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The following report deals with the case study of Volvo Cars where distinct shift in focus towards electrical vehicles has been observed the external business environment of  the company and the organisational structure and culture have been discussed in order to evaluate the future direction of the company. Additionally, the reasons for increasing popularity of electrical have also been explored. 
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	Specific issues
	Ranking

	Political
	1. Brexit
2. Shift to cleaner forms of energy 
3. Strict emission regulations
	Overall ranking: High

	Economic
	1. Fall in demand 
2. Increase in cost of raw materials 
3. Increase in labour costs 
	Overall ranking: High

	Social
	1. Increase in technological awareness
2. Improvement in social consciousness
3. Time spent in making selections
	Overall ranking: Medium

	Technological
	1. Need for major technology upgrade
2. Effect of stricter emission regulations
3. Total technological overhaul required for EVs
	Overall ranking: Medium

	Environmental
	1. High level of pollution caused by diesel cars
2. Environmentally sustainable practices need to be implemented
	Overall ranking: Medium

	Legal
	1. Proposed ban on diesel cars
2. Effect of EU regulations post-Brexit
3. New laws regarding manufacturing and emission
	Overall ranking: High
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Political factors have a profound influence on the business prospects of the automotive industry across the globe. This fact is especially true in the UK where the automotive industry accounted for around 12% of the total amount of annual exports of the country in 2017. The main political issues which currently affect the car manufacturing industry in the UK include:
Brexit – The economic uncertainty created by Brexit has led to a decrease of 9% in production and 7% in annual export in 2017. Additionally, uncertainty over EU regulations has caused a sharp decrease in demand(Hotten, 2019). 
Shift to cleaner forms of energy–Increasing pressure of environmental regulations and the threat of climate change has prompted the UK government to undertake initiatives that aim to completely eliminate diesel-powered vehicles by 2025. This is a serious challenge for car manufacturers‌(Prospect Team, 2019). 
Strict emission regulations–In 2018 several taxation changes were made in the UK regarding the sale of diesel cars which led to 7% decrease in sales. Additionally new EU regulations being enacted incorporate strict standards for CO2 emission which is estimated to elevate manufacturing cost by a significant margin(Gowling WLG, 2018). 
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Economic forces largely shape the nature of the automotive industry. Several political factors have a strong effect on the economic condition of a country which in turn, determines how the automotive industry functions. In the UK, the following economic factors currently influence the car manufacturing industry: 
Fall in demand – the fall in demand has been a combined effect of complications caused by Brexit and increasing preference for cab services among the public(Gowling WLG, 2018). 
Increase in cost of raw materials–One of the direct outcomes of Brexit has been an increase in the cost of raw materials by a significant margin. Hence, providing vehicles at affordable prices has become more challenging for car manufacturers like Volvo(Bashford, 2018).
Increase in labour costs – Due to Brexit, the labour mobility has decreased considerably and reduction in the number EU workers in Britain has given rise to an acute shortage problem(Hotten, 2019). 
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Social factors comprise an important determinant of the overall performance of the automotive industry. The social factors which have asignificant impact on the automotive industry at present include:
Increase in technological awareness–A significant improvement in technological awareness among the public in recent years has caused a rise in the demand for superior technology in affordable prices. A car manufacturer like Volvo also has to upgrade in its technology to satisfy its customer(Harvard Business Review, 2018). 
Improvement in social consciousness – Recent studies have shown that a strong shift in customer preferences where environmentally sustainable companies and vehicles have grown in demand‌(Telegraph.co.uk, 2018). 
Time spent in making selections–According to a Delloitte study, the time spent by the average consumer while selecting a vehicle has decreased considerably in recent years. Thus, brands have to improve their marketing in order to connect with customers within a short time‌(Telegraph.co.uk, 2018).
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The shift to cleaner fuels and newer emission regulations will require car manufacturers to invest in upgrading their manufacturing technology. Moreover, the introduction of EVs will require a complete overhaul of the entire manufacturing process and supply chain logistics‌(Invest North East England, 2019). 
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[bookmark: _Toc38737134]Recent incidents have shown that the emission levels of diesel cars are averagely much higher than the safety limit. Vehicles have been found to possess the maximum carbon footprint. Thus, governments have implemented strategies for gradually replacing traditional cars(Gowling WLG, 2018)..
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One of the main outcomes caused by the beginning of Brexit is uncertainty over how the EU regulations will be implemented in the UK after the completion of Brexit. The lack of clarity regarding environmental laws has eroded customer confidence (Dasgupta, 2017). 
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Fig. 1 : PESTEL analysis
(Source:Research-Methodology, 2019)
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Porter’s Five Forces Model
(Source:Kumar, 2019)
Threat of new entrants – This is not a significant threat for Volvo since the carmaker has established itself as a premium brand over the years. Since the industry is highly vulnerable to the political fluctuations and governmental and legal regulations, it is often difficult to achieve cost-effectiveness, especially for new entrants‌(Deloitte United Kingdom, 2016). 
Bargaining power of suppliers–Volvo has an extensive network and it is operational in several countries in the world. Thus, the company has around partnerships with 51,000 suppliers around the world. The automotive industry does not have a high degree of specialisation in terms of machine parts and there are numerous manufacturers and suppliers of standardised parts and components. Hence, this is a relatively weak force‌(Volvogroup.com, 2019). 
Bargaining power of buyers – The automotive industry is specialised in terms of the types of automobiles produced by companies. In general the number of suppliers in the industry far exceeds the number of car manufacturers. The company Volvo has developed its unique line of vehicles over the years with specific valuable features and hence it is hard to replace. Thus, the bargaining power of buyers is extremely weak in the industry (Prospect team, 2019)..
Threat of substitute products or services – As described previously, most car manufacturers operating in the high-end and luxury segments have their unique signature style of vehicles. Hence, each of them is virtually irreplaceable. Thus, for customers there is effectively no substitute for the brand. This implies that the threat of substitute is low and the company Volvo could theoretically maximise their profits without getting replaced(Townsend and Calantone, 2014). 
Rivalry among existing competitors – There are only a few luxury car manufacturers operating in the same market segment as Volvo. Thus, the level of competition is fairly low and Volvo is one of the few companies that also manufacture construction equipment and industrial vehicles like trucks and busses. The main competitors of Volvo are Audi, BMW, Volkswagen, Mercedes Benz, and others. However, these companies have different style of vehicles targeted towards different market segments. A high degree product differentiation allows Volvo to stay in the market without facing stiff competition from its rivals(Svahn et al., 2017).  
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The organisational culture of Volvo can be studied using the model designed by the Hofstede. According to the model there are six dimensions of organisational culture. These dimensions have been explored below in relation to the company Volvo:
Orientation (means versus goals)– The internal culture of Volvo is a combination of both types of orientations while the company emphasise on adoption of ethical practices, achieving its pre-assigned goals is also considered critically important.
Driving force (internal versus external) – The culture of Volvo is primarily internally driven and this is reflected in the company’s commitment to its corporate social responsibilities. This type of culture allows Volvo to maintain its positive public image which provides a competitive edge. 
Discipline (easy versus strict) – Studies on Volvo’s organisational structure revealed that the culture is generally hierarchical ad vertical. Thus authority in the company is exercised in a top-down manner and discipline is strictly maintained (Volvo Group, 2020).
Culture (local versus professional) – Professional culture is strongly promoted in Volvo which implies that employees identify themselves with their roles and achievement of long-term goals is the ultimate motivation.
System (open versus closed) – the company claims that it favours an open type of culture where there is flexibility and clear communication‌(Harvard Business Review, 2018). 
Orientation (employee versus work)–The organisational culture is inclined towards employee satisfaction and necessary steps are taken by the management to support employees adequately.
Over the past few years the company Volvo has implemented definite steps towards transforming its internal culture and this can be predicted to continue in the coming years. The main feature of this change has been recruiting competent individuals in order to promote innovation within the company. The pricing strategy of Volvo prevented it from competing with both luxury car manufacturers like Mercedes and BMW and mass producers like Toyota. Through the conscious shift in their internal culture the company has promoted innovation which can lead to a reinvention of the brand‌(Harvard Business Review, 2018). 
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The organisational structure of the company Volvo is primarily divisional type. In the organisation Volvo, separation of different departments is based mainly on specialisation in terms of products and projects. The implementation of such divisional type of structure is rather challenging but it offers the company certain benefits. The divisional structure allows specific allocation of resources towards each product division and project. This is essentially a system of dissemination of power where each division is headed by a director who is in charge of allocation of resources and monitoring performance. This ensures that every product division and project receives the sufficient amount of attention required its success (Volvo Group, 2020). 
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However, with the growth of the company and its entry into new markets, introduction of the Matrix type of organisational structure could the next positive step for the company. 
In addition to the benefits of the divisional structure, the organisation could also benefit from having a clear structure of hierarchy comprising the top level management of the company and the different business departments. This could allow easier communication and coordination and help in avoiding confusions regarding overlapping of roles and duties.
However, implementation of matrix style could also cause certain problems in the organisational management. One of the main issues regarding this type is the requirement of two separate sets of leadership at each level which leads to a significant rise in costs (Maduenyi et al., 2015). 
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The ever increasing threat of climate change has prompted most governments in the world to adopt policies and regulations for environmental protection. This is one of the main diving factors behind a shift of the automotive industry and customer preferences towards electric cars. This has been a global phenomenon and China is currently the leader in the electrical vehicle (EV) industry. 
For car manufacturers operating in the UK, the shift to EVs has been prompted by a sharp fall in international demand diesel vehicles. Since, automotive industry accounts for a major portion of the country’s annual exports, a fall in international demand in 2018 has caused significant damage. 
The imposition of strict environmental regulations across the EU has made it difficult car manufacturers to maintain profitability without increasing prices. This is also a cause for decreased in customer confidence (Bashford, 2018). 
The combined effect of these factors has contributed to the shift towards EVs. The global sales of battery powered electric cars increased by approximately 73% in 2018 which is a strong indicator of future trends. This has been the result of significant advancement made in battery technology in recent years and there are wide spread estimations that EVs will cost less than petrol or diesel power vehicles within a short time (Calabrese, 2016).  


[bookmark: _Toc38739202]Conclusion
This report illustrates how the different factors in its external environment affect the future business propositions of the company. This is a necessary consideration since the company has announced a complete shift to electrical vehicles form traditional cars. Such a move thus necessitates an examination of company’s internal structure and culture in order to assess whether the changes would be beneficial. Considering the analysis of the external and internal factors the company is in advantages position for making the proposed changes to its product line. 
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