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[bookmark: _Toc237833369]1. Executive Summary
The automotive industry faces significant structural transformation on a global scale with the electrification, digitalisation and autonomous technologies of the sector, which are accompanied by sustainability aspects and new customer demands. This report outlines a plan for the world-renowned car making company, Toyota Motor Corporation, which is in the midst of devising a strategy. The global brand, Toyota Production System (TPS), manufacturing knowledge, hybrid technology, strong distribution network, and strong financial resources are all significant competitive advantages for Toyota. However, it has major challenges in the face of strong growth in BEVs (battery electric vehicles) and software-defined cars (SDVs), Chinese manufacturers and trade barriers and now tougher environmental rulemaking. Analysis has been done by using PESTEL, Porter's Five Forces, SWOT, VRIO and BCG and value-chain approaches. It says that the Toyota multi-pathway hybrid electric vehicle (HEV), plug-in (PHEV), BEV and hydrogen technology approach is a flexible one, but also one that can lead to dilution. In FY2026, Toyota's sales revenue is estimated to have increased to approximately ¥50.68 trillion, but operating income began to decline slightly, decreasing by 21.5 percent to ¥3.77 trillion (Toyota Motor Corporation, 2026a). There are recommendations for an Integrated Electric and Software Mobility Strategy in the report. Toyota should work to accelerate the growing of the BEVs business and keep the profitable hybrid models alive, as well as accelerate the localization of batteries, and further develop the Arene software platform and its recurring digital services. In this way, Toyota's know-how in its traditional car making can be integrated with technologies required to assist in the production of future cars.
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[bookmark: _Toc237833370]2. Introduction to the Strategy:
Strategic management is the way organisational understands its environment, lays down long-term goals, select the appropriate strategies, and put resources in place to ensure the performance of the organisation. Strategic management is vital to the enterprises facing uncertainty, technological, as well as competitiveness. Using strategy, the manager is able to link the organisation's resources with the outside opportunities and minimise the risks to threat (Johnson et al., 2020). Another theory, the resource-based view, also indicates that companies gain a sustainable competitive advantage if they possess valuable resources which are hard for their rivals to copy (Barney, 1991). At the same time, companies in rapidly evolving industries need to be agile to recognize and exploit new opportunities, reconfigure and redesign the business model (Teece, 2018). In the automotive industry, strategic management takes on a special role because the classic competitive factors are being influenced by the development of electrification, artificial intelligence (AI), connected cars and autonomous driving as well as environmental regulations. With the transition to a more electric-powered mobility system, the number of sales of EVs has increased significantly (IEA, 2025). The aim of this report would then be one of analysing the strategic position of Toyota and developing a suitable strategy for the future. First, it provides an overview of Toyota's past and current strategies and how they're going about it. Then their inner and outer environment is evaluated and strategic decisions are taken. Finally, some recommendations related to Toyota's long-term competitiveness are provided.
[bookmark: _Toc237833371]3. Overview and Background of Toyota Motor Corporation:
Founded in 1937, Toyota Motor Corporation is another Japanese multinational automotive company. It has its headquarters in Toyota City, Aichi Prefecture, Japan. The Company's main business is the automotive manufacturing and mobility industry and on a consolidated basis has about 390,927 employees (Toyota Motor Corporation, 2026b). The Company's primary business is research, production and marketing of motor vehicles. Manufactures passenger cars, sport utility vehicles, commercial vehicles and luxury cars through Lexus. Toyota also deals with the finances and related activities in emerging field of mobility. It has a range of automotive technologies including internal combustion engine (ICE) vehicles, HEVs, PHEVs, BEVs and hydrogen fuel-cell vehicles. This is the expression of Toyota's strategy of providing different mobility options, according to the state of infrastructure, customer requirements and available energy sources (Toyota Motor Corporation, 2025a). The Toyota Production System is an outstanding characteristic of Toyota's success. Toyota has been able to manufacture efficiently, through previously mentioned concepts and practices, such as waste reduction, just-in-time production and quality management (Liker, 2021). Toyota's next move is to make the transition from car company to a mobility company. It's a new paradigm shift because going forward these are no longer just mechanical engineering issues but are more battery, vehicle software, connectivity, data and digital customer relationships.
[bookmark: _Toc237833372]4. Strategic Intent: Vision, Mission and Objectives:
Strategic intent is an organisation's focus and purpose in the long term and it's a way that the organisation wants to communicate. Toyota's vision is 'Creating Mobility for All' and their mission is 'Producing Happiness for All' (Toyota Motor Corporation, 2026c). As part of its Global Vision, the company is also leading the way in the field of future mobility, and transportation – one of the key areas of its business – by integrating the rest of its business activities, is dedicated to the principles of safe and responsible mobility, quality and continuous innovation, and respect for the planet (Toyota Motor Corporation, 2026d). The comments indicate that Toyota is seeking to become more than just an auto manufacturer. Mobility is not just about the mobility of vehicles but about smart mobility, clean mobility, mobility technologies and services for increased mobility. We can conclude that there are some priorities that are Toyota's strategic goals. First, it seeks to become carbon free, through a technology portfolio that is becoming electrified. Second is to guarantee security, security and products quality. Thirdly, Toyota is looking for better software and more sophisticated cars. Fourth is to improve the profitability of the business on a global scale and also adaptability towards the differences among the regional markets. Lastly, Toyota works to forge continuous sustainable relationships with customers, employees, suppliers and the communities (Freeman et al, 2020). 
[bookmark: _Toc237833373]5. Toyota's Current Performance:
To the extent of Toyota, it's relatively well endowed, and on an international scale as well. In FY2026, sales revenue amounted to ¥50.685 trillion, up about 5.5 percent from FY2025. But profit before tax dropped 21.5 percent to ¥3.77 trillion from some ¥4.80 trillion. But Toyota's profits have declined to around ¥3.85 trillion (Toyota Motor Corporation, 2026a). These figures show that in today's world with a high price and an unfriendly geopolitical climate, it is not about the healthiest sales but sales from an external limited global climate. In terms of the market for selling of products, the total retail vehicle sales of Toyota Motor Corporation were approximately 10.48 million units, with some 5.04 million units of electrified vehicles being sold, representing approximately 48.1 percent of total retail vehicle sales (Toyota Motor Corporation, 2026d). It certainly places the Toyota in an advantageous situation (at least in the eyes of Toyota for the hybrid portfolio it possesses at that time).
	Indicator
	FY2025
	FY2026
	Direction

	Sales revenue
	¥48.04tn
	¥50.68tn
	Increase

	Operating income
	¥4.80tn
	¥3.77tn
	Decrease

	Operating margin
	Approx. 10.0%
	Approx. 7.4%
	Decrease

	Toyota/Lexus retail sales
	10.27m
	10.48m
	Increase

	Electrified vehicle sales
	4.73m
	5.04m
	Increase



Table: Selected Toyota FY2026 Performance Indicators
Source: Developed from Toyota Motor Corporation (2026a)
This doesn't appear to have a significant impact on Toyota performance, though. If Toyota Motor Corporation (2026a) estimate is correct that the impact of the US tariffs on operating income for FY2026 will be ¥1.38 trillion negative, it would lead to an operating income cut of around 8.3 percent. But there's also increasing BEV competition from Tesla and Chinese brands. Overall, Toyota's financial position would be considered “financially strong but strategic transition” in the conclusion. Some of its hybrids have already proven to be very strong today and its BEV and software functions are crucial to its competitiveness down the road.
[bookmark: _Toc237833374]6. Strategy Analysis:
[bookmark: _Toc237833375]6.1 External Environmental Audit:
[bookmark: _Toc237833376]6.1.1 PESTEL Analysis:
Political Factors: The policy of international trade, industrial subsidies and geopolitical relationships have a great impact on the automotive manufacturers. The imposition of tariffs may lead to increased retail prices of imported and exported goods including cars and car parts. Firstly, tariffs of material proportions are likely to have an impact on the result for Toyota's FY2026 (if they were geographically concentrated as opposed to geographically diversified and localised as they are) as described in Toyota Motor Corporation (2026a). The government also wants to encourage the local production of batteries and EVs, thus boosting localisation of supply chains.
Economic Factors: The price (inflation), exchange rates, raw material prices and interest rates can affect the vehicle production costs and demand. Toyota has to deal with currency fluctuations, such as a weak yen, strong dollar and euro when conducting business internationally.
Social Factors: The consumer desires a more environmentally-friendly, connected and personalised car. Perhaps today's shoppers are concerned about mobility rather than owning. Factors like being affordable, reliable and availability of charging infrastructure are however still relevant when customers consider BEVs (IEA, 2025).
Technological Factors: Vehicles are in a new stage of maturity and are undergoing a transformation as new technologies (Electrification, AI, batteries, connectivity / autonomous driving etc.) become increasingly products of differentiation and of the Customer Relationships.
Environmental Factors: Today, eco-friendly environmental factors: With the advent of climate change, manufacturers are no longer facing as clean as possible environment to manufacture their products; but they are forced to reduce emission throughout the life of the product. According to Kumar and Alok (2020)'s perspective, the concept of sustainable development of the automotive vehicles should be considered throughout the value chain.
Legal Factors: There are many new and strict regulations, which have to be complied with by Toyota, ranging from vehicle safety to emission as well as cyber security, privacy and competition. The increased requirement for responsibility is also on customer data and software systems due to connected vehicles.
[bookmark: _Toc237833377]6.1.2 Porter's Five Forces:
The Five Forces model of Porter (2008) shows Toyota to be in a highly competitive industry – the car manufacturing industry. The degree of competitive rivalry is high; the manufacturers are clearly defined, EV related players are available, and the price competition is high in China. High dependency on batteries, semiconductors and critical minerals, that can be mitigated with supplier relationships and vertical integration, provides a moderate-high supplier power. There is a high buyer power with the ability to easily compare brands and not too high switching costs. There are no new entrants but the substitute of the private ownership of vehicles has arrived but its degree is moderate; public transport or ride sharing.
[bookmark: _Toc237833378]6.2 SWOT, VRIO, BCG and Value-Chain Analysis:
That's what makes Toyota's strategic posture, as a result of its high internal capabilities and great technological and competitive pressures. It's global brand strength, the Toyota Production System and its extensive production facility and economic strength. However, the downsides are slow early BEV adoption and software capabilities and organisational complexity. The areas of opportunity are electrification, software cars, AI localisation and battery localisation, and the areas of risk are Chinese EV competition, supply issues as well as regulations geopolitical uncertainty. Toyota's capabilities – according to VRIO wise, they are the production system, supplier relationships and kaizen culture, which are hard to copy, are the ones that define the organisation and are a source of Toyota's competitive advantage (Barney, 1991; Liker, 2021). The BCG Matrix shows that hydrogen vehicles are still strategic opportunities to be developed, while the hybrids are Cash Cows and BEVs. Moreover, Toyota's value chain is still dominated by manufacturing while aspects like battery, software, connected services and customer data are becoming pivotal to the value chain in the future. Toyota is required to, as a result, reconfigure existing competencies and speed up digital innovation (Porter, 1985; Teece, 2007; Teece, 2018).
[bookmark: _Toc237833379]7. Strategy Formulation:
It is recommended to use Integrated Electric and Software Mobility Strategy (IESMS). It's everything that Toyota does right, all of the things that they are going to need to do better in the upcoming battle in the automotive market. First, Toyota should speed up its BEV development efforts, since it remains active in regions with less-than-ideal charging conditions with the HEVs and PHEVs – albeit with higher profit margins. This diminishes the risk of placing too much faith in one technology, and is accelerating the pace in response to the demand for EVs. Second, Toyota needs to make more efforts for localisation and vertical integration of batteries. It would also help shave down the reliance on North America, Europe and Asia for the import of batteries and the risk associated with tariffs, logistics delays and geopolitical uncertainty. In addition to long-term supplier partnerships, supplier diversifications in critical mineral and semiconductor sectors are suggested. Third, software should be key to Toyota's development of Toyota products. All the Toyota Motor Corporation models in the future should benefit from the Arene platform for the software architecture of OTA updates, personalised services, predictive maintenance and advanced driver assistance systems (Toyota Motor Corporation, 2023). Some software services are available that can cultivate customers' loyalty and can generate repeat business. Fourth, use of strategic partnerships will be increased in batteries, AI, autonomous systems and charging infrastructure. Alliances - Companies can save on development costs, as well as bring in skills and competencies that can take time to develop in-house.
[bookmark: _Toc237833380]8. Conclusion and Recommendations:
In terms of size, brand, manufacturing and hybrid capabilities and financial strength, Toyota is still one of the world's foremost automotive companies. But today, these aspects of electrification, software, AI and sustainability needs as well as geopolitical risks are growing. High rivalry, regulatory pressures and technological disruption are external analysis and high capabilities of production, hybrid technology and global manufacturing are internal analysis. Growth in the BEV measures however create downside risk at Toyota as is the development of software functions, a key strategic risk. So, it's best to assume Toyota is taking a step towards an Integrated Electric and Software Mobility Strategy. Introduce BEV, battery & charging investment with cash flows quicker from the hybrids, is the first step. Secondly, Toyota has got to re-invent – localise its critical supply chain of batteries, semiconductors, these will make Toyota more resilient. To deliver services of “connected-ness” and recurring revenue, Arene will have to do “scale up,” and 3rd, go digital. Sustainable customer-centric mobility can become a reality all over the world, thanks to the strengthened Toyota manufacturing bases and accelerated development of its electrification and software technology.
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