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[bookmark: _Toc220404306]Executive Summary
Strategic management is inherent in almost every company. However, its application in companies varies depending on how managers use resources and capabilities to create a competitive advantage. Companies rely on strategic management whenever they want to analyse and draw insights from their strategic position, choices, and, eventually, the right strategic action to create a strong competitive advantage. 
The strategic position shows that Toyota GB's purposes involve using software, hardware, and partnerships with various categories of stakeholders to create unique value. It is through this that Toyota has succeeded in manufacturing multiple vehicle models, including small cars, SUVs, family cars, vans and pick-ups. Performance shows a decline over the last two years across all financial metrics. Core drivers of such poor performance include financial costs from paying high interest rates on borrowing, foreign currency volatility, increases in lending volumes to other business units, and pension scheme deficits. Moreover, Toyota has reported declining revenues due to lower sales volumes across its products and services. The paper recommends that management formulate a strategic plan to reduce rising financial costs. Among the new strategies, the company should enter into partnerships with HVS (Hydrogen Vehicle Systems) and Riversimple to share the cost of manufacturing fuel cells to power battery-electric vehicles, and management should localize production processes to lower currency risks and logistics costs. Invest in connected services and non-vehicle products such as subscription services and monthly maintenance packages in every state in the UK. Strategic financial management through conservative balance sheet and reserves, refinancing risks through diversification efforts, and hedging currency risk.    
[bookmark: _Toc220404307]Introduction 
Strategic management covers different meanings and benefits to businesses. According to Johnson, Scholes, and Whittington (2008), strategic management begins with an understanding of a strategy as a direction and scope an organization seeks to follow over a long period to create and achieve competitive advantage. Companies do this by configuring resources and competencies to fulfill stakeholder expectations (Nag, Hambrick, & Chen, 2007). Strategic management also helps management assess appropriate strategic choices and actions needed to create sustainable competitive advantage against other competitors (Grant, 2018; Fogel, 2016).
The objective of this paper is to provide a strategic formulation plan for Toyota GB Public Limited Company in the automotive industry. The report covers five specific sections. The background identifies the name, products, and the location of operation. The second section explains the strategic intent through the vision, mission, and objectives. The third section discusses the income statement to understand the current performance over the last five years. The strategic analysis uses PESTEL and SWOT analyses to underscore the effects of the external and internal environments on Toyota's strategy. The strategy formulation identifies limitations in the current strategy and proposes numerous strategies to create sustainable competitive advantage.  
[bookmark: _Toc220404308]Company Overview 
	Toyota (GB), a UK-based company, operates within the automotive sector as a public limited company. It is a strategic business unit with a full structural mandate and functions to manufacture, distribute, and sell automotive products to target customers. Toyota GB PLC operates through two facilities. The vehicle, spare parts, and accessories facility is located at Burnaston in Derbyshire. On the other hand, the engine manufacturing facility is located at Deeside in North Wales. Toyota set up the facility in 1989 after operating as an importer of finished products and second-hand vehicles from Japan.
	The vehicle functional unit specializes in designing, manufacturing, marketing, and supplying new and second-hand vehicles. Currently, Toyota specializes in manufacturing four brands of new vehicles, ranging from small cars to SUVs, family cars, vans & and pick-ups. Moreover, the company also sells used vehicles, spare parts, and accessories. The company now responds to the government's move to have all new automobiles transition to zero-emission electric cars. Even though the government has set a 2035 deadline, Toyota's product mix includes electric, plug-in hybrid, self-charging hybrid, and hydrogen cars (Toyota, 2025). The expert care service is part of the company's customer experience strategy to create loyal customers who will always bring their vehicles back. Its strategy involves offering expert services and selling genuine parts. 
[bookmark: _Toc220404309]Strategic Intent 
	Toyota uses its vision to state its intention to create mobility for everyone. It is through such a vision that it develops different innovative mobility solutions for everyone across the system, which works to improve the quality and availability of mobility for communities, businesses, municipalities, and households (Toyota Code of Conduct, 2025). The company amplifies this strategic intent through its mission of adding value to society by "producing happiness for all." The company considers everyone's input in its decisions (Liker, 2021). It leverages technology as one of the best tools to achieve a future of convenience and happiness for employees, suppliers, and communities. 
Toyota's objective statement amplifies the quantitative outcomes of its goals for stakeholders. For example, management seeks to distribute and sell Toyota and Lexus motor vehicles, related spare parts, and accessories to target customers (Liker, 2021). It is through this that Toyota generates profitable volume growth and reduces the environmental impact of its operations and product sales. Therefore, the above four approaches illustrate the purpose of Toyota's strategy and how it defines its overall purpose in different UK markets where it operates. 
 
Figure 1: Toyota GB's strategic intent shown through its values, vision, and mission
[image: ]
Source: Toyota Code of Conduct

[bookmark: _Toc220404310]Company Current Performance 
Toyota recorded declining revenues in 2024 - 2025. This affected total sales performance, both vehicle and non-vehicle. Similarly, the cost of sales grew by 1.5 times before declining by about £142 million in 2025. A similar pattern was experienced across the operating profits. For example, operating profits increased fourfold from £13 million to £58 million over the first four years from 2021 to 2024. It then declined to £54 million in 2025. The net operating profits grew by four times. 
Unlike the first metrics, the financial statements show that Toyota recorded a steady increase in finance costs over the years of study. Specifically, the costs increased by more than five times. Such an increase led to a significant reduction in the earnings before taxation. The finance costs covered interest on borrowed funds and expenses associated with interest rate swaps used to hedge financial instruments. In addition, the fees cover the operational costs recorded by Toyota, such as operating leases (the non-cash leasing of vehicles to customers), offering of credit defaults by customers or when they fail to meet their obligations, losses in residual values from car leases to customers, and when the Euro fluctuates against the Yen. Hence, Toyota recorded a significant increase of more than 5 times over the last 5 years, from £10.9 million to £55.9 million. Consequently, it led to a significant reduction in Earnings before taxation. 

Figure 2: Income Statement for the year ended 31 March 2021 – 2025 (£ '000)
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[bookmark: _Toc220404311]Toyota’s Strategic Analysis 
[bookmark: _Toc220404312]PESTEL
[bookmark: _Toc220404313]Political 
The government uses the DRIVE35 to fund £2.5 billion to support R&D investment (Jones, 2025). Toyota GB can now support most R&D initiatives, accelerate the transformation and enhancement of its latest R&D, scale commercial vehicles, and ensure that manufacturers achieve zero-emission electric cars faster than the expected deadline, as indicated in Figure 3. The figure shows 2035 as the official deadline for all automakers to comply with government regulations to stop manufacturing trade-in cars (Benard et al., 2025). Toyota must now develop strategic alternatives to transition before the deadline. 
Figure 3: The zero-emission mandate target dates
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Source: Benard et al., 2025
[bookmark: _Toc220404314]Economic
	Taxation, material costs, and upfront costs affect Toyota's strategy for achieving a complete transition to EVs. The government seeks to formulate a road-pricing system based on distance and vehicle type. Such taxation affects Toyota's ability to scale beyond the current declining revenues. Besides, EVs could attract less than £700 to operate a year (Smeeton, 2023). Automakers are likely to generate more economic value when they transition from traditional diesel and petroleum-based vehicles to complete ZEVs. Similarly, other business players in logistics and taxation are expected to benefit from the transition. Therefore, Toyota management should consider implementing measures to accelerate the transition before the set dates.  
[bookmark: _Toc220404315]Social Analysis 	
Upfront costs in the EV market have driven a majority of consumers to record-high demand for used EVs. The market faces numerous constraints, making it harder for customers to adopt more EVs. For example, a study shows that such constraints include higher upfront fees, negative perceptions among customers regarding the potential for hazards or fire, and insufficient charting stations (Benson et al., 2025). Besides, regions with the highest demand for used EV cars include the South East, the North West, and the Midlands (SMMT, 2025). The rise in demand also stems from the finding that such cars now sell at a similar price to new traditional diesel or petrol cars (Office for Zero Emission Vehicles, 2025). 
Figure 4: Regions with varying demand for used EV cars

Source: SMMT, 2025
[bookmark: _Toc220404316]Technological Analysis
	Advancements in fuel cell technology help manufacturers to decarbonize a majority of Heavy Goods Vehicles (HGVs). However, Benson et al (2025) argue that this could require manufacturers to increase production of carbon-hydrogen. The government remains neutral in areas of technology needed to support manufacturers' transition. 
[bookmark: _Toc220404317]Environmental Analysis   
The government advocates for manufacturers to transition to EVs due to their lower emissions. However, many concerns have also been raised about the possibility that such cars could cause emissions. Benson et al. (2025) outline concerns as lifecycle emissions, the application such as minerals to produce batteries, and disposal after use. Additionally, batteries emit substances throughout their lifecycle, during operation, and during manufacturing. Manufacturers use rare minerals, which eventually increase their emissions. Management should consider strategic alternatives to help tackle such challenges. Strategic management demands that leadership develop expectations about the likelihood of incurring costs when the company emits gases into the atmosphere. Response mechanisms will help leadership continue to innovate the best solutions. 
Figure 5: EV and traditional vehicles record varying emission trends in 2025
[image: ] 
Source: ICCT, 2025
	
[bookmark: _Toc220404318]Legal Analysis
The UK government, through the Department for Transport, has mandated that all automakers transition from traditional car models to zero-emission electric vehicles. Companies must now develop models that reduce greenhouse gas emissions (Benson et al., 2025). Moreover, the report now states that legal requirements for data protection must be met (SMMT, 2025). The new regulations have come into effect following BREXIT. Automakers such as Toyota GB PLC must formulate strategies to accelerate their transition to meet the 2035 deadline.  
[bookmark: _Toc220404319]SWOT Analysis
	Strengths
· Large economies of scale servicing different customers (Toyota, 2025)
· Four brand models – small cars, SUVs, Family cars, vans, & Pick-ups
· Partial transition to EVs mandate through electric and hybrid vehicles
· Leverage of fleet and business models to manage fleet management, sole traders, and local businesses, car drivers (Toyota, 2025). 
	Weaknesses 
· Has over 80,000 public charging points, but still insufficient to serve the market (Benson et al., 2025). 
· High upfront costs driven by VAT (Benson et al., 2025)
· Yearly increasing finance costs from interest rate expenses, high funding costs to affiliated businesses, inflationary pressure, and volatile instruments, such as expenses needed to manage interest rates and risks from currencies (Toyota financial report, 2025). 


	
	

	Opportunities
· High demand for used EV cars in Southeast, Northwest, and Midlands 
· Adoption of technology increases customer experience through online ordering 
· Higher demand for fleet and business financing, hire purchase, and LCV business leasing 
	Threats
· Intense competition from low-cost but volume-driven manufacturers focusing on EV production – Hyundai, Nissan, Ford, Volkswagen, Suzuki, and Honda
· High fuel production for fuel EV and natural gas production (ICCT, 2025)
· Pressure from the government to achieve the 2035 ZEV target (Benson et al., 2025)
· High upfront costs limit many customers from buying its brands
· Shift in customer preferences for used EV cars  



[bookmark: _Toc220404320]Strategy Formulation 
 Toyota's current strategy formulation involves focusing on the transition from traditional to hybrid and fully electric vehicles. However, the transition has been slow due to limited net income available to support future investments in R&D, fuel cell production, and the expansion of charging points across the UK market.   
Toyota management can create a strategic alliance with HVS (Hydrogen Vehicle Systems) and Riversimple. HVS ranks among the greatest companies in the manufacturing of 40-tonne hydrogen-electric heavy goods vehicles with a 370-mile range. Riversimple produces lightweight hydrogen fuel cells. The move to pursue backward integration would help Toyota share costs and risks in designing and producing fuel cells while focusing on its core business of designing EVs to meet the 2035 target deadline (Barney & Hesterly, 2015).
Toyota could also consider strategic investments to reduce the annual rise in finance costs, which are driven mainly by interest rates on borrowing, foreign currency volatility, increases in lending volumes, and pension scheme deficits. By localizing its production processes, it reduces logistics costs and currency risk. 
Enhance earnings from value chains through connected services and non-vehicle revenues (Lynch, 2015). The company can increase its current revenues by diversifying into other subscription services. Management should offer non-vehicle subscription services to increase revenue through accessories and parts, used EVs, and customer financing to lower upfront costs. 
Adopt strategic financial management through three avenues. First, management should maintain Toyota's strong economic stability by maintaining a conservative balance sheet and reserves. Set aside more funding to support R&D activities while at the same time ensuring that it sustains its debt. Second, management should consider reducing refinancing risks through diversification efforts (Hill, Schilling, & Jones, 2017). Toyota to time the repayment and redemption of all its long-term funds to reduce cases of higher interest rates. Additionally, hedge currency risk through a range of financial instruments, from yen hedging to interest rate swaps. All these strategies would ensure that Toyota manages any impact from foreign currency fluctuations.   
Management should improve the Kaizen principle to improve how it manages costs and efficiency (Liker, 2021). Toyota should reduce material costs and replace the most expensive materials. Cut down most fixed costs across all production processes. Adjust production plans to avoid waste and sustain efficient inventory management.  
[bookmark: _Toc220404321]Conclusion and Recommendations 
Toyota management uses strategic management to assess the external environment, resources, its purpose, and organizational culture. The analysis of Toyota's purpose shows that its core value lies in integrating its software, hardware, and partnerships to create new, unique value. Toyota seeks to produce happiness for all, while its vision focuses on creating mobility for all. Toyota leverages the current strength of large economies of scale, strong brand visibility in the market, a partial transition to EV mandates through electric and hybrid vehicles, and the leverage of fleet and business models to manage fleets, sole traders, local businesses, and car drivers. However, the current weaknesses and threats act as barriers to Toyota's ability to create value from current market opportunities. 
The paper recommends that management use the above strategic alternatives to strengthen its weaknesses and neutralize threats. Moreover, management should now convert the weaknesses into opportunities to create more revenue. Management should first focus on strategic partnerships with HVS (Hydrogen Vehicle Systems) and Riversimple. Management should also consider enhancing earnings from value chains through connected services and non-vehicle revenues. Management should also maintain a conservative balance sheet and reserves, reduce refinancing risks through diversification efforts, and hedge currency risk. 



[bookmark: _Toc220404322]Reference List
Barney, J. B. & Hesterly, W. S. 2015. Strategic Management and Competitive Advantage: Concepts and Cases. 5th ed. Essex: Pearson Education Limited.
Benson, M., Stewart, I., Hutton, G., and Tyers, R. 2025. Electric Vehicle and Infrastructure. Available at: https://researchbriefings.files.parliament.uk/documents/CBP-7480/CBP-7480.pdf. (Accessed on 27 January 2026)
Fogel, D. S. 2016. Strategic Sustainability: A Natural Environmental Lens on Organizations and Management. 1 Ed. New York: Routledge.
Grant, R. M. 2018. Contemporary Strategy Analysis. 10 ed. NJ: John Wiley & Sons, Inc.
Hill, C. W. L., Schilling, M. A., & Jones, G. R. 2017. Strategic Management, Theory. 12 ed. Boston: Cengage Learning.
International Council on Clean Transportation. 2025. Electric cars are the cleanest—and getting cleaner faster than expected. Available at: https://theicct.org/pr-electric-cars-getting-cleaner-faster/ (Accessed on 26 January 2026)
Johnson, G., Scholes, K., and Whittington, R. 2008. Exploring Corporate Strategy: Text and Cases (8th Ed). Prentice Hall, Financial Times
Jones, S. 2025. Government Support for UK Automotive Sector Statement made on 30 June 2025. Available at: https://questions-statements.parliament.uk/written-statements/detail/2025-06-30/hcws751. (Accessed on 27 January 2026). 
Liker, K. J. 2021. The Toyota way: 14 management principles for the world's greatest manufacturer. McGraw-Hill Education
Lynch, R. 2015. Strategic Management. 7 ed. Harlow: Pearson Education Limited.
Nag, R., Hambrick, D. C., & Chen, M. J. 2007. What is strategic management, really? Inductive derivation of a consensus definition of the field. Strategic Management Journal. 28(9), pp. 935-955.
Office for Zero Emission Vehicles. 2025. Electric vehicles: costs, charging and infrastructure. Available at: https://www.gov.uk/government/publications/electric-vehicles-costs-charging-and-infrastructure/electric-vehicles-costs-charging-and-infrastructure#hydrogen-versus-battery. (Accessed on 25 January 2026)
Smeeton, G. 2023. New petrol cars could cost their owners around £700 a year more to run than electric models, according to new ECIU analysis. Available at: https://eciu.net/media/press-releases/2023/new-analysis-petrol-car-drivers-paid-a-700-petrol-premium-in-2023 (Accessed on 25 January 2026)
SMMT. 2025. Used EV market enjoys record uptake as one in 25 buyers switches over summer. Available at: https://www.smmt.co.uk/used-ev-market-enjoys-record-uptake-as-one-in-25-buyers-switch-over-summer/ (Accessed on 26 January 2026)
Toyota GB PLC. 2025. Better Business with Toyota. Available at: https://www.toyota.co.uk/fleet-business/fleet (Accessed on 27 January 2026)
Toyota GB PLC. 2025. Strategic Report, Report of the Directors and Audited Financial Statements for the Year Ended 31 March 2025 for Toyota (GB) PLC. Available at: https://find-and-update.company-information.service.gov.uk/company/00916634/filing-history (Accessed on 26 January 2026)






Demand	SOUTH EAST	NORTH WEST	WEST MIDLANDS	EAST	SOUTH WEST	YORKSHIRE AND HUMBERSIDE	EAST MIDLANDS	SCOTLAND	LONDON	WALES	293084	222115	208229	196062	187709	179395	161095	160814	151663	108076	


image3.png
ZEV mandate target dates

2024 2025 2026 2027 2028 2029

Cars 22% 28% 33% 38% 52% 66%

Vans 10% 16% 24% 34% 46% 58%
2030

Cars 80%

Vans 70%




image4.png
Life-cycle greenhouse gas emissions of passenger cars sold in the European Union in 2025
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Details 2021 2022 2023 2024 2025

REVENUE 2,249,400          2,906,184          2,930,753   3,527,335   3,392,069  

Cost of sales 2,127,424          2,760,710          2,771,471   3,330,851   3,187,501  

PROFIT 121,976              145,474             159,282       196,484       204,568      

Distribution costs  59,427                73,264                71,107         76,618         80,584        

administrative Expenses 49,570                59,405                55,146         61,469         69,882        

12,979                12,805                33,029         58,397         54,102        

Other Operating Income 419                      433                      453               210               387              

OPERATING PROFIT 13,398                13,238                33,482         58,607         54,489        

Finance Income 645                      641                      745               1,304            1,915           

Other Finance Income 338                      555                      817               -                -               

14,381                14,434                35,044         59,911         56,404        

Finance Costs 10,992                9,958                  17,222         48,404         55,942        

IBTA/PROFIT BEFORE TAXATION 3,389                  4,476                  17,822         11,507         462              

Tax  1,808                  1,319                  3,782            4,649            288 -             

PROFIT FOR THE YEAR 1,581                  3,157                  14,040         6,858            750              


