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[bookmark: _Toc38557504]Introduction
Volvo is one of the most famous vehicle brands, headquartered is in Sweden. It is a subsidiary of a Chinese automotive company named Geely. The introduction of electric car can be a revolution in the 21st century. In this report, a PESTLE analysis of the automotive industry of Europe is done by judging the potential of the products in the European market and the factors are assessed in details. The future changes are mentioned by using Porter’s five forces and Porter’s diamond value network is used for judging the gain of competitive advantage. 
[bookmark: _Toc38557505]Important factors leading the business environment of automotive industry
PESTLE Analysis is highly effective to point out the major influence of the external drivers on the business operation of Volvo. The analysis is comprised of six factors, which include political factor, economic factor, social factor, technological factor, legal factor and environmental factor.
Political factors have a direct impact on the profitability of the automotive industry. Governments of different countries of Europe are focussing on low emission vehicles. However, markets like EU and UK use to provide government subsidy for low emission vehicles (Delić et al., 2017). The low emission vehicles are being passed the government rules easily. 
Economy of a country plays a vital role in the revenue of cars as the demand of high price cars gets affected due to poor economic condition. Countries with high GDP growth can offer a comprehensive market for automobile as per capita income of the persons are high (Godlewska-Majkowska and Komor, 2017). However, the purchasing power of the customers is an important cause. Moreover, the price of the cars, its maintenance cost, fuel cost is also a factor. 
The changing preferences of the peoples constitute the socio-cultural factors. Designs, specifications and longevity of the cars are the driving factors. However, age distribution is also a factor as teenagers are more driven towards the design of cars and always prefer to use trendy cars (Komodromos, 2017). People of Europe are more inclining on buying cars with low fuel consuming as prices of Gas in Europe is counted among the highest worldwide. 
In the European market, technological innovation has become a major basis of differentiation in the past few years (Túry, 2018). The peoples are more inclined towards vehicles of less fuel consumption and more mileage. Therefore, popular brands are also focusing on creating low emission and environment friendly vehicles. 
The export and import laws of various countries of Europe have an impact on the automotive industry. The governments are giving more priority on the safety of the passengers and are making strict laws against it and that creates an impact on the industry (Saxunova et al., 2018). 
Every countries of Europe have their own rules and regulations regarding carbon emission that impacts the automotive industry. The government of the countries are becoming strict on the pollution test as they are focusing more on controlling the pollution (Gaudillat et al., 2017). 
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Figure 1: PESTLE Analysis
(Source: Created by Saxunova et al., 2018)
As the governments of different countries of Europe are focussing on low emission vehicles, so the selling of low emission cars have been increased in the last few years. In European unions, the carbon emission law states that all the cars should fall under the carbon emission of below 95 g a kilometre (Delić et al., 2017). The car manufacturing brands are focusing on low carbon-emission cars as that also gain subsidies of the governments. Therefore, electric cars can be a handy option as it has the lowest carbon emission. The sale of cars has seen a rapid increase in the last few years in Europe, but it has seen a decline in the country where there has been any economic breakdown. As fuel cost has always been a cause of concern in Europe, so people are inclining towards high mileage cars (Godlewska-Majkowska and Komor, 2017). Therefore, electric cars can be a good option but the maintenance cost should not be more as customers often lose interest on the cars that have high maintenance cost. 
In the past few years, owning more than one vehicle has been a norm in the developed countries of Europe. A large section of peoples of the European countries have been more driven towards cars with unique design and increased mileage. Therefore, the companies focused more on these factors. Therefore, Volkswagen was the best-selling car brand of Europe in 2019 as the company has succeeded in creating unique design cars. However, it has been found that the search volume of electric car and hybrid cars have been increased by 58% and 52% respectively (Komodromos, 2017). Therefore, electric cars can be a good option as it has a unique design that can be a cause of attraction for peoples. In the last few years, the three-point seat belt and autonomous emergency braking have become great innovations in the automotive industry of the European countries. The popular car brands have focused on making lightweight vehicles and also put systems like power electronics and Intelligent Transport System (ITS) (Túry, 2018). These innovative factors have dominated the car market of Europe in the last few years. Therefore, Electric cars must include different technological factors as that can give it a valuable position in the European market.  
The legal factors of the countries of Europe impacts the car industry. The seat belt law of some countries implies that all the passengers of the cars should wear seat belts. Therefore, cars produced by the companies in the last few years have ensure the number of seat belts in accordance of the number of seats. However, the strict laws of the countries regarding insurance claims in case of accidents have impacted the car companies as they have started focusing more on the passenger safety and have provided various facilities in the cars such as Automatic emergency Braking, Auto-steering, Rear Cross-Traffic alert and many others (Saxunova et al., 2018). Electric cars should focus on the ground of passenger safety to capture the market of Europe. The government of various countries of Europe has strict laws regarding the pollution test of the cars. Euro-6 standard of cars has made an emission rule of 0.06g/km in case of petrol NOx and 0.08g/km in case of diesel NOx (Gaudillat et al., 2017). This has impacted the automotive industry in the last few years as various car models have failed the test. Apart from that, the countries are more focusing on the production of the hybrid and the electric cars. Therefore, electric cars can be a handy option as it is environment friendly. 
Porter’s five forces analysis is highly effective to point out the competitive scenario of the market. It is based on five grounds, which are threat of new entrants, bargaining power of suppliers, bargaining power of buyers, threat of substitutes and competitive rivalry.
Volvo is a reputed company with a huge customer base. The company has a strong product differentiation and high capital investments (Bhatia, 2016). Apart from that, the company has a high productivity scale. Therefore, this threat is not so high for Volvo. 
Volvo has a decent base of suppliers and that is why the suppliers have a low control over the price (Onofre, 2018). Apart from that, the materials that the suppliers supply are standardised and have a low switching cost. Therefore, it is easy for the company to switch between the suppliers. Therefore, this threat is not so high for Volvo. 
The buyers of the European market are more inclined towards buying high mileage car at a low cost (Muratoğlu and Atay, 2016). Therefore, this threat is high for Volvo as there are various other alternatives in the market who offers better quality products at a cheaper rate. 
There are a large number of substitute products available in the market where Volvo operates. The cars are better in quality and also less expensive than the cars of Volvo (Zhao and Berlokko, 2017). Therefore, this is a major threat for Volvo. 
There are various other companies in the market where Volvo operates. In the European market, Volvo faces a tough competition from Lexus, Audi, Volkswagen and many others (Fathi and Ahmadian, 2016). All of them have a considerable amount of sales revenue in the continent. Therefore, this threat is very high for Volvo. 
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Figure 2: Porter’s five forces
(Source: Created by Onofre, 2018)
Customer retention is one of the major causes of success for any company. Therefore, a company needs to focus on the preferences of the customers. In order to overcome the threat of buyers’ bargaining power, Volvo can adopt various measures. The company can focus on innovation and product differentiation so that they can attract more buyers (Muratoğlu and Atay, 2016). Moreover, the company can emphasise on establishing brand loyalty so that they can keep the bargaining power of the buyers in check. Apart from that, the company can take the advantage of its economies of scale, can opt for the development of cost advantage, and can sell at lower price to the low-income buyers of the industry.
In order to overcome the threat of substitutes, Volvo can opt for offering better quality products at a low price as that will engage more customers. Apart from that, Volvo can launch electric cars in the market, as that will be a huge advantage for the company, as that will help them to have a great hold in the market (Zhao and Berlokko, 2017). This can also open a new market, as the product is unique and have the potential to attract more customers. 
In order to overcome competitive rivalry, Volvo can adopt certain measures such as they can opt for a market research of the products of the competitors and can identify the grounds where they need to capitalise on. However, launching of electric cars can be a handy option, as that will help them to compete with its competitors who are ruling the European market. As the electric cars are environment friendly and have a negligible carbon emission, so that will help them to pass the strict government laws over cars regarding environmental pollution (Fathi and Ahmadian, 2016). This will also help them to gain subsidy and backing from the government as many European countries are showing their alignment towards electric and hybrid cars. 
[bookmark: _Toc38557511]Porter’s diamond value network
Porter’s diamond value network essentially helped to ascertain the available opportunities of Volvo. This model is based on five grounds, which are firm strategy, structure and rivalry; factor condition; demand conditions; related and supporting industry; government and chance.
In some of the 	European countries, there is a high domestic rivalry so there exists a healthy competition among the companies and each of them tries to create innovative products to capture the market. For example, in England, there is a huge competition between BMW, Volkswagen, Audi and Porsche whereas in England, there is a tough domestic competition between Bentley, Rolls Royce, Jaguar and Aston Martin (Estevão et al., 2018). The domestic competition is also tough in Italy, Russia and in many other countries.
The factor conditions rely on the availability of natural, capital and the human resource. UK, Norway, Denmark and Belgium have a considerable amount of skilled labours whereas countries like France, Italy, Spain and Sweden have a strong economy that can be beneficial for automotive industry (Vidjak, 2019). 
The demand conditions include the demands of the customers as with increasing demand, the quality of the products also enhances. Germany, UK and Switzerland have a high demand of cars where Germany tops the list of car manufacturing in Europe (Sinkovics et al., 2018). 
In order to establish an automotive industry in a country, there should be an adequate number of related supporting industries. Germany, UK and Switzerland provide a decent of supplying industry and that results in the increase of the innovation of the automotive industry (Estevão et al., 2018). 
The government of countries like UK, Spain, Italy, and Germany encourages more and more companies to operate on their countries as it increases the competitiveness among them and it also impacts on the economy of the country (Vidjak, 2019). 
The chance segment implies the incidents that cannot be avoided. Russia is a place of higher chance of flood and drought, whereas Italy possesses a high chance of earthquake (Sinkovics et al., 2018). This causes a negative impact on the automotive industry. 
By analysing the Porters diamond value network, it can be said that it would be suitable for Volvo to launch their electric car in the UK. 
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Figure 3: Porter’s diamond value network
(Source: Created by Vidjak, 2019)
[bookmark: _Toc38557512]Conclusion
The introduction of electric car by Volvo can be one of the revolutionary ideas in the 21st century. In this report, a PESTLE analysis of Europe automotive industry has been done by judging the potential of the products in the European market and the factors have been assessed in details. The future changes have been mentioned by using Porter’s five forces and Porter’s diamond value network has been used for judging the gain of competitive advantage. 
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