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[bookmark: _Toc39270465]Introduction
Technological advancements in the automobiles industry have made huge changes over the years. The demand for sustainability, innovations, integration of digital technologies and the advents of new technologies have been the driving forces of change in the automobiles sector lately. Tesla, General Motors, Volvo, Ford, BMW and many other large companies in this sector have been at the forefront of these changes and innovations (Davis, 2020). Last year, Volvo announced its plan of not making any more vehicles with an internal combustion engine (ICE) any more, and all its vehicles will run on electricity (Electric Car Initiative | Volvo Car USA, 2020). This major shift towards electrification reflects on the changes taking place in this sector. Discussions have been made in this report on the major forces that are shaping the business environment of the automotive industry, as well as a critical assessment of various changes that will take place in the upcoming future. 
[bookmark: _Toc39270466]External Forces
[bookmark: _Toc39270467]A: PESTLE analysis: Automotive sector in the EU and the UK
Political Factors: Reduced barriers to expansion, investments on infrastructural development, etc. are some of the many ways through which the governments in the UK and the EU create and maintain a business-friendly environment in this region (Ewing, 2020). Aside from that, the governments in Europe have also taken many initiatives over the years to reduce carbon emission and promote sustainability by promoting EV-enabling infrastructure, investing on mobility programs, and by offering subsidies and tax breaks (JATO, 2020). The initiatives towards building a sustainable economy have impacted the changes in the automotive sector in this region. 
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Ranking: Very positive (JATO, 2020)
Economic factors: The European economy is the largest economy in the world having a nominal GDP valued at £15.292 trillion (PwC, 2020). The growth of the economy has clearly promoted the growth of the automotive sector in this region. Moreover, the low inflation rate, higher purchasing power, improved living standards in general- these are some of the elements of the economy that have pushed the various changes in the automotive sector (JATO, 2020). However, the post Brexit Europe might increase the business costs of companies like Volvo since the UK is a major market for them (PwC, 2020). 
Ranking: Positive
Social factors: Perhaps the most significant changes in the automotive sector comes from the social factors in this region. As the report suggests the general tendencies towards reducing carbon footprints, expectations of driving and usage benefits, cost saving mentality and sustainability in purchasing and consumption behaviours have prompted the changes toward electrification and sustainability in the automotive sector (Kosak, 2020). 
Ranking: Positive
Technological factors: Investments on the research and development of sustainability enabling technologies and solutions by both the private sector and public sector organisations have facilitated and promoted the changes towards environmentally friendly and efficient vehicles. Due to both private and public sector incentives, investing on sustainable solutions in the automotive sector have become more efficient for the company (Jian and Chau, 2018).
[image: ]Figure: Different powertrain technologies
Ranking: Very positive.
Environmental factors: Most of the changes in the automotive sector comes from the demands for preserving the environment (Kosak, 2020). It has been proven that by shifting from ICE vehicles to electrical vehicles would greatly reduce the rate of carbon emission. 
Ranking: Positive
Legal factors: Various legislation and regulations have been put into place by the EU and the UK to tackle the carbon emission issues and to increase customer safety. Various other general legislation also pushes the changes towards ethical and standard business practices (PwC, 2020). 
Ranking: Moderate
[bookmark: _Toc39270468]B: Porter’s five forces
[image: ]Threat of market rivals: (Very Intense Competition): Volvo itself is a huge automotive company. Thus, its competition is with some of the largest automotive manufacturers in Europe and in the global scale. General Motors, Tesla, Volkswagen, Nissan, Ford- some of these large companies have already made groundbreaking developments in the electric car sector (PwC, 2020). The point of competition is no longer the use of efficient fuel but to develop cars with more innovative features, creative designs and other aspects. 
 
Figure: Market share of automobile brands in Europe (PwC, 2020)
As data published in 2019, Volvo has 6% market share in Europe. Thus, the intensity of competition from the existing market rivals is evident (PwC, 2020). 
Threat of market substitutes (Moderate): The substitute for the electric cars is the ICE cars in Europe. Despite the popularity of the electric cars, the ICE cars are still of great demand in the automotive industry (Wheeler and Hirsh, 2020). 
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As per data published in 2019, 91% of the cars sold in Europe were ICE cars. However, a positive news for EV car manufacturers is that the sales growth of ICE cars has reduced over the years, whereas, the sales of EV cars have increased by 63% on a year to year basis. Therefore, the intensity of of competition can be said to be at moderate levels (Wheeler and Hirsh, 2020).
Threat of new market entries (High): Although the automotive industry is a capital-intensive sector, but it is easier for the ICE manufacturers to shift into the market place of EV automotive, which makes the competition significantly intense (McKinsey & Company, 2020). 
Buyer power (High): The customers are the ones mainly driving the changes in this sector with their demand for convenient, advanced and sustainable automobiles (McKinsey & Company, 2020). They can easily switch brands if any particular manufacturer fails to deliver up to their expectations. 
Supplier power (Low): Volvo has full control over its supply channel, which makes the impact of suppliers on business decisions less significant (McKinsey & Company, 2020). 
[bookmark: _Toc39270469]C: Organisational changes (Drive to electric cars)
The drive towards electric cars are significant. EV cars are getting more demand in the consumer market because the customers are shifting towards sustainability and cost efficiency. If environmental incentives are not the same for all customers, but the cost efficiency, power efficiency, and conveniences that come with the EVs are definitely a common driving force for most of the consumer market (McKinsey & Company, 2020). 
As mentioned earlier, the inputs from both private sector and the public sector on the development of EV infrastructure have made transition from ICE to EV a more efficient option for the automobile manufacturers (PwC, 2020). As informed in the company’s statement, Volvo’s transition to electric cars is a reflection of its commitment to stay updated with the world changing innovations and the demands for fuel efficiency, power and environmentally friendly vehicles The company aims to improve the value proposition for its customers and to initiate further future developments with its recent transition (Electric Car Initiative | Volvo Car USA, 2020).
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The organizational drive for focusing on the development of EV is that these vehicles have become more efficient to build, the ICE vehicles are at the decline stage of the industry lifecycle, and this transition adds value to the stakeholders of the company (JATO, 2020). With this transition, the company is expected to have an increase in the sales of cars by 28%, which will go further upwards in the upcoming years. Investing on the ICE division would rather be an expenditure on a declining product line for the company at this stage (Ewing, 2020). And as mentioned earlier, the sales of EV cars have increased by 63% on a year to year basis in the European automotive sector, which indicates the huge potentials of growth it has in the consumer market (JATO, 2020). 
[bookmark: _Toc39270470]Future changes to drive innovation and other opportunities
The future of the EV sector would be determined by the demand for sustainability in the automobile sector. As discussed in the earlier section, the political, economic, social and technological incentives are playing significant role in driving innovation in this sector (JATO, 2020). 
[bookmark: _Toc39270471]Porter’s value chain
The changes in the organization can be reflected on using Porter’s five forces model;
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Figure: Porter’s five forces
The inbound logistics in the automobile sector would prefer the equipment for electrification while the fuel and logistics for ICE vehicles becomes less profitable for the businesses for their increased costs. The government incentives on the inbound logistics for EVs would also make the manufacturing process more profitable for the companies (JATO, 2020). 
Acquisition of human resources for maintaining innovation and creativity in the automotive sector will become more available as the technology and the infrastructure get more available. For example, more students are now interested in the field of electrical technologies and the less interest can be seen in the case of conventional fuel technologies (Jian and Chau, 2018). Thus, the development of human resources would be significant, and more skilled workforce will be available to sustain innovation in the automotive sector. 
The developments in the technologies are also pushing demand and consumption of renewable energy and people are changing their energy consumption habits. Volvo will therefore have more incentives in the development of technologies in the EV division (Kosak, 2020). This will also drive the changes within the organization, making EVs the more profitable product line. 
Procurement of materials needed for EVs are now incentivized by the governments in Europe, making this sector more cost efficient than ICEs. Studies show that the trend will continue and there will be more incentives in the procurement of equipment and machineries for EV development (McKinsey & Company, 2020). The business operations at Volvo will focus more on the EV line and the outbound logistics in this unit will become more profitable for the company. 
Most important changes will be evident in the marketing and sales of EVs compared to ICEs. The present condition of the economy, the changes in consumers’ habits and the drive towards sustainability are already significant for electric vehicles (McKinsey & Company, 2020). Studies show that the advertisement of EVs are getting more attention among the customers compared to the advertisements of ICE vehicles. (PwC, 2020) The market attention is clearly inclined towards the market of EVs, which shows that the company would have better opportunities in the market of these vehicles. The pressure from environmentalist groups are also evident among the advertisers (McKinsey & Company, 2020). More advertisers are interested on the promotion of EVs, and customers are easily persuaded on these products. 
[bookmark: _Toc39270472]New opportunities
Major shifts are already been taken towards the development of electric cars. However, in order to stay competitive in the industry. Volvo needs to invest on the digital sides of the products would be profitable for the company to create competitive advantage in the automobile industry. For example, incorporating AI technologies like Tesla cars, connecting features through IoT, developing more security with Big Data and AI technologies etc (PwC, 2020). would be the new changes in the automobile sector that the company should consider. Competitive advantage in this sector is clearly built upon innovation. Determinants in the sector are now the companies that are offering more value and more convenience- these are becoming the driving forces for change in the new industry (Wheeler and Hirsh, 2020). Therefore, the company needs to take account of these changes and incorporate them into their business model to sustain in the industry. 
[bookmark: _Toc39270473]Conclusion
Given the data gathered from the PESTLE analysis, Porters’ five forces and Porter’s value chain analysis, it is obvious that the market of EVs have more opportunities in the automotive industry. There is positive influence from the political landscape, economic changes, social changes and technological changes to invest on electrical vehicles. The Porters value chain model shows that the business model will be more profitable and efficient in this line of vehicles compared to ICEs which is experiencing a fast decline in the market. Only challenge for Volvo comes from the competitors. In order to address the intense market competition from the rivals, ICE manufacturers and the new manufacturers, Volvo needs to focus on more innovation and creativity in their vehicles. As discussed earlier, investments on the digital sides of the products would be profitable for the company to create competitive advantage in the automobile industry. 
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ELECTROMOBILITY IN EUROPE.
SHARE IN NEW REGISTRATIONS BY BRAND.

BMW Infographic

Data source:
IHS Markit New Registrations BEV+HPHEV combined.
Jan - Oct 2019; Nov 2019 report.

Vehicle Type:
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