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1. [bookmark: _Toc90476539]Introduction
1.1 [bookmark: _Toc90476540]Automobile Industry – Overview
The automobile industry has its roots back in 1900 when Henry Ford laid the foundations of modern-day mass productions technologies (Holweg, 2008). Globally, the automobile industry affects every human in some way and contributes both positively and negatively to the planet. In a world market that overgrows, the automobile industry positively impacts human welfare and economic development. However, at the same time, it faces environmental and societal challenges and more uncertainties and risks (Maxton et al., 2004). Even though the industry's size is enormous, in reality, the car making business is insecure as it lacks resilience and is not sustainable. Nevertheless, it is crucially essential for the industrialised countries and the economy (Nieuwenhuis and Wells, 2015).
This report represents an environmental analysis of the internal and external challenges the automobile industry faces nowadays, and it is mainly focused on the Toyota car manufacturing brand. In order to analyse the challenges Toyota faces in international trading, the following paragraphs reflect a critical SWOT and Pestle analysis of the business. 
1.2 [bookmark: _Toc90476541]Toyota Corporation – Overview
           Toyota is an automobile industry founded 75 years ago in Japan by Sakichi Toyoda, and its operation is focused on design, manufacture, assembly and sales of automobiles. During the years, the company grew to become an international competitor in the industry, operating in Japan, North America, Europe and Asia. Their Net Sales for the year 2021 scored nearly 2.12 billion yen, and at the moment, it has approximately 366,200 employees. (Toyota, 2021).
The company aim is to attract its customers by producing high-quality cars while contributing to making the planet a better place to live and to encourage an enriched lifestyle while facing new challenges and engaging in value creation (Toyota, 2021).
2. [bookmark: _Toc90476542]Toyota's internal environment analysis - SWOT Analysis
           SWOT analysis represents a technique used by all organisations to develop strategic plans and identify the company's competitive position (Morrison, 2017). This framework assesses the internal and external factors of the business and determines the strengths, weaknesses, opportunities and threats that the company faces along with its operation (Kenton, 2021). 
The reasons behind conducting a SWOT analysis by the companies are that they will become more successful, have a better performance, increase their competitiveness, and decrease the potential risks they could encounter in their operation (Morrison, 2017).
According to the Toyota Industries Report (2021) and Nkomo (2019), the SWOT analysis on the company identified the following characteristics:
2.1 [bookmark: _Toc90476543]Strengths: 
· At the global level, Toyota has a strong market position and is a reputable brand.  The company has registered a market share of 8.5% in 2020, being the leader in the automobile industry (Statista, 2021). In addition, the company has a solid portfolio of brands which makes Toyota a strong competitor, and it gives a significant advantage in registering a higher sales growth across the globe (Nkomo, 2019). 
· The company owns a large production and distribution network. According to Toyota Industries Report (2021), the company produces automobiles and related parts and components using over 50 manufacturing companies in 27 countries across the globe and owns a vast distribution network, leading to increases in revenues and a well-spread production base (Nkomo, 2019). Until June 2021, the company declared that it had produced 4.517 million units and scored an increase of 36.3% compared with 2020 (Toyota, 2021). 
2.2 [bookmark: _Toc90476544]Weaknesses:
· Low allocation of resources, compared with other brands: Compared with other brands, in 2021, Toyota has a low Return on Equity – 4.8% and Return on Assets – 2.3%, meaning that the organisation does not efficiently use the shareholders money. Also, a poor allocation of resources could affect the confidence and the shareholder's value in the long term (Toyota, 2021).
· The brand image could be affected by product recalls: In recent past years, Toyota recalled a number of products that could affect the sales and the brand image (Nkomo, 2021). For instance, in 2020, the company recalled over 44,000 cars because of overheating reasons, and in 2021 they have recalled over 8,400 vehicles for safety reasons (Toyota, 2021).
2.3 [bookmark: _Toc90476545]Opportunities:
·  Growing global automotive industry: According to Winton (2021), the global sales of cars in 2020 has decreased by 1.1% because of the pandemic situation. However, considering the demand for urbanisation, it is predicted that the global automobile industry will increase each year worldwide. Following this, Toyota could use this opportunity to increase its revenues and customers. 
2.4 [bookmark: _Toc90476546]Threats: 
· Intense competition: At a global scale, the automobile industry represents a highly competitive market, and Toyota is subject to intense competition from automobile manufacturers. The increased competition could lead to fewer vehicle unit sales and considerable inventories, and it could impact the organisation's financial position (Nkomo, 2021).
3. [bookmark: _Toc90476547]The external environment analysis - PESTLE Analysis 
 Pestle Analysis represents an analytical procedure used by all the organisations to assess their macro–environment of the business and help them make strategic decisions to increase their performances (Morrison, 2017). When the PESTLE analysis is conducted, the business needs to adapt the analysis to its own conditions. As seen in Figure 1, it has to consider the political, economic, social, technological, legal and environmental factors (Paurova, 2021).
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Figure 1. PESTLE Analysis
In the next paragraphs, the discussion will focus on analysing these external factors for Toyota. 
3.1 [bookmark: _Toc90476548]Political factors
The political factors refer to the regulations implemented by the government that can affect the organisation's operations and activities. For example, being a global company, Toyota needs to analyse the international policies, import and export regulations and government stability (Nkomo, 2020). For example, in Europe, Toyota has to follow the greenhouses gas emissions, the fuel economy and the safety requirements implemented by the European government. Also, in the US, the company has to produce its cars while following the Environmental Protection Agency standards, which requires a low emission level of new automobiles (Oussama, 2021). The political factors are considered to be an opportunity for Toyota, as the most important markets are politically stable, the company operates under free trade market agreements, and all the governments are supporting eco-friendly cars, which means that Toyota has an opportunity to produce automobiles which exceed the environmental standards (Ferguson, 2017).  
3.2 [bookmark: _Toc90476549]Economic factors
The economic factors refer to the elements that can affect the purchasing power of the buyers, like the interest and inflation rates and economic growth (Oussama, 2021). According to Valaskova et al. (2019), the market subjects demand greater profits for risky investments. Therefore, the organisation's management must analyse the economic factors that can affect the company both positively and negatively. For example, Toyota faces challenges in the production of electric vehicles because of the raw material prices, which affects the production and maintenance costs, and also affects the customer's finances (Oussama, 2021). On the opposite, the rapid growth of the developing economies represents an opportunity for Toyota, as it can improve its revenues based on this (Ferguson, 2017).


3.3 [bookmark: _Toc90476550]Social factors 
           The social factors refer to the cultural and demographic aspects that can influence the customer's needs. Among the social factors that can be enumerated: the structure and the size of the business, brand and price awareness, the level of purchase and income behaviour of customers (Paurova et al., 2019). Nowadays, the customers are orientated in purchasing electric and hybrid vehicles, and this is favourable news for Toyota, as the company has the opportunity to produce upon customer’s needs (Toyota, 2021).
3.4 [bookmark: _Toc90476551]Technological factors 
The technological factors are an essential element for the automobile industry, as they are constantly changing due to innovation and developments in technology and have a significant impact on the company's activities. For example, Toyota is a car manufacturer that embraces technology, and this is an opportunity because it increases its market position and competitive advantage (Paurova et al., 2019). In the context of pandemics and a continuously evolving world, Toyota increased its e-commerce services and enhanced its mobile apps. This aspect represents an opportunity for the company in order to increase its customer's loyalty and to generate more sales (Toyota, 2021).
3.5 [bookmark: _Toc90476552]Legal factors 
Same as the other factors, the legal ones are also important. Organisations need to analyse how their business is affected by legal issues. Each organisation need to comply with regulations, such as customer protection and business laws, the safety and health act, local, national and global legislations (Paurova et al., 2019). In order to meet all the legal factors, Toyota works hard to provide higher quality products and tries to exceed the environmental laws requirements. Also, the company puts considerable effort into offering better and safer products and meeting consumer laws (Ferguson, 2021).
3.6 [bookmark: _Toc90476553]Environmental factors
At the moment, environmental welfare has become a priority worldwide. The most critical factors Toyota needs to consider when conducting its activity are the lack of natural resources used by the company as inputs, the increased energy costs, the increase in the pollution level and the climate change (Paurova et al., 2019). According to Toyota (2021), the company is focused on producing more hybrid and electric vehicles and increasing its sustainability performance.  
For this, the company established the Global Environmental Commitment in 2011, and this guideline has been implemented within the industry since then. The company stated that they had established four main action areas: a carbon-neutral society, a recycling-based society that lives in harmony with nature, and to reduce environmental risk and promotes environmental management. Toyota aims to achieve this environmental plan by 2050 and is currently becoming an eco-conscious brand. It is evident that the company's environmental commitment is accurate because it is on the A list of the highest-rated companies (Toyota, 2021). 
The company consider the environmental challenges as opportunities to differentiate from the competition by supporting their technology-based products appeal and conducting eco-conscious production activities (Toyota, 2021).
4. [bookmark: _Toc90476554]Porter's Five Forces analysis 
Porter's Five Forces represents a business model implemented by Michael Porter used to analyse and understand the industry structure of a company together with the corporate governance. The five forces that form Porter's framework are the competition in the industry, the potential of new market entrants, the power of suppliers, the power of customers and the threat of substitute products (Investopedia, 2020). 
In the following paragraphs, Porter's methodology is applied to Toyota Industry, and the results are as follows: 
a) In terms of competition, Toyota is a solid competitor, as the company is among the leading companies in the market. Worldwide, the number of competitors is moderate, and although the industry is vast, it is well matured and has loyal customers (Nkomo, 2019).
b) The threat of new entrants on the market is feeble because it requires massive capital. During the years, Toyota has already built a big brand and reputation and owns products that are differentiated by engineering quality and design (Nkomo, 2019).
c) The power of suppliers does not represent a thread for Toyota, as we live in an era where most materials are accessible, and the number of suppliers is large (Toyota, 2021).
d) The number of car buyers is enormous and continues to grow, and it means that they have a strong power over Toyota's performances. The customers are price-sensitive, and they can easily choose a cheaper brand, meaning that Toyota has to manufacture products that meet the buyer's demand (Nkomo, 2019).
e) The threat of substitutes is weak, and even there are many travel alternatives, they do not offer the same convenience as an automobile. This means that the users will prefer to own a vehicle and travel quicker (Nkomo, 2019).
5. [bookmark: _Toc90476555]Conclusions 
  	Toyota is an organisation that grew over the years and became amongst the leading brands in the automobile industry. The PESTLE analysis showed that the company is operating sustainably and is actively involved in manufacturing eco-friendly products that meet their customer's demands. Also, the company takes good managerial decisions and maintain its brand image and reputation high. The SWOT analysis has shown that every challenge the company encounters can be turned into an opportunity to become better. The only threat they have is themselves and how they make their decisions. 
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