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[bookmark: _Toc224163079]Executive Summary 
The present report examines the strategic stance of the Toyota Motor Corporation, which is one of the largest in the world regarding automotive manufacturing. The report aims to analyse the internal and external conditions that affect the strategic performance of Toyota in the very competitive global automotive industry. Strategic management tools used in the study are PESTLE analysis and Porter's Five Forces, which help to measure the external environment, including technology, environmental laws and market competition, to name a few. Besides that, the Value Chain analysis and VRIO framework are used to assess the internal capabilities of Toyota in terms of identifying the main resources and competitive advantages of the company. The results reveal the high brand reputation in the world, hybrid technology development, and efficient production system as the primary core competencies of Toyota, and rising competition and the shift to electric cars are strategic challenges. The report, based on the analysis, suggests strategic recommendations to Toyota, such as increasing the speed of development of electric vehicles, improving technological innovation, and sustainable manufacturing to be able to remain competitive and grow over the long term.



Table of Contents
Executive Summary	2
Introduction	4
Strategy Analysis	5
External Environment Audit	5
Internal Environment Audit	6
SWOT Analysis	7
Strategy Formulation	8
Conclusion and Recommendations	11
References	13



[bookmark: _Toc224163080]Introduction 
Strategic management is a crucial process that facilitates the analysis of the internal and external environment of organisations, the formulation of effective strategies and the realisation of long-term competitive advantage. It assists the companies to find openings, counter industry threats, and direct resources effectively in order to accomplish the organisational objectives. Strategic management is especially significant in the context of a highly competitive industry, like the automotive industry, since companies in this sphere have to face the challenge of continuous adaptability to technological innovations, altering consumer tastes and preferences and rigid environmental standards. Good strategic planning enables organisations to be sustainable and enhance their performance and market standing. Toyota Motor Corporation is among the top automotive companies in the world. Kiichiro Toyoda founded the company in the year 1937 and has its headquarters in Toyota City, Japan. Toyota is a multinational corporation that manufactures numerous brands of vehicles, such as passenger vehicles, hybrid and electric cars (Toyota Motor Europe, 2025). The company is also a reputable company with superior quality products, an innovative production system and a great commitment to sustainability. The vision of Toyota aims at developing sustainable mobility and enhancing transportation across the globe.
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Figure 1: Logo (Source: Toyota Motor Europe, 2025)
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[bookmark: _Toc224163082]External Environment Audit 
PESTLE Analysis
	Factor
	Analysis

	Political
	Political factors influence the automotive industry through government regulations, trade policies and environmental initiatives. Many governments promote environmentally friendly vehicles through subsidies and strict emission standards (European Automobile Manufacturers’ Association, 2021). Toyota must comply with these regulations while adapting its production strategies to meet sustainability goals. Trade policies and tariffs can also affect Toyota’s global supply chain and vehicle exports (Al‐Swidi et al., 2023).

	Economic
	Economic conditions such as inflation, fuel prices and economic growth influence consumer purchasing power. During economic downturns, vehicle demand may decline due to reduced spending. However, rising fuel prices increase demand for fuel-efficient and hybrid vehicles, creating opportunities for Toyota to promote its hybrid technology and efficient models in global markets.

	Social
	Social trends show growing consumer awareness of environmental sustainability. Customers increasingly prefer energy-efficient vehicles that reduce environmental impact. Urbanisation and changing lifestyles have also increased demand for compact vehicles and innovative mobility solutions. Toyota can respond to these trends by expanding its hybrid and electric vehicle offerings (Islam, 2024).

	Technological
	Technological advancements such as electric vehicles, artificial intelligence and autonomous driving are transforming the automotive industry. Toyota invests heavily in research and development to remain competitive and innovative. Continuous technological improvement is necessary for Toyota to maintain leadership in hybrid technology and expand into advanced vehicle systems.

	Legal
	Automotive companies must follow strict safety regulations, emission standards and environmental laws. Toyota must comply with these legal requirements in every market where it operates to avoid penalties and maintain its reputation for quality and reliability (Hyun, 2025). 

	Environmental
	Environmental concerns such as climate change and pollution increase pressure on automotive companies to reduce carbon emissions. Toyota addresses these issues by developing hybrid vehicles, hydrogen fuel technology and sustainable production processes to support environmental protection (Mi and Masrur, 2025).



Porter’s Five Forces Analysis
Porter's five forces model assists in assessing the competitive scenario in the automotive industry. The entry threat is not very high as the production of automobiles needs huge capital investments, technological skills and brand recognition (Geng, 2025). These barriers are very high, and new firms can hardly penetrate the market. Supplier bargaining power is moderate in nature since the automotive industry requires specialised products like batteries, semiconductors and advanced electronics. The scarcity of suppliers of these essential components has the potential of impacting on the costs of production and stability of the supply chain.
The bargaining power of buyers is also quite high, as there are numerous options for consuming automotive brands competing with each other. Customers tend to compare prices, fuel consumption, safety and technological functions and decide to buy prior to making the purchase. Substitutes are threatened by other means of transportation, like the use of public transport, ride-hailing services and mobility platforms. Such substitutes can decrease the number of vehicles that people require to own in cities. Lastly, the level of competition in the automotive industry is very high. International companies like Tesla, Volkswagen, BMW and Ford are the stiffest competitors that offer pressure to other companies like Toyota to keep on innovating.
[bookmark: _Toc224163083]Internal Environment Audit
Value Chain Analysis 
Value Chain Analysis assists in determining the value creation process of Toyota in its operational processes. The inbound logistics of Toyota include good relations with suppliers and effective systems of inventory management (Kumari and Kumar, 2023). The company operates the Just-in-Time system of production that minimises waste and enhances the efficiency of production. In its operations, Toyota has concentrated on quality manufacturing via the Toyota Production System, which is a famous system that concentrates on continuous improvement and efficiency. The outbound logistics make sure that the Toyota vehicles are distributed effectively in the world markets via a wide network of distribution channels.
Resource-Based View (RBV)
Resource-Based View stresses internal resources and capabilities that contribute to the attainment of a competitive advantage by organisations. Toyota has several valuable resources, such as a good brand name, technological competence and effective production. The vast research and development capabilities enable the company to be innovative at all times in matters like hybrid technology and sustainable mobility. Also, Toyota employs a well-qualified human resource and an effective organisational culture that aims at enhancing quality and efficiency in its operations.
VRIO Framework
The VRIO framework assesses the ability of the company's resources to bring sustained competitive advantage. Toyota's hybrid technology is worthy as it offers fuel efficiency and environmental sustainability. This technology is not yet common, as other competitors have not attained such efficiency in technology (Gibrilla, 2023). The imitation is also not easy because Toyota has invested in long-term research and specialised in engineering. Moreover, Toyota is highly structured to be able to exploit these resources through effective management systems and production lines. Consequently, Toyota's technological strengths and manufacturing skill base give the firm a sustainable competitive advantage in the automobile market.
[bookmark: _Toc224163084]SWOT Analysis
	Factor
	Analysis

	Strengths
	Toyota possesses strong competitive advantages that support its global success. The company has a strong brand reputation for reliability, innovation and product quality. Toyota is a leader in hybrid vehicle technology and has developed advanced fuel-efficient vehicles that appeal to environmentally conscious consumers. The company also benefits from an efficient manufacturing system known as the Toyota Production System, which improves productivity and reduces operational costs. 

	Weaknesses
	Despite its strengths, Toyota faces several internal weaknesses that may affect its competitiveness (Hajiakbar and Tokhmpash Norouzi, 2021). The company has been slower in adopting fully electric vehicle technology compared to some competitors, such as Tesla. Toyota’s large organisational structure can also make decision-making slower and reduce flexibility in responding to rapid technological changes.

	Opportunities
	The global transition towards sustainable transportation presents significant opportunities for Toyota. Increasing demand for electric and hybrid vehicles allows the company to expand its environmentally friendly product portfolio. Technological advancements in artificial intelligence, autonomous driving and connected vehicles also create opportunities for Toyota to develop innovative mobility solutions. 

	Threats
	Toyota faces several external threats that may impact its long-term growth. The automotive industry is highly competitive, with companies such as Tesla, Volkswagen and BMW investing heavily in electric vehicle technology. Supply chain disruptions, including semiconductor shortages, can affect production and delivery timelines. Strict environmental regulations and government policies also require continuous investment in sustainable technologies (Hong, 2024). 



[bookmark: _Toc224163085]Strategy Formulation
Expansion of Electric Vehicle Portfolio
Toyota needs to consider the growth of its electric vehicle (EV) lineup to enhance its market presence in the world. The growing demand for environmentally friendly transport and the strict rules of nature demand that the automotive companies switch to electric mobility. Even though Toyota has thrived in hybrid technology, the increased production of fully electric vehicles will assist the company in keeping up with the competition of other workforces like Tesla and Volkswagen. Toyota will be able to focus more on battery development, enhance vehicle range and launch low-cost EVs to various market segments.
Enhancing Technological Innovation and Research
The automotive industry requires Toyota to stay at the top of the competition through continuous technological innovation. The company needs to invest more in research and development to support other technologies like autonomous driving technology, artificial intelligence, and connected vehicle technology (Okanga, 2022). The technologies are gaining more and more significance because the customers now want to have safer, smarter and more technologically developed cars. Toyota can partner with technology companies and research centres in order to hasten innovation and cost-sharing development. Toyota can also promote the development of digital services (such as vehicle connectivity, the use of data analytics and smart mobility solutions) by joining the partnership with software companies. 
Diversification to Emerging Markets
Diversifying into the emerging markets can offer Toyota massive growth potential and a better market share across the world. A significant number of the developing economies are recording an improvement in the levels of income, urbanisation and growing demand for cheap means of transport. Toyota can also focus on markets in regions like Southeast Asia, Africa and Latin America, where there is an increasing rate in vehicle ownership (Wuttke, Perez-Almansi, and Techakanont, 2026). By bringing in low-priced and fuel-efficient cars in the specific markets, Toyota will be able to reach out to more customers. These regions can also be improved with local manufacturing plants that will assist in cutting the cost of production, as well as in the efficiency of the supply chain. OICA statistics also show that global vehicle sales reached approximately 95 million units in 2024, reflecting continued growth in the global automotive market (Institute of Chartered Accountants in England and Wales, 2025).
Improving Sustainable Manufacturing Practices
Toyota ought to keep on enhancing sustainable manufacturing techniques in the company, as it promotes environmental accountability and sustainability in the business over time. The motor industry is under mounting pressure to lower its environmental impact and use environmentally friendly production processes (Palhau et al., 2024). Toyota will be able to invest in renewable energy sources in its production facilities and introduce energy-saving production technologies. The company can also enhance its sustainability strategy by reducing waste, enhancing the recycling process and deploying sustainable materials in the manufacture of vehicles. Moreover, Toyota can establish environmentally responsible supply chains by cooperating with the suppliers that adhere to sustainable practices. These programs not only decrease environmental effects.


[bookmark: _Toc224163086]Conclusion and Recommendations
Toyota Motor Corporation's strategic analysis shows that strategic management is central to the sustenance of competitiveness in the global automotive industry. Both the external environment analysis through PESTLE and Porter's five force shows that global competition, stringent environmental laws and technological development are some of the factors driving the industry. On the internal front, Toyota has strong capabilities such as an efficient production system, a good global brand reputation and high hybrid technology, which offer a high competitive advantage. Nonetheless, some of the challenges that the company struggles with include the fast-evolving technologies, the rise in rivalry in the electric vehicles and the disruption of the supply chain. The SWOT analysis shows that Toyota has very good strengths and opportunities in sustainable mobility and innovation; however, it needs to react strategically to threats in the industry and changing consumer needs.
Recommendations
1. Rapid Electric Vehicle Development: To address the global need for green transportation and environmental safety, Toyota needs to invest more in electric vehicles and create more EVs to satisfy the demands of the global market (Korneev, Niu and Ibrahim, 2024).
2. Enhance Technological Innovation: To keep up with the pace of technology, the company is advised to invest more in research and development, especially in autonomous driving, artificial intelligence and connected vehicle technologies.
3. Grow Operations in New Markets: Toyota ought to expand its operations in the emerging markets by offering low-priced and fuel-efficient cars that satisfy the demands of the emerging middle-income buyers in the growing economies (Whitfield 
4. and Wuttke, 2024).
5. Improve the Sustainability of Manufacturing: The corporation needs to go a notch higher by ensuring that manufacturing processes are environmentally friendly through the use of renewable energy sources, minimising emissions and sustainable supply chain management.
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