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1. EXECUTIVE SUMMARY
Toyota Motor Corporation was founded in 1937 in Nagoya Japan. After a brief suspension of operations during World War II the company resumed business in 1947 and by the 1950’s Toyota’s success accelerated, after its executives prudently studied the American Automobile Manufacturing technologies and executed them in its operation. Additionally, Toyota benefitted from adapting and curating for its own purpose methods of the Japanese manufacturing industry, which is built on peculiar relationship between manufacturer and supplier.  This aspect Toyota value that much, so that in Japan alone Toyota directly employs 200 component suppliers.
Toyota engages in designing, manufacturing, assembling and selling of varieties of automobiles globally. Toyota’s product portfolio models includes; SUVs, hybrids, 4WDs and cars. The Company’s priority is to manufacture and sell automobiles that are safe, reliable, affordable, accessible and environmentally friendly. This is done through global mass production in 53 manufacturing companies in 28 countries and regions and sold in approximately 200 countries, using its Just-in-time/Toyota Production System (TPS). 

Toyota is a global leader in the automotive industry. This has been realized through strong Research and Development, embracing technologies and an intensive production and distribution global network. Toyota’s strong Research and Development helps the company to develop and implement strategic decisions that has provided it with strong competitive advantage over its rivals such as; Honda, Ford, BMW and Tesla in the automotive industry.
Albeit, over decades the automotive industry has been undergoing many changes, be it; technological, environmental, geographical, political and social changes compounded with the pandemic, have severely affected the automotive market. These changes has created challenges for businesses and at the same time provided opportunities for some. The many challenges have forced major companies to adjust their method of operation. Moreover, companies were pressed to modify their overall business models and strategic planning and directions, in order to remain competitive and maintain strategic positions. Hence, Toyota had to adjust and adapt to the current market trends and industry requirements.

The objective of this research seeks to provide an analysis of Toyota Motor Corporation and investigates whether the company is equipped to withstand the changes of the automotive landscape. This analysis will examine some of the changes in the automotive industry and how Toyota has sought to address them to further strengthen its competitive advantage and maintain its strategic position and market dominance.

The analysis was conducted on Toyota’s external and internal environment to ascertain how Toyota has or can use the findings to adjust to the changing times of a matured and saturated automotive industry. To this end, a PESTLE, and a Porter’s 5 Forces analysis were done on the company’s external environment, while, a SWOT, SWOT/TOWS Matrix and Financial Analysis were done on the company’s internal environment.
Consequently, after conducting both external and internal environment analysis of Toyota Motor Corporation, it can be concluded that although the Company has been faced with many challenges of the present automotive industry, combined with intensive competition from its competitors, Toyota performed above industry averages and remains a solid company. Notwithstanding, Toyota’s strong market dominance and financial strength, Toyota must capitalize on strategies such as; improving its technology, consistently embracing innovations, monitoring its competitors and adapting to change in market trends, in order to remain a sustainable company and vital competitor within the industry.
Accordingly, Toyota should implement the following recommended strategies as it seeks to remain World’s number one auto manufacturer: 
1. Toyota should continue its cost reduction efforts to maintain profitability and return to investors.

2. Develop appropriate product mix based on the characteristics of the various markets. For example given the depletion of the global economy and rising gas prices, consumers may now prefer cheaper, more fuel efficient vehicles.

3. Continue to manage its receivables collections and level of debt to avoid any liquidity or insolvency issues.

4. Toyota should develop marketing strategies to further penetrate European and Asian and other markets as their retail market share in these regions are relatively low. Likewise, increasing its campaigns in new and emerging market segments. This will create brand awareness, increase sales and capture new target audience.

5. Toyota should improve its R&D to focus on increasing production of more technological, fuel efficient and environmentally apt automobiles to capture a greater market share in these segments, since this is the current consumer trend.

6. Toyota should consider increasing production and distribution in geographic segments where components and raw materials are accessible and available to counteract supplier problems of availability and accessibility of components and raw materials.

2. INTRODUCTION
The Toyota Motor Corporation has distinguished itself as one of the most recognizable car brands in the world.  Established in 1937, the company operates from 53 overseas manufacturing companies in 28 countries and regions and sells its vehicles in over 200 countries globally. Toyota is a pioneer in designing, manufacturing, assembling and selling a wide variety of automobile models. Toyota has benefitted from the culture of the Japanese manufacturing industry, which it has adapted and curated for its own purposes. Accordingly, (Carlier, 2021)  noted that in 2020, Toyota has remained the top vehicle producer in the world. In 2019 it sold 10.74 units, in 2021 it sold 9.5 million units and boast of ¥2,282.3 billion Net Income for FY 2021 (Toyota’s Annual Report, 2021).
 (Ahmadjian and L. Lincoln, 2000) noted that the Japanese manufacturing industry has been built and distinguished by a peculiar relationship between manufacturers and their suppliers. They describe this relationship as one that is based on a “long term purchasing relationships, intense collaboration, cross-shareholding, and the frequent exchange of personnel and technology”   Further, they posit that  the culture of manufacturing has meant that  there is a high level of trust that has engendered an environment where it is the industry to adapt quickly, produce new models, cut costs and respond to fluctuations in the market; there is also a shared cost of research and development between manufacturers and their suppliers, which has helped to create an environment on innovation of which Toyota is regarded as a major forerunner.

However, it should be noted that the model of governance used in the Japanese motor industry has changed.  There are many challenges currently facing the automotive industry of which the environment and vehicles being environmentally friendly are key concerns.  These in turn have affected the manufacturing process as well as the Research and Design, marketing, logistics, as well as profitability (Nunes and Bennett, 2010) as there are more calls to produce “ greener vehicles”.  Moreover, the issues of sustainability within the automotive industry have come to the fore as the industry innovates to fit changing climate and environmental laws.  Therefore, greening has become a function of operations within the automotive industry. (Nunes and Bennett, 2010) further theorized that greening has become a process based approached referred to as Environmental Operations Management (EOM). As a company, Toyota has introduced a number of initiatives aimed at being more environmentally friendly among which are greener plants and the development of hybrid engines and clean energy vehicles (Nunes and Bennett, 2010).  This paper is then asserting that although the operations of global automobile market has transformed over decades, through strong Research and Development and embracing innovation and technology, Toyota has withstood the test of times and is a dominant competitor in the automobile industry.
3. TOYOTA’S EXTERNAL ENVIRONMENT
To analyze the external factors that affects Toyota’s operations and how well the company is adjusting to current global issues and trends, to maintain its competitive advantage, two analysis were conducted namely; PESTLE, and  Porter’s Five Forces.

3.1 
PESTLE Analysis:

A PESTLE Analysis of Toyota Motor Corporation is necessary to analyze the macro environment of the company, which directly impact Toyota’s competitive advantage and its overall profitability levels. 

Political Factors Affecting Toyota 
Being a Multinational Corporation (MNC) with locations in 170 countries, the current political climate in each country can subject the company to various political influences and government regulations (Shaw, 2021).

Shaw 2021, states that the political environment of any country impacts the decision making of the MNC brand. For example, in 2014 Toyota halted its plan to expand into Thailand with an investment of over 69 million dollars. This decision was changed and resources shifted to other countries due to protests and processions which destabilized Thailand’s Political environment. Additionally, the ongoing aged conflict between China and Japan changes with any new political events, and since Toyota is a Japanese brand the rivalry and conflict between the countries negatively impacts Toyota’s business.
Economic Factors Affecting Toyota

Competition, economic recession, electric vehicles and oil prices are some of the economic factors that have negatively affected Toyota. Shaw 2021, claims that over the years the automotive market has become very competitive. Some of Toyota’s major competitors; Tesla, Ford, Honda and BMW provides a high level of competition which is pressuring Toyota to improve its Research and Development (R&D) and increase its budget in order to obtain new innovations, hence the immense competition is financially impacting Toyota’s sales and revenues.
Likewise, economic recession compounded by the Pandemic has created increase unemployment rates and inflation rates that adversely affected Toyota’s revenues.  According to Toyota Annual Report, 2020, the company’s annual revenue was “241.196 billion dollars which represents a 13.59% decline; and the company’s net profit was 13.280 billion a 23.47% decline”. In addition, the recession and increased oil process has caused a shift in consumer’s preference, that is; movement towards fuel efficient cars. This scenario increased Toyota’s financial budget in the Hybrid and Electric segments, since Toyota must increase the process to meet consumer’s needs.

Social Factors Affecting Toyota

Toyota has experienced losses and gains due to social issues of vehicle recalls, safety issues, electric vehicles and economical Indian Market (Shaw, 2021). Due to a faulty fuel pump the company was forced to recall over 700,000 vehicles. This hurt Toyota’s brand credibility and its finances. This issue was addressed but the brand damage was already done. In addition, safety issues due to faulty acceleration and pedal system created mistrust by Toyota’s customers and caused Toyota to spend billions to remedy it. Conversely, the economical Indian Market proved profitable to Toyota. The ‘Innova’ model of Toyota was a popular seller in the Indian Market since it has the correct prices and sales in this segment increased.
Technological Factors Affecting Toyota
One of Toyota’s strength is its strong concentration in Research and Development, to which Toyota invest billions of dollars to develop innovative products thus maintaining its competitive edge. This is such that, Toyota was first to introduced the hydrogen car in the market and because current and future trends are moving toward clean energy Toyota is working to be more efficient in this area. Also, Shaw 2021, claims that because Toyota is always accepting the latest technological trends this has helped the company to remain in front of its rivals globally (Shaw, 2021).
Legal Factors Affecting Toyota

Recall settlements and costly law suits have plagued Toyota and impacted negatively the company’s finances. Research shows that when Toyota recalled its faulty vehicles customers were outraged and filed a class action lawsuit against Toyota which resulted in a settlement of 1.2 billion dollars plus fixing the fault damages. Also, a lawsuit regarding trademark was filed against Toyota by the Indian Automotive Company Prius Auto Industry, Consequently, Toyota lost this legal battle and the Court gave permission to Prius Auto the use of the trademark ‘Prius’.
Environmental Factors Affecting Toyota

Due to environmental challenges and Toyota’s keen interest regarding the issue Toyota has decided and is producing environmentally friendly vehicles such as; electric, hybrid and hydrogen vehicles to help mitigate environmental challenges globally. Toyota has empathize this area, Shaw 2021, states, in 2015 Toyota laid out the future environmental plan for 2050, to include steps such as; optimizing water usage, zero carbon emissions, recycling-based sustainable society and plant life cycle zero cable emission.
And so, after conducting Toyota’s PESTLE analysis it must be noted that as economic growth is measured by GDP, there’s a correlation between GDP and Toyota Sales. In that, higher GDP equals greater per capital income - generally more disposable income that people can spend on luxury goods, which will positively affect Toyota sales and profits. On the other hand, Toyota may experience adverse effects in cost of vehicles, sales and revenues due to high unemployment rates resulting from the economic downturn. Decreased revenues and sales will also be exacerbated by increased inflation rates due to increased cost of raw materials, components and high global fuel prices.

3.2 
TOYOTA’S PORTER’S 5 FORCES ANALYSIS
The Porters Five Forces was created in 1979 by Michael Porter to provide a framework for understanding the competitive forces at work in an industry, and which drive the way economies value is divided among industry actors. (Harvard Business School, 2021)

Toyota Motor Corporation is a Japanese Multinational Corporation (MNC). It is the world’s largest automobile manufacturer that “sells its vehicles in approximately 200 countries and regions” (Toyota Annual Report, 2020). The following analysis was done to show the usefulness of Porter’s tool in Toyota Motor Corporation business Operations.
Competitive Rivalry - a company’s success is proven by how it handles competition. Tellingly, the industry of which Toyota is part of has strong and fierce competitors.  Some competitors includes; Tesla, Ford, BMW and Honda; among others.  With competition a company must provide something different or better than its competitors.  So to handle its competition, Bhasin 2018, states that, Toyota’s strong focus on R&D has equipped the company to produce variation of models, so much so, that through technology Toyota’s product portfolio is inclusive of SUVs, Hybrids, Cars and 4WDs.  Additionally, Toyota prides itself in providing safety, resale value, reliability, environmentally friendly, affordable and technological vehicles in order to maintain its competitive advantage (Toyota of Smithfield, 2022)

Supplier Power - can threaten a company that has input from a single supplier.  Therefore, a strong supplier industry can override the profitability to keep pace with the increase in price. As the world’s largest automobile manufacturer, Toyota has a diverse supply chain to sustain its operations. For instance, In Japan Toyota purchases directly from 200 component suppliers. In addition, because Toyota relies on a multifaceted network of suppliers for its vehicles it has integrated some suppliers into the company and has even contracted one of its competitors Tesla Motors to be a supplier of train for its RAV4 Electric vehicles (Liouids, 2021). And so, by incorporating diverse suppliers Toyota decreases its dependency on a single supplier and reduces supplier power.

Buyer Power – are your buyers strong enough to dictate terms to you? Toyota is heavily dependent on buyers whose purchasing affects the company through revenues. Ferguson 2017, indicates that the major contributors to strong bargaining power in the auto industry are; low switching costs, high quality of information and availability of moderate substitute. The fact that the auto industry is very saturated has provided customers with the opportunity to switch from Toyota freely. Also, because of accessibility to accurate information Toyota customers can easily choose their best option (e.g via company website). Also, substitutes are readily available. Thus, Toyota must ensure that its products are in line with taste, preferences and expectations of its target market (Ferguson, 2017)

Threats of New Entrants - New entrants bring potential competition to the given market. However, because of Toyota’s strong market position and dominance the likely impact of this threat is weak. According to Ferguson 2017, the external forces of; high capital costs, high cost of brand development and high supply chain costs contributes to threat of new entrance. And so, being the established and solid company Toyota is has provided significant barriers to guard against this threat.
Threat of substitution – is regarded as when a competitors products and services can be used instead of your own. To deal with its competitor’s similar offering and the corresponding challenges; research shows that Toyota has cemented its global presence by selling its products in over 200 countries worldwide. Likewise, through its R&D and its extensive distribution network, Toyota ensures that its products are available, affordable, reliable and safe, to maintain customer loyalty. (Toyota of Smithfield, 2022)

Therefore, this analysis shows that even as Toyota is faced with these external forces there can be positive outcomes achieved from its challenges, which can be used to influence Toyota’s strategic direction.

4. TOYOTA’S INTERNAL ENVIRONMENT
An internal analysis of Toyota Motor Corporation was conducted using SWOT, SWOT/TOWS Matrix, and Financial Analysis, to examine the “Company’s competency, cost position and competitive viability in the marketplace” (Williams, 2019).  
4.1
Toyota’s SWOT Analysis

Strengths

Toyota has strong market position and brand recognition. Toyota is located globally and “sells its vehicles in approximately 200 countries and regions”. Toyota’s market share in 2019 based on automobile sales was 29% in China, 21% in North America (exclusive Mexico and Puerto Rico), 23% in Europe and 11% in Asia. These strong market positions enable the company to increase its competitive advantage and expand international markets. Coupled with its strong brand portfolio within the industry and its 8.5% global auto market share Toyota is better placed competitively and can record higher sales both domestically and internationally. (Toyota Annual Report, 2020)
Toyota places strong focus on Research and Development (R&D). The company has strong emphasis on R&D to aide in expansion of its product portfolio, in order to improve quality, safety and reliability of its products. Toyota’s R&D initiatives, specifically by developing environmentally friendly new vehicle technologies will not only provide safety and new technology but will provide Toyota with a stronger strategic advantage over its rivals.
Toyota boasts of an extensive production and distribution network. Toyota and its many subsidiaries manufacture vehicles and related parts, components and raw materials from 53 overseas manufacturing companies in 28 countries and regions. According to Toyota’s Annual Report, 2020, “for the year 2020 the company sold 8,9588 thousand vehicles on a consolidated basis”. Additionally, Toyota possesses an extensive distribution network. Thompson, 2017, states that “through the Just-in-time manufacturing method, which is also known as the Toyota Production System (TPS), which minimizes waste, inventory cost and response time” Toyota is better able to produce and distribute on a large scale. This Toyota claims “is integral to successful sales and increase revenues”.
Weaknesses
Product recalls results in negative brand image. Over the years Toyota has been faced with major recalls of its products for various reasons such as; safety concerns. For example in 2010 international safety recalled more than 8 million of its vehicles, this temporarily halted production and sales in several of Toyota’s top models. Moreover, Toyota suffered recalls of 1.4 million of its models from the National Highway Traffic Safety Administration in 2014, due to airbag issues. (Brindusescu, 2014). These recalls affected sales of specific models and resulted in lawsuits and decrease revenues.
Declining sales in key geographic segments. For 2020, Toyota experienced a decline in sales for instance new vehicle sales decline in various regions; “in China, for the third consecutive year the decreased was approximately 25.2 million units, in North America 17.4 million units, in Europe approximately 16.6 million units and in Asia (including India but excluding Japan and China) approximately 8.1 million units” (Toyota Annual Report, 2021). These decline in sales in key areas resulted in adversely affecting the company’s profit and ultimately its overall revenue.
Intense Competition from rivals. Due to the phenomena of globalization in the worldwide automotive industry competition has intensified. Hence, Toyota is faced with the possibility of industry reorganization compounded with competitive factors such as product quality, safety, reliability, fuel economy, etc. Increased competition may result in low vehicle unit sales, downward price pressures ultimately negatively affecting Toyota’s operations and financial position (Toyota Annual Report, 2020)
Opportunities

Expansion into new and emerging geographic segments. Since Toyota has financial strength and extensive R&D the company can explore expansion in countries such as Brazil and India, which will not only cement further its international market position but afford a gainful advantage for the company to create larger investments and expands it product portfolio (MBA Tutorials, 2021)

Toyota is poised to further benefit from its fuel efficient technological cars. Due to the increase and continuous fluctuations of fuel prices on the global market, Toyota stands to gain by producing cars that are more fuel efficient and environmentally friendly. (MBA Tutorials, 2021)
Increase Market Penetration through increase global distribution of its network. Toyota can enhance its diversification strategy to capitalize on new market trends and consumers taste and preference. For instance, MBA Tutorials, 2021, claims that, the demand to purchase luxury “cars has increased in India, Russia and USA”, so Toyota can produce more cars and increased sales in these regions. (MBA Tutorials, 2021).
Threats

The negative effects of the global economic slowdown - impact on different economies, especially GDP, can negatively influence the demands for sales of Toyota’s products; thereby decreasing total revenues. In addition, the economic slowdown can create a downturn in financial markets which will cause financial institutions and investors unforeseen difficulties to provide capital to the financial market. Consequently, the decrease in available capital can affect Toyota’s ability to raise necessary capital to meet its objectives. (Toyota’s Annual Report, 2020).
Lower priced vehicles by Toyota’s rivals – this will lead to reduction in demand for Toyota’s vehicles, resulting in decline in sales and profits. Additionally, by pricing their cars lower, the competition now forces Toyota to reduce or set its prices equal to that of its rival. This can be risky for the organization’s financial position and its market share (MBA Tutorials, 2021). 

And so this analysis shows that Toyota’s strengths and opportunities outweigh its weaknesses and threats. However, Toyota must be cognizant of its shortcomings and strategically implement decisions to create balance and reduce risks.

4.2
TOYOTA S.W.O.T /T.O.W.S MATRIX
	
	          Strengths
	Weaknesses

	
	1. Excellent market position and brand recognition
	1. Negative Image due to ineffective vehicle recalls

	
	2. Strong focus on R&D
	2. Declining Sales in Geographic Segments

	
	3. Extensive Production and Distribution Network
	3. Intense Competition from Rivals

	
	
	

	Opportunities
	SO Strategies
	WO Strategies

	1. Expansion into new and emerging geographic areas
	1. Expand into 2 emerging geographic locations (Brazil & India)  over the next 3 years (S1,O1)
	1. Exit markets of 2 declining geographic segments and boost investments in 2 new segments (W2, O1)

	2. Investing/concentrating more in fuel efficient cars


	2. Increase R&D to focus on producing more technological & fuel efficient vehicles by 2030 (S2, O2)
	2. Improve fuel efficient technology, to increase production of specialty vehicles to increase market penetration (W3, O3)

	3. Increase market penetration via increase global distribution of its network
	3. Increase production and sales in 2 segments (Luxury & Environmentally friendly vehicles) (S3, O3)
	3. Increase investments to improve safety features of fuel efficient cars (W1, O2)

	
	
	

	Threats
	ST Strategies
	WT Strategies

	1. Negative effects of the global economic slowdown
	1. Produce vehicles to match prices of rivals in 5 specific geographic regions where Toyota brand is strong (S1, T2)
	1. Decrease the number of suppliers that provides components and raw materials in declining segments by 10% over 3 years (W2, O3)

	2. Lower priced vehicles by rivals
	2. In 2 geographic segments, target specific market niche (trendy young adults and families) and provide luxury and affordable vehicles (S2, T1)
	2. Decrease market presence in at least 2 geographic segments where competition is strongest (W3, O1)

	3.Problems due to reliance on suppliers for components and raw materials
	3. Increase production and distribution in 5 major geographic segments where components and raw materials are available and accessible (S3, T3)
	


4.3 
TOYOTA’S FINANCIAL ANALYSIS
Profitability

Toyota’s operations continue to experience significant downward pressure from the COVID-19 pandemic. The company’s revenues for fiscal 2021 (“FY2021”) decreased by 8.9% (¥2,651.9 billion or US$ 23.117 billion) from the previous year (FY2020). This was due mainly to a ¥2,080.0 billion decrease in vehicle unit sales and changes in sales mix. As seen in Figures 1 and 2, Appendix I, total vehicle unit sales fell by 1.3 million units with reductions across all major markets, stemming from the overall depletion of the global economy.

Notwithstanding the dip in revenue, Toyota maintained relatively stable profit margins during the pandemic due to an almost tantamount reduction in operating costs. Figure 3, Appendix I, shows that gross margins remained virtually flat at 18% for FY2020 to FY2021, which is in line with FY2019 level (Pre-Pandemic). The decrease in cost of products sold mainly reflected the impact of changes in vehicle unit sales and sales mix, deconsolidation of certain entities due to changes in ownership interest, the favorable impact of fluctuations in foreign currency translation rates, and cost reduction efforts.

EBITDA margins were also steady, averaging approximately 13% over the period FY2020 to FY2021, which is just below pre-pandemic levels (14%). During FY2021, the company continued its cost reduction efforts in conjunction with suppliers. These measures related to ongoing value engineering and value analysis activities, the use of common parts resulting in a reduction of part types and other manufacturing initiatives designed to lessen the costs of vehicle production. 

Albeit stable margins, Toyota’s operating income decreased by 8.4% (¥201.4 billion or US$ 1.756 billion) to ¥2,197.7 billion during fiscal 2021 compared with the prior fiscal year. This reflected a ¥465.0 billion unfavorable impact of changes in exchange rates and the effects of marketing activities (include changes in unit sales, sales mix and sales expenses) in Japan, which was partially offset by the ¥220.0 billion savings from cost reduction efforts. Nonetheless, the company ultimately recorded a 10.3% (¥209.1 billion or US $1.822 billion) increase in net income to ¥2,245.2 billion (US$ 25.561 billion) during fiscal 2021 compared with the previous fiscal year, stemming from an uptick in income from affiliates and other non-operating income. 

Liquidity and Long-term solvency

Toyota continues to demonstrate resilience evidenced by a healthy financial position. As at March 31 2021, the company’s total assets stood at ¥62,267 billion (US$ 547.77 billion), a 15.14% increase over prior year, due mainly to increases in Property Plant and Equipment, the market value of investments securities and Finance Division’s Loans & Leases. Total Liabilities amounted to ¥37,979 billion (US $ 331 billion), which is a 16.4% increase from the end of the previous fiscal year, due to additional borrowings. The resultant tangible Net worth of ¥23,819 billion (US $207.56 billion) as at March 31 2021 represents a ¥2, 847 (US $ 24.81 billion) improvement over the previous year.

Whilst the level of debt rose during the pandemic, Toyota capital structure remained intact with an average debt to Capital ratio of 51%, which is in line with pre-pandemic levels. The company can also comfortably cover its periodic interest payments as evident by an average EBITDA to Interest expense ratio of 85x for the period FY2020 to FY2021.

Current ratio remained flat at circa 1.0x over the past 5 years, thereby demonstrating an ability to meet its current obligations. The average cash conversion cycle for FY2021 increase by about 3 days to 33.5 because of a more than proportionate uptick in the average receivable and inventory days, which is a reflective of the decline in the global economy. (See Appendix II & III for detailed financial data and Ratios)

Overall, Toyota continues to increase its market share and outperform the industry. As seen in Appendix I - Table 1, Toyota’s revenue and key profitability metrics for FY2021 remained above industry averages and most of its comparable companies.

5. CONCLUSION
Toyota’s strong market dominance and powerful strategic position globally has provided the structure which has allowed the company to become the successful and fierce competitor it is today. Achieving this colossal feat of becoming World’s number one automobile manufacturer was not an easy one, for decades Toyota withstood its many challenges, whether it was; vehicle recalls, lawsuits settlements, changing industry laws and regulation, the pandemic and other issues, Toyota adjusted and outperformed the industry and its competitors.

Toyota’s internal and external environment analysis conducted satisfied that although Toyota is faced with these forces the company has and continue to implement counteracting measures through meticulous Research and Development, to achieved positives outcomes and ultimately a sustainable company.  Moreover, Toyota’s financial analysis shows that Toyota continues to outperform the automobile industry and its competitors as evidence by its stable revenues and profitability metrics.
Toyota must continue to address its weaknesses and threats and capitalize on its strengths and opportunities. By reevaluating its strategic position, improving its technology, continually embracing innovations, Toyota will be better positioned to endure current market trends and requirements, consequently maintaining it competitive advantage, increasing its international market share, dominance and sustainability.
6. RECOMMENDATIONS
Toyota Motor Corporation should implement the following recommended strategies as it seeks to maintain its competitive advantage and remains World’s number one automobile manufacturer:
1. Toyota should continue its cost reduction efforts to maintain profitability and return to investors.
2. Develop appropriate product mix based on the characteristics of the various markets. For example given the depletion of the global economy and rising gas prices, consumers may now prefer cheaper, more fuel efficient vehicles.

3. Continue to manage its receivables collections and level of debt to avoid any liquidity or insolvency issues.
4. Toyota should develop marketing strategies to further penetrate European and Asian and other markets as their retail market share in these regions are relatively low. Likewise, increasing its campaigns in new and emerging market segments. This will create brand awareness, increase sales and capture new target audience.
5. Toyota should improve its R&D to focus on increasing production of more technological, fuel efficient and environmentally apt automobiles to capture a greater market share in these segments, since this is the current consumer trend.
6. Toyota should consider increasing its expansion in new and emerging market segments by closely monitoring present market conditions and trends based on specific regions.
7. Toyota should consider increasing production and distribution in geographic segments where components and raw materials are accessible and available to counteract supplier problems of availability and accessibility of components and raw materials.
8. Toyota should ensure that automobile standards are implemented and kept from design stage to final production stage. This can be done through continuous and periodical training and orientation of all employees in the Toyota Production System (TPS).  Adhering to such will limit the number of defect issues and legal matters. 
7. APPENDICES
Appendix I

Figure 1: Toyota Unit Sales by Major Markets
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Source: Toyota Motor Corporation Audited Financial Statements (Form 20-F), page 22.
Figure 2: Toyota Revenue by Major Markets
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Source: Toyota Motor Corporation Audited Financial Statements (Form 20-F), page 22

Table 1: Toyota’s market share by Locations on a retail basis.

	Market
	FY2017
	FY2018
	FY2019
	FY2020
	FY2021

	Japan
	47.8%
	46.9%
	45.9%
	48.8%
	51.9%

	North America
	13.2%
	13.4%
	13.2%
	13.50%
	14.0%

	Europe
	4.6%
	4.8%
	4.80%
	5.3%
	6.0%

	Asia (Excluding Asia)
	15.1%
	13.4%
	13.7%
	13.8%
	11.8%


Source: Toyota Motor Corporation Audited Financial Statements (Form 20-F), page 22.

Figure 3: Toyota Profitability over the last five fiscal years
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Source: Toyota Motor Corporation Audited Financial Statements (Form 20-F)
Appendix II – Comparative Financial Analysis

Figure 1: Toyota’s Revenue Comparison
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Source: Capital IQ by S&P Global

Figure 2: Toyota’s EBITDA Margin Comparison
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Source: Capital IQ by S&P Global

Figure 3: Toyota’s Return on Equity Comparison
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Figure 4: Toyota’s Return on Equity Comparison
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Appendix III: Key Financial Ratios of Toyota Motor Corporation

	Financial Ratios
	 
	 
	 
	 
	 

	For the Fiscal Period Ending
	12 months
Mar-31-2017
	12 months
Mar-31-2018
	12 months
Mar-31-2019
	12 months
Mar-31-2020
	12 months
Mar-31-2021

	Profitability
	 
	 
	 
	 
	 

	  Return on Assets %
	 2.6% 
	 3.0% 
	 3.0% 
	 2.8% 
	 2.4% 

	  Return on Capital %
	 3.4% 
	 3.9% 
	 3.9% 
	 3.6% 
	 2.9% 

	  Return on Equity %
	 10.8% 
	 13.8% 
	 10.1% 
	 10.2% 
	 10.0% 

	  Return on Common Equity %
	 10.6% 
	 13.7% 
	 9.8% 
	 10.2% 
	 10.2% 

	Margin Analysis
	 
	 
	 
	 
	 

	  Gross Margin %
	 17.6% 
	 18.7% 
	 18.0% 
	 18.0% 
	 17.8% 

	  SG&A Margin %
	 10.4% 
	 10.5% 
	 9.9% 
	 10.0% 
	 9.7% 

	  EBITDA Margin %
	 13.1% 
	 14.1% 
	 14.1% 
	 12.3% 
	 13.0% 

	  EBITA Margin %
	 7.2% 
	 8.2% 
	 8.1% 
	 8.0% 
	 8.1% 

	  EBIT Margin %
	 7.2% 
	 8.2% 
	 8.1% 
	 8.0% 
	 8.1% 

	  Net Income Margin %
	 6.6% 
	 8.5% 
	 6.2% 
	 6.8% 
	 8.3% 

	Asset Turnover
	 
	 
	 
	 
	 

	  Total Asset Turnover
	0.6x
	0.6x
	0.6x
	0.6x
	0.5x

	  Fixed Asset Turnover
	5.0x
	5.1x
	5.0x
	3.5x
	2.4x

	  Accounts Receivable Turnover
	12.5x
	12.6x
	12.2x
	12.4x
	11.5x

	  Inventory Turnover
	9.7x
	9.2x
	9.0x
	8.9x
	7.8x

	Short Term Liquidity
	 
	 
	 
	 
	 

	  Current Ratio
	1.0x
	1.0x
	1.0x
	1.0x
	1.1x

	  Quick Ratio
	0.8x
	0.8x
	0.8x
	0.9x
	0.9x

	  Avg. Days Sales Out.
	                29.1 
	                         28.9 
	              29.8 
	                 29.5 
	                  31.7 

	  Avg. Days Inventory Out.
	                37.7 
	                         39.8 
	              40.5 
	                 41.1 
	                  46.7 

	  Avg. Days Payable Out.
	                41.4 
	                         41.3 
	              40.6 
	                 39.8 
	                  44.9 

	  Avg. Cash Conversion Cycle
	                25.4 
	                         27.3 
	              29.7 
	                 30.8 
	                  33.5 

	Long Term Solvency
	 
	 
	 
	 
	 

	  Total Debt/Equity
	 106.6% 
	 100.6% 
	 101.5% 
	 102.0% 
	 106.9% 

	  Total Debt/Capital
	 51.6% 
	 50.1% 
	 50.4% 
	 50.5% 
	 51.7% 

	  LT Debt/Equity
	 55.4% 
	 52.3% 
	 53.5% 
	 55.2% 
	 56.3% 

	  LT Debt/Capital
	 26.8% 
	 26.1% 
	 26.6% 
	 27.3% 
	 27.2% 

	  Total Liabilities/Total Assets
	 62.7% 
	 61.4% 
	 61.4% 
	 60.5% 
	 61.0% 

	  EBIT / Interest Exp.
	67.9x
	87.0x
	87.5x
	54.4x
	51.8x

	  EBITDA / Interest Exp.
	122.8x
	149.9x
	151.3x
	85.6x
	85.1x

	  (EBITDA-CAPEX) / Interest Exp.
	2.2x
	19.4x
	18.2x
	7.6x
	2.8x

	  Total Debt/EBITDA
	5.4x
	4.7x
	4.8x
	5.8x
	7.2x

	  Net Debt/EBITDA
	1.9x
	1.6x
	1.8x
	4.1x
	4.6x

	Growth Over Prior Year
	 
	 
	 
	 
	 

	  Total Revenue
	 (2.8%) 
	 6.5% 
	 2.9% 
	 (1.2%) 
	 (8.9%) 

	  Gross Profit
	 (16.1%) 
	 12.9% 
	 (0.8%) 
	 (1.2%) 
	 (10.2%) 

	  EBITDA
	 (19.5%) 
	 14.7% 
	 2.8% 
	 (13.3%) 
	 (4.1%) 

	  EBITA
	 (30.1%) 
	 20.3% 
	 2.4% 
	 (2.4%) 
	 (8.4%) 

	  EBIT
	 (30.1%) 
	 20.3% 
	 2.4% 
	 (2.4%) 
	 (8.4%) 

	  Earnings from Cont. Ops.
	 (20.8%) 
	 34.2% 
	 (23.2%) 
	 6.3% 
	 8.1% 

	  Net Income
	 (20.8%) 
	 36.2% 
	 (24.5%) 
	 8.1% 
	 10.3% 

	  Normalized Net Income
	 (21.9%) 
	 20.7% 
	 (4.2%) 
	 (5.3%) 
	 7.5% 

	  Diluted EPS before Extra
	 (18.5%) 
	 39.0% 
	 (22.5%) 
	 11.6% 
	 10.4% 


Source: Capital IQ by S&P Global
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