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[bookmark: _Toc1051086233]Assessment 2 - Environmental Analysis of an industry
The automobile industry has experienced significant challenges in production, sales, and distribution worldwide due to the global outbreak of the COVID-19. The disruption in international trade has exposed the inefficiencies and interdependence in the global supply chain and reliance on cheap labour in Southeast Asia. Toyota Motor Corporation is a successful automobile company that originates from Japan and operates in several countries worldwide. Since its inception in 1937, the company has remained focused on producing quality automobile products that meet customers' needs domestically and internationally. According to Cherunilam (2021), TMC is among the first Corporations to benefit from globalization, expanding to new markets and leveraging opportunities such as cheap labour and raw materials in the South Asia countries. In recent times, TMC, like other multinational corporations, has faced severe challenges triggered by the global COVID-19 pandemic (Singh et al., 2021, p. 1993). Although the TMC is known for its best improvement practices, Kaizen principles, the pandemic has significantly impacted the global automobile industry disrupting the global supply chain and halting manufacturing and production processes.
[bookmark: _Toc585785620]Porters Diamond Forces
The Porter’s Diamond Forces are also known as the Theory of National Competitive Advantage of Industries. It was developed by Michael Porter, a business strategist who believed that some companies had an immense capability to continuously innovate and compete, whereas others might not (Vlados 2019, p. 33). After careful analysis of numerous factors, Porter argued that a set of interrelated factors influence a firm's ability to compete in an international arena. The following are the six interrelated factors that constitute the Diamond Forces:
[bookmark: _Toc815962749]Firm Strategy, Structure, and Rivalry
Porter emphasized that the national context or the firm's external environment significantly impacted how firms are conceived, structured, and managed. More accurately, the national environment influenced a firm's strategy and competitive style. Further, Porter noted that domestic rivalry is crucial in shaping international competition because firms are forced to be creative and develop unique products to push the firm to expand in new territories (Vlados 2019, p. 34).
[bookmark: _Toc1908881279]Factor Conditions
Factor conditions encompass a wide array of natural, capital, and human resources available in a given country. For example, a country like Vietnam is rich in natural resources, making it a strategic location for the automobile wiring industry. The same can be said of Thailand that provides cheap labour resources for the major automobile industry players like Toyota Motor Corporations, Nissan, and Suzuki. Porter argued that although the natural resources were crucial, the created factor conditions were essential. Moreover, he asserted that countries should continuously upgrade the created factors through new knowledge and skills (Vlados 2019, p. 37). TMC is revered for its Kaizen strategy of continuous improvement in the automobile industry production.
[bookmark: _Toc1799420173]Demand Conditions
Home demands are a significant factor that influences the growth of industries in nations. According to Vlados (2019, p. 41) presence of a larger domestic market brings more challenges and opportunities for growth. Toyota Motor Corporation has created innovative and quality products in the automobile industry. However, the emergence of the COVID-19 pandemic has disrupted the domestic and international demand for its products. Despite these challenges, TMC has remained resilient in maintaining high-quality products and being innovative in the automobile industry. This is because the domestic buyers had given the company insight on what to produce to meet the emerging buyers’ needs.
[bookmark: _Toc2006849942]Related and Supporting Industries
The presence of supporting industries is a critical foundation on which a company excels. Toyota Motor Corporation operates in the automobile industry, where car manufacturing depends on many related industries (Vlados 2019, p. 43). TMC relies on a host of supporting and related industries, some locally (Voas et al., 2021, p. 79). In contrast, others are located in Vietnam, Thailand, and China. Unfortunately, the outbreak of the COVID-19 pandemic has disrupted the global supply chain and negatively impacted the supply chain for crucial factors of production (Al-Mansour et al., 2020, p. 663). Porter argued that suppliers are essential in enhancing innovation and improving efficiency.
[bookmark: _Toc1365125972]Government
The role of government within Porter's Diamond Model is critical. Although he believed that the government could not create a competitive business environment, the government plays a significant role in enabling a business environment. The government indirectly influences the early demand for products and services by supporting infrastructure, education, and health sectors (Vlados 2019, p. 45). During the COVID-19 pandemic, the government from different countries stepped in to enforce regulations and strategic partnerships to develop the vaccine to mitigate the adverse effects of the pandemic on the global economy.
[bookmark: _Toc1938753494]Chance
Chance is a crucial segment of the Porter’s Diamond Model even though he (Michael Porter) never included it in his original Diamond Forces framework. Chance opined that external factors like war or natural calamities such as COVID-19 could negatively or positively impact a country or industry (Vlados 2019, p. 49). For instance, the outbreak of the COVID-19 pandemic has impacted the automobile industry by disrupting the supply chain operations worldwide. The sales have significantly dropped, and most companies, including TMC, have recorded a decrease in sales and profit margin.
[bookmark: _Toc1787654885]Critical Analysis of the Pandemic Impact on the Industry
Since the outbreak of the Pandemic, Toyota Motor Corporation has experienced disruption in its operations worldwide. According to Krisher and Chapman (2021), TMC is scaling back production in its home country (Japan) and the North American region due to the disruption of supplies from Southeast Asia. Whereas TMC has remained steadfast in dealing with the pandemic, it has taken a blow like many other industry players. According to Krisher and Chapman (2021), Toyota Motor Corporation announced in 2021 the possible plan to cut back production by 40% due to the limited supply of parts for its 14 auto assembly plants spread across Japan. The North American market that has experienced the devastating impact of the pandemic has also witnessed a substantial decrease in production. More accurately, TMC announced in 2021 that they would slash production by 60,000 to 90 000 vehicles, this decrease in production would translate to a decrease of 40% to 60% (Krisher and Chapman 2021). Based on Porter's Diamond Forces, affirming that the COVID-19 pandemic disrupted the Toyota Motor Corporation supporting and related industries. The spiralling impact of the COVID-19 worldwide has demonstrated how the automobile industry is interdependent (Xu et al., 2020, p. 153). 
The ranging COVID-19 pandemic disrupted several business deals and operations. According to Belhadi et al. (2021), the outbreak of Covid19 halted the £1.6 billion Mazda-Toyota joint venture. It led to the collapse of the Ford Motor Company plans to renovate the old Detroit train station that would benefit millions of individuals. At a broader economic level, the pandemic led to the loss of thousands of jobs across the automobile industry with the economic meltdown and recession experienced worldwide with government intervention strategies like lockdown and travel restrictions.
Davis and Inajima (2021) indicated that the government policies and containment strategies contributed directly to the disruption of production processes. For example, lockdown and travel advisory limited the supply chain processes. Additionally, the government healthcare directives of maintaining social and physical distance limited the number of employees working per shift in the production units (D’Auria et al., 2020, p. 273). The adversely affected brands included the Corolla subcompact, Land Cruiser sport utility vehicle, and the Prius hybrid. This decrease in production negatively impacted the company’s annual forecast and the target of producing 9.3 million vehicles to meet the global demand (Krisher and Chapman 2021).
The production and assembly plants in Malaysia and Vietnam got halted due to the restrictive government policies. These included lockdown and government-imposed restrictions like maintaining a social and physical distance. Voas et al. (2021, p. 79), the shortage of computer chips in most vehicles worsened during the pandemic. This happened due to the government travel advisory and restrictions of international travel. According to Davis and Inajima (2021), Toyota had not been hit hard like other automobile players in the industry. The emergence of the delta variant in the North American region introduced new complications to the production process and supply chain system. A sharp decrease in demand for automobile products in Vietnam and the rest of the world has negatively impacted TMC’s growth. Overall, the car manufacturing industry has witnessed a drop in sales and low production due to the surging challenges of COVID-19 and the emerging new variants like Delta and Omicron.
As mentioned, Toyota Motor Corporation has held up better than most automobile manufacturers. Despite the biting pangs of the pandemic, TMC recorded a profit of £8 billion, an increase of more than five times the profits realized in 2020. However, globally the pandemic has disrupted production and sales with TMC’s competitors like Maruti Suzuki India Ltd and Tata Motors Ltd, also reporting a 40% decrease in production.
[bookmark: _Toc1260705089]Toyota’s Survival Strategies
Toyota Motor Corporation has pivoted and succeeded during the COVID-19 global pandemic. Whereas its production has reduced significantly like the rest of the carmaker's players, the company has levelled up its strategies and lean manufacturing strategies to reduce wastage and maximize profits (Amaro et al., 2019, p. 25). According to the company's internal information, the company deployed a host of strategies to reduce production costs and improve the welfare of its employees and local communities. For instance, the company embraced and implemented government containment strategies and directives such as maintaining social distance, wearing masks when working on the premises, and adhering to the North American manufacturing plants (Toyota's coronavirus & COVID-19 response n.d.). The company also maintained operations in its service centres to assist clients needing repair and maintenance. Whereas these strategies were successful, the overall operation volume reduced significantly, considering that the government healthcare requirements restricted the number of employees allowed in a working environment (Keshky et al., 2020, p. 3188).
[bookmark: _Toc877113634]Success Factors
The carmaker industry experienced a general decrease in production and sales worldwide because of COVID-19. Despite the challenging business environment in the automobile industry due to the pandemic globally, some creative players like the Toyota Motor Corporation have managed to pivot and find strategic means of reducing expenses to maintain a successful operation although in a reduced volume. For example, Davis and Inajima (2021) cited that TMC reduced unnecessary expenses like business and events allowing the company to save about 115 billion yen. Having adequate cash flow during the pandemic allowed the company to meet its expenses and reach out to the local communities through donations. Toyota has donated essential healthcare products like gloves, cotton swabs, and personal protective equipment to protect those in the front lines across the US and other destinations where they do business (Toyota's coronavirus & COVID-19 response n.d.). This is a critical success factor in corporate social responsibility (CSR).
The other success factor worth noting is the strategic partnership between Toyota’s TLT Lab, the Toyota AI Ventures team, and the Research and Development wing of the business to stamp print and produce face shields and visors urgently required by the first line healthcare workers. According to Swiecki et al. (2021), over 500,000 face shields have been produced and distributed to support health workers across the globe. On the same note, the Toyota USA Foundation has also donated £2.5 million in grants to various nonprofit organizations involved in the food assistance programs in areas hit hard during this pandemic (Davis and Inajima 2021). An additional £3.3 million grant was also channeled to aid e-learning programs across 13 states in the US. This initiative will benefit approximately 350,000 learners by acquiring laptop computers, software licenses, payment of the Wi-Fi access points, and mobile Wi-Fi devices (Swiecki et al., 2020). Finally, as a way of supporting local communities in the North American region, TMC North America has partnered with several nonprofit organizations to provide over fifty vehicles across one state to facilitate travelling to COVID-19 vaccination points. These interventions are crucial in helping the local communities rebound and rebuild themselves. Moreover, a business has social, moral, economic, and financial obligations to the local communities (Belhadi et al., 2021). 
In conclusion, the external environment is still uncertain, with the COVID-19 pandemic disrupting operations across the industry worldwide. As discussed, despite the challenges triggered by the pandemic, Toyota Motor Corporation has managed to stay positive through creative and innovative methods to cut production costs, make profits, and support the local communities through the provision of the PPE kits to the healthcare front line workers and financing digital learning across 13 states in the US. More significantly, the pandemic has also validated Porter's Diamond Model on the role of the government as a catalyst and challenger. Although the government does not create a competitive environment, it regulates business operations to ensure healthy competition and a conducive environment safe for consumers and business owners. For example, the government directives and COVID-19 containment strategies helped slow down the spread of the virus, thus keeping employees and consumers safe. Finally, the pandemic outbreak also demonstrated the interdependence relationship in the global supply chain system where most automobile manufacturers depend on the created factors of production lie cheap labour in the Southeast Asia countries where most assemblies occur.
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