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1. INTRODUCTION

The business environment is a complex of components that affects the company’s progress. The business environment refers to factors and forces that affect the ability of enterprises to build and maintain a lasting and successful market presence.
Automobile industry is a branch of the economy which is related to the transportation of people, goods, and materials. This is a key industry in the global economy.
According to Porter (1986) the globalization of the automotive industry has entered the world to such a degree that the competition within this business has become an interdependent process, which means that the rivalry within this business is already entering a new phase.
Digitalisation is helping the automotive industry grow rapidly, so it is setting new trends in the new era of digitalisation.
Professor Gerstenfeld (2010, p.4) says: “Since the dawn of the modern era, consumption and distribution of energy quickly become mankind’s highest priority. However, the continued apathetic attitude that was initially taken toward energy and its side effects can no longer be used. A new more environmentally friendly source of energy has to be utilized in order to fulfil our own needs otherwise we self-destructions while relying on non-renewable oil-based methods. In the last few decades two new technologies have emerged; Hybrid Electric Vehicles and more recently the Plug-in Hybrid Electric Vehicle.’’

2. EVALUATION 

In the UK, the car industry is facing a major challenge after the government of PM Boris Johnson announced a project to ban the sale of new diesel and petrol cars from 2030. The emergence of “Green innovation “is a very serious item in the budget of modern companies. In its own way it can manifest itself as different types of innovations, both tangible and intangible, just an idea. ( Harrabin, 2020)
Human activity and over- satisfaction of the consumer society leads to colossal changes in the atmosphere, where they emit large amounts of pollutants, all this leads to global warming. Therefore, society is beginning to work hard to develop green technologies, especially in transport. As a result, hybrid and electric cars are emerging. Replacing the internal combustion engine in mass cars with electric ones and its fuel tank with eclectic batteries is a return to a well-known automotive practice. Electric cars are not an eco-solution to global pollution, because plugging them in to charge their batteries comes mainly from non-environmentally friendly energy sources. The advantage is the hybrid cars, is that they have two engines that charge each other, i.e., the electric motor is charged by the gasoline engine while the car is running. (Kushwaha,2015)
  Business environment assignment is discussing the strategic management in external and internal environment organization. The organization that has been selected for this assignment is Lexus. Lexus is a high-quality branch of the Japanese company Toyota, created for the development and production of luxury cars. Initially, the models of this brand were intended for sale in the United States, but its popularity allows it to expand the market in the other directions. Today, Lexus cars can be purchased in most countries around the world. (https://www.companieshistory.com/lexus/)
The vehicles are dependable, comfortable, and drive smoother than others in the market. Lexus cars are fuel efficient, environmentally friendly, and maintain their resale value. If you are unsure, take one for a test drive and experience everything Lexus has to offer.
     ‘’Lexus is the luxury vehicle brand of Toyota. This is the fastest growing manufacturer among the top luxury car brands.” (Copy by https://www.companieshistory.com/lexus/)
The internal environment of the organization is a key element of the company. Human relations, and staff skills are also important for the success of the business. Therefore, the external environment of Lexus has a well-organized distribution system, experienced specialists, thanks to which the mechanized levels are highly trusted by customers.
   
3. Porter’s five forces – Lexus
Porter identifies five forces that determine the intensity of competition. Thus, in 1979, he analysed business strategy. These five elements belong to the microenvironment, which means that everything depends on human activity and the market.
 
The analysis of the five threats, developed by Michael Porter in 1979, is one of the foundations of the analysis of the industry and the creation of business strategy. It brings out five threats (forces) that determine the intensity of competition, and hence the attractiveness of the market. Porter attributes these five forces to the microenvironment. He emphasizes the five elements that determine the face of industrial competition. Their well-defined analytical framework helps managers to understand the dynamics of industrial factors on the company’s activities. (Porter, (2008)
a. Threat of New Entrance
Porter’s Five Forces model can be used to make strategic decisions in the industry in which Lexus operates in terms of attractiveness through inherent potential for profit.
If the industry is profitable, it will attract more players and therefore, the threats of new entrants will be high. Lexus will face a low threat from new entrants if the regulatory framework imposes certain challenges on new entrants. (Porter,2008)
b. Threat of Substitute Products or Services  
The availability of substitute products makes the competitive environment a challenge for Lexus. Customers can use alternative products and services to meet their needs. The threat of substitute products increases when competitive industry offers a cheaper substitute for the product, the substitute product offers the same quality and performance as offered by Lexus. (Porter, 2008)
c. Rivalry Among Existing Competitors
Rivalry among existing competitors shows the number of competitors that give strong competition to Lexus. Rivalry among existing competitors will be low for Lexus if there is a clear market leader, a limited number of market players and the industry is growing rapidly. The organization must invest in research activities to attract new customers and develop long- term relationships with its customers.
d. Bargaining Power of Suppliers
Suppliers’ bargaining power can increase competition in the industry and reduce the profits and the potential growth of Lexus and growth potential. Therefore, the weak strength of suppliers can make the industry more attractive due to high rents. When there are few suppliers and the demand for the supply of their product is high, this strengthens the position of suppliers towards Lexus.
e. Buyers’ Bargaining Power 
Factors that reduce the buyers’ bargaining power are the low concentration of customers and their inability to integrate, as well as low knowledge of the market. 
Applying the Porter model helps Lexus make effective decisions and evaluate its own business and competitors. In addition, dynamic analysis of this model can reveal important information. For example, Lexus can combine the Porter 5 power model with the PESTEL frame to determine the potential future attractiveness of the industry.

4.PESTEL 
Yuksel (2012, p.52) explains: ‘’PESTEL is an acronym for Political, Economic, Social, Technological, Environmental, and Legal Analysis.’’  PESTEL’s analysis encourages management to think strategically and react quickly to changes in the external environment in order to avoid negative impacts on business operations. This is one of the most widely used tools for strategic commented and management, which helps accese assess the impact of factors in the external environment that cannot be controlled.
4.1. Political factors
Political stability is important for business organizations as it influences customer and investor confidence, and therefore, has a wide impact on the economy. Political instability has serious consequences for the consumption, while demand is declining. If Lexus fails to cope with the prevailing political chaos, it could lead to lower growth and a lack of investment in other capitals. (Yuksel, 2012)
4.2. Economic factors 
Economic factors directly affect the business environment. Therefore, a very thorough analysis must be done to understand these factors and to have growth in the industry.
Lexus depends on such analyses as any other big company. For that reason, Lexus must choose countries with highly efficient financial markets. Countries with high rates of economic growth provide more opportunities, while with slower economic growth, consumers are more cautious. Rising inflation has a negative impact on Lexus’ revenue growth as it reduces the people’s purchasing power. (Yuksel, 2012)
4.3. Social Factors
Social factors are key demographic characteristics, social values, norms, and customs of society. Failure to adapt to the socio- cultural environment can lead to the failure of successful companies such as Lexus. The introduction of new products and the opportunity for growth is easier when consumers have more disposable income and are willing to spend more on goods and services. The high population growth is a favourable demographic indicator for Lexus, when it is aimed specifically at young consumers.
4.4. Technological Factors
The progress of technology at a rapid pace affects the production of goods and services in Lexus in a new way, which leads to a change in the way specific products are offered. Digitalization changes the way we communicate and advertise, because of which information reaches the customer quickly. Lexus company can easily provide their customers with new updates.
4.5. Environmental Factors
These factors can be classified as both political and environmental. Lexus ’strives for growing its industry in a clean and ethical environment, which helps them be a sustainable company. More and more consumers demand the products they buy to be delivered in a moral manner.
4.6. Legal Factors
An organization like Lexus that trades worldwide needs to know what is legal and what is not in order to be effective. This is exactly what these legal factors, which include consumer safety rights and laws, help. To be successful, Lexus must comply with the requirements of each country. For example, in some countries the steering wheel is on the right, in others on the left side, depending on the legal obligations of drivers and riders.
      

5. SWOT Analysis
According by Leigh (2009, p.1089) SWOT analysis is the correct assessment of the strengths and weaknesses of a brand and the ability to use them to your advantage. Strengths are the things that the organization does well and sets it apart from competition. Weaknesses is the useful information for building a brand. We need to look for factors that we can avoid. Opportunities are all open paths that will lead the brand to something positive. These are external circumstances that do not depend on the internal organization. Threats are also external circumstances that can be harmful. It is important to anticipate these threats.
	STRENGTHS
· Innovation to achieve maximum power from minimum fuel consumption.
· Design, luxury style, swift drive. 
· Good customers connect
	WEAKNESSES
· Limited market share
· Limited distribution


	OPPORTUNITIES
· New market
· Demographic and social change
· International growth
	THREATS
· Technological threat
· Increased competition
· International barriers





6. Conclusion

This report analyses the Lexus brand with help of Porter’s five forces, PESTEL and SWOT analyses. Each development contributes to the good organization and growth of the company. Over the years, Lexus has proven to be a stable brand in the market, thanks to its long-term strategy and constant upgrading and use of new technologies, looking for customers convenience. The analysis of the five forces helps organizations understand the factors influencing profitability in a particular industry. The PESTEL study determines the extent to which environmental macro-environments are suitable for the company’s purposes. SWOT research helps the company to orientate its strengths and weaknesses, therefore the success of business strategy is guaranteed, as well successful growth.
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