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[bookmark: _Toc224843542][bookmark: OLE_LINK246]Upon successful completion of this module the student should be able to:

· Apply relevant strategic and economic models in order to assess the impact of current economic conditions and organisations strategic approach.
· Analyse the major forces shaping the current business environment and critically assess their impacts on the development of corporate and business level strategy.
· Assess markets in action based on micro-economic and macro-economic foundations, including different market structures and their influence on strategy.
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Executive Summary
[bookmark: OLE_LINK101]Abstract: The objective of this study is to analyze the strengths and weaknesses of Toyota Motor Corporation in the competitive market environment, identify the factors influencing Toyota's market competition, and determine strategic adjustment recommendations for Toyota based on the analysis results. This study employs internal and external theories for a systematic analysis. The findings indicate that, from a partial perspective, government decisions have a significant impact, and environmental science and technology innovation price variables significantly influence Toyota's business decisions. In response to these findings, the next steps are recommended to strengthen enterprise technological innovation experience and technical breakthroughs, develop new products, maintain existing resource competitive advantages, utilize government policy support, and extend the green industrial chain, among other suggestions.
















[bookmark: OLE_LINK93][bookmark: OLE_LINK38][bookmark: OLE_LINK37][bookmark: OLE_LINK78][bookmark: OLE_LINK82][bookmark: _Toc225448421]Introduction
[bookmark: OLE_LINK120]This research report takes Toyota Motor Corporation of Japan as the subject of study. Founded in 1937, Toyota primarily engages in the production of fuel-powered passenger cars and SUVs. The company has subsidiaries, production facilities, and sales outlets in every country around the world. With a long history, Toyota boasts extensive experience in fuel vehicle technology, economic management, and talent management, and takes pride in its high export sales and brand recognition. However, with the expansion of the new energy vehicle market, changes in consumer perceptions, the diversification of competition among new energy vehicle brands, and strategic management challenges, Toyota's market operations face threats, putting it in intense competition within the automotive brand sector. The core issues of the enterprise mainly lie in the insufficient innovation capability in new energy vehicle technology and the lack of market operation strategies for new energy vehicles. Since the new energy vehicle market has not been fully developed, this paper takes Toyota Motor Corporation as the research object and adopts an overall research perspective. Its practical value is mainly reflected in the following aspects: based on an in-depth investigation of the company's current development status, existing problems, and internal and external competitive environment, this study employs theoretical analysis methods such as SWOT, PESTEL, and Porter's Five Forces model.







[bookmark: _Toc225448422]External macroeconomic factors

A strategic planning approach and comprehensive theoretical analysis are needed to examine the interdependencies among these macro-environmental factors. Toyota Motor Corporation has been able to achieve higher strategic coordination goals and innovative operational efficiency (Hittet ., 2020). Theoretical frameworks such as the PESTEL framework and the Five Forces model are used for such analyses.




[bookmark: OLE_LINK5][bookmark: OLE_LINK49][bookmark: _Toc225448423]PESTEL analysis of Toyota Motor Corporation's external macroeconomic factors
[bookmark: OLE_LINK60][bookmark: OLE_LINK61]PESTEL analysis is a framework used to evaluate the macro-environment, which refers to the external environment in which any business operates, to identify opportunities and risks. This model is applied to analyze the external innovation sustainability of Toyota Motor Corporation.









[bookmark: _Toc225448424][bookmark: OLE_LINK104]Political Factors

[bookmark: OLE_LINK42]Political changes affect the market, which in turn impacts Toyota's sales capacity and the production of automobiles and vehicles. Government policies regarding environmental protection and carbon emissions also influence Toyota's manufacturing and sales. （DAmato ，2017) pointed out that stricter emission regulations in Europe have forced consumers to purchase new energy vehicles, leading to an increase in demand for new energy vehicles and a decline in the purchase of traditional fuel-powered cars, thereby reducing the supply and demand for fuel-powered cars. This has weakened Toyota's competitive advantage and market position in the traditional fuel-powered car sector. Policies promoting the replacement of fuel-powered cars with new energy vehicles have also prompted Toyota manufacturers to further increase their investment in the research and development of environmentally friendly vehicle models in the next step. (Protts, 2017)



[bookmark: OLE_LINK48][bookmark: _Toc225448425][bookmark: OLE_LINK105]Economic factors refer to macroeconomic
[bookmark: OLE_LINK45][bookmark: OLE_LINK85]The Toyota automotive market has achieved sustained and stable economic growth, maintaining steady economic expansion. Its gross domestic product (GDP) in 2023 was approximately 1.8 trillion US dollars, a 3.2% increase from the previous year. With a diversified economic structure and strong ability to attract foreign investment, it provides a continuous driving force for economic growth. Meanwhile, public infrastructure is continuously being improved, enhancing the competitiveness of the labor cost structure. The economic impact also constantly influences the operations of the Toyota automotive market..  (Yang,  Shi, 2024,)

[bookmark: OLE_LINK46]
[bookmark: _Toc225448426][bookmark: OLE_LINK103]Social Factors 
[bookmark: OLE_LINK47]Public awareness and acceptance of electric vehicles are crucial for their widespread adoption. As new market dynamics emerge, generational shifts occur, and concerns about sustainability grow, consumer attitude groups are also continuously evolving (Rezvi, 2025). Furthermore, surveys indicate that younger generations show increasing interest in sustainable transportation, with 45% of young people preferring electric vehicles over traditional gasoline-powered cars (Preedakorn et al., 2023). This shift in consumer perceptions also presents potential challenges to Toyota's market competitiveness and product substitutability.

[bookmark: _Toc225448427][bookmark: OLE_LINK102]Technological Environment
[bookmark: OLE_LINK51]Technological advancements are intensifying competition for Toyota. Digital transformation, artificial intelligence (AI), and the shift from traditional assembly lines to intelligent production methods are reshaping conventional industrial manufacturing. The automotive industry is adapting its production models and launching new autonomous vehicle products (Adebayo & Zhang, 2023). The latest developments in electric vehicle (EV) technology have improved battery efficiency (Kane, 2022). New energy vehicles are gradually replacing traditional gasoline cars of brands like Toyota, leveraging their advantages from introducing new products through innovative production technologies to enhancing product practicality, leading to Toyota's lag in innovation.
[bookmark: OLE_LINK20][bookmark: OLE_LINK21][bookmark: _Toc225448428]Legal Environment
[bookmark: OLE_LINK84]Law also affects Toyota's operations, as it can lead to substantial fines (Silverman, 2020). Existing regulations related to electric vehicles are crucial for industry development and sustainability. Safety standards and emission regulations aim to reduce harmful pollutants emitted by vehicles (Sulmeisters, 2022). Governments around the world have implemented standards set by automotive research institutions to ensure that electric vehicles meet safety requirements (Directorate-General for the Environment, 2023). New energy vehicle companies with insufficient understanding of different countries' laws may face industry penalties, damaged corporate reputation, and reduced benefits. Toyota's comparative advantages in automotive operations serve as an example of this.
[bookmark: _Toc225448429]environmental Factors 
[bookmark: OLE_LINK57][bookmark: OLE_LINK63][bookmark: OLE_LINK62]A study on the impact of environmental factors on Toyota's operational outcomes. These factors encompass the opportunities and threats that the company faces in its operating environment. Kotler and Keller (2020) emphasize that dynamic environmental changes require organizations to continuously adapt to external pressures in order to maintain a competitive advantage. Environmental change is crucial for ensuring survival and development (Johnson, 2022). Life Cycle Assessment (LCA) of electric vehicle (EV) batteries is essential for understanding their environmental impact throughout the entire process from production to disposal (Temporelli et al., 2020). Despite differences, electric vehicles generally have a lower overall carbon footprint than internal combustion engine vehicles, which is precisely Toyota's strength.

[bookmark: OLE_LINK66][bookmark: _Toc225448430][bookmark: OLE_LINK6]The Porter's Five Forces Model in Sustainable Market Competition
The Porter's Five Forces model can be used to analyze the competitive environment of the Toyota automotive industry. These five forces include the threat of new entrants, the threat of substitutes, supplier bargaining power, buyer bargaining power, and the intensity of competitive rivalry.

[bookmark: _Toc225448431][bookmark: OLE_LINK107][bookmark: OLE_LINK106]Analysis of Toyota using Porter's Five Forces Model
• Threat of New Entrants: The threat of new entrants in the Toyota automotive industry is relatively low. The industry has low growth potential and profits from customer loyalty, which attracts many repeat customers and new customers through loyalty.
• Threat of Substitutes: The threat of substitutes in the Toyota automotive industry is high. Toyota vehicles compete with new energy vehicles, resulting in a high level of product substitution.
• Bargaining Power of Suppliers: The bargaining power of suppliers in the Toyota automotive industry is relatively low. Key component configuration technologies are mature, giving suppliers limited bargaining power.
• Bargaining Power of Buyers: The bargaining power of buyers in the Toyota automotive industry is relatively high. Toyota vehicles and new energy vehicles compete on technological content and brand pricing, and the diversity of products influences buyers' bargaining power.
• Intensity of Rivalry Among Competitors: The intensity of competition within the Toyota automotive industry is high. There are numerous enterprises in the industry, with continuous technological innovation and intense competition among companies.
[bookmark: OLE_LINK67]


From external analysis, it can be concluded that Toyota's business operations in the market are like a double-edged sword—it has strong substitutability in the new energy technology market due to its long-term operational model in production and operations. Influenced by policy and economic environments, if Toyota cannot lead this technological innovation transformation, its traditional model may become obsolete in a world dominated by platforms.
To enhance Toyota's market competitiveness, it is necessary to adjust its operational strategies by learning from the experience of new energy vehicles and launching new Toyota new energy vehicle products.



Toyota once maintained stable market loyalty through brand building. From another perspective, the popularization of electric vehicles can also reduce Toyota's market operation risks and enhance its soft power.
[bookmark: _Toc225448432][bookmark: OLE_LINK108]Internal analysis
Through internal analysis, which involved comparative analysis using the value chain and new energy vehicle cases, Toyota's competitive advantage resources have been identified. These resources help address relevant issues in the short term; however, in the long run, Toyota's resources are comparable to those of new energy vehicles and thus cannot form a sustainable competitive advantage.
[bookmark: _Toc225448433][bookmark: OLE_LINK109][bookmark: OLE_LINK116]VRIO Framework Competitive Advantage Analysis

A competitive advantage identification technology based on the VRIO framework was developed by applying the value chain model. The VRIO framework is constructed through a series of questions regarding resources and capabilities (Ariyani., 2018).
[bookmark: OLE_LINK72][bookmark: OLE_LINK69][bookmark: OLE_LINK114]
a. Value: By enhancing operational efficiency and effectiveness, enterprises can better seize opportunities and address threats (Ariyani, 2018). Toyota's strengths include its operational efficiency, well-coordinated systems, inclusive corporate culture, and stable team members, and these competitive advantages also exist in the new energy vehicle industry.
b. Rarity: Resources and capabilities are controlled by other companies or rarely possessed by them (Ariyani, 2018). Toyota's vehicles are of high quality and durable. Compared with new energy vehicles, which have advanced technology but unstable quality, these advantages are strengths of Toyota's automobiles.
c. Inimitability: These resources and capabilities are difficult to imitate or replicate (Ariyani, 2018). Toyota has a stable raw material supply chain and owns its own supply factories. New energy vehicles have higher requirements for resource matching, which gives Toyota an advantage in terms of inimitability.
d. Organizational Support: The company provides support and management for resources and capabilities (Ariyani, 2018). Toyota has a mature organizational management system and provides good welfare for employees. Analysis shows that new energy vehicles have competitive advantages.
[bookmark: _Toc225448434][bookmark: OLE_LINK110][bookmark: OLE_LINK8]Resource-Based View (RBV) Evaluation

The Resource-Based View (RBV) emphasizes that heterogeneity arises from the resources and capabilities controlled by firms. The Resource-Based View explains a firm's internal resources, and the interactions among these internal organizational resources have the potential to enhance firm performance and achieve sustained competitive advantage (Galdino ., 2023; Hitt., 2016). From the previous analysis, it can be concluded that Toyota's competitive advantage primarily stems from intangible resources such as team stability, mature management systems, corporate culture, and high-quality automobile products, while it lacks advanced technological innovation experience in tangible aspects, among others. (Barney, 1991， Hesterly, 2015)
According to Barney and Hesterly (2015), the comparative analysis concludes that Toyota's competitive advantage only provides a short-term competitive edge and is easily replaceable.
[bookmark: OLE_LINK113]From the analysis of Toyota Motor Corporation, it can be seen that high quality, while valuable, mainly lies in its high standards for raw material supply and vehicle quality. Other competitive values are not scarce and can also be achieved by other brands in the long run, so they are not long-term advantages.

[bookmark: OLE_LINK39][bookmark: OLE_LINK70][bookmark: OLE_LINK36][bookmark: OLE_LINK71]Toyota's business strategy model shifts towards a low-price stable range by enhancing service expected value and introducing new energy sources, thereby eliminating the cost-value trade-off that exists in the high-end market with no competition.


[bookmark: OLE_LINK10][bookmark: OLE_LINK83][bookmark: _Toc225448435] SWOT Analysis
Based on the analysis of internal and external systems, we have decided to use SWOT analysis as a strategic thinking tool. Through the previous analysis, when constructing the SWOT matrix, we identified the favorable and unfavorable aspects of Toyota's market development.

[bookmark: OLE_LINK17]Strengths (S) — These are internal resources that support an organization in achieving its goals. Strengths primarily include strong brand reputation, stable team and employee base, and a complete raw material supply chain. Identifying these strengths helps enterprises leverage their own advantages to maintain a competitive.
Weaknesses (W) — These are internal factors that may hinder an organization from achieving its goals. They include a lack of experience in new energy vehicles, gaps in the new energy vehicle market, and a shortage of advanced technical talent.
Opportunities (O) — These are external factors or market trends that an organization can utilize to gain an advantage. Opportunities arise from changes in consumer demand behavior, government policy issuance and adjustments, shifts in market demand, and new growth avenues brought about by regulatory changes.
[bookmark: OLE_LINK31]Threats (T) — These are external factors that may jeopardize an organization's success. Threats can come from multiple sources, including technological innovation in new energy vehicles, the emergence of new competitors in the new energy vehicle industry, and changes in government regulations. Identifying these threats helps enterprises prepare for potential challenges.






[bookmark: OLE_LINK35]From its strengths and weaknesses, continuous increases in investment are needed to reduce product competitiveness. This would lower brand image and make it unsuitable for high-net-worth users (Chen, 2024). Toyota's disadvantages can be turned into advantages by supplementing charging pile infrastructure equipment, expanding Toyota's market coverage, and reducing reliance on the low-end market as well as consumer upgrading trends.In terms of opportunities, reduced government subsidies may weaken price competitivenessToyota's competitive advantages. Promote product updates and iterations, and drive the extension of the industry

[bookmark: _Toc225448436][bookmark: OLE_LINK111]Toyota's Strategic Planning and Competitive Positioning

[bookmark: OLE_LINK33]Toyota Motor Corporation's current strategy centers on automotive product quality, emphasizing low cost and reliability. However, with the expansion of the new energy vehicle market, new markets require new technologies and management approaches. The emergence of the new energy vehicle consumer market also indicates that Toyota's strategic reliance on reliability is not applicable to the new market business models. To enable Toyota to achieve technological breakthroughs in the new energy vehicle market, based on previous analysis, Toyota can adopt the following methods proposed by Ansoff when formulating business strategies: Market Development — focusing on developing new markets or new market segments for existing products or services. This includes leveraging existing experience to expand and strengthen Toyota's existing product synergies in the traditional fuel vehicle market, while precisely segmenting and managing the fuel vehicle market to ensure no interference between different segments. Diversification — focusing on developing new products to enter new markets. In terms of diversification, innovatively develop new energy vehicle products and improve supporting facilities and equipment for new energy vehicles. (Ansoff, 2013) These shortcomings of Toyota have exacerbated the pressure on its capital chain. The low-priced sub-brand 'Toyota' has failed to break into the market in the short term, falling into a dilemma of being neither high-end nor affordable. With a low proportion of equity financing, limited financing channels, and a high financial risk, coupled with a shortage of innovative talent.

[bookmark: _Toc225448437][bookmark: OLE_LINK11][bookmark: OLE_LINK12]Sustainability and Strategic Recommendations

[bookmark: OLE_LINK68][bookmark: OLE_LINK119]In the development of new energy vehicles, Toyota has concluded that new energy vehicles can change management and business models, reduce long-term costs, maintain corporate reputation, and continuously enhance brand image. The limitations of this study have pointed out new directions for future research. The following suggestions are proposed for next steps: First, conduct more in-depth investigations into consumer preferences for new energy vehicles through questionnaires and experimental design, and carry out comparative studies and analyses to gain early insights into the new energy vehicle market. Second, increase investment in new energy technologies to fill Toyota's gap in the new energy vehicle market and recruit high-tech talent in the new energy field. Third, flexibly utilize government policies and strengthen ties with the government. Fourth, extend Toyota's green industrial chain.






[bookmark: _Toc225448438]Conclusion
[bookmark: OLE_LINK40][bookmark: OLE_LINK117][bookmark: OLE_LINK121]
Through theoretical strategic analysis, a complex situation where opportunities and challenges coexist in the current internal and external environment has emerged. Toyota's significant competitive advantages and disadvantages stem from competing with the new energy vehicle market, a point further reflected in its response to emerging trends. To address these challenges and seize opportunities, more in-depth internal and external market analysis has identified Toyota's strengths and weaknesses, which can be mutually convertible. When facing the market, Toyota enhances its corporate technological innovation capabilities and adjusts its operational experience by leveraging its existing product competitive advantages. Conclusions drawn from identifying threats, along with insights into government policies and other reference recommendations, will provide prudent guidance for Toyota's future business operations.
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