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[bookmark: _Toc38763651]1. Introduction
Every business organisation is surrounded by different internal and external factors which affect the functioning and operation of the organisation which are regarded as business environmental factors (D'Amico, Coluccia, Fontana and Solimene, 2014). Since the influence of thee environmental factors have been significant for organisations, companies in different sectors are highly conscious regarding these environmental factors (Baron, 2013). This report has been prepared highlighting the business environment in the car manufacturing industry in the global context. In this regard, the internal business environment, external business environment and competitive environment of a car manufacturing company have been discussed in this paper in the global context from the perspective of Volvo Cars which is one of the leading heavy truck and passenger vehicle manufacturer in the world.

[bookmark: _Toc38763652]2. Major factors shaping the business environment of the car manufacturing industry in the global context.
The term ‘Business environment’ has been defined by Worthington, Britton and Thompson (2018) as “Business environment signifies all the internal and external factors which have potential impacts on the functioning of the business organisations in a particular industry; the impact can be either direct or indirect”. Since a business organisation is surrounded by these environmental factors and every action of the business is affected by these factors, the business environment is one of the key concerns for the companies (D'Amico, Coluccia, Fontana and Solimene, 2014). Following Baron (2013), the business environment can be divided into two categories namely internal business environment or microenvironment or external business environment or macro-environment. The internal business environment or microenvironment signifies the organisational factors which remain within the business organisation and hence influence the functioning of the organisations' such as employees, suppliers, managers etc. (D'Amico, Coluccia, Fontana and Solimene, 2014). The business organisations have certain control over the internal factors of the business environment and therefore, the effects of such environmental factors can be controlled by the organisation (Worthington, Britton and Thompson, 2018). On the other hand, the external business environment or macro-environment signifies different external factors which are beyond the control of an organisation and affects the functioning of the organisation. Since the organisations cannot control the components of the external business environment, they cannot control the effects of changes in these factors and so organisations are required to make decisions and strategies carefully considering the external environmental factors and changes to such factors (Meiners, Ringleb and Edwards, 2018).
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[bookmark: _Toc38765988]Figure 1: The Business Environment
Source: (Baron, 2013)
[bookmark: _Toc38763653]2.1 Internal Business Environment of Volvo
It has been mentioned earlier that the internal business environment affects the business functions remaining within the organisations and so the organisations have control on the internal environmental factors. The internal business environment of the global car manufacturing industry can be analysed using the Value Chain Analysis provided by Michael Porter.
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[bookmark: _Toc38765989]Figure 2: Value Chain Analysis Model
Source: (Worthington, Britton and Thompson, 2018)
Inbound logistics: This component of the model is involved with the processes associated with receiving storing and distributing operational inputs which mean the raw materials (Baron, 2013). Volvo Cars have a total of 16 production plants and a total number of 51,000 suppliers from all over the world supply different parts required for production (Investors, 2020). In the supply system, the company holds all the controlling power.
Operations: These denote to the process involved with transforming the input products into the output or final products by the company (Baron, 2013). Volvo manufactures certain parts of their cars in their production plants and collects some parts from the supplier and therefore assembles these parts in the assembly production plants (GUPTA and Agrawal, 2018). In the operational process, Volvo follows the Just in Time (JIT) and low inventory on hand methods.
Outbound logistics: This component of the model is involved with delivering the final products to the customers (Worthington, Britton and Thompson, 2018). The company sold a total of 705,452 cars in 2019 which is a 9.8% increase than that of 2018 (Volvo Cars, 2020). The market of the company is expanded all over the world among which the major markets of Volvo Cars are China, U.S., Sweden, UK, Germany, Belgium, Italy, France, Japan and Netherlands (Volvo Cars, 2020). 
Marketing and sales: This include the activities that an organisation undertakes to persuade its customers to purchase its products instead of its competitors (Baron, 2013). In general, Volvo markets its products through the dealership but in 2014 the company undertook a new marketing strategy named as the ‘Volvo Way To Market’ focusing on four core areas which are digital leadership – digital commerce, an industry-leading configurator, an industry-leading website etc. marketing tools – Motor shows, advertising, sponsorship etc., dealership and service (Volvo Cars, 2020).
Service: Volvo offers an integrated after-sale service with all of its products throughout a huge number of service centres around the world.
[bookmark: _Toc38763654]2.2 External Business Environment of Volvo
The external business environment is constituted by different external factors on which organisations do not have much control and hence it has more effect on the organisational operations (D'Amico, Coluccia, Fontana and Solimene, 2014). The external business environment can be analysed using the PESTEL analysis model comprising of six environmental factors including political, economic, social, technological, environmental and legal factors (Saleem Shaikh., 2015).
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[bookmark: _Toc38765990]Figure 3: PESTEL Analysis Model
Source: (Worthington, Britton and Thompson, 2018)
The automobile industry, in the global context, is a multi-billion industry with a very high competition where many brands are competing for market share (Winton, 2019). The industry was founded in the 19th century and since then with the increasing demand the industry has grown at a very fast pace (Utermohlen, 2018). Some of the major shareholders of the automobile industry are Toyota Motor Corporation, Volkswagen Group, Honda Motor Company, Daimler AG, BMW Group and so on (Winton, 2019).
Political factors: For the automobile industry, political factors play a significant role and directly influence the profitability of the organisations (Saleem Shaikh., 2015). All over the world, the government are making policies for automobile companies favouring low emission vehicles (Sharma, 2017). Again, taxes are increased in almost every country regarding purchasing luxury cars and fuel guzzlers (Bharadwaj, 2018). Moreover, since the demand for low emission vehicles has increased governments in different countries such as the UK and other EU countries are providing grants and subsidiary for companies making eco-friendly or low emission vehicle (GUPTA and Agrawal, 2018). In this regard, the trends of manufacturing electric vehicles have increased and now many of the organisations such as Volvo, Tesla, Toyota, Honda are focusing on producing electric vehicles (EV) (Winton, 2019).
Economic: The automobile market has become one of the key contributors to the economy of many developed countries (Towers-Clark, 2020). Most of the automobile brands have most of its market shares in the developed countries than that of the developing and under-developed countries (Sharma, 2017). Since the economic condition in developing and underdeveloped countries is not much favourable and the average income of people is not much high and hence people cannot generally afford cars (Winton, 2019). Since cars are not considered as necessities in many cultures, therefore, the sale of this product decreases significantly with any sort of economic downfall which could have been observed during the recent economic crisis.
Social: The automobile industry is highly influenced by different socio-cultural factors around the world (GUPTA and Agrawal, 2018). For instance, in certain markets, the demand for sedan cars may be higher while in other markets the demand for SUVs is higher. Again, the demand for cars is influenced by the age range of users as well (Joshi, 2019). For instance, among the young generations’ sports cars are preferable whilst older people prefer cars which are cost-effective and provides more security. Again, the preferences of the customers regarding the colour, cost-effectiveness, security issues and other aspects vary from one culture to another and therefore car manufacturers are required to produce cars for different markets considering the preferences of their targeted customers (Bharadwaj, 2018). 
Technological: The most significant determinant of market share for companies operating in the automobile industry is technology and innovation (Towers-Clark, 2020). The major organisations operating in this industry are therefore investing a huge amount in their research and development programs (Sharma, 2017). For instance, organisations like Toyota, Ford, Hyundai and so on are trying to produce vehicles with low emissions since the world is becoming more conscious about the environment (GUPTA and Agrawal, 2018). In this regard, the organisations are planning to launch electric vehicles in the market. Organisations like Tesla have produced fully electric vehicle and many organisations like Toyota, Honda, BMW are now producing vehicles run by both electricity and fuel known as Hybrid Vehicles (HV) (Towers-Clark, 2020). Moreover, Toyota and many other companies are planning to launch self-driven vehicles in the market.
Environmental: Both the governments of different countries and international communities are being highly concerned regarding the increased pollution around the world and therefore adopted several environmental legislations enforced for business organisations to reduce the amount of pollution through their operation (Meiners, Ringleb and Edwards, 2018). In this regard, organisations have started to produce low emission vehicles even some organisations such as Tesco have announced to stop manufacturing cars run by fuels only (Joshi, 2019). Moreover, governments in most of the European countries are providing subsidiary to those organisations manufacturing environmental vehicles (Towers-Clark, 2020). 
Legal: Law is another determinant and influential factor for organisations operating in different industries as organisations have to comply with different legislations enforced by the government while operating business (Meiners, Ringleb and Edwards, 2018). Different types of legislations are associated with operating business such as employment law, labour Act etc. and in every stage from the inception to termination of the company, it has to comply with these laws and regulations and different factors such as tax rates, minimum wage rates and so on are determined by the law (Joshi, 2019).
[bookmark: _Toc38763655]2.3 Competitive Environment of Volvo
The competitive environment of an organisation comprises of the factors which determine and influences the competition in the marketplace for that organisation (Saleem Shaikh., 2015). The competitive analysis of Volvo can be analysed using Porter’s Five forces model.
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[bookmark: _Toc38765991]Figure 4: Porter’s Five Forces Model
Source: (Worthington, Britton and Thompson, 2018)
Threats of new entrants: Due to the excessive level of investment required in the automobile sector to enter in the automobile manufacturing industry, there remains a low threat of new entrants (Winton, 2019). Apart from that, there are a sufficient number of automobile providers in the marketplace against the demand of the customers and so entering the business as a new competitor will not be much profitable. 
Threats of Substitutes: There is no close substitute for cars and trucks till now which can meet the demand for this product (Lampón and Lago-Peñas, 2013). Hereby, it is worth noting that the electric vehicle is a substitution for the fuel-consuming engine but not for the vehicle (Winton, 2019). The substitution of the eco-friendly engine using electric engine has been already made by Volvo which has increased its acceptance. Therefore, the threats of substitution for Volvo’s products are very low.
Bargaining power of the buyers: Due to the existence of many competitors providing similar products and services in the market, including BMW, Audi, Mercedes Benz, Toyota Motor Corporation, Volkswagen, Honda Motors, Hyundai Motors etc. the buyers of Volvo have so many choices (Utermohlen, 2018). On the other hand, the cost of substitution for such products is very high and so the bargaining power of the buyers is moderate in this industry.
Bargaining power of the suppliers: In the automobile industry there exists a lot of suppliers to supply the required parts for the companies and the demand for the products is not directly associated with its suppliers. Following Lampón and Lago-Peñas (2013), “The speciality of the suppliers in this industry is something which neutralises the dominance of the company” and therefore, the bargaining power of the supplier in this industry is moderate. 
Rivalry among the competitors: Volvo produces in two categories namely heavy truck and passenger vehicle and there are lots of competitors in the market (Volvo Cars, 2020). The competitors of Volvo in terms of the heavy truck are FAW, Daimler, Dongfeng and Tata whilst the competitors for passenger vehicles are BMW, Audi, Toyota, Honda etc. (Utermohlen, 2018). Due to the existence of many competitors in the market providing similar products and services, the rivalry among the competitors is very high.
[bookmark: _Toc38763656]3. Changes which may take place in the car manufacturing industry in the near future
With the advancement of technology and innovation, the automobile industry is tending to have several changes which can be game-changing factors for many organisations (Towers-Clark, 2020). Many organisations are trialling many new trends in their vehicles. There has been a competition among every organisation in this industry to provide the maximum service within lowest-possible costs (Joshi, 2019). Moreover, organisations are adopting Artificial Intelligence (AI) in operating many functions of the vehicles (Winton, 2019). The companies are trying to manufacture fully automated vehicles which can be operated using AI systems. Another major change in technology in this sector is that companies like Toyota, Tesla are trying to manufacture self-driven vehicles which can be a game-changer in the near future for the automobile industry (Joshi, 2019).


[bookmark: _Toc38763657]4. Conclusion
The business environment of the automobile industry has faced significant changes from the time of its inceptions due to the changes in different environmental factors (Towers-Clark, 2020). The factor which has affected the automobile industry most lately is technology and innovation which has taken the industry to another level. Since technology is constantly advancing, the industry will face several changes in the near future and the other factors will also have potential impacts on the companies. Therefore, the organisation must make strategies considering the changes in these factors.
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