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Introduction 
Technology is changing every day and due to this, business sectors that deal with technology in their core operations need to evolve every now and then. The Automobile sector is one such industry that is mostly affected by the technological variations that keeps on changing. In the recent times, the technology that is being replaced in the vehicles is internal combustion engine. Electrified cars are replacing this technology. This is being done due to various environmental factors. The concerned organization is Volvo and it has proclaimed that from the year of 2019, all the cars that will be manufactured by contain the technology of electrification. This has been done due to various macro-environmental factors. This study will analyse the environmental factors that would catalyze or hinder this new technology. In addition to this, the feasibility of electrification will be analysed in detail. Volvo is one of the most esteemed organizations in the automobile industry. The organization has a past record of bringing in some of the world-renowned technology in the sector and as achieved optimum level of customer satisfaction as well. 
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In this part of the essay, the external environment and its impact on the automobile industry and specifically on the organization of Volvo will be considered. Two frameworks have been considered in this part and they are PESTLE and Porter’s Five Force Analysis. An in-depth explanation of the models aligned to the automobile industry has been done.  
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In order to understand the feasibility of any innovation being brought in to the market, an analysis of the external factors is required. One of the best ways to analyse the external environment is using PESTLE framework. The PESTLE framework incorporates the complete analysis of the external factors. All the six elements that are discussed in the framework are political, economical, socio-cultural factor, technological factor, environmental factor and legal factors (Reinhardt et al., 2017). It is not important that all the factors in the framework will be feasible towards a particular industry. Some of the factors will be positive while some of the factors will be negative. However, it needs to be understood that, more the number of positive alignment of factors for a particular industry, more will be the growth options and the feasibility of the innovation that will be brought into the sector. Additionally it needs to be noted that a PESTLE analysis is done considering the environmental condition of one country related to one particular industry. Moreover, a global PESTLE can also be done in case of industries or product having an international appeal. 
In this study, an international or global PESTLE will be conducted in reference to the automobile sector. A detailed analysis will be done on the factors affecting the automobile industry, which will help in understanding the feasibility of electrification of cars in the present context. 
Global PESTLE Analysis in reference to the Automobile Industry 
Political Factors 
The political factors of the country or the world are one of the determining factors whether an innovation can be easily implemented or not. In the present context, while some of the countries have stable political conditions, political nuisance is jarring others. Some of the world’s largest consumer of cars and different vehicles are the developed and developing nations all over the world (Moritz et al., 2015). From the analysis made it can be understood that UK is not a profitable market now due to the increase in the after-effects of Brexit. In addition to this, the political instability of India is also massive. The slowdown of economy in Russia and America do not support the growth of the innovation idea related to electrification of the cars. Thus, it can be understood that the world political scenario is not feasible for the electrification of different vehicles. Further, it can be said that some of the other developed nations such a France, Germany, Australia are ready to accept the innovation in the automobile sector in the present context (Leng and Chin, 2017). Therefore, Volvo in particular should study the industry very carefully before bringing in the innovation to the common people. 
Economical Factors 
Economical factors includes the rates of inflation, recession, the amount of disposable income that is present in among the people living in the country, the acceptance of Foreign Direct Investment and many more. It would not be wrong if said that the economical factors or elements needs to be analysed in detail before coming up with any innovation in consumer goods and services  (Malik, 2018). An analysis of the economic condition of the developing and the developed nations of the world, it is understood that economic slowdown is an affecting factor that would also decrease the growth trajectory of the automobile sector. From the point of view of the economists, it can be said that most of the developed nations of the world are going through economic slowdown, which is affecting the growth of the other sectors of business. Recession has hit the economy of UK, USA and India. Thus, the sale of the new cars in these countries will not be of huge profit to the organization. Electrification of the cars would also increase the price of the vehicles and this would have fewer acceptances among the common people in most of the countries that has been mentioned above (Johannessen and Stavnes, 2015). On the contrary, due to globalization, the acceptance of foreign direct investment has increased in many countries. With the help of this factor, the innovation of electrification can be fuelled. 
Socio-cultural Factors 
Due to globalization and the advent of social media in many facets of life, the living standards of the population in most of the countries have increased. It can be said that having personal cars as the way of commute can be recognised as high living standards. Socio-cultural factors include elements like population of the country, demographic details, information on the living standards of people in the country and many more (Ranjbari et al., 2019). The concept of electrification of cars can be supported by the socio-cultural factors on the international level. The standards of living have increased and electrification of the cars is an related innovation in the present context. With the electrification concept, cars from Volvo are also having the feature related to automatic driving. This feature will help in the acceptance of the idea from different sections of the population from all around the world. From the analysis done above it can be ascertained that socio-cultural factors are positive for the growth of the mentioned idea (Phillips and Moutinho, 2018). 
Technological Factors 
Technological factors are always favourable for the growth of the automobile industry. In other words, it can be said that different technologies are coming up every day that is impacting the manufacturing process of the vehicles. Nearly all the countries over the globe provide funds in order to come up with new technology that can be used to increase the market share of different brands (Kumar and Maqbool, 2018). The technological factors are favourable for the growth of the new idea related to electrification of the cars by Volvo. Thus, it can be said that the new idea will be accepted by various countries. Further, innovation can be brought in the existing manufacturing process, which might decrease the manufacturing costs of the cars. 
Legal Factors
Legal factors include the laws and regulations that need to be followed regarding the processes that are included in the various industries of economies all around the world (Karmaker, 2019). In the recent times the labour laws, the carbon emission laws have become very strict and due to this, getting employees have become easy. Thus, it can be said that, the legal laws are favourable for the growth of the new idea in the car manufacturing industry and exclusively for Volvo. On the contrary, it can be said that strict regulations regarding the emission rates might increase the cost of manufacturing which might decrease the effectiveness of the new idea. 
Environmental Factors 
Every organization in any sector of business needs to be having sustainable practices in order to have the maximum market share. Thus, it can be said that the electrification of the cars is aligned to the environment friendly factors that are required in the present context. Thus, it is needless to say that the environmental factors will help in the growth of electrification of cars. This will also help in the more sell of the cars, which will help in increasing the market share for the organization among the other competitors (Wen, 2016). 
PESTLE Rankings 
Political Factors: The political factors have the highest intensity and can be scored as 4 among 5. This is because political factors shape the business and economic activities in the company.
Economical Factors: The economic factors can be also provided with a score of 3.5 in the ranking of the external environmental factors. The world economy is in bad shape now. This will create an impact on all the industries that contribute to the development of the revenue. Thus, it can be said that economical factors are not favourable regarding the idea of electrification of cars by Volvo. 
Socio-cultural Factors: The social factors can be ranked as 3 regarding the importance of external factors in the automobile industry. The increase in the lifestyle standard of the people all around the world will be helpful in increasing the acceptance of the innovation in the automobile industry. 
Technological Factors: A technological factor is ranked 5. This is because the automobile industry runs on the technological innovations. With the incorporation of the technological innovation, it will become easier to increase the sale of the cars in the market. Further, with the help of technological innovation, it will be easier to increase the revenue generation of the industry. 
Legal Factors: The legal factors can be scored as 4. Legal factors need to be considered for operating in an economy. Thus, the impact of laws and regulation in the automobile industry is quite high. It needs to follow different regulations in the selling and manufacturing process. 
Environmental Factors: The environmental factors can be provided with a score of 4. Every automobile organization need to keep in mind the vehicles that are manufactured by them contributes to the least amount of environmental pollution. This would help in increase in the sale of cars. Further, keeping the environmental concerns in mind, it would help in increasing the sustainability of the organization. 

Conclusion 
From the analysis done it is evident that most of the external environmental factors are favourable for the growth of the idea named electrification of the cars by Volvo. However, it needs to be understood that the political and economical factors are against the growth of the new change being brought in by the organization. Thus, it is advisable for Volvo to let the political condition to be stable before launching the electrified in the markets. 
[bookmark: _Toc28021302]Definition, Analysis and Implementation of Porter’s Five Forces
As mentioned above, external analysis is important in order to understand the feasibility of different innovations that are brought in different sectors of the economy. The automobile sector is one, which is constantly changing as innovations are done in regular manner. Apart from the external environmental factors that have been mentioned above, there are other external factors as well that needs to ascertained and identified by an industry or sector before bringing in any innovation (Rawlinson and Wells, 2016). The Porter’s Five Force Model is another framework that can be effectively used to analyse the external environment. The Five Forces that are mentioned in the framework are Internal Rivalry, Bargaining Power of the Consumers, and Bargaining Power of the Suppliers, Threat of Substitution and Threat of New Entrants. A complete analysis will be done of the framework in regarding to the automobile industry. 
Bargaining Power of the Consumers
The bargaining power of the consumers can be described as the price negotiations that are done by the consumers when some consumable goods are sold. In the automobile industry, the bargaining power of the consumers is not that high as customers do have preferences before buying a car from some specific brand. When some consumer wants to buy a car her or she is determined from which brand the buying will be done (De Stefano et al., 2016). Electrification of cars is a new concept in the automobile industry. Thus, this power would not affect the innovation in the international context. On the other hand, it needs to be understood that electrification of cars is a new concept, which is not understood by many. Thus, bargaining power of the consumer would not be affected by this factor. Therefore, it can be said that, bargaining power of the consumers is a favourable factor for the growth of the innovative idea in the automobile sector. 
Bargaining Power of the Suppliers
The car manufacturing industry is majorly dependent on the suppliers as the different manufacturers supply most of the technical parts of the cars (Thapar, 2016). Very few automobile manufacturing organizations manufacture all the parts by themselves. From analysing the different suppliers in the world, it can be said that the bargaining power of the suppliers is quite low in the sector. Everyday new suppliers are coming up and this is decreasing the strength of the suppliers. From the analysis done till now, it can be said that the power of the suppliers is quite low relative to the idea of electrification of cars in the present scenario (Stringham et al., 2015). Volvo can easily manufacture electrified cars with the availability of the different supplies from the different suppliers located all around the world. 
Threat of Substitution 
In the age of globalization, the threat of being substituted for the different products is quite high. Apart from the physical stores storing the different products and services, the online stores are adding to the options that are available to the consumers all over the world. However, it needs to be mentioned that the consumers all around the world do still not use the online buying of the cars. However, the threat of substitution is not that high when mentioned regarding the automobile industry (Franckx, 2015). When an individual decides to buy a car or any another vehicle, the budget in the main component of buying process. In addition to this, the preferred company is also selected. Therefore, it can be said that the threat of substitution is quite low in the automobile industry. This will be a positive impacting factor to the growth of the idea related to the electrification of the cars. 
Threat of New Entrants
It is not easy to set up new organizations in the automobile sector like organizations in the retail industry. Setting up of organizations in the automobile industry includes a lot of capital investment, identification of stakeholders and coming up with innovation that is new in the market (Moreno-Izquierdo et al., 2016). Volvo is an age-old organization with highest level of market reputation. Therefore, coming of new companies would not hamper the market share of this one. Therefore, it can be said that the threat of new entrants in the automobile industry is quite low. Therefore, the idea of electrification of the cars can be a successful one among the potential consumers and customers of Volvo all over the world. However, it needs to be noted that some new companies have entered the automobile sector in the recent days and they are KIA, Nissan and many more (Basu, 2017). Thus, the possibility of new entrants is not nil. On an overall basis, it can be said that the competitive forces is not affective on the innovation regarding to the electrification of the cars in the present context. 
Competitive Rivalry
Competitive Rivalry can be described as the competition among the different organizations in the same sector. In the age of globalization where the market has opened up, it is evident that competitive rivalry for every industry is quite high. Therefore, it is needless to say that the intense competitive rivalry in the automobile sector will hamper the acceptance of idea related to electrification of the cars made by Volvo (Domański et al., 2017). Many of the potential competitors of Volvo are Skoda, Hyundai, Maruti Suzuki, and Mercedes Bens and so on. Nearly all the companies that have been mentioned here have brought in the technology related to the electrification of cars. Thus, it can be understood that the competitive rivalry is quite high and more marketing activities needs to be conducted in order to increase the acceptance of the new technology. 
Organizational Changes 
From the external analysis done it is evident that, it will be a feasible idea to bring in the manufacturing process of electrified cars. There are several advantages of using the electrified cars. The foremost advantage is the coming of new technology in the market. This will help in brining innovation in the automobile sector. Further, there are other business opportunities as well. Volvo can expand in many different countries where the company do not any kind of presence. This will help in increasing the market share. 
Porter’s Value Chain Analysis 
The value chain analysis is the process where the firm needs to identify the primary and the secondary resources in order to win competitive advantage. These resources also help in the reduction of the manufacturing costs as well which eventually increases the revenue earned by the organization. 
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Figure 1: Porter’s Value Chain analysis 
(Source: Kaplinsky, 2013)
The marketing and sales are the associate activities that are required to win competitive edge in the market. Volvo has effective marketing strategies, which helps in achieving of the objectives. In addition to this, the firm infrastructure of Volvo is quite advanced and this will help in the concept of electrification of cars. Technology is also an internal competency of the organization, which will help in gaining competitive edge in the market. 
New Opportunities 
With the help of changing market scenario, Volvo will have a profitable situation in the market. The world is becoming too polluted and due to this electrification of cars is necessary. With the new concept of electrification, Volvo can gain new opportunities in the market against the other competitors. 
Discontinuation of business 
Volvo does not require discontinuation of business at the moment. This is due to the fact that electrification of cars is a new concept that needs to be brought in the market which will help in reducing environmental pollution. Therefore, there is no need to discontinue the business at the moment. 
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Conclusion
In order to understand the feasibility of innovations, it is important to understand the macro environmental factors in the global scenario. Volvo is an organization that is primitive to Germany but the cars manufactured by it are sold all around the world. Thus, it was important to understand the aspect of electrification and the feasibility of it to different consumers and market all over the world. From the analysis made above it is evident that the innovation is quite debatable as some of the factors are against the growth of the idea while some are for the idea. Therefore, the feasibility of the idea needs to be ascertained on national levels. The analysis done on country levels will make it clear the quantum of manufacturing in the mother unit. 
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Reference List 
Basu, S., 2017. Corporate purpose: Why it matters more than strategy. Routledge.
De Stefano, M.C., Montes-Sancho, M.J. and Busch, T., 2016. A natural resource-based view of climate change: Innovation challenges in the automobile industry. Journal of Cleaner Production, 139, pp.1436-1448.
Domański, B., Guzik, R. and Gwosdz, K., 2017. The new international division of labour and the changing role of the periphery: the case of the Polish automotive industry. In Globalising worlds and new economic configurations (pp. 85-99). Routledge.
Franckx, L., 2015. Regulatory emission limits for cars and the porter hypothesis: a survey of the literature. Transport Reviews, 35(6), pp.749-766.
Johannessen, L.K. and Stavnes, L., 2015. A strategic analysis of the industrial dynamics of Car-Bo Garasjeporter AS (Master's thesis, University of Stavanger, Norway).
Kaplinsky, R., 2013. Global value chains: where they came from, where they are going and why this is important. Innovation, Knowledge, Development Working Papers, 68, pp.1-28.
Karmaker, A.K., 2019. OPTIMIZATION OF HYBRID RENEWABLE ENERGY BASED ELECTRIC VEHICLE CHARGING STATION (Doctoral dissertation, DHAKA UNIVERSITY OF ENGINEERING & TECHNOLOGY).
Kumar, G. and Maqbool, J., 2018. Financial technology in the automobile industry.
Leng, K.C. and Chin, T.A., 2017. The Influence of Marketing Mix Factors on Consumer’s Purchase Intention Toward Hybrid Car in Johor Bahru. Advanced Science Letters, 23(9), pp.9115-9116.
Malik, F.A., 2018. Role of marketing strategies of KSB Pumps Company Limited in amplifying its market share in Pakistan (Doctoral dissertation, Bahria University Islamabad Campus).
Moreno-Izquierdo, L., Ramón-Rodríguez, A.B. and Perles-Ribes, J.F., 2016. Pricing Strategies of the European Low-Cost Carriers Explained Using Porter's Five Forces Model. Tourism Economics, 22(2), pp.293-310.
Moritz, M., Redlich, T., Krenz, P., Buxbaum-Conradi, S. and Wulfsberg, J.P., 2015, August. Tesla Motors, Inc.: Pioneer towards a new strategic approach in the automobile industry along the open source movement?. In 2015 Portland International Conference On Management Of Engineering And Technology (picmet) (pp. 85-92). IEEE.
Phillips, P. and Moutinho, L., 2018. Strategic analysis. In Contemporary Issues in Strategic Management (pp. 46-79). Routledge.
Ranjbari, M., Esfandabadi, Z.S. and Scagnelli, S.D., 2019. Sharing Economy Risks: Opportunities or Threats for Insurance Companies? A Case Study on the Iranian Insurance Industry. In The Future of Risk Management, Volume II (pp. 343-360). Palgrave Macmillan, Cham.
Rawlinson, M. and Wells, P., 2016. The new European automobile industry. Springer.
Reinhardt, R., Domingo, S.G., García, B.A. and Christodoulou, I., 2017, June. Macro environmental analysis of the electric vehicle battery second use market. In 2017 14th International Conference on the European Energy Market (EEM) (pp. 1-6). IEEE.
Stringham, E.P., Miller, J.K. and Clark, J.R., 2015. Overcoming barriers to entry in an established industry: Tesla Motors. California Management Review, 57(4), pp.85-103.
Thapar, R., 2016. Work Motivation and its Outcome Correlates in Automobile Industry. Amity Business Review, 17(2).
Wen, W., 2016. Automation of electric vehicle and development prospects.



 

14

image1.png
Porter’s Value Chain Model

Primary Activities

Firm Infrastructure Human Resource Management

Procurement Technology

Support Activities




