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[bookmark: _Toc223222119]Executive Summary
The report constructs a strategic plan of the Toyota Motor Corporation depending on the prevailing trends in the international automobile market. The sector is evolving rapidly due to the emergence of electric vehicles, digital technology, stringent environmental regulations, and high competition with Tesla and BYD among other firms. The Toyota Company has a great brand, a hybrid, and an effective Toyota Production System that makes it one of the top car producers in the world. The company is, however, struggling in the electric vehicle market and software-based mobility services. The report analyses the external environment of Toyota and uses it to analyse the Five forces, PESTEL and the internal environment using SWOT, VRIO, and value chain. The findings show that Toyota has excellent resources, global supply chains, and customer trust, but needs faster electric cars and digitalisation. This analysis indicates that the report recommends Toyota increase investment in EVs, establish business relationships with technological firms, increase flexible production, and focus on sustainable mobility services. The strategies can enable Toyota to maintain its position as a leader all over the world, enhance its competitiveness, and realise long-term growth in a highly evolving car market.
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[bookmark: _Toc223222120]Introduction to the Strategy 
Strategic management entails an analysis of the environment of an organisation, formulation of objectives, and designing measures to ensure long-term success. It is relevant due to the fact that businesses exist in competitive and dynamic markets, where a good strategy is one factor that enables businesses to survive and grow. Strategic management enables business organisations to leverage their competitive advantages, minimise risks, and react to emerging opportunities like technological revolution and demand (Johnson et al., 2023). Strategy, in particular, is of particular importance in the automotive industry due to the presence of stricter environmental regulations, the fast pace of electric and autonomous vehicle creativity, and intense competition globally. Firms can also fail to achieve market share or satisfy the expectations of the customers without clear strategic planning. This report aims to analyse the current strategic position of Toyota Motor Corporation and formulate appropriate strategies for its future growth. The report will incorporate the background and strategic intent of Toyota first before comparing its present performance. External and internal strategic analyses will be discussed after that. Lastly, new strategy recommendations and conclusions will be given.
[bookmark: _Toc223222121]Background
Toyota Motor Corporation is a worldwide automobile manufacturer that was established in 1937 in Japan by Kiichiro Toyoda. It is a company that is based in Toyota City, Aichi, Japan and deals in the manufacturing industry of automobiles. Toyota manufactures a diverse portfolio of cars, such as passenger and sport utility cars (SUVs), pick-up auto trucks, vans, electric cars on a hybrid platform, and all-electric ones. The popular models are the Corolla, the Prius, the Camry, the RAV4 and the Hilux. Toyota is also considered a hybrid technology innovator around the globe due to its initial success in the Prius and its significant investment in low-emission cars (Toyota, 2024). Toyota markets its cars in over 170 countries, the key ones being in the United States, Europe, China, and Asia. The organisation provides financial services, leasing of vehicles, and after-sales services as well, via its global dealer network (Statista, 2024). The good reputation that Toyota has gained regarding quality, reliability, and efficient production, and in particular, the Toyota Production System, has served to keep the company among the largest motor vehicle manufacturers in the world (Liker, 2020).
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Figure 1: Toyota Motor Corporation (Toyota, 2024)
[bookmark: _Toc223222122]Strategic Intent
The Toyota strategic intention is informed by the long-term vision of the company, namely, Mobility for All, which implies offering safety, affordable, and eco-friendly transportation to individuals across all societies. The company's mission is to manufacture quality cars, enhance road safety, and promote sustainable development through innovation and responsible business activities. According to Toyota, it strives to make its customers happy by providing them with reliable products and progressive mobility solutions (Toyota, 2024a). Toyota has also developed strategic goals that it aims to achieve in the future. To start with, the company has intentions of diversifying the electric vehicle manufacturing and batteries alongside the hybrid and hydrogen vehicles. Second, Toyota will be carbon neutral in its global business and in the life cycle of its vehicles by 2050 by means of cleaner production, use of renewable energy and low-emission technologies. Third, Toyota plans to achieve high levels of market share in the global market through enhancing digital services, supply-chain resilience, and customer experience. These targets reflect the effort of the company to be innovative and to be sustainable and have long-term competitive advantage in the global automotive industry (Toyota, 2024).
[bookmark: _Toc223222123]The Current Performance of the Company
Toyota is also performing well on a global basis in the automotive industry. In 2024, Toyota sold approximately 10.8 million automobiles across the globe, and the company has remained the largest car manufacturer in the world for a number of years. The firm also displayed good financial performance and annual revenues and net profits of approximately £230 billion and £26 billion respectively, having been boosted by the high demand for hybrid cars and favourable exchange rates (Statista, 2025). These findings demonstrate that Toyota is in a good position in the market and operates efficiently compared to most of its competitors.
Hybrid vehicle models like Prius and Corolla Hybrid are the major successes of Toyota cars that are still in demand in the USA and Europe. The hybrid cars have assisted Toyota in boosting profit when most companies are yet to face the high price of producing electric vehicles (International Energy Agency, 2024). Nevertheless, Tesla and BYD are developing at a more impressive pace, which is why Toyota has some problems in the electric vehicle market. To illustrate, in 2024, BYD sold over 4 million vehicles, and Tesla supplied approximately 1.79 million electric vehicles, indicating that the two companies are highly competitive in the international EV market (Reuters, 2025).
In spite of this pressure, Toyota continues to enjoy its benefits as it has a very strong supply chain, a huge network of dealers around the world, and a reputation as a reliable and quality brand. It has a flexible production system that assists in dealing with shortages and saving. On the whole, the performance of Toyota is good, yet more rapid investment into EVs will be required to remain competitive in the future car market.
[bookmark: _Toc223222124]Strategy Analysis
The Toyota Company works in a very competitive world marketplace of automobiles that is influenced by the blistering technological change, stringent environmental regulations and evolving consumer demands. Strategic analysis can be used to evaluate the impact of the external and internal forces on the performance of Toyota and its future strategy (Johnson et al., 2023). The study will focus on the external auditory environment audit related to Apple Inc.
[bookmark: _Toc223222125]External Environmental Audit
PESTEL Analysis
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Figure 2: PESTEL Analysis (Amason and Ward, 2020)
	Factor
	Impact on Toyota

	Political
	In the world, Toyota's product manufacturing and pricing are influenced by government policies on EV incentives, tariffs, and trade limitations (OECD, 2024).

	Economic
	The costs of supply-chain, car demand, and supply are affected by inflation, currency fluctuations, and elevated interest rates.

	Social
	Consumers will like connected and green cars, and the rise in hybrids and EVs will be demanded (IEA, 2024).

	Technological
	The battery technology, AI, and autonomous driving are rapidly expanding, which requires a large amount of R&D.

	Environmental
	In Europe, the UK, and other parts of the world, carbon-reduction legislation directs Toyota towards electric and hydrogen cars (European Commission, 2024).

	Legal
	The compliance costs are augmented by safety standards and emission regulations, which, at the same time, enhance the quality of products.



[bookmark: _Hlk223220972]Porter's Five Forces Analysis
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Figure 3: Porter's Five Forces Analysis (Hill and Schilling, 2023)
	Force
	Level
	Explanation

	Industry Rivalry
	Very High
	Tesla, BYD, Volkswagen and Hyundai all compete closely with Toyota and in particular in the fast-evolving EV market. The companies are putting excessive amounts of investment in technology and price rivalry (McKinsey & Company, 2025).

	Supplier Power
	Medium–High
	Toyota relies on the use of semiconductor and battery suppliers. The world chip shortage and shortage of battery materials add leverage to the suppliers in terms of cost and production.

	Buyer Power
	Increasing
	Customers have easy access to price, technology and reviews over the internet; hence they demand quality products, features and reduced prices.

	Threat of Substitutes
	Moderate
	In certain cities, personal cars are no longer in demand due to the existence of public transport, ride-sharing, and mobility-as-a-service options.

	Threat of New Entrants
	Growing
	Start-ups in new EVs have received government support and are getting involved in technologies.



This discussion indicates that Toyota is experiencing intense competition, and it has to keep innovating and stay cost-effective to retain its dominant status in the world.
[bookmark: _Toc223222126]Internal Environmental Audit
SWOT Analysis
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Figure 4: SWOT Analysis (Krzakiewicz and Cyfert, 2017)
	Strengths
	Weaknesses

	Strong global brand reputation
	Slow start in full EV market

	Leader in hybrid technology
	High production costs in some regions

	Efficient Toyota Production System
	Limited software capability compared with Tesla

	Strong supply chain network
	Dependence on external battery suppliers

	Opportunities
	Threats

	Growth in EV demand
	Fast growth of BYD and Tesla

	Partnerships in battery and AI tech
	Changing government policies

	Emerging Asian markets
	Economic downturns



The strengths in quality and efficiency contribute to the success of Toyota in the long term, and weaknesses, such as the software and battery capacity of EVs, should be addressed.
VRIO Analysis
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Figure 5: VRIO Framework (Lin et al., 2020)
	Resource / Capability
	Valuable
	Rare
	Difficult to Copy
	Organised
	Result

	Toyota brand reputation
	✔
	✔
	✔
	✔
	Sustained advantage

	Global dealer network
	✔
	✔
	✔
	✔
	Strong market reach

	Toyota Production System
	✔
	✔
	✔
	✔
	Cost and quality leadership

	EV software capability
	✔
	✖
	✖
	Partial
	Temporary weakness



High brand image, extensive network of dealers, and efficient Toyota Production System have a long-term competitive advantage since it is difficult to follow (Krzakiewicz and Cyfert, 2017). Nevertheless, Toyota is in the process of creating innovative EV software in contrast to Tesla and other digitally oriented firms.
Value Chain Insight
Toyota has a good value chain of sourcing to after-sales service. The company collaborates with the suppliers, and this assists the firm in minimising costs and enhancing the product quality. Its just-in-time production and lean system of manufacturing cuts down wastage and enhances efficiency. Kaizen is the culture of continuous improvement, which is practised at Toyota and helps the company to achieve innovation, increased productivity, and enhanced customer satisfaction. The company also adds value through dependable servicing, warranty, provision of spare parts, and an efficient international logistical network. Such activities enhance customer trust, brand loyalty and provide Toyota with a competitive advantage in the long-term in the global automotive industry (Johnson et al., 2023).
[bookmark: _Toc223222127]Strategy Formulation
According to the external and internal analysis, Toyota needs to change its approach in order not to lose its competitive position in the rapidly evolving automotive world. The global transition to electric and software-defined vehicles is the main strategic concern. Although Toyota has competitive hybrid technology and supply-chain management, the company needs to enhance its electric vehicle (EV) and digitalisation to compete with such companies as Tesla and BYD (McKinsey & Company, 2025).
To begin with, Toyota ought to make more investments in high battery technology and more affordable EV models. The presence of local EV factories in Europe and North America will allow lowering costs, preventing trade barriers, and enhancing resilience to supply chains (Amason and Ward, 2020). Second, Toyota needs to establish strategic collaborations with software and artificial intelligence firms to establish superior self-driving systems, connected car services, and over-the-air updates. Through cooperation, the cost of development will be lowered, and innovation will be faster (Lin et al., 2020). Third, Toyota can enhance its competitive edge through its Toyota Production System to develop flexible factories to manufacture hybrid, electric, and hydrogen vehicles on a single platform. This will enable the company to react fast to dynamic customer demand and environmental regulations (Liker, 2023). Fourth, Toyota ought to increase mobility (e.g. car-sharing, subscriptions and intelligent fleet management) in large cities. This sustains new sources of revenue and enhances client experience.
Lastly, Toyota is advised to invest further in sustainability through the use of renewable energy in the factories and recycling of EV batteries. It supports carbon-neutral goal and improves the brand image by these means (Toyota, 2024). All in all, the implementation of the EV innovation-oriented strategy, partnership with the digital world, flexible production, and sustainable mobility will ensure the long-term competitive advantage and global leadership of Toyota.
[bookmark: _Toc223222128]Conclusion and Recommendation
In this report, Toyota's strategic positioning in the contemporary automotive industry was discussed. The analysis demonstrated a solid strength of Toyota, such as a reputable global brand, an effective production system and hybrid technology leadership. These are the strengths that have assisted the company in maintaining high sales and profit margins. Nonetheless, the external analysis revealed that Tesla, BYD, and other companies with an EV focus were very intense competitors, and environmental standards and rapid technological development were strict. It was also revealed that Toyota needs to enhance its electric vehicle software capacity and allocate more funds to battery manufacturing in an internal analysis.
Toyota needs to aim at four key activities to stay competitive. To start with, the company needs to invest more in inexpensive electric cars and domestic EV manufacturing. Second, Toyota needs to establish cooperation with technological companies and enhance digital services and AV systems. Third, flexible manufacturing needs to be increased to address the uncertain demand in the market. Lastly, Toyota ought to reinforce the sustainability-related practices and battery recycling to achieve carbon neutrality. These recommendations can help Toyota to defend its market dominance and grow in the future mobility industry.
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