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[bookmark: _Toc64507985]Introduction
Automobile industry is one of the important industries in the world that has supported the global economy by generating considerate amount of revenues. In this industry millions of skilled and unskilled workers are involved, which indicates that this industry has the efficiency to generate employment across the globe. In this discussion the impact of the macro as well as the micro environment on the automobile industry has been highlighted. Toyota is one of the major automobile companies that have secured high percentage of share in the global market. As the company operates in the international market, thus it has to go through various external and internal factors. In this discussion, the impact of those factors has been identified. The efficiency of the lean management by Toyota has been analyzed in order to understand the loopholes of this management system. 
[bookmark: _Toc64507986]Analysis of macro environment 
[bookmark: _Toc64507987]Market size of Toyota 
Toyota is one of the valuable automotive brands across the globe, which secured the market value worth 29 billion USD in 2019 (Statista, 2021). On the other side the company has generated 29 trillion Japanese yen from the global operation in the fiscal year 2020. This considerable market share and revenue is generated from the market throughout the world. According to Potter and Wilhelm (2020), the company operates in the market of Japan, Asia-Pacific, Europe, Africa, North America and Latin America. As the international market is focused by the company, thus the verification of the outer environment is very much required to understand the nature of the different market place. PESTLE analysis is the best tool to unveil the macro environment of the countries it operates. 
[bookmark: _Toc64507988]PESTLE analysis 
This analysis undertakes the inspection of the political, economic, social, technological, legal and environmental parameters. 
	Elements of macro environment
	Impact on the business cycle of Toyota

	

Political
	Toyota has its manufacturing units in 28 countries and it delivers its vehicles to 170 nations. The company faced lots of challenges while operating in the international market in the past. Japan has disputed relationship with China. That’s why the negative view of China has impacted the business of Toyota in the Asian market (Paurova and Gregova, 2020). The company has also experienced great loss in the Indian market at the time of demonetization.  Toyota has generated high revenue from the US market in 2019, which was equivalent to 10 trillion Japanese yen. But the US president had asked Japan to revise its deal with the USA in order to protect the automobile industry of the USA. This had created threat to the company in the US market.      

	

       Economic
	The influence of economy is determined by the economic components such as GDP, employment rate, purchasing power, inflation etc. The downward GDP has also impacted the sale volume of the automobile industry. The base rate of the UK has been set at 0.1% in order to sustain the economy after the shock of global pandemic. Due to the outbreak of COVID-19 pandemic the manufacturing plants were collapsed for maintaining the protocols of lockdown. The US-China trade war also affected the business chain of Toyota. 

	



Social
	The social factors also impact the demand supply chain of Toyota. In the current century people are very concern to the environment and the demand of emission free vehicles is increasing day by day. As per Paurova and Gregova (2020), on the other side the rise in the price level of the fossil fuel results in the reduction in the sale volume of conventional vehicles. Toyota has also negative experience from the customer’s side as the company has provided faulty acceleration and pedals to the vehicles. Toyota Innova is very famous in the Indian market as it has the features that do match to the Indian condition within the affordable price range.         

	


Technological
	As the world is regulated by the technological applications thus the company has also improved its technology to meet the latest demands of the customer. As per Achinas et al. (2019), the company believes in the consistent improvement in its technology and it is the first automobile company to manufacture hydrogen cars. Toyota is also engaging its team of experts to invent the vehicles that run in alternative fuels.     

	
           Legal
	The complaints from the customers for delivering faulty acceleration had thrown legal challenge to the company and it had to pay 1.2 billion USD to pacify the dispute. In 2019, the company has lost the battle of trademark in the matter of its Prius tag. 

	Environmental
	The company has formulated challenge that is Toyota environmental challenge 2050 in order to protect the environment. This step of Toyota has reflected its positive impression in the mind of the customers. As per Soliman (2020), there were numerous challenges that were undertaken by the company and those were manufacturing of emission free vehicles, life cycle zero CO2 emission, plant zero CO2 emission, minimizing and reduction of waste with the focus of the water resource preservation, recycling and the harmony in the society.    


(Source: Learner)
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As the Japanese car manufacturers operate in the different continents that’s why the organization faces lots of challenges from the cultural dimension. To understand the impact of the cultural variation in the organization one of the best tools or the cultural web has been aligned to the company. According to Morris (2020), the cultural web is based on six different elements and those are stories; rituals and routines; symbols; organizational structure; control systems and power structure. Stories reflect the behavior of the people towards the organization and it implies the values and perspective of the company. From the past record of Toyota it has been observed people has very positive reviews on the company as it had undertaken many  strategic measures as it has been mentioned above for the protection of the environment (Ishida and Li, 2020). On the other side the technical faults in the vehicles has backlashed the automobile manufacturer. Ritual and routines of the cultural web reflect the acceptable behavior of people. Toyota has enacted corporate rule such as time of work, lists of corporate behaviors at the workplace in order to regulate the manners at office. 
Symbols are the third element of the cultural web, which is very strategically applied by Toyota to draw attention of people. The fourth element or the organizational structure reflects the distribution of power, official records etc. In Japan, the power distribution is very prominent while the workplaces of Toyota in the USA shows less power distance. The fifth element or the control systems highlight that how the tasks of organization are regulated and it includes financial system, quality control and reward system. The last element of the cultural web is power structure which is the most important elements because it also implies the distribution of responsibilities (Belair-Gagnon and Holton, 2019). Till 2013, Toyota was inclined to global hierarchy system but in the later period it loosens this system to make the decision making more flexible than it was before. Therefore, it can be said that the cultural web is very effective to screen out the actual culture in the workplace of Toyota. 
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Fig: Cultural web 
(Source: Li et al., 2017)
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Micro environment of a business organization plays important role in deciding the fate of the business in the global market. There are so many factors that affect the efficiency of the business. Porter’s forces can be applied to the company in order to verify the parameters that can influence the efficiency as well as the productivity of the automobile company. The five forces analysis of Toyota shows that competitive rivalry is very strong in the automobile industry. The main reason behind such competitive force is the aggressiveness and wide variety of vehicles by the firms (Bruijl , 2018). The constant effort of the firms to innovate their products has built the automobile industry more competitive. Bargaining power of the buyers has a direct impact on the revenue of the company. The main factors that influence the bargaining power of the buyers are high quality of information, low switching cost. The purchasing decision of the buyers is influenced because of the availability of accurate information by the company. As the product information is clearly available in the various media, thus the customers can select their option very well.
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Fig: Porter’s five forces 
(Source: Bruijl , 2018)
The bargaining power of the suppliers is impacted by the external factors such as number of suppliers, low integration in the distribution channels, and high supply of the raw materials. When the number off suppliers is low, then the bargaining power of them reduced. In case of Toyota the bargaining power of suppliers is not as high as the company extracts the materials throughout the world and the suppliers do not have the forward integrating power to supply the materials throughout the globe. As per Kharub and Sharma (2017), one of the important forces or the threat from the substitute reflects that how protected is the organization from the substitute brands.  The parameters that regulate threat from the substitute are the availability of the substitute brands, switching cost etc. Toyota operates in the automobile industry where the competition is quite high due to the infusion of innovation and latest technology in the vehicles. In many places people feel free to use public transport which is one of the best options for taking rides. These substitutes have created threat to the company. The fifth force or the threat of new entry is influenced by the factors such as capital cost, brand development cost and cost of supply chain. In the automobile industry the startups do not invest high amount at the initial stage because they face many risks and challenges to get absorbed in the market (Isabelle et al., 2020). As Toyota has a strong infrastructure and the capital flow is also very considerable that’s why the fifth force or the force of new entry is weak inn case of this automobile industry. Therefore the five forces analysis reflects that Toyota has experienced mixed force from the various dimension of the analysis. 
	Forces
	Strength

	Competitive rivalry 
	Strong 

	Bargaining power of the buyers 
	Strong 

	Bargaining power of the suppliers 
	Weak 

	Threat of the substitutes
	Moderate 

	Threat of new entry 
	Weak 


(Source: Learner)
The above analysis of five forces also has some drawbacks. The model does not focus on the common challenges by the firms of the same industry. For example, the organizations that deal in the same products may have some common challenges such as resource scarcity, lack of skilled labor, downfall of the economy, unstable political environment etc (Isabelle et al., 2020). Due to this reason the accuracy in the assessment of the forces is quite uncertain.  
[bookmark: _Toc64507991]Lean management by Toyota 
Toyota has adopted lean management process to regulate the internal factors as well as to amplify the productivity of the business. It is the way to enhance the efficiency of the company by eliminating the wastes from the channel of productivity. This style of management works on the principle of jidoka and just in time model. Jidoka refers to the spotting of the errors or the problems in the organizations. The key issues or problem in the organization may be highlighted in dynamic way. As per Moyano-Fuentes et al. (2020) , one of the common causes of problem in the automobile industry is the machinery fault or the inefficiency is assembling the parts of the vehicles. The faults in the machineries are automatically detected in order to reduce the time consumption. Jidoka also highlights the issues among the employees. This also hampers the productivity of the entire system. Low salary, lack of coordination, lack of proper knowledge and skill are the major causes for the disturbance in the human resources. 
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Fig: Just in time in Toyota production system
(Source: Dey et al., 2020)
Toyota has also involved JIT or just in time model to apply lean management program with more efficiency. This step refers to the assessment of the production inn each and every stage. This is adopted in order to eliminate the waste from the system. Waste can be traced in various forms such as time, cost, efficiency etc (Dey et al., 2020). By monitoring each and every step of JIT time consumption is reduced or it can be said that the time is saved from getting wasted. At various stages of production many unwanted or irrelevant costs are found which can be eliminated in order to ensure high productivity along with minimal waste. Efficiency of the employees is not always equal. Due to this reason the overall performance of the company is affected. JIT is the way to enhance the productivity of the company to ensure the high productivity for a strong supply chain. In spite of having so many positive aspects the lean management theory also have some drawbacks. One of the major drawbacks of this management is the lack of strategic focus (Potter, 2021). The management system does not involve strong IT system in it, which shows that it lacks in proper technology. There are so many factors that affect the efficiency of the management. One of those is the over dependency on the time factor. For an example, delivery of the products may delay for the traffic jam but this management style reflects over confidence in delivering the products or the completion of the demand supply chain. 
[bookmark: _Toc64507992]Conclusion 
From the above discussion it can be concluded that the automobile company is influenced by the external as well as the internal factors. The instability in the political system of various countries has challenged the company to sustain its business growth. The PESTLE analysis revealed that the company had to pay for the technical faults in its vehicles, which also impacted negatively in its reputation. The company has also put its effort to improve its productivity and efficiency by adopting lean management principle and by introducing the emission free hydrogen vehicle for the first time in the world. People have trust on this brand since many years. The disrupted economy in various nations resulting from the outbreak of the global pandemic has also threatened the value chain of the company. The application of Porter’s five forces has analyzed the strengths and the impacts of the forces on the business cycle of Toyota. Therefore, it can be said the company is efficient enough to face any challenge caused by the internal as well as the external factors. 
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