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1. [bookmark: _Toc140714003]EXECUTIVE SUMMARY
The automobile industry is rapidly changing and becoming more competitive due to globalization and advancing technology. Companies are researching innovative ways to improve customer management. Effective marketing can help firms attract and retain more customers following the Covid-19 pandemic. Effective marketing requires an analysis of the internal and external business environment to establish areas that need performance improvement. The current report provides an external analysis of Toyota Motors and its internal analysis to understand the opportunity and challenges facing the firm and how it can improve its customer care and ensure sustainable competition against the backdrop of Covid-19 and rapid changes in a global business environment. The external analysis shows that Toyota has had an effective strategy to mitigate market forces even though technology and competition present a challenge to the organization. From internal analysis, vehicle recall due to customer dissatisfaction has resulted in a negative reputation and financial losses to the company.  However, Toyota Motors has the opportunity to leverage the power of technology in customer service to gain a competitive advantage over other firms. Based on the analysis, this report recommends that Toyota Motors should invest more in developing connected cars that would allow communication with customers and improve customer experiences while on the road. It suggests that connected cars can improve customers' safety while allowing the organization to collect data that can be used in marketing analysis. It also recommends that Toyota should scale its augmented reality support system used in North America to help global customers make informed decisions.

[bookmark: _Toc140714004]2. INTRODUCTION
The automotive industry is becoming more competitive with the rising number of firms, globalization, and rapid change in technology. Many firms are leveraging the power of technology, both in the production and management of customers (Bolton et al., 2018). Customers are increasingly looking for value for their money, which calls for organizations to establish new strategic approaches that would lead to the sustainability of the organization in the globally competitive automotive industry (Chen et al., 2017). Toyota Motors has been one of the leading top automobile manufacturing and distribution firms that risk being outcompeted by rising firms such as Tesla Motors. In the United Kingdom alone, there are tens of automobile firms operating and competing with Toyota Motors in local and international contexts. As people are trying to overcome the economic impact imposed by the Covid-19 pandemic, customers are more concerned about cost and quality. This makes organizations reinvent their business models. Toyota risks being left out by companies that have taken strategic initiatives to redefine their business models and create effective ways for ensuring resilience and sustainable competitive strategies while ensuring innovative customer service (Ehsani et al., 2017). Thus, the management established a Sudden Onset Emergency Project team to evaluate the internal and external organizational environment and suggest creative ways through which Toyota Motors can improve its customer performance and establish sustainable and innovative ways to compete in the automobile industry. 

The current report provides an external analysis of Toyota Motors and its internal analysis to understand the opportunity and challenges facing the firm and how it can improve its customer care and ensure sustainable competition against the backdrop of Covid-19 and rapid changes in a global business environment. It begins by providing the background of the company, a strategic analysis and systematic evaluation of the company to determine potential strategic options it can explore, and the recommendation on the strategic path it should take. 

[bookmark: _Toc140714005]2.1 Report Remit 

The current report has been prepared for the executive management of Toyota Motors. It presents a critical analysis of the company's business environment and recommends ways through which the company can improve its customer care performance and gain a competitive edge in the industry. The suggested strategic options can be integrated into a strategic marketing plan and can impact the strategic decisions of the company. 

[bookmark: _Toc140714006]2.2 Background of Toyota Motors 

Toyota Motors is one of the leading multinational automobile companies operating in more than 150 countries world. It excels in providing a wide range of vehicle models that are intended to meet varying customer needs. The company was established in Toyota City, Japan in 1957 (Toyota Motors Corporation, n.d). Toyota Motors employs more than 250,000 people worldwide, both direct and indirect workers, who are motivated to serve millions of customers across the world (Toyota Motors, 2019). With a net worth of over $200 billion, the company has managed to dominate the automobile industry through the production and distribution of different vehicle models and auto parts across more than 140 countries. It also maintains an annual operating income of about $4.4 billion and produces 2 million vehicles every year (Toyota Motors, 2019). Toyota Motors' culture is driven by the desire across the team to make their customers happy and make them smile through excellent products and service. Toyota Motors's vision is to “lead the future mobility society, enriching lives around the world with the safest and most responsible ways of moving people” (Toyota Motors, 2019).  It intends to realize this vision by following its philosophy of exceeding people’s expectations through ceaseless innovation and commitment to quality and environmental sustainability. 

Toyota Motors has about 10 production units even though the Russian manufacturing plant was recently closed due to the ongoing Russian-Ukraine war. The company established a production unit in the United Kingdom in 1989 when it joined the UK market even though Toyota UK became a subsidiary company of Toyota to compete with other firms within the UK market (Toyota, 2021). Other Toyota Motors manufacturing stations are distributed across the world. However, Toyota also established several assembly stations in more than 50 countries worldwide. The assembly points also act as distribution centres. This enables the company to reach global customers and understand local needs. 

Toyota's production system is based on lean manufacturing that involves continuous improvement of auto products and the production system. Toyota Production System leverages the power of technology and was established based on the principles of ‘just in time’ and ‘jidoka.’ The principle of just in time allows a continuous flow of process and minimizes waste by producing only what will be used in the next process (Ruttinum & Stockli, 2016). On the other hand, jidoka principles are where automation is integrated with the human touch in that production would stop immediately if a problem occurs during the production process to avoid producing products with defects (Ruttinum & Stockli, 2016). This approach has enabled the company to reduce the cost of production, thus, allowing the company to obtain more marginal profits. 

[bookmark: _Toc140714007]2.3 Definition of major concepts 

Strategy – Set of decisions and actions taken by the management to realize organizational long-term goals (Mishra, 2017). 
Competitive advantage – These are conditions that place a firm in a superior position to other businesses in the same industry (Mishra, 2017). 
Product – A commodity offered by a business to its customers (Mishra, 2017). 
Market – The summation of all sellers and buyers interacting within a region or who share an interest in a given product (Mishra, 2017). 

[bookmark: _Toc140714008]3. MAIN BODY

[bookmark: _Toc140714009]3.1. External Analysis of Toyota Motors
The external environment of any business organization refers to the factors that affect business performance even though the organization cannot influence them. The external analysis would enable Toyota Motors to respond to changes in the environment by developing effective strategies to overcome risks and explore available opportunities. Understanding the social, economic, and political spheres would also help the organization streamline its automobile products to meet market needs (Buye, 2021). The most common model used to analyze the external business environment is PESTLE analysis, which examines the political, economic, social, technological, legal, and environmental factors that influence business operations (Buye, 2021). The figure below shows a diagram of the PESTEL model for external analysis. From Figure 1, it can be seen that the six forces are external to a firm but marketers must understand them because they affect business performance. Integrating them into strategic marketing planning can help improve customer performance and contribute to organizational success. 

[image: C:\Users\USER\Downloads\download (19).png]
Figure 1: PESTEL analysis model Source: University of Minnesota

[bookmark: _Toc140714010]3.1.1. Political analysis 
The politics of a country affects business operations and can influence an organization’s success within a given market. Every multinational organization must be aware of the political forces in different countries to develop effective performance strategies (Shabanova et al., 2015). Government and political forces decide how a given foreign firm is treated. For instance, the United Kingdom has had a stable political environment that allowed Toyota Motors to establish its manufacturing firm. In areas characterized by political instability such as political conflict that resulted in war between Russia and Ukraine, business is not favourable, which forced Toyota to shut down its production plant (Reuters, 2022). With increasing globalization and free trade agreements, Toyota is likely to succeed as the political environment becomes more favourable. However, it must adapt to the political context of a given country to succeed. For instance, there has been a poor political relationship between China and Japan, which has contributed to poor sales in the country while Japan’s good political relationship with the United States has contributed to its success in the country. Some countries like China impose higher taxes on foreign firms to help protect local firms from competition by foreign countries. The difference in taxation policies across countries means that Toyota Motors have to establish different pricing strategy while also taking into account business regulations within the country. Trade tariffs also vary between countries, which can sometimes make it difficult for Toyota Motors to excel (Yu, 2015). However, Toyota Motors has mastered how to overcome political forces in most countries, thereby contributing to its success in those areas. 

[bookmark: _Toc140714011]3.1.2 Economic analysis 
Economic factors influence how a given product is consumed within a given market. Economic factors range from employment rate, national economy, and inflation rate among other factors. The Covid-19 pandemic left a significant economic impact on many countries and companies. Many companies suffered huge losses of funds due to the pandemic as various governments imposed restrictions. Automobile consumers were also economically drained, thereby affecting their purchasing ability. According to Tajitsu (2020), Toyota Motors lost more than 70% of its sales as a result of the pandemic. This was due to a decrease in production levels as well as a loss in purchasing power among consumers. The economic impact of Covid-19 is still felt today as countries and individuals try to recover from the recession. 

Other than the economic impact of Covid-19, national economies also impact its success. In developed countries like the United Kingdom and the United States, the demands for automobile products are high because of high per capita income (Amri, 2017). The employment rate is high, implying high disposable income among consumers. Thus, they are willing and able to purchase automobiles and automobile products. This is good for Toyota Motors which is able to sell many vehicles and auto parts. The company’s top-selling market has been North America, Japan, and Asia. However, Asia has been ranked its third largest market due to its dominance and many countries such as China and the United Arab Emirates have been considered emerging markets. 

Another economic factor influencing Toyota Motors is inflation. Inflation can be understood as a situation where the general prices of goods rise within a country (Shapiro, 2022). Toyota Motors, as a multinational corporation, must understand inflation in each country and how it impacts business operations. For instance, suppliers are likely to increase the cost of raw materials and equipment in response to inflation, which would increase the cost of production. Thus, Toyota Motors will need to establish ways of recovering the additional cost while still maintaining its effective relationship with customers. In the United Kingdom, there has been a relatively stable economic environment. 

Competition is also an essential element of economic factors that Toyota Motors must consider to succeed in the automobile industry. The automobile industry is a highly competitive industry with many players including Tesla Motors, Rolls-Royce, Ford, and BMW among others (Ehsani et al., 2016). Individual firms use different means to compete in the global market. Understanding the nature of market competition would result in an effective strategy to overcome negative market forces (Buye, 2021). While companies such as Tesla and Rolls-Royce compete in terms of innovation and quality, Toyota Motors must surpass these brands and present itself as the world’s leading automobile firm committed to putting smiles on customers’ faces. 

[bookmark: _Toc140714012]3.1.3 Social analysis 

Toyota is a multinational company operating in more than 150 countries worldwide. As an international brand, understanding the sociocultural context of the country it operates. Culture varies from country to country and the culture of a place can perceive how a given brand is perceived within a country. Understanding culture can also influence marketing strategies to win consumers’ attitudes and positioning of a brand. In developed Western countries such as the United Kingdom and the United States, people are very sensitive to details and the impact of a car on the environment (DeMooij, 2019). The company had to recall more than 400,000 vehicles in the US to fix a defect in its software (Nhikil, 2022). This significantly affected their reputation besides the financial loss the company incurred. The value of Toyota cars is reducing as many people began to doubt the quality of Toyota cars and some are filing lawsuits that eventually result in legal charges. This is different from Japan where the company also recalled the vehicles with limited public uproar, thereby demonstrating cultural differences between the two countries. In the UK, many people prefer German brands such as Volkswagen, Audie, and Mercedes due to their luxury status as German brands accounted for more than 40% of total cars sold within the country (Skeete, 2019). This implies that UK car users are more driven by the luxury and quality of the car. 

In recent years, many people are becoming more concerned with environmental pollution and the need to use energy-saving vehicles. According to Horn et al. (2019), there is more preference for energy-saving and electric cars, especially in developed countries. The changing attitudes towards the use of old model cars that consumed a lot of fuel call for Toyota to invest in technology. Countries such as Germany, China, the United Kingdom, Canada, and the United States are increasingly encouraging the use of energy savings cars (Sanguesa et al., 2021). This could explain the rapid growth of Tesla Motors, which has significantly invested in the manufacture of electric vehicles and has become among the leading car brands despite being founded in 2003 (Neri & Cozman 2020). Gosh et al. (2020) argue that environmental sustainability and corporate social responsibility are becoming integral competitive strategies adopted by companies to gain markets where people are concerned about organizational responsibility. Being socially responsible and demonstrating a commitment to creating a sustainable environment can improve market share and influence people’s attitudes towards brand products (Tripathi & Agarwal, 2015), especially in a collectivist society like China and Asian countries where people are more concerned about the collective wellbeing of the community. Examining this factor from Western and collectivist culture shows that the demand for eco-friendly cars is rapidly growing that Toyota Motors has to change its strategic plan and invest more in electric vehicles. 

Socio-cultural factors also influence how a given firm markets its products. Culture varies from one place to the other and Toyota must understand how to communicate and relate with people from different cultures. The way Toyota markets its brand in China is different from the UK due to cultural differences. In a high-context culture, people are not just concerned about the messages but the person who delivers them, and the delivery channel can influence consumers (Salim & Larimo, 2016). On the other hand, people are more concerned about the meaning contained within the message and not the channel of delivery and how it is delivered. 

[bookmark: _Toc140714013]3.1.4 Technological analysis 

Technology has had a great impact on Toyota Motors. Many firms are investing in innovation to improve customers’ experiences while also streamlining the production process. Toyota Motors invests heavily in research and innovation to keep up to date with the changing technology. It created the Toyota Production System (TPS) that is based on lean processing. Most of the processes in the production system are automated with human touch. This ensures that processes are streamlined to reduce waste by detecting defects and stopping the processes immediately (He & Larris, 2020). Besides, the company has started investing in automated cars and electric cars to help improve the experience. Companies like Tesla have taken the lead in the production of electric cars and Toyota Motors might lose its market share if it does not invest in this emerging trend. Many consumers are increasingly demanding eco-friendly and energy-saving cars due to increasing awareness about environmental sustainability (Sanguesa et al., 2021). By leveraging the power of technology Toyota would be able to ensure production efficiency, contribute to sustainability through energy-efficient and eco-friendly cars, and improve customer experience. 
Toyota is currently exploring the potential of integrating augmented reality technology that would allow customers to test and assess the features of the vehicles before purchasing. Through augmented reality, customers will have a 3D view of the car's features and test the performance by taking the car to a modelled real world (Wedel et al., 2020). Thus, this would help customers in making informed decisions. However, there are some other aspects of technology that Toyota Motors is yet to explore that other companies have been excelling in. For example, some companies are exploring the potential of developing connected cars by integrating the Internet of Things to help improve vehicle safety and support provide assistance to drivers, thereby improving their experiences. Connected cars would allow sharing of data and easy communication with nearby vehicles in real-time. 

[bookmark: _Toc140714014]3.1.5 Environmental analysis 

Environmental issues have been a major concern across the world with various institutions, organizations, and governments calling for sustainable business operations. Motor vehicles have been a major carbon dioxide and other greenhouse gases contributor, thereby leading to global warming (Ehsani et al., 2016). In recent years, discussions have been on producing vehicles with zero emissions. Various multinational automobile firms have committed to creating a sustainable environment through investment in electric cars. Various countries monitor the quality and have issued restrictions on high-emission vehicles, for instance, the United Kingdom has established regulations against vehicles that emit a lot of carbon dioxide into the air as a way of attaining sustainable development goals (Logan et al., 2020). Toyota Motors began producing hydrogen, electric, and hybrid cars to combat carbon dioxide emissions and contribute to environmental sustainability. 

[bookmark: _Toc140714015]3.1.6 Legal analysis 

Legal factors refer to the regulations that a given business organization has to adhere to while operating in a given country. Toyota Motors is a multinational corporation operating in more than 150 countries (Toyota Motors Corporation, n.d). Every country has its own rules that regulate foreign companies and Toyota Motors must establish necessary measures to ensure compliance with the laws in each country. Some countries have specific design rules that require vehicles to be driven on either right or left as a way of reducing accidents on the roads. For instance, a driver’s seat can be on the right side when vehicles are expected to maintain left to prevent collision as drivers will need to be more cautious. 

There are also labour-related issues that Toyota Motors must comply with for smooth functioning within a given country. Some countries require foreign companies to recruit local talent instead of importing human resources as a way of combating unemployment (Xu et al., 2016). Besides, different countries have different employment standards that Toyota Motors must adhere to. For instance, the United Kingdom has set a minimum wage at an hourly rate that companies must meet (Bell & Machin, 2018). Failing to comply with such legal standards may result in a lawsuit against the company, thereby leading to financial losses and reputational damage. 

[bookmark: _Toc140714016]3.2 Internal analysis

Internal analysis of an organization aims to understand the weaknesses and strengths of the organization, which can help in developing effective competitive strategies. Conducting internal analysis can also help an organization identify various opportunities to invest in so as to gain more revenues (Shabanova et al., 2015). The most common model for conducting internal analysis of a business is SWOT analysis, which focuses on strengths, weaknesses, opportunities, and threats that a business organization is exposed to. 

[bookmark: _Toc140714017]3.2.1 Strengths of Toyota Motors 

Toyota Motors has been priding itself on strong brand recognition and value. Toyota is a globally recognized brand with a huge market share. In Japan, Toyota boasts over 40% market share (Nkomo, 2019). The company also has over 12% share in North America and over 4.5% share in Europe (Profiroiu et al., 2020). Brand recognition and reputation enable Toyota Motors to easily promote its products across different markets. It gives the company a competitive edge over other firms as the company does not need to invest a lot in advertising. Toyota has a good network worldwide with more than 10 production units and over 50 distribution or assembly centres (Nkomo, 2019). This allows the company to reach its global customers quickly. 

Toyota has huge financial strength that allows it to invest in research and development. The company has strongly focused on research and development to ensure it provides safe, eco-friendly, and quality cars to its customers (Toyota Motors Corporation, 2019). Innovation through research and development aims to improve existing products and develop new ones to meet dynamic customer needs. This has enabled Toyota Motors to incorporate new features into its vehicle products, thus, allowing it to stay ahead of its competitors. Toyota Motors realized the rising need for electric vehicles and is currently competing with Tesla Motors and other firms in the production of electric cars.  

Toyota Motors has an efficient production system that allows the company to streamline processes and reduce wastage. The Toyota Production system is based on the lean method that focuses on optimum resource utilization (Farris, 2016). It integrates technology to allow the automation of processes with a human touch. Once a problem is detected such as a defect in a product, the process is stopped and addressed immediately. The integration of artificial intelligence in production allows the company to detect exactly where there is a problem and engineers can quickly fix the problem (Rüttimann & Stockli, 2016). TPS also operates based on the principle that only what is required for the next process is produced at any given time. TPS enables the company to reduce wastage and maximize resource utilization, thereby allowing the company to reduce production costs and maximize marginal profits. 

[bookmark: _Toc140714018]3.2.2 Weaknesses of Toyota Motors 

One of the major weaknesses of Toyota is product recalls. In 2022, Toyota recalled more than 400,000 vehicles in North America, which is one of its main markets due to defects in the software (Nikhil, 2022). Product recalls have a negative impact on brand reputation and can lead to declined sales as customers would not be willing to trade their money for unsafe or faulty products. On the other hand, Toyota Motors has a significant gap matching some of its competitors in technology. For instance, BMW and Tesla Motors have been excelling in technology, particularly in the production of electric vehicles. 

[bookmark: _Toc140714019]3.2.3 Opportunities for Toyota Motors 

The advancing technology presents an opportunity for Toyota Motors to improve its customer care and gain a competitive edge over other firms. Toyota Motors can invest in the production of cars installed with driving assistance software that can recommend actions and provide warnings to drivers. Besides, Toyota Motors can leverage technology by producing connected cars that make use of Internet of Things technology to collect data. IoT can allow vehicles to communicate with nearby vehicles by sharing data (Coppola & Morisio, 2022). Toyota Motors can also use IoT to collect data regarding their customers, track issues with cars, and provide immediate support to their customers to improve their experience. Collecting data would also help the company to provide personalized insurance to its customers, thereby leading to improved customer satisfaction. 

The company also has the opportunity to expand its market share by venturing into Asian Market, particularly in India where the company has a low presence. The company has adequate financial resources to set up assembly and distribution centres in areas where it has low presence like Asia and Africa. It would be able to attract and serve more customers, leading to increased revenue collection. Dess et al. (2016) provide that consumers feel confident when a business is close to them. 

Toyota can also win customers by developing a customer support system that is powered by artificial intelligence. This involves creating an online system integrated with augmented reality where customers all over the world can view different models of cars available in store including internal features. Many customers are likely to return when they know they will receive good customer support and adequate information to help them make decisions (Stead & Stead, 2014; Stankevich, 2017). A customer support system that is integrated with augmented reality would also allow the customer to test the car to see how it works in the virtualized real world. 

[bookmark: _Toc140714020]3.2.4 Threats facing Toyota Motors 

One of the major threats to Toyota Motors is strong competition in the automobile industry. Many firms are competing with Toyota on a global scale including Tesla, BMW, Ford Motors, Volkswagen, and Rolls-Royce (Ehsani et al., 2017). Some of these firms produce more quality and eco-friendly (lowering carbon footprints) vehicles that are likely to outcompete Toyota in the global automobile industry. Tesla, in particular, is a significant threat due to its business model and investment in electric car manufacturing (Ehsani et al., 2017). The company is rapidly growing to become a force in the industry as many companies are trying to venture into electric car manufacturing. 

Many firms are also exploring the potential of developing self-driving and driving-assistance cars. According to Estl (2015), autonomous cars and driving assistance cars will revolutionise the automotive industry. This would affect the demand for current cars produced by Toyota Motors. The company must, therefore, invest in discontinuous innovation to remain competitive in the automobile industry. 

[bookmark: _Toc140714021]4. STRATEGIC OPTIONS

Toyota should invest in the production of connected cars: The rise of technology, particularly the Internet of Things, presents endless potential for Toyota Motors to improve its customer service. Connected cars use Internet of Things devices that allow them to communicate over the Internet. With connected cars, Toyota Motors will be able to collect data across a given market segment and analyze the data to gain insights into the market. The interconnection of cars would allow communication with nearby cars for safety and authority for security purposes. The company can provide individualized insurance services, monitor vehicle performance, and communicate with its customers to provide support. This can improve the relationship between the company and customers, thereby resulting in customer loyalty (Porter et al., 2015; Catlin et al., 2018). Kamalaldin et al. (2020) argue that customers are likely to return if they have had a good experience with the kind of service given to them. This has been supported by a study by Lucero (2016), which established a positive relationship between business sales and customer support. Developing and distributing connected cars that support communication would give Toyota Motors a competitive advantage over other firms as they would be able to provide better support to improve customer satisfaction. 

Toyota should also use augmented reality (AR) and 3D printing technologies to allow customers worldwide to view vehicle features and test the car before deciding to purchase. Creating an online-based system driven by artificial intelligence can help customers have external and internal tours of the car to view specific features (Rauschnabel et al., 2022). AR will allow the customer to interact with the product by taking the car out of the store and testing it on the road as if it was in real life. Even though Toyota has developed such technology and can be used in the North American market (Toyota, 2022), it should be scaled to improve the experience among worldwide customers. AR technology will customers gain information about the product and make purchasing decisions based on experience. Product demonstration provides tangible proof of the value of the product and can influence the customer to purchase the product (Heiman & Ofir, 2010). It can as well create a feeling of familiarity with the product, as many customers would prefer products they know (Nordfalt & Lange, 2013). A study conducted by Papagiannidis et al. (2021) affirmed this by establishing that customers who are subjected to visual or physical demos are more satisfied and willing to purchase a given product than those who just read about the product features. 

[bookmark: _Toc140714022]5. CONCLUSION

This report aimed to analyze the internal and external business environment of Toyota Motors to understand areas of concern that the company has and how it can improve its customer performance to remain competitive in the industry. Toyota is a multinational company serving millions of customers across over 150 countries worldwide. As a company operating in a competitive automotive industry, there is a need for the company to focus more on improving customers' experiences, building effective customer relationships to enhance loyalty, and integrating various aspects of technologies at every chain. The impact of the coronavirus pandemic that resulted in economic recession implies that only firms that have invested more in market research, innovation, and improving customer performance will dominate the automotive industry in the future. Based on the analysis, this report recommends that Toyota Motors should invest more in developing connected cars that would allow communication with customers and improve customer experiences while on the road. It suggests that connected cars can improve customers’ safety while allowing the organization to collect data that can be used in marketing analysis. It also recommends that Toyota should scale its augmented reality support system used in North America to help global customers make informed decisions. These recommendations will help Toyota Motors gain a competitive advantage and improve its performance in the future. 
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