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Introduction
Every business industry has its own set of rules and regulations. This aspect of each industry shapes the overall structure of it. More diverse the industry more complications may arise in the business. Even though businesses try to protect themselves against odds the industry might not always be helpful. The automobile industry is one of the most diverse and competitive industry both in the UK and around the globe (Lawrance, 2016). Volvo is one of the most reputed automobile industries, is faces various factors that affect overall operations. As it has declared possibilities of launching electric engineered cars it might face various obstacles. This essay focuses on the environmental analysis for the automobile industry. The competitive position, obstacles, benefits and opportunities for Volvo new car range is also discussed through PESTLE analysis. New entrance opportunity in the global and local automobile industry will also be discussed in the report based on Porters Five forces analysis. 

PESTLE Analysis of Volvo 
[bookmark: _Hlk17312253]Theoretical description of PESTLE Analysis
Environmental Analysis is concerned about the factors that might affect the operation, production and profitability of any organisation. As the environmental analysis is both internal and external, so are the models used for the analysis (Nandonde, 2019). PESTLE analysis is a framework of analysis that is concerned about the macro-environmental factors where an organisation operates in. The PESTLE analysis is widely used for global markets by the entrepreneurs or succeeding business. PESTLE is an acronym that indicates six important factors that might impact business in the new environment. Each of these factors shows the sides that may provide a competitive advantage or lose it.
[bookmark: _Hlk17312211]Implication of PESTLE analysis for Volvo Car 
Major factors that shape the automobile industry in Europe is Politics, Environment, Society, Technology, Legal aspects and Economy. Volvo cars have evolved around these factors to gain a competitive position among other carmakers (Evans, 2015). The evolution around these factors and the opportunities for Volvo is described below.
[image: Image result for PESTLE analysis]
Figure 1: PESTLE Analysis of Volvo
Source: (Stan, 2013)
Political Factors: Automobile industry had fewer trade barriers a few decades ago. The regulations were flexible. Treaties and trade barriers were also flexible. Volvo had a competitive advantage both in the national and global market. Being a market leader, political support was always by the organisation's side. However, recent instability in politics has hampered the production and profitability of Volvo Cars. Political instability and various trade wars have reduced the overall productivity of Volvo by 15%. European Car regulations on big cars have also hampered the overall business of Volvo. Political events such as BREXIT, USA- China trade war have created a negative surge in the support system of Volvo (Sako, Lamming and Helper, 2017). Given these situation attentions, a new strategy of Volvo Cars is essential. Replacement of Internal Combustion engine might bring new opportunity for Volvo cars.
Environmental Factors: Key environmental factors in the global issue are global warming and the alarming level of carbon dioxide in the ozone atmosphere. The situation was less severe previously (Semlitsch and Mihăescu, 2016). Volvo Cars are known for their large size and functionality. Die to a large amount of carbon dioxide emission the car lost ita acceptance in many regions of Europe. Besides this, the leading car maker also faced various protests and banns for their high functionality cars. At the very beginning, Volvo cars used petrol after that the gas combustion engines took place. However, as the environmental activists are aware more than ever it has become harder to carry out with previous cars. Therefore, switching to electric engineered cars is a better option given environmental circumstances.
Social Factors: Around the '80s and 90's large engine luxury cars were preferable to most of Europe customers. However, due to various environmental factors, the overall choice of the consumer has changed to a massive extent. The demand for affordable, small and automated cars has increased. In the global market Toyota, Prado car companies are gaining advantages by offering affordable and low energy emitting cars (DONG, 2017). In the national and global market, Volvo cars were losing the majority of Market shares and sales opportunities due to these large engineered cars. Therefore, offering electric cars at a regular rate might attract customers and revenue for Volvo cars. Along with these, Volvo can gain an advantage by becoming the fast mover in the electric automobile industry.
Technological Factors: updated technology is one of the main attractions to the consumers of Volvo cars. Previously Volvo held the majority of market share due to their upgraded features and Internal Combustion Engineer (ICE) technology. But as Toyota entered the market and offered environment-friendly, low carbon emitting engines Volvo Cara started to lose its reputation (Joshi and Dixit, 2011). The incorporation of the latest technology within affordable cost made other competitors shift their business. Besides this, environment-friendly technology has also gathered customer acceptance and government support in both host and home country of carmakers. Therefore, an adaptation of the new range electronic engineer can improve both a loyal customer and employee base of Volvo Cars. Besides these, it will also generate the reliability of customers in third world countries.
Legal Factors: Given the amount of pollution the car industry makes every year the government has come up with various laws and regulation of car in every country. The Environment Safety Act, Clean air act was passed to reduce the amount of emission only car companies make (Musgrove, 2015). This has changed the overall preference of car among both consumer and luxurious car dealers. Besides this various subsidy and taxation is also imposed based on the quota of emission. Volvo is one of the heavy carbon-emitting car makers faced downfall in the business due to this act and heavy tax burden. In the countries with the risk of global warming, the warning has been imposed upon Volvo so that they reduce their car selling there. The acts, tax and legal lawsuit from economic activists made Volvo Cars improve their strategy. Electric core engine might bring Volvo cars subsidy and tax-saving opportunity which ultimately will improve both profitability and goodwill of Volvo car.
Economic Factors: In the past few decades there has been various fluctuation in the oil price. As the majority of Volvo Car requires fuel to operate the rise in oil price hit the overall business of Volvo Cars. In the production side, it increased the operational cost of Volvo (Volvo.com, 2019). On the other hand, customers began to look for fuel-efficient and energy saver cars that might reduce their overall cost. In one hand Volvo Car had cars with high fuel requirements, besides the price of Volvo cars had to be increased to meet up the production cost. As a result, the existing ICE Volvo cars began to lose market share and popularity. Given the current economic condition of energy and environment saving bringing electric core, the sea is a necessary step to be taken.
	Factors
	Issues

	Political Factors
	Political instability, Trade war, Trade barriers

	Environmental Factors
	Carbon Emission, Eco-friendly movement

	Social Factors
	Preference shift, Low purchasing power

	Technological Factors
	Energy saving Technology, Eco-friendly engine

	Economic Factors
	Low purchasing Power, Oil price, Global financial crisis

	Legal Factors
	The Environment Safety Act, Clean air act, Subsidy 


[bookmark: _Hlk17313438]Porters Five Forces Framework of Volvo
Theoretical description of Porters Model
Competition in the industry keeps every business up to date and upgraded. The majority f business in Europe faces a healthy level of competition. Michael E Porter provided a strategic management tool back in 1979 to measure the competitiveness of an industry. From then it has been known as the "Porters Five Forces" model (Nandonde, 2019). 
[image: Image result for porter's five forces analysis]
Figure 2: Porters Five Forces Model
Source: (Reeve, 2016)
The model measures the competitiveness of a particular industry based on five factors. These factors can judge whether a business can grow or demolish in a particular industry.
The automobile industry has an age-old history that started back in the last century. With the revolution of engine, power and electricity the automobile industry has evolved rapidly. With the change in customers preference, the automobile industry is bringing a new and upgraded model of existing cars every year. Over Europe, the automobile industry is famous for the sports cars of Austen Marten, Bentley etc. However, a large amount of market share of Toyota, Volvo, Ford is grabbed by regular use customers (DONG, 2017). The decline in the native car industry of the UK has brought opportunity for foreign car companies such as Volkswagen, BMW, Ford etc. As the Volvo Cars are considering market penetration in Europe the environment-friendly and up to dated technology of electric core engine might also provide opportunities for Volvo Cars in the sports-oriented car industry of Europe. 
Implication of Porters Five Forces Model of Automobile Industry for new Entrants 
The forces in Porters Model determine the opportunity of Profitability within the industry. For Volvo Cars the European market might be profitable if the forces are weak. A stronger force might indicate higher risk and lower profitability for Volvo Cars. 
[image: Image result for porter's five forces analysis volvo]
Figure 3: Porters Five Forces for Automobile Industry
Source: (Pearson and Rose, 2017)
The threat of New Entrants: Low- Given the consideration, if high inventory and large asset base it is quite impossible to enter the automobile market of Europe. Besides this majority of carmakers are sportscar oriented? Therefore, the competition is already quite high. Economies of scale and product distribution channel are other concerning factors for those willing to enter the market. Volvo Cars can use the opportunity by gaining economies of scale by producing a mass number of cars (Joshi and Dixit, 2011). Along with that product variation and differentiated electronic cars can also provide an advantage for the leading carmakers.
The threat of Substitute:  Medium- The substitutes available in the European market are very few. Carmakers such as Astern Martin, Bentley, BMW provides high end customized car. Compared to that there are very few carmakers that provide cars within the price range of the public. As a foreign car company Volvo car can offer a high-quality differentiated product as their promotional offers. However, this can also provide an advantage for Volvo Cars. As an entry-level organization, the car company provide a range of differentiated cars based on the target market and opportunities. 
Bargaining Power of Buyers: Low- The industry where Volvo might operate has fewer carmaker in the industry. The mediocre range of car has little to no differentiation, therefore the customers have no option but to choose to from these organizations. Along with that, the organizations do not provide offer; cab not reduce the price either. The steady income range does not provide the customer to switch in a higher position (Semlitsch and Mihăescu, 2016). Therefore, the bargaining power is low. Given the opportunity, the Volvo car can grab market share with quality-based and differentiated cars for middle-class families. Large customer base and economies of scale can also help Volvo establish in the European market. 
Bargaining Power of Supplier: Low to Moderate- As the number of automobile parts supplier is quite high compared to the number of car producer, an organization can choose from a wide range of suppliers. Provided raw materials are standardized and the price is also steady. Therefore, the suppliers do not provide much threat. Volvo cars can use this opportunity to build a reliable base of suppliers (Musgrove, 2015). These can result in economies of scale and cost-efficiency. However, along with these large-scale productions can make Volvo Car a loyal customer and build reputation and reliability among customers. 
Competitive Rivalry: Low- The few companies are large in size and grab the majority of the market share. The organizations mostly provide high end and customized car as a luxury product. The fixed cost is within the range of Volvo. (Sako, Lamming and Helper, 2017) The exit barrier is high. Along with most of the firms follow a growth-oriented strategy. Volvo can use this opportunity to grab a loyal base of customer and supplier. Also, as there is no ceiling in the price or production. They need to focus on market segmentation and differentiation strategy to establish a presence in Europe.
Limitations of the Porters Model
Like every theory, the Porters Five forces Model has some limitations also. Even though the model identifies and analyses the factors that might influence the market entrance of Volvo, it does not provide a strategy or opportunity about how to overcome the barriers. Another blind spot is the model doesn’t show any difference in domestic and global resources. Given the same resources, there might be different trends in these markets. For this reason, while creating a market strategy this might hamper the overall strategy of Volvo Cars. Another challenge of the five forces model is it cannot identify the actual industry (Lawrance, 2016). The same organization can be indulged in multiple industries. Considering this fact, it becomes unnecessary and illogical to consider the strength and weakness of an organization that might be in multiple industries for the analysis. Thus, might create uneven and baseless results for a newly entering organization. 


Conclusion
Volvo is one of the prominent names around the world has a reputation to uphold. A century after the automobile revolution Volvo is taking a strategy that might change the course of the automobile history. However, this radical change might be easier declared then done (Nandonde, 2019). Therefore, the managers and research analysts need to be careful about the strategies and goals of Volvo. Besides local areas, Volvo is reputed and a competitive organisation around the globe too. They face various barriers such as tax barrier, treaties and bank. Threats are more severe in those areas. Therefore, Volvo needs to keep improving their strategies and products to grab the overseas market. This will improve the image of Volvo in the outside world. Besides this Volvo can use the same strategy for entering Asian and African markets with a mediocre range of products. Based on the analysis, it is safe to say energy efficiency and environment-friendly automobile range might bring Volvo competitive advantage in both the global and local market.
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