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[bookmark: _Toc38971573]Introduction 
The purpose of this paper is to explain major forces that shape the environment of the automotive industry and to analyse this industry changes in the last few years all over the world. In accordance with the European Report, the automotive industry is developing day by day in the European market. The Volvo company has high rivalry in the European market with 40 distinct manufacturers that provide automotive products globally (Economic report., 2018). In the given setting, the PESTLE and Porter's five forces analyses of Volvo company will emphasise on the nation's condition, financial condition, cultural forces, competitive condition and test of innovation. These analyses will be useful in distinguishing the future difficulties for Volvo company.
[bookmark: _Toc38806143][bookmark: _Toc38971574]PESTLE Analysis of Volvo Car Manufacturing Industry
PESTLE analysis is considered an important assumption for the Volvo company in the context of UK environment. Because depending on this analysis, decision-makers and planners can analyse the future success of the company as well as respond appropriately with the challenges of the UK environment (Perera, 2017). Hence, the below sections have been discussed regarding the factors of the PESTLE analysis in the context of the electronic Volvo car in UK. 
[bookmark: _Toc38806144][bookmark: _Toc38971575]Political Factors
The unique political system is maintained in the UK so that stability, regulations and protection from threats can be established. Although the political system dynamic and frequently changing, the UK is considered a safe country because the laws are comprehensive and mostly implemented. The Volvo company maintains highly imposed laws and regulations of the automotive industry. Increasing concerns are growing for the automotive industry because of the huge taxation rate in UK. New insurance prices and safety regulations have been implemented in the context of electronic Volvo cars in Europe. The principle political factors are figure out below:




Figure 1: Political Factors of Automotive Industry
Source: Ariffin and Sahid (2017)
[bookmark: _Toc38806145][bookmark: _Toc38971576]Economic Factors 
The automotive industry is greatly affected by the Economic forces because this sector hit negatively or positively based on the economic condition of a nation. If the economic condition is good, the sales and production rate of electronic vehicles become high in developed countries rather than developing and under-developed countries. On the other side, if the nation faces a poor economic situation or economic crisis, the sales of electronic vehicles fall. Hence, the customers’ demand for these luxury electronic Volvo cars is poorly affected. Consequently, it can be said that the revenue of the Volvo company depends on the size of nation’s economy or global economic condition. The main economic forces are shown in figure 2.





Figure 2: Economic Factors of Automotive Industry
Source: Jasinski, Meredith, and Kirwan (2016)
[bookmark: _Toc38806146][bookmark: _Toc38971577]Social Factors 
Because of the changing social and cultural trends and people’s preferences, Volvo company is significantly affected in the case of its operations including production and sales in Europe. Electronic Volvo vehicle manufacturers must adopt these trends and preferences. However, new models and specific styles of vehicles are released adopting the certain culture and preferences of the target customers. Although the Volvo company is facing difficulties in changing clients’ preferences and demands for luxury cars, customers want nowadays eco-friendly electronic cars. For this reason, it is recently noticed that Government of UK is providing subsidies and incentives for those customers who are purchasing such types of electronic cars. 
[bookmark: _Toc38971578]Technological Factors
The automotive industry including the Volvo company is affected by technological factors including the technology diffusion, innovation, and replacement of technology. Especially, UK Government motivates automotive industry to promote technological innovation in case of producing and selling more electronic cars (Jasinski, Meredith and Kirwan, 2016). Although Volvo company could not adapt to technologically advanced features whereas the main competitor, Toyota gained success adapting technological innovation.
[bookmark: _Toc38971579]Legal Factors
Law is another significant factor that gets the chance to influence the productivity and profitability of the automotive industry including Volvo company. Vehicles selling in the global market are dependent upon laws identified with vehicles’ quality and security (Tan et al., 2016). Next are the laws identified with vehicle security that importantly affect the deals of the Volvo company. As of late, Toyota needed to review its vehicles due to its flawed airbags. There have been comparable cases in the past putting traveller security under inquiry. Because of such mishaps, governments have made laws identified with traveller wellbeing stricter. Aside from it, there are environmental laws, tax laws, and a few different laws that the Volvo organization must make arrangement with while working in the global market.
[bookmark: _Toc38971580]Environmental Factors 
Electric vehicles are always engaging in the nowadays world where diminishing carbon outflows and contamination is a developing worry for some individuals. Research has demonstrated that electric vehicles are better for the earth or ecology (Tambovceva, 2016). They produce fewer greenhouse gases and air pollutants than petroleum or diesel vehicle.
[bookmark: _Toc38971581]The Scenario of Automotive Industry (2010-2030)
The present section has been figured out the electronic vehicle production according to the major vehicle producing country. It has been tracked that two million electronic vehicles will be produced by the end of 2020. It has been found that UK vehicle production is export focused. Thus, it was seen that 78% of electronic vehicles were exported from UK. But during 2018, it was noticed decline in production due to the growing production in China and emerging other markets. In 2010, Europe produced 18.23 million electronic vehicles whereas other emerging countries including China, Japan, India, Brazil, Korea and rest of the world produced sequentially 16.75, 9.25, 3.24, 3.16, 4.21, 7.49. It is expected that Europe will produce 22.60 million electronic vehicles in 2020 whereas Japan, China, Brazil, India, Korea and Rest of the world will produce 8.57, 32.64, 3.13, 6.7, 4.34 and 11.10. In addition, it is expected in the upcoming future till 2030 that Europe will produce 23.95 million electronic vehicles whereas Japan, China, Brazil, India, Korea and Rest of the world will produce 19.60, 8.10, 36.42, 4.7, 14.4, 4.5 and 15.33. Therefore, across the US and Mexico have built several new factories for producing premium electronic vehicles. However, the below figure is crucial to understand the changing production trend in the automotive industry in the last few years and few upcoming years as well. The below bar chart has been drawn by author based on the recent report of Douglas and Stewart (2019). 



Figure 3: An analysis of the Electronic Car Manufacturing Industry
Source: Douglas and Stewart (2019)
[bookmark: _Toc38971582]Critical Assessment of the Organizational and Other Changes
Several authors recommended external and internal forces which are accountable for the vehicle organizational and other changes including new government enactment, technological diffusion, economic, social and cultural value changes, changes of customer tastes and preferences, new ideas and innovation, social status and world politics (Chou and Liu, 2018). As a Japan-based vehicle organization, Toyota emerged as the main competitor of the Volvo company. So, the GM of Volvo faces big challenges for sustaining in the recent competitive market. This is called external forces for changes. In addition, the wage cost is getting higher and for this reason, organizational capacity and profitability are also changing day by day. The Volvo company brought changes in the application of electronic cars because it introduced automatic driving applications in the 21st century which is distinct and more comfortable and eco-friendlier than the traditional car. The Volvo company always focuses on safety. Consequently, it introduced ADAS systems (advanced driver assistant system) from 2006. Then, from 2017, Autoliv has been introduced as a joint venture. At the end of 2018, fully automatic driving technology has been brought in the Volvo company. It is expected that autonomous driving SUV will be launched emphasizing on the driving and car safety.
[bookmark: _Toc38971583]Discussion on Gaining Competitive Advantage of Manufacturing Electronic Cars 
Porter’s five forces are discussed in this section for the explanation of achieving competitive advantage because of Volvo’s production of electronic cars. Through these discussions, strategic planners and top management employees understand the implication of Porter’s five forces theory in case of gaining competitive advantage for the manufacturing the electronic vehicles.
[bookmark: _Toc37966876][bookmark: _Toc38971584]The threat of New Entrants
The Volvo company faces negative effects of the threat of new entrants because the costs of setting up and maintaining its businesses and operations including higher capital cost, operational cost, and brand development cost are higher (Roberto, Guo, and Jiang, 2017). Hence, the threat of new entrants for Volvo electronic car manufacturing can be a weak force.
[bookmark: _Toc37966877][bookmark: _Toc38971585]Bargaining Power of Suppliers
Suppliers have moderate power in case of supplying raw materials to the Volvo company because it has a lot of suppliers who may supply raw materials at a lower price (Hertz, Johansson and Jager, 2019). Therefore, the switching cost for the company is not much more. For this reason, the bargaining power of suppliers is considered a moderate force for the company and additionally, it is considered a competitive advantage for the company.
[bookmark: _Toc37966878][bookmark: _Toc38971586]Bargaining Power of Buyers
As there is a renowned competitor in the recent automotive market including Japan-based company, Toyota, the bargaining power of the purchasers is considered as the weak force (Tan et al., 2016). Although the Volvo company emphasizes producing innovation, automatic, safe, and eco-friendly cars whereas other brands focus on safety minimally. Therefore, to attract customers, it focuses on differentiation and positioning in the market. Thus, bargaining power of purchasers is considered a competitive advantage for the company.   
[bookmark: _Toc37966879][bookmark: _Toc38971587]The Threat of Substitute Products or Services
Some external factors are considered as the moderate threat of alternative automotive items which include moderate availability of alternative products consisting of other public transports and bicycle; moderate switching cost as well as the lower alternative products’ performance level (Chen, Wang and Young, 2015). As Volvo has many alternative modes of transportation, the threat of alternative is considered a moderate force.
[bookmark: _Toc37966880][bookmark: _Toc38971588]Rivalry Among Existing Firms
Numerous competitors of the automotive industry are not found in the recent market. In addition, the Volvo company focuses on differentiation by innovating as well as safety issues. Furthermore, entering the market as a competitor in the automotive industry is costly. For this reason, rivalry effects on Volvo company are not significant and thus, it is a strong force and considered a competitive advantage. Conversely, the company focuses on manufacturing eco-friendly automatic and innovative electronic cars to attract the existing as well as potential customers and to gain customer satisfaction and loyalty (Tan and Nasurdin, 2018).
[bookmark: _Toc37966881][bookmark: _Toc38971589]Conclusions
In the European market, the Volvo company faces intense competition with 40 different automotive companies. Hence, the current paper is crucial so that strategic planners and top management employees may understand the future challenges, threats, and competitive advantages of producing electronic cars in the Volvo company. PESTLE analysis can indicate the future challenges and scopes of the automotive industry in case of political, economic, social, technological, legal and environmental forces (Sammut-Bonnici and Galea, 2015). Conversely, Porter’s five forces have been discussed in the last section of this present paper to understand the competitive advantages of the manufacturing of the Volvo electronic cars. It is expected that Volvo company can gain competitive advantages and positioning in the European automotive market by manufacturing electronic cars in case of emphasising some factors including innovation, safety and differentiation. 
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Electronic Vehicle Production by Major Vehicle Producing Region/Country, 2010-2030 (m) 

2010	Europe	NAFTA	Japan 	China	Brazil	India 	Korea	Rest of the world	18.23	11.85	9.25	16.75	3.16	3.24	4.21	7.49	2015	Europe	NAFTA	Japan 	China	Brazil	India 	Korea	Rest of the world	20.3	17.5	9.14	23.83	2.5299999999999998	3.75	4.49	7.7	2020	Europe	NAFTA	Japan 	China	Brazil	India 	Korea	Rest of the world	22.6	19.3	8.75	32.64	3.13	6.7	4.34	11.1	2025	Europe	NAFTA	Japan 	China	Brazil	India 	Korea	Rest of the world	23.5	19.5	8.3000000000000007	35.35	4.4000000000000004	10.3	4.4000000000000004	13.25	2030	Europe	NAFTA	Japan 	China	Brazil	India 	Korea	Rest of the world	23.95	19.600000000000001	8.1	36.42	4.7	14.4	4.5	15.33	
Vehicle production (m)




10

image1.png
Prifysgol Cymru
£ Y Drindod Dewi Sant

S University of Wales
Trinity Saint David




