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[bookmark: _Toc1300636579]Executive Summary 
Toyota Motor Corporation has been reviewed from strategic positioning. The automotive industry is rapidly changing due to electrification, digitalisation, advances, pressure for sustainability and environmental friendliness, as well as shifting consumer demands. Toyota is one of the largest car manufacturers globally, which means that they need to constantly monitor their strategic positioning.

Toyota’s macro and microenvironments have been assessed through PESTEL, Porter’s 5 Forces, SWOT, and VRIO. Toyota has strong brand awareness all over the globe, has great operational efficiency, and is an industry leader when it comes to hybrid vehicles. Toyota Production System is a key strength Toyota has built upon for years, with Just-in-Time and Jidoka principles at its core.

In terms of threats, Toyota’s position is being threatened by companies like Tesla and BYD Company that focus solely on electric vehicles (Toyota Motor Corporation, 2024). Some opportunities, such as supply chain disruption and slower than hoped for pace for Battery Electric Vehicle, provide some pressure on the company's strategy.

Toyota should consider boosting its electric vehicles investments, enhancing its digital and software capabilities, strengthening supply chain resilience, and placing a greater focus on sustainability efforts. Toyota is in a strong position overall, but it will have to find ways to leverage its traditional strengths in new ways if they want to stay on top in the long run.




[bookmark: _Toc361141503]Introduction to Strategy
Strategic management refers to how organisations interpret their environments, set goals, and utilise their resources to take actions that will enable them to perform successfully in the long run (Whittington et al., 2020). Through strategic management, firms can adapt to change, deal with uncertainty, and outperform competitors.

The evolution of strategic management has become critical in today’s disrupted industries. Over the past decade, the automotive industry has been heavily impacted by advancements in electric vehicles, autonomous driving technology, vehicle connectivity, environmental sustainability, and intensified global competition. Therefore, it's imperative for automotive businesses to regularly re-examine their strategies to navigate these transformations and secure a distinct market space.

Key benefits of strategic management encompass better decision-making, optimal resource utilisation, a more unified organisational purpose, a stronger competitive market presence, and increased long-term survivability. Strategic firms are always a step ahead of their competitors as they know how to anticipate risks and seize opportunities.

The objective of this report is to evaluate Toyota Motor Corporation’s current strategy and determine whether the company will maintain its competitive edge in the automotive industry. This report is divided into sections: company background, strategy and strategic intent, current performance, environmental scanning, strategy formulation, conclusion, and recommendations.









[bookmark: _Toc1736450046]Overview of the Company
Toyota Motor Corporation was established in 1937 and is based in Japan. The company is involved in the worldwide automotive manufacturing industry. Toyota produces passenger vehicles, commercial vehicles, hybrid cars, and fuel cell vehicles, ranking among the top global manufacturers for each of these vehicle types. (Toyota Motor Corporation, 2024)

Toyota’s 2024 annual report showed that it produced close to 11.2 million vehicles worldwide for the year. The company remained one of the largest automotive manufacturers in the world while selling vehicles in over 170 countries and employing over 370,000 staff. (Toyota Motor Corporation, 2024)


The company has historically been known for their quality, reliability, and operational excellence. One factor that helped Toyota achieve this reputation was its Toyota Production System. The Toyota Production System is a lean model that focuses on efficiency and continuous improvement.

Toyota has also been known for leading the way towards sustainable mobility. Toyota’s Prius, introduced in 1997, is one of the world’s best selling hybrid vehicles. Toyota states that they have sold over 20 million hybrid cars worldwide. (Toyota Motor Corporation, 2024)

Toyota now faces competition in a changing automotive landscape focused on electrification, digital mobility, and sustainability.

[bookmark: _Toc2120859946]Strategic Intent
Strategic intent essentially covers an organisation's aspirations for the future, its vision, mission, and overarching strategic aims, which together steer how managers make decisions. Toyota Motor Corporation has a vision to contribute to “mobility for all” through its global operations while supporting the creation of a sustainable society. Toyota's mission statement outlines a commitment to manufacturing safe, top-tier, and cutting-edge vehicles, aiming to enrich customers' lives and deliver value to stakeholders. (Toyota Motor Corporation, 2024)

Some of the key strategic objectives listed by Toyota include pursuing carbon neutrality by 2050, increasing its share of electrified vehicles (hybrid, plug-in hybrid, battery electric, and fuel cell vehicles), maintaining and strengthening its leadership position in global markets, investing in autonomous and connected vehicles, and improving manufacturing efficiency and resilience (Toyota Motor Corporation, 2024). Overall, Toyota’s strategic objectives communicate the company’s desire to continue commercial growth in a manner that is environmentally conscious. This captures elements of both being the market leader and being committed to sustainable business practices. Looking at strategic intent through a resource-based lens, Toyota is making sure its assets, like its manufacturing expertise, are ready for what's ahead in the market. (Barney and Hesterly, 2015) On the other hand, some may argue that this strategic intent leaves the company at risk. This is because Toyota has been slow to transition to fully battery electric vehicles and may lose market share to quicker adopters as the EV market continues to grow. (Pelegov and Pontes, 2018).
[bookmark: _Toc2064987737]Current Performance
Toyota remains a dominant player in the automotive industry across various markets worldwide. It is consistently among the world’s highest-volume automakers and has remained relevant through diversification across multiple brands and vehicles such as Toyota and Lexus passenger vehicles and their line of trucks (Toyota Motor Corporation, 2024). Toyota vehicles have strong resale value and brand recognition for reliability and durability. There continues to be strong brand loyalty to Toyota products. As a result, Toyota continues to see success in both mature markets and emerging markets. Toyota’s investment in hybridisation has been a commercial success. Toyota has sold over 20 million hybrid vehicles globally, which signals strong customer demand for hybrids and Toyota’s early mover advantage in this segment (Toyota Motor Corporation, 2024).

On the operations front, Toyota has had strong systems to allow for productivity as well as tight cost control. Toyota has been able to leverage its Toyota Production System to achieve high levels of productivity and efficiency while limiting waste and maintaining quality. Toyota has some strategic weaknesses that it needs to address. There is significant competition emerging for Toyota in the battery electric vehicle segment. Companies such as Tesla and BYD have been gaining scale in the EV market very quickly (Adamik and Lisowski, 2025). Toyota has also faced supply constraints due to the semiconductor shortage as well as instability in other areas of their supply chain due to geopolitical issues. This highlights some weaknesses with Toyota’s extremely lean production system and global supply network (Lynch, 2015).

Toyota is performing well today but will need to move more quickly to develop their capabilities in electrification and software to stay competitive.


[bookmark: _Toc1827373754]Strategy Analysis
[bookmark: _Toc190107746] External Environmental Audit 
[bookmark: _Toc1921205105]PESTEL Analysis
Political
Governments are intensifying regulation on vehicle emissions and providing support for zero emission vehicles. In the UK, a Zero Emission Vehicle mandates gradually increasing sales proportions of zero emission cars, with 100% mandated by 2035. Legislation such as this creates pressure for automotive manufacturers to produce and sell more EVs (Department for Transport, 2024).
Economic
Inflation, interest rates, and the cost of raw materials impact profit margins and customer purchasing power. Fluctuations in currency value can affect the overseas earnings and import costs of global exporters such as Toyota Motor Corporation (Bank of England, 2024).
Social
Consumers are placing higher importance on sustainability, safety, and digital features. Younger demographics are showing a greater preference for mobility services over vehicle ownership (Department for Transport, 2024)
Technological
Advances in battery technology, AI, autonomous driving, and software-defined vehicles are creating new competitors and advantages. Capability in these technologies is now considered as important as mechanical competencies (Dess et al., 2019).

Environmental
Climate change concerns are driving consumer demand for low-carbon vehicle production methods and cleaner car emissions. Toyota Motor Corporation’s goals of carbon neutrality are responsive to this trend (UK Government, 2021).
Legal
Safety, data privacy, and environmental compliance requirements continue to increase across major automotive markets, creating additional regulatory pressure for manufacturers (Department for Transport, 2024).

[bookmark: _Toc1592641494]Porter’s Five Forces
Competitive Rivalry – High
Power automotive players like Volkswagen Group, Ford Motor Company, etc., offer tough competition to Toyota. Recently, electric vehicle companies such as Tesla and BYD Company have also entered the market growing at a rapid pace. Competitive rivalry puts pressure on Toyota to innovate faster and cut costs while expanding their market share in battery electric vehicles (Whittington et al., 2020).
Threat of New Entrants – Moderate
The capital requirement for the automobile industry is high as prospective entrants require huge cash flow to invest in production units, research and development, supply chain, dealership networks, etc. Although EV manufacturers do not have to invest as much as legacy players in internal combustion engine production units, old technology, and heavy machinery. Restructuring an old organisational structure also requires huge capital. In recent years, many EV makers have entered the industry which increases the threat of new entrants for Toyota Motor Corporation as they are more agile to changing customer needs and demands (Grant, 2018).
Supplier Power – High
Battery suppliers who provide lithium, cobalt, nickel, and semiconductor manufacturers have increased their bargaining power over automakers, as there is a limited supply of these materials and increasing demand from all automakers (Carreon, 2023). The bullwhip inventory effect increases the cost of these suppliers. This puts cost pressure on Toyota Motor Corporation (Lynch, 2015).
Buyer Power – High
Customers have wide alternatives when it comes to choosing a vehicle. They can quickly access the internet and search for pricing and other details. With so many options available to customers these days, they tend to have certain standards and expectations from the vehicles they purchase. This includes quality, the latest technology, sustainability, servicing, and many more. This gives high power to buyers, thereby putting pressure on Toyota Motor Corporation to reduce prices and innovate (Whittington et al., 2020).

Threat of Substitutes – Increasing
Ride-sharing apps like Uber, public transport, etc., are some of the substitutes for personal vehicles. The availability of such a huge number of options has decreased customers’ dependency on buying their own vehicles. This is especially seen in the new generation where mobility services are becoming more common. This puts a threat of substitutes on Toyota Motor Corporation, and they need to look for other opportunities, such as mobility services, to survive in the market (Grant, 2018).


[bookmark: _Toc325905820]Internal Environmental Audit 
[bookmark: _Toc1048838381]SWOT Analysis
Strengths
Toyota Motor Corporation strengths include its strong brand recognition after decades in business, showing reliability, quality, and trust. Toyota has efficient operations, allowing it to keep costs low while maintaining quality. Toyota has been a leader in hybrid technology, with popular vehicles like the Prius staying on the market for decades. Toyota has an expansive dealer and after-sales services network globally, allowing it to ensure high customer satisfaction and loyalty while maintaining its position in local markets around the world (Toyota Motor Corporation, 2024).

Weaknesses
Toyota Motor Corporation’s weaknesses consist of its slow introduction of battery electric vehicles, leaving a chance for it to lose market share to other companies. Toyota relies on its existing strengths in vehicle manufacturing and does not seem to have as much of an emphasis on software. Toyota operates globally in over a dozen countries, which can create management challenges and leaves them more susceptible to operational cost increases when supply chains are disrupted (Grant, 2018).


Opportunities
Toyota Motor Corporation opportunities consist of the increasing worldwide demand for electric vehicles, allowing them to capture a bigger market share by introducing or expanding their Battery Electric Vehicle offerings. Artificial intelligence and connected car technology are other opportunities for Toyota to implement these technologies into its vehicles to provide a safer and more personalised driving experience. Expanding into emerging markets can allow Toyota to take advantage of the increasing demand for vehicles as wealth improves in developing countries. They can also look to capitalize on sustainable mobility services such as car sharing, subscriptions, and combining transportation methods (Whittington et al., 2020).

Threats
Toyota Motor Corporation threats consist of heavy competition with electric vehicle manufacturers like Tesla and BYD Company, which can decrease Toyota’s market share. New environmental and safety regulations can be put in place that may cost Toyota time and money to restructure their products and operations to comply with. Toyota is at risk for supply chain shutdowns especially with computer chips and battery parts which can halt production. Fluctuation in raw material prices such as lithium, cobalt, steel, and aluminum can increase production costs and decrease profitability (Grant, 2018).

[bookmark: _Toc1388059946]VRIO Analysis
Toyota Motor Corporation's Toyota Production System qualifies as a resource for VRIO analysis as it meets all four criteria: it is valuable, rare, costly to imitate, and deeply embedded within the organisation. The TPS, which follows the principles of Just-in-Time and Jidoka processes, has allowed the company to increase productivity, reduce waste, ensure consistently high-quality production standards, and efficiently meet customer demand. (Toyota Motor Corporation, 2024) Overall, the TPS has contributed to Toyota's continued operational efficiency, powerful brand reputation, and competitive advantage within the global automotive market (Barney and Hesterly, 2015).

[bookmark: _Toc641932278]Value Chain Perspective
Toyota Motor Corporation creates value through efficient inbound logistics, world-class manufacturing processes, rigorous quality control, global distribution networks, and strong after-sales service. Its large scale of operations and disciplined production systems help reduce costs while maintaining high levels of reliability and customer satisfaction. These value chain activities strengthen Toyota’s competitive position and support long-term profitability (Whittington et al., 2020).

[bookmark: _Toc1203075337] Strategy Formulation
Toyota Motor Corporation should focus on a future strategy of rapid electrification, digitalisation, and resilience. First, Toyota needs to increase its investments in BEVs and reduce its time-to-market to compete with companies moving aggressively into the EV space, such as Tesla and BYD Company. Second, Toyota can continue to develop its software. By investing in AI, connectivity, autonomy, and over-the-air software upgrades, Toyota can create a recurring revenue stream through subscriptions and digital services while enhancing the consumer experience (Dess et al., 2019). Third, Toyota should continue to increase its supply chain resilience by combining the efficiency of JIT with buffering critical supplies, dual sourcing, and regionalisation. Fourth, Toyota should expand its EV lineup while continuing to innovate hybrids and hydrogen fuel cells rather than putting all its eggs in one basket. Fifth, Toyota should double down on its commitment to sustainability by utilising renewable energy, closing the loop on manufacturing resources, recycling batteries, and reporting Environmental, Social, and Governance progress.








[bookmark: _Toc1056483309]Conclusion
This report analysed Toyota Motor Corporation’s competitive strategy and positioning in the global automotive industry. The analysis found that Toyota remains one of the most competitive automakers today, with global scale, brand strength, operational excellence, and technological advantages in hybrid vehicles supporting strong competitive positioning. Toyota’s Toyota Production System allows for competitive advantages via productivity, quality, and cost advantages over competitors who have not implemented JIT/Jidoka principles (Toyota Motor Corporation, 2024).

Key weaknesses in Toyota’s strategy include increasing threats from industry disruption as cars become more electric and digital, while regulations and consumers demand greater environmental responsibility. Toyota faces increasing threats from competitors prioritising electric vehicles, such as Tesla and BYD Company, which could hurt its competitiveness in the future. Furthermore, ongoing supply chain disruptions and a more gradual adoption of battery electric vehicles might pose future headwinds for Toyota. (Thompson, 2024)

Despite its current robust standing among major car manufacturers, Toyota's future trajectory appears somewhat uncertain. If Toyota can capitalize on its strengths and adapt to the changing industry through flexibility and continued investments in technology, it can maintain a significant advantage over competitors (Grant, 2018).



[bookmark: _Toc1171351505] Recommendations
The strategic recommendations that arise from the analysis made in this report can be listed as follows.

Toyota Motor Corporation should invest more quickly in battery electric vehicles by growing its EV portfolio and improving time to market. By doing this, the company would have an edge over rapidly expanding EV firms and would keep the nation’s Zero-Emission regulations (Department for Transport, 2024).

Toyota Motor Corporation should invest more money into digitization initiatives like artificial intelligence, vehicle-to-everything connectivity, autonomous driving features, and software-defined services. Advancing in these subjects would allow Toyota to deepen relationships with its consumers while opening new recurring revenue streams (Dess, Powell, Rhemtulla, & Walsh, Inc.2019).

Toyota Motor Corporation should invest more in supply chain resilience by incorporating some level of Just-in-Case thinking with JIT agility, such as strategic stock reserves, supplier diversification, and local sourcing alternatives. Toyota would be less prone to supply chain interruptions in the future if it took these steps (Lynch, 2015).

Toyota Motor Corporation should invest more in sustainable practices like renewable energy, battery recycling systems, circular manufacturing processes, and transparent ESG progress tracking. This would boost brand awareness and allow Toyota to capture more value from long-term growth as consumers buy into more eco-friendly companies (United Kingdom Government, 2021).
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