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1. Introduction	
Market entrance plays a significant role in expanding business globally and ensuring business sustainability. Therefore, monitoring operations, Human resources, and marketing in the international context are essential to running a multinational business successfully. In this context, the study is going to focus on the business expansion strategy of Toyota in China. Operation management, Humann resource management and marketing management of Toyota will be discussed to evaluate the critical decisions of Toyota in expanding business in China. Risks and potentials in making entry into the Chinese market will be analysed through external and situational market analysis. Theoretical analysis will also be implemented to interpret Toyota's global expansion strategies in China by aligning with relevant theories ad models. Risks in global expansion during the market entrance in China will be recognised based on the results of the PESTLE analysis, 7P's analysis, Porter's five forces analysis, and concerning mitigation strategies. 
[bookmark: _x5qykl2xnxej][bookmark: _Toc101214593]1.1. Background of the company
Toyota Motor Corporation is a Japanese multinational automobile manufacturer brand that started its journey in 1937. The organisation produces world-class automobiles and machinery all over the world. It is headquartered in Toyota city, Aichi in Japan and established its business units in America, Europe, South and South-East Asia. The multinational company recently produced automobiles in four divisions, including Lexus, Scion, Randz, and Toyota, while currently, it is focusing on the production of “hybrid electric vehicles”. According to the business report, the production output of Toyota measured at 9,472,556 in the financial year 2021 (Statista, 2022k). It has been observed that the organisation earned revenue of 256.7 billion U.S. dollars in 2021, while the net income accounted for 18,043.23 million USD in the same year (Statista, 2022k). Accordingly, the company's total assets were 562 billion USD in the financial year of 2021, with an employee’s strength of 366,283 worldwide (Statista, 2021e). Toyota made a market entry in China in 2004 by making a joint venture withG.A.C.C Group and established its headquarters in Guangzhou to monitor Chinese operations. 
[image: ]
Figure 1: Market capitalisation of Toyota in 2020-2021
(Source: Statista, 2021b)
[bookmark: _1yhrqsqdwsij][bookmark: _Toc101214594]2. Critical evaluation of the “main features which contribute to the international business environment and its main institutions."
Toyota has expanded its automobile business in China to enhance business growth and capture the potential Chinese market. However, it is difficult to make new market entries due to high market competition, potential market risks, lack of local supply-chain resources, increased capital investment, and monopoly of local companies. Therefore, sustainable market entrance strategies are required to successfully make a new market entry. As per the studies of Dinu (2018), sole proprietorship, franchise model, and joint venture come under successful market entrance strategies that are followed by mostM.N.E.s during global expansion operations. It has been observed that Toyota made its entrance into the Chinese market by creating a joint venture withG.A.C.C Group in 2004 to grow its business successfully in China. As opined by Parameswaret al. (2018), the joint venture approach helps in making political connections with local governments and supply-chain networks in the local market by aligning with local companies. It helps in sharing all the potential risks by aligning organisations and mitigating risks by focusing on business localisation. Therefore, Toyota made a joint venture with the Chinese automobile brandG.A.C.C group to grow sustainably in China by having a better knowledge of local markets and competition (Global Toyota, 2022a). Operation management, human resource management, and marketing management become critical aspects of controlling the "international business environment"; thus, these will be analysed in terms of the Chinese operations of Toyota. 
[bookmark: _gukgolsmz3y7][bookmark: _Toc101214595]2.1. Operations management
Toyota Motors Corporation focuses on operation management in order to improve its production, logistics and supply chain in the Chinese market. The operation management strategy of the organisation at the global level depends on the “10 strategic decision areas”, which are going to be illustrated below (Jessica, 2017):
· “Design of goods and service”: Toyota prioritises technological advancement in order to enhance the quality of operation management. The organisation utilises its investments in R&D operations to ensure that all the vehicles contain advanced features (Jessica, 2017). The organisation integrates “Dealership personnel needs” to improve customised aftersale service.
· Quality management: Toyota focuses on continuous improvement to optimise the quality of automotive service by following the guidelines of the “Toyota production system” T.P.S.S.) all over the world. Moreover, the organisation follows the procedures covered in "The Toyota Way", the set of management principles (Toyota, 2022e). 
· “Process and capacity design”: Toyota use “lean manufacturing” in order to conduct capacity design which is embodied in the “Toyota production system” T.P.S.S.). In this context, the organisation prioritises waste minimisation for maximising the efficiency of the process and capacity utilisation. Henceforth, Toyota supports cost-effectiveness and business efficiency in its manufacturing process for capacity design.
· Location strategy: Toyota applied various procedures for making global expansion suitably. It has been identified that the company has followed global, regional, and local locational processes in growing business in different countries. In the Chinese operation, Toyota has localised its manufacturing plants as well as its official dealership with the help of the collaboration with local automotive brandG.A.C.C Motors.     
· “Layout design and strategy”: Toyota's layout design in manufacturing plants in China highlighted the application of the “lean manufacturing principles”. Toyota introduced advanced technology such asA.I.I (Artificial intelligence) and robotics at all the plants with the aim of "maximum efficiency of workflow". On the contrary, the layout design for dealerships satisfies organisational standards and considers local dealers' decisions to make the business localised. 
· “Human resource and job design”: Toyota apply the principles of “The Toyota Way” to recruit potential candidates regardless of their gender, nationality, and religious view. The H.R.R. programs and policies" include training programs according totoT.P.S.S which aid in enhancing the skills of employees to ensure “lean manufacturing practice” (Global Toyota, 2022b). It has been observed that the organisation mainly focused on skilful employees to improve product design and production and thus emphasises ‘skill development training” to make the employees introduced to the latest technologies and skills. 
· “Supply-chain management”: Toyota utilises “lean manufacturing” for its supply-chain management in order to maintain the balance between production, demand, and supply in the Chinese market. Toyota recently utilises automation and blockchain technology to make real-time adjustments in supply-chain activities. Thai advanced technology used by the organisation help in reducing the bullwhip effect in maintaining supply-chain.
· Inventory management: Toyota follows “Just-in-time inventory management” to make the administration a continuous process to minimise inventory levels, size and corresponding costs. Continued development in the inventory according to the guidelines ofT.P.S.S assists in reducing the cost of inventory management in a cost-effective way (Global Toyota, 2022b).
· Scheduling strategy: Scheduling strategy helps cut down the operating costs and produce vehicles in the most cost-effective way. Toyota follows its "lean manufacturing principles" for preparing a scheduling strategy. According to the rapidly changing market conditions, the organisation emphasises schedulingH.R.R and other resources.
· Maintenance: Toyota has already established a strong network of “strategically located facilities” to grow its business at the global level sustainably. The worldwide network of skilled human resources supports Toyota's business resilience and flexibility. Therefore, the company uses its global network and business reach in order to make productivity stable and optimal. 
After analysing the strategic operation management of Toyota, it has been identified that the principles of the “Toyota production system” and “The Toyota Way” have been followed by the company to make the operational management effective. Furthermore, the company has introduced advanced technology such asA.I.I, robotics, automation, and blockchain in operation management along with “lean manufacturing practice” to maximise its production, supply chain and sales all over the world, including in China. As a result, the production of Toyota's vehicles in China, such as Corolla, Carmy, Avalon, Levin, and other models, has been enhanced by 41% year on year due to high customer demand and sales rate (Global Toyota, 2021a).
[bookmark: _nxguwdgm5t7s][bookmark: _Toc101214596]2.2. Marketing management
The organisation follows a mixed marketing model to maximise its sales growth in China. Toyota recently used B2B, B2C, and dealership models as a marketing strategy in China. B2B model has been followed to service vehicles to the tour, travel and hospitality sectors. In addition., the B2C model comprises “direct selling agents” and E-commerce sites, authorised showrooms,m service centres, and dealership networks which helps in optimising sales rate in the Chinese market by encountering Key competitors. The organisation established a strong network of distributors and dealers in China by collaborating withG.A.C.C Group. As per the view of Li (2018), Toyota primarily focuses on “value for money” automotive vehicles in its Chinese operation to maximise its marketing by producing cars with advanced features at a reasonable price. The company has followed the competitive pricing model as an effective marketing strategy to maximise sales rates. The organisation has also implemented the S.T.P.P. strategy to enhance the potential customer reach by focusing on segmentation, targeting, and positioning. 
	Segmentation
	Targeting
	Positioning

	· Demographic segmentation
· Geographic segmentation
· Psychographic segmentation
	· “Differentiated targeting strategy” has been followed by producing vehicles of a wide range to satisfy customers belonging to all the financial classes.
	· User-benefit and value-based positioning


Table 1:S.T.P.P framework used by Toyota
(Source: Influenced by Liu, Y. and Shan, 2021)
The organisation emphasises both traditional and digital marketing strategies to enhance its customer reach. Accordingly, brand advertisements focus on product features., fuel economy, price safety, quality of customer service, and competitive pricing to influence customer buying nature and establish the “market penetration approach”. As a result, the sales rate of Toyota has increased by 30% approximately in China (Global Toyota, 2021a). Along with this, the organisation has sold 913.1 thousand units in the financial year of 2022 while earning revenue of 22.86 Billion USD from Chinese operations (Statista, 2022i). 
[image: ]
Figure 2: Toyota Sales in China
(Source: Statista, 2022i)
[bookmark: _n203yjvtcx6x][bookmark: _Toc101214597]2.3. Human Resource Management
Toyota enforces four guidelines to build an ideal working environment by eliminating all kinds of biases and discrimination from the organisation (Toyota-tsusho, 2022). These four guidelines are going to be illustrated in the below section:
· "Build an environment that allows employees to work with vitality."
· "Create frameworks for promoting autonomous and constant reforms and kaizen."
· "Develop human resources with interest and curiosity in the global management environment that is capable of responding quickly, flexibly, and sincerely to effective environmental changes."
· "Promote teamwork with the aim of overall optimisation as an organisation."
The basic stances ofH.R.R management includes "fair employee evaluation" based on performance assessment and rewarding employees according to their performance report. Toyota's “challenge rotation system” promotes career growth opportunities for every individual by placing them in their desired department where they can contribute the most towards organisational goals. The commendation system operated by the H.R.R department of Toyota aids in motivating the employees by providing performance acknowledgement through the “Best division award”, “Vice President's Award”, and “President's Award” (Toyota-tsusho, 2022). Most importantly, the organisation invests majorly in “Education and training programs” for improving the quality of the workforce all over the globe. Toyota has established the "Innovation Leader Incubation Institute" I.I.I.I.) in China to improve the employee's skills by arranging “Practical knowledge seminars”, “E-learning courses”, and “business skill classes” [Refer to Appendix 4]. Besides this, the company emphasises hiring potential and talented local employees to promote business localisation and utilise the local workforce as much as possible to cut down the accommodation costs for employees.  

[bookmark: _ox8492euvw8y][bookmark: _Toc101214598]2.4. Critical evaluation of the "key decisions underpinning international organisational strategy."
After analysing the "international organisational strategy" of Toyota in terms of Chinese operations, the critical decisions underpinning it have been identified and are going to be evaluated in the below section:
· The organisation has made a joint venture withG.A.C.C Motors to make a successful entry into the Chinese market
· Toyota follows the “Toyota production system” T.P.S.S.), “The Toyota Way”, and “lean manufacturing practice” to improve operational management and productivity in China.
· Continuous development in inventory, along with the introduction of the latest technology includingA.I.I, including robotics and blockchain, helps improve production and supply-chain management.
· B2B, B2C and dealership models have been used to optimise sales rates and implement the “market penetration approach”.
· Toyota focuses on the “challenge rotation system”, commendation system, “Education and training programs”, and recruiting local talents to improve employee motivation and satisfaction in China (Toyota-tsusho, 2022). 
[bookmark: _2uahgez83gqw][bookmark: _Toc101214599]3. Evaluation of the different modes of engagement with international markets	
[bookmark: _b134vsj8m5tb][bookmark: _Toc101214600]3.1. External analysis
In order to identify and evaluate the strengths, weaknesses, and issues that the organisation might face through internationalisation, it is crucial to analyse the external factors influencing the business. Accordingly, conducting a PESTLE analysis of both the home country and the host nation is going to help in analysing the macro environment of Toyota. As per the notions of (), PESTLE analysis helps a business firm to establish the external aspects that can influence the internal operations through the identification of “political”, “economic”, “socio-cultural”, “technological”, and “legal”, and “environmental” factors. 
[bookmark: _4wxgfshbsw4v][bookmark: _Toc101214601]3.1.1. PESTLE analysis of the Japanese market
	Factors 
	Description 
	Impact on the business

	Political factors
	· With a percentile rank of 87.26% regarding the absence of violence, Japan is a politically stable nation (Trading Economics, 2022a). 
	Positive 

	Economic factors
	· The Japanese economy has improved with a 1.1% growth inG.D.P.P rate in the fourth quarter of 2021 (Trading Economics, 2022b). 
· The national economy has been forecasted to grow by 3.4% in 2022 (O.E.C.D., 2022). 
	Positive 

	Socio-cultural factors
	· The overall population in Japan has been forecasted to come down from 125.37 million in 2021 to 124.46 million in 2022 (Statista, 2022a). 
· More than 69% of the Japanese population is known to own cars (Statista, 2021a). 
	Positive 

	Technological factors
	· The Japanese government is making bulk investments in technological advancements, and the tech investment is projected to reach nearly 13.9 trillion yen byF.Y.Y 2023 (Statista, 2022b). 
· As per recent statistics, the Japanese automobile industry has sold nearly 29,300 units of electric vehicles, with Toyota being the leading e-car manufacturer (Statista, 2021c). 
	Positive 

	Legal factors
	· According to the Labour Standards Law, an employer is not allowed to assign more than 40 hours per week to a worker I.L.O.O., 2022a). 
· The Labour Union Law has been designed to protect employee rights and allow collective bargaining I.L.O.O., 2022b). 
	Moderate 

	Environmental factors
	· The Japanese government has aimed to attain “net-zero carbon emissions” by 2050 in order to reach “carbon neutrality” on a national basis (Japan, 2022). 
	Positive 


Table 2: “PESTLE analysis of the Japanese market”
(Source: Self-developed)
[bookmark: _3uwzuwvnnryl][bookmark: _Toc101214602]3.1.2. PESTLE analysis of the Chinese market
	Factors 
	Description 
	Impact on the business

	Political factors
	· The percentile rank of political stability was reported to be 37.74% in 2020, which indicates that the nation is not politically stable (Trading Economics, 2022c). 
	Negative 

	Economic factors
	· The rate ofG.D.P.P growth in China is projected to increase by 4.8% in the first quarter of 2022 (Trading Economics, 2022d). 
· The rate of unemployment in China came down to 3.8% in 2021 from 4.24% in 2020 (Statista, 2022c). 
	Positive 

	Social factors
	· According to the latest data provided by the “National Bureau of Statistics of China”, the total population of China amounted to nearly 1.41 billion in 2021 (Statista, 2022e). 
· The country has recorded a total of nearly 225.09 million “privately owned cars” in 2019 (Statista, 2022f). 
	Positive

	Technological factors
	· The Chinese financial sector has been forecasted to amount to “46 billion yuan by 2022”throughA.I.I investment (Statista, 2022g). 
· Electric Vehicles E.V.V.) in the Chinese market own a market share of nearly 10.9% (Statista, 2022h). 
	Positive 

	Legal factors
	· The company law of the “People's Republic of China” Consists of 13 chapters and 218 articles that ensure an ideal business environment in the country N.P.C.C., 2022). However, the local government charges a high taxation rate for FDI (“Foreign direct investment”).
	Moderate

	Environmental factors
	· CO2 emissions in China superseded 11.9 billion tonnes in 2021 and accounted for 33% of the global carbon emissions (IEA, 2022). 
	Negative 


Table 3: “PESTLE analysis of the Chinese market”
(Source: Self-developed)
[bookmark: _t31exie6e698][bookmark: _Toc101214603]3.1.3. Identified issues in the "international operating environment."
Specific issues have been identified through the external analysis of the Japanese and Chinese markets that can affect the business of Toyota on expansion in China. For instance, the company is going to face severe issues in fostering valuable trade relations in China due to its unstable political scenario. 
[bookmark: _jgofvrl8jvvb][bookmark: _Toc101214604]3.1.4. 7P’s analysis
In order to ensure valuable outcomes and develop a competitive edge in the market, it is crucial to digress from the conventional business models and come up with unique strategies all across the market mix. Accordingly, Peng, Y. and Boonyanmethaporn (2021) suggest that the 7Ps is an effective mode of planning the key strategies regarding "product", "price", "place", "promotion", "people", "process", and "physical evidence". The following table shows the marketing mix of Toyota in its international business that has helped the company to target the most suitable audience and gain a competitive stand in the global market: 
	Strategy
	Description 

	Product strategy 
	· This strategy is concerned with the way in which the products and services of a company impart value in the market.
· Toyota is widely acclaimed for its exclusive designs, comfort, mobility, and fuel efficiency (Toyota, 2022a). 
· In the global market, Toyota has succeeded in securing a competitive position through its vehicles such as Corolla, Avensis, Land Cruiser, Lexus, and RAV4 (Toyota, 2022a).
· The brand is also known for its carbon-neutral vehicle manufacturing strategy to develop a sustainable business (Toyota, 2022c). 

	Pricing strategy 
	· This aspect of the marketing mix analyses the type of price range that a company adopts in order to gain an advantage over its competitors.
· The primary audience of Toyota belongs to the social classes B+ to A and from classes A to A+, and hence the company sells a wide range of cars, from standard to luxury vehicles (Toyota, 2022a).
· The prices of cars range from economical to premium pricing. 

	Placing and distribution
	· The place strategy helps a company identify the most suitable areas for promoting the business to generate maximum engagement.
· A substantial part of Toyota’s sales is operated through dealerships across numerous nations.
· With Japan being the most robust dealer, Toyota also generates a substantial profit through dealership operations in countries such as North and Latin America, Europe, Africa, and Asia (Toyota, 2022b). 

	Promotional strategy 
	· This factor entails the different tactics adopted by an organisation to promote its business and services among the existing and potential client base.
· Toyota invests heavily to promote its products and services through newspaper advertisements, television, and social media promotion (Toyota, 2022a). 

	People strategy
	· This factor analyses the entities that have a substantial impact on the organisation.
· Being a manufacturer of automobiles, the employees and the overall workforce are the company's key people, and the productivity of the business depends on the performance of its workers.
· According to the changing market demands, Toyota seems to follow a solution-oriented people strategy to bring flexibility and consistency to its business operations (Toyota, 2022a).

	Process 
	· This strategy indicates the method through which a brand manufactures its products and the way in which it sustains the environment.
· Toyota is widely acclaimed in the automotive industry for its efficient manufacturing process, and it has been observed that the company focuses on production efficiency through its expert operations management.

	Physical evidence
	· This factor entails a sign or symbol that makes a brand unique and creates a trademark.
· Toyota is identified through its logo, which comprises three rings that overlap each other, and this physical evidence has enhanced the company's prominence in the global market (Toyota, 2022a). 


Table 4: 7P’s analysis of Toyota
(Source: Self-developed)
It has been identified from the marketing mix of Toyota that the company has succeeded to sustain a vast range of audiences across the globe through its strategic decision-making and management. The diversity and sustainability of its products is a significant competitive advantage, and through its product strategy, Toyota has been able to hold a customer base belonging to both the middle class and the elite population. Besides, the price range is yet another competitive advantage of Toyota, as the company has been able to sustain high-quality vehicles even at lower price points. Accordingly, the company has a significant opportunity to establish a successful and profitable business in the Chinese market by promoting its affordable yet high-quality vehicles that are environmentally friendly as well. 
[bookmark: _kawwgnvaphk][bookmark: _Toc101214605]3.2. Situational analysis of the business
[bookmark: _15h32ls0nkh3][bookmark: _Toc101214606]3.2.1. SWOT analysis
The following table illustrates a SWOT analysis of Toyota to identify the strengths and limitations that might impact its business in the Chinese market: 
	Strengths 
	Weaknesses 

	· The "Toyota way" is a significant strength of the company that facilitates workplace dignity and continuous improvement to foster innovation and productivity.
· Through its patent ownership of fuel cells, the company has acquired a strong position in the automotive industry.
· The "just-in-time" strategy has contributed to the company's competitive advantage as it helps the company to facilitate a quicker production and supply of products through minimum wastage and maximum efficiency (Toyota, 2022d).
· The company is globally acknowledged for manufacturing one of the most reliable and efficient "green cars" through its hybrid model of clean energy vehicles (Toyota, 2022c). 
· The company had shown a strong stock performance even in the face of the global COVID-19 pandemic, with a market share of nearly 10.5% in 2021 (Statista, 2021d). 
	· The company had observed issues in its design and production, which made Toyota recall nearly 700,000 automobiles due to fuel pump issues (CNN, 2020).
· Due to the rigid hierarchical structure, organisational power flows in a single direction which stifles the opportunity for flexibility and creativity.
· Although the company is trying to develop its future technology, studies have shown that a significant competitor in the market, Tesla, is nearly six years ahead in terms of technical advancements (Kume, 2020). 
· Toyota has a relatively partial global presence compared to its competitors, as the majority of its revenue comes from the Japanese, European, and American markets, and the company seems to have left a substantial chunk of the global market unexplored, which would affect its global business in the long run.

	Opportunities 
	Threats 

	· The company can supersede the global automotive market through technologically advanced smart cars and adopting self-driving systems such as the Chauffeur and the Guardian (Forbes, 2020).
· By leveraging artificial intelligence and cloud computing, the company can substantially boost its profit margin in the global market.
· Through the implementation of big data analytics, the company can transform its automotive business by simplifying the process of analysing the data of smart vehicles and facilitating predictive maintenance (Kambleet al., 2021). 
	· A worsening of the global pandemic scenario can be a major threat for Toyota as its profit plunged by 74% in the second quarter of 2020 due to the "COVID-19 pandemic" (Manufacturing, 2020).
· The competition in the automotive market is increasing in intensity due to the rapid emergence of technologically advanced and self-driven vehicles.
· Any failure to stay aligned with the emerging and forecasted market trends can hinder the productivity of Toyota in the global market. 


Table 5: SWOT analysis of Toyota 
(Source: Self-developed)
[bookmark: _mcps5ycln5ex][bookmark: _Toc101214607]3.2.2. Porter’s Five Forces Analysis
	Force 
	Impact
	Analysis 

	“Bargaining power of suppliers”
	Low 
	Being a global organisation and one of the leading manufacturers of automobiles, Toyota has a massive supply chain with interdependent relationships.  

	“Bargaining power of customers”
	High 
	There has been a vigorous growth in the “new-energy-vehicle” market in China, which provides the customers with a wide variety of vehicles to choose from, and the clients would hold a substantial bargaining power over the company (McKinsey, 2021). 

	"Competition in the market."
	High 
	The Chinese market produced nearly 367,000 “battery electric vehicles” (BEVs) in January 2022, along with 84,400 “plug-in hybrid electric vehicles” (PHEVs) (Statista, 2022j).

	“Threat of new entrants”
	Low
	The cost of manufacturing sustainable electric or hybrid vehicles is high, and it is going to be challenging for new businesses to acquire a competitive stand. 

	“Threat of substitution”
	Low
	Toyota has a competitive advantage in the market due to its supply of high-quality vehicles at relatively affordable prices compared to most businesses (Toyota, 2022a). 


[bookmark: _2t2egercijq3][bookmark: _Toc101214608]Table 6: Competitive analysis of Toyota in the Chinese market
(Source: Self-developed)
[bookmark: _gxugdp79052u][bookmark: _Toc101214609]4. Analysing the international business environment through theoretical insights
[bookmark: _cdl0n54rgcwu][bookmark: _Toc101214610]4.1. Hofstede’s theory of cultural dimensions
According to Gallego-Álvarez. and Pucheta-Martínez (2021), “Hofstede's Cultural dimension theory” illustrates the differences between cultures across countries and the way that needs to be followed to conduct business across different cultures. Toyota established its business all over the globe, including in China; thus, it needs to follow this theory in order to improve operation and human resource management in a cross-border context. The six categories of the theory are going to be discussed below:
· “Power distance Index”: Toyota follows a functional organisational structure where departmental hierarchy instructs employees on how to meet job targets within deadlines in order to fulfil organisational goals. However, all the individuals are treated with adequate esteem and respect in the organisation; thus, the "power distance index" P.D.I.I.) is comparatively low at Toyota, which embraces employee motivation as well (Toyota-tsusho, 2022).    
· Collectivism vs individualism: Toyota majorly emphasises collaborative efforts in order to improve organisational performance. Therefore, collectivism gets more priority in the company in order to improve teamwork ability and mutual understanding between different departments to enhance overall outcomes. 
· “Uncertainty avoidance index”: Toyota invests in continuous inventory development to mitigate huge costs for inventory management (Jessica, 2	017). At the same time, the organisation prioritises an "Education and training program" for the employees to introduce them to new technologies and skills. Therefore, the employees of the company can easily adopt effective changes, which makes the “Uncertainty avoidance index” U.A.I.I.) low.
· Femininity vs Masculinity: Toyota judges its employees through their performance, efforts and dedication. The organisation has strictly eliminated gender biases from all the human resource practices. It has been identified that the majority of managerial posts at Toyota are occupied by male employees; however, the organisation targeted "The number of females in managerial posts in 2014 to be increased fourfold by 2025, and fivefold by 2030"(Global Toyota, 2021b).
· Short-time vs long-time orientation: Toyota established a long-term orientation with the local network of suppliers and its business partner in China, G.A.C.C. Group, in order to achieve sustainability in the cross-border context.
· Restraint vs indulgence: Organisational “red tape” is strictly prohibited in the company to assure employee flexibility and facilities. Therefore, indulgence is being promoted to motivate employees with the aim of improving employee performance in China. 
[image: ]
Figure 3: “Hofesteede's Cultural dimension theory”
(Source: Influenced by Gerlach and Eriksson, 2021)

[bookmark: _jpk1duxt2vsz][bookmark: _Toc101214611]4.2. Porter’s diamond model
“Porter's diamond model” consists of four factors that help in analysing business in a cross-border context. These factors are as follows:
	"Firms strategy structure and rivalry."
	“Supporting and related industries”
	“Factor conditions”
	“Demand Conditions”

	· Organisational structure
· Organisational behaviour
· Organisational strategies
	· "Number of similar businesses"
· Number of key competitors
· Number of suppliers
	· National culture
· National resources
· Skilled local workers
· National stability
	· Market demand
· Clients value
· Market preferences
· Market trends


Table 7: “Porter’s diamond model”
(Source: Influenced by Fang et al. 2018)
Therefore, all these factors of the model assist in analysing the global expansion process of an organisation. Therefore, Porter's five forces analysis has been conducted in this study to interpret all the four aforementioned factors of the “Porter’s diamond model”.
[image: ]
Figure 3: “Porter’s diamond model”
(Source: Influenced by Erboz, 2020)

[bookmark: _xj5qw7xol8ek][bookmark: _Toc101214612]5. Analysis of risks
[bookmark: _khqil1gleurh][bookmark: _Toc101214613]5.1 Risk register matrix	
	Identified risks
	Analysis
	Impact on the business
	Mitigation strategy

	Design and production
	The poor design of vehicles can significantly impair the company’s brand image and lower its value as well as attractiveness in the Chinese market. 
	Negative 
	Incorporating an advanced “manufacturing execution system” M.E.S.S.) software can help the production team continuously assess design (Mantravadiet al. 2019). 

	Quality risk
	With the massive population and high demands for sustainable vehicles in the Chinese market, the production might get affected, leading to relatively poor-quality automobiles.
	Negative
	M.E.S.S software can help the workforce to identify quality risks.

	Rigid hierarchy
	The hierarchical structure can hinder workforce productivity and reduce innovation and flexibility in the internal operations of the business enterprise.
	Moderate
	Adopting a transformational leadership style would help to improve corporate culture and foster compliance (Chua and Ayoko, 2021). 

	Technological risks
	With the increasing demand for electric vehicles in the Global market, failing to stay aligned with the emerging market trends and technological advancements can negatively influence the market performance and competitive edge of the company.
	Negative
	By incorporating automation, robotics, AI-based cloud and Big Data Analytics, the company can boost efficiency and profit. 

	Global presence
	Not being able to extend its business across all nations could hamper the business, given that the major markets face crises due to sudden external issues. 
	Moderate
	The company needs to increase its focus on the developing countries to garner its global strength. 


Table 8: “Risk register matrix”
(Source: Self-developed)
[bookmark: _tvoc5y9sxnkf][bookmark: _Toc101214614]Conclusion
This report has shed light on the key aspects of competitive advantage in an international business with a special focus on Toyota, a globally acclaimed automobile manufacturer based in Japan. The internationalisation strategy has been evaluated by identifying China as the host country. It has been assessed in this report that a multinational organisation is required to consider a variety of aspects and undergo a thorough inspection before deciding to penetrate a new market in the global domain in order to understand the balance between opportunities and threats. Accordingly, this report has performed both internal and external analyses of Toyota in terms of both the Japanese and Chinese markets to assess whether expanding to the Chinese market is going to be beneficial for the company. The competitive analysis has indicated that the company has the opportunity to attain a competitive advantage in the Chinese automobile domain despite the intense competition through strategic thinking and technical innovations. In addition, the situational and macro analysis has helped to identify the underlying issues that might be threatening the business profitability of Toyota in the long run, along with effective strategies for mitigation. 
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