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INTRODUCTION
The business environment is the collection of the people, organizations and forces that are not under the control of the industry but impacts the productivity and profit. The organization survive, develops and endures in the business environment that benefits to the organization in identifying business growth opportunities, weakness and threats available in the market and identifying and utilizing resources that contribute to business progress.The report will represent the external forces and their impact on the business growth of the automobile sector with the help of Pestle analysis. The report also reflects the understanding of the competitive environment and its impact on business in the national and international aspect (Hamilton and Webster, 2018).


[bookmark: _Toc39776977]MAJOR FORCES SHAPING THE BUSINESS ENVIRONMENT
Volvo Personvagnar AB is an automotive sector firm established in the year 1927 and serve the world with a variety of vehicles like sports car,wagons, buses, construction equipment and trucks (Volvo, 2020).The increasing demand of electric cars by customers motivates the company to manufacture and launch electric cars in the market for satisfying the customers and as a result, every manufacturing from the year 2019 of the firm is based on electric motors. The operations and activities of the firm not only get influenced by the demand of the customers but also get affected due toforces of the business environment. The external forces and their impact on the automotive business industry can be evaluated with the help of Pestle analysis (Volvo, 2020).

PESTLE MODEL
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Figure 1 Pestle analysis
Source: (Achinas et al., 2019)

Pestle analysis is a concept of marketing principles used by the organisations for tracking and evaluating the business environment in which the company is operating or planning to launch a new product. The business forces are not under the control of the organization and thus the analysis will benefit the firm in operating and running the business as per the situation (Mohamed, 2018).The analysis of the external business forces that Volvo needs to consider during manufacturing and launchingof the electric cars in the market is as follows-
	Political forces
	· Brexit factors decreased the production of vehicles in the automotive sector from 8.3% to 2% in the year 2017.
· Fall in investment rate in the automotive sector by -46.5% due to political instability. 
· Increment in tax rates from 12% to 15% in the year 2019 for the automotive sector(Mohamed, 2018).

	Economic forces
	· The decline in the inflation rate from 2.5% to 1.5% in the year 2016.
· Increment in the unemployment rate from 3.8% to 4% in the year 2019.
· Rise in interest rates from 2% to 2.1% in the year 2018 for the automotive sector.

	Social forces 
	· Quality concerns and taxation issues reduced the demand for vehicles from 12% to 7% for diesel vehicles in the year 2018.
· The population of the UK is approximately 66.40 million in which 29.5% population is in between the age of 18 to 39 years having the demand for electric cars (Mohamed, 2018).

	Technological forces 
	· Development and growth in technology for low emission and environmental friendly cars.
· Decrement in diesel vehicle sales from 41.95% to 31.69% in the year 2017 due to the introduction of electronic cars in the business market.  

	Environmental forces 
	· CO2 emission taxation rate for automotive sector In the UK is 35%.
· Climate change act 2008 to achieve 80% reduction in greenhouse gas emission by 2050. 

	Legal forces 
	· Trademark act 1994, and intellectual property act 2014 of UK for security. 
· Equality act 2010, and health and safety at work act 1974 in automotive industries (Mohamed, 2018).



The increment in electric car sales in the year 2018 up to 2 million reduced the demand of diesel and petrol vehicles in the UK and as a result, a great fall in the success of Volvo Company is analysed. The decrement in demand for diesel cars from 41.95% to 31.69% in the year 2018 motivates the company to manufacture electric cars as per the customers demand.Brexit is one of the major factors that contributed to the production decrement in the automotive sector and reduced the manufacturing percentage from 8.3% to 2% in the year 2017. The increment in tax rates from 12% to 15% in the year 2019 forced the company to reduce the manufacturing and production activities. The population of the UK is approximately 66.40 million in which around 29% of the population is youth which has more craze of cars and vehicles and so, the high emission from the diesel cars reduced the demand for vehicles from 12% to 7% in the year 2018 that inspired and forced Volvo to manufacture electronic cars instead of diesel and petrol cars (Deloitte, 2020).
INDUSTRIAL CHANGE IN LAST FEW YEARS 
Year by year Volvo has improved their car services, models and machines as per the customers demand increasing profit and for maintaining the brand image in the automotive sector.In the year 2010 Volvo introduced cars with the auto brake system that alerts the driver and auto breaks the car whenduring a collision on demand of customers and as a result, the net sales of the company increased by 21%. Keeping in mind the safety of the car drivers Volvo Company has introducedknee airbags, cross-traffic detection system in the year 2012 for alerting the driver of traffic from up to 30 meters always and as a result, the net sales of Volvo group increased by 3.3 billion in comparison to previous years. The introduction of the head-on crash detection and auto break increased the interest of customer towards the brand but decreased the sales from 12% to 7% due to high carbon emission from vehicles. The demand of customers reflected in purchasing electronic cars and as a result, the company decided to manufacture cars with electric engines from the year 2019 (Brannestam and Josefsson,  2018).
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The competitive environment is anactive external system in which the business industries operates and competes. The competition in the business environment increasing with increment in the new products and services in the sector. The competitive environment also provides a platform to the industries and nation to compete effectively and gain competitive advantage. The model that contribute to analysing the competitive environment to the automotive sector is Porter’s five force analysis (Lopes et al., 2019). 
PORTER’S FIVE FORCE ANALYSIS 
Porter’s five force analysis is a framework for evaluating a company’s competitive atmosphere. The analysis adds to the company with the information regarding competitive rivals, new market entrants, customers, suppliers and substitute products that affecting the profitability of the firm (Ariffin and Sahid, 2018). The analysis of the competitive environment in respect to Volvo which is an automotive sector organization is as follows-
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                                                          Figure 2 Porter's five force model
                                   Source: (Christiansen and Strobel, 2019)


Bargaining power of suppliers (Low)
The bargaining power of the suppliers in the automotive industry is low as the Volvo Company has reduced the negotiation power of the suppliers by building strong and long term relationship with 3 suppliers that are Nanya, ProMOS and PowerChip that provides initial equipment to the company for manufacturing and innovation. Excess supply of material for manufacturing from the suppliers also reduced the demand of company for material and equipment that also contribute to reducing the bargaining power of suppliers (Ariffin and Sahid, 2018). 

Bargaining power of buyers (Low)
The bargaining power of the customers is low in the automotive sector as the customer stuck with the luxury and unique offering. Volvo is one of the organizations that manufacture and introduced unique and advance technology cars and vehicles as per the demand of customers. For example, the introduction of flexible fuel vehicles in 2005, hybrid cars in 2009 and engines cars in 2015 and now electric cars in 2019 that maintains the long term relationship of customers with the company and contributes to reducing the bargaining power of consumers due to luxury and comfort Gebrekidan and Mukhtar, 2017).     
The threat of substitute products and services (Low)
Cars and trucks have become one of the important parts in today’s world for personal and professional life. The continuous innovation and invention in the automotive sector industry increasing the competition among the existing payer but not increasing the risk of substitute products. For example, the innovation of electric car Volvo C30 is not a substitute for fuel car Volvo S40 and so the importance of electric cars and fuel cars is maintained in the competitive environment. Also, the Mustang Mach E of ford and Volvo C30 have different features and technologies that contribute to reducing the risk of substitute of products and services (Ariffin and Sahid, 2018). 
Competitive rivalry (High)
There are many manufacturers of trucks and cars in the competitive environment like Tata, Audi, BMW and Daimler that increase the competition among the existing players. These brands hold approximately 80% of the international market for manufacturing luxury vehicles for passengers.The part of Volvo in the international market for providing superior services to passengers is 10% which the company wants to increase in next 2-3 years by introducing electronic cars and vehicles for which the company needs to compete with the strong competitors that will result in increasing the competition to a superior level (Gebrekidan and Mukhtar, 2017).     
Threats of new entrants (Low)
The risk to the business from new entrants in the automotive sector is low as the manufacturing of trucks and cars requires huge among of finance, capital and expertise to develop and run the business. Also, the trust and loyalty of customers towards the old and strong brand are effective and so it became challenging for the new competitors to attract the customers towards the new brand that reduce the risk of new entrants for the strong player like Volvo in the automotive sector (Gebrekidan and Mukhtar, 2017). 
LIMITATION OF PORTER’S FIVE FORCE ANALYSIS
One of the major limitations of the porter's five force analysis is that the model doesn't provide information about other factors like external and internal environment factors affecting the business. In the case of the automotive sector, the model does not provide any facts and information regarding the profit, loss and impact of exterior factors like politics, socialism, economy and technology on the business. The framework is also not suitable for the organizations that operate in more than one sector like Volvo that manufactures vehicles but also operates in the industrial drive system and financial services. Also, the model is not perfect for all industries type like technology and fashion where apart from the 5 factor other factors like consumer taste, technology and innovation play a more important role in succeeding competition due to rapidly changing demand of customers (Mukherjee, 2018).
FUTURE OPPORTUNITIES IN AUTOMOTIVE INDUSTRIES
With the innovation of electric cars the business growth opportunities for the automotive sector will also increase. The manufacturing of electric car requires electric chagrining station, electric car wash, construction of charging station and manufacturing of electric car spare parts that will benefit the automotive sector in increasing employment, operation and production in business along with fulfilling the demand of the customers effectively.The trading of electric cars, diagnostic centre for electric cars, online sale of cars, the blog on electric cars and dealer in an electric car will expand the business of automotive sector to other industries with the help of technology and science. One of the major benefit the automotive sector gain from the manufacturing and launching of electric cars is the reduction in pollution level and increment in trust of customers. Volvo launches its first electric car Volvo C40 in the year 2019 that attracted many customers towards the products and increased the car demand and so, the company decided to manufacture all-electric motor cars from the year 2019 and onward that cancontribute to increasing the brand image and businessprofit (Chukwuemeka, 2019).
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CONCLUSION
Volvo is one of the strong players in the automotive sector that aims to manufacture electric motor cars from the year 2019 for satisfying the customer's demand. Launching and manufacturing of new product require analysis of the internal, external and competitive environment for which the evaluation of the environment with the help of Pestle and Porters five forcemodel is carried out. The analysis provided the overall information regarding the competitors, competition and factors that can affect the business and business operations during the manufacturing of the products along with the information of the future opportunities.
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