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1. Introduction

This essay intends to explain the major forces shaping the business environment of the car industry and Volvo Cars. In this analysis will be describe how the electric car industry developed in recently years. In addition, this paper will determine the following changes that will materialize in future for Volvo Cars and the automotive industry. As the consumer needs to electric cars, will be discussing the approach of the production of electric cars and the actions that the automotive companies already made. 
To analyse the electric cars industry, this study will be assisted by the Porter’s Five forces framework and PESTEL environmental factors.  
Aside from the production and selling of electric cars, will be presented the opportunities of entrepreneurs and business executive have in developing new and emerging businesses. This paper will identify and asses these days businesses involved in global car industry and will look to the reasoning of unprofitable companies in the future. 
[bookmark: _GoBack]Recently, the Volvo Cars make public their goal to the marketing strategy that from 2019 will introduce for every car the electric motor.  This announcement it was one of the most important progress by any carmaker. After more than a century of internal combustion engine (ICE) as part of the cars, Volvo focus on their approach to introduce the electrification in the cars driving mechanism. According to Hakan Samuelsson, President and Chief Executive of Volvo “This is about customer, people increasingly demand electrified cars and we want to respond to our customers’ current and future needs. You can now pick and choose whichever electrified Volvo you wish”. 

2. PESTLE analysis applied to Volvo cars and automotive industry

PESTLE analysis as part of the general or contextual environment, “can be used to analyse the current and future environment as part of the strategic management process” (Worthington and Britton, 2015). The ‘PESTLE’ is the acronym from the factors as: Political, Economic, Socio-cultural, Technological, Legal, and Ethical influences.
The political environment can be represented by the political system and its institutions and processes. The governments can be recognized as the largest business organisation at national and local level by control within their activities, directly and indirectly, the business activity (Worthington and Britton, 2015). Governments proclaim that grown regulations as financial obligations, planning regulations, product liability, health and safety, employment obligations, environmental regulations are advantageous, protecting workers, consumers and environment (Morrison, 2011). 
The Political factors in automotive industry can be seen in the EU goals of CO2 reduction for 95 g CO2/km cap by 2020. These regulations force the Automotive Manufacturer to get some type of electrification (Mckinsey.com, 2014).
 Another EU state member is negotiating the aims to have 8-9 million Electric Vehicles (EVs) on road by 2020. This goal is supported by the national governments with tax break, subsidies amount and driving advantage stimulus. Norway offer a support of approximatively EUR 17,000 and in UK a single premium between 4000-7000 for cars discharge less than 75g/km (Mckinsey.com, 2014). In 2018 the global stock of electric cars was more than 5 million, a growth of 63 percent from 2017 (Iea.org, 2019). This aspect helps the consumers to afford the EVs easily. 

The economic environment can include the structure of companies and markets, a comparison of economic theory and practice, and the implication of the governments (Worthington and Britton, 2015).  Looking forward to EVs markets, we can see a growth in Europe for 24 percent from the global amount of EVs sold in 2018. There is a big competition for EVs companies in the European market. In United Kingdom the Volvo seven-seater hybrid has been “sold more then twice as expected, despite costing £13,000 more than the diesel version (Thetimes.co.uk, 2017).
Looking forward to Hakan Samuelsson the CEO of Volvo in 2017, and his declaration, the findings show that Volvo cars does not meet their goals that all car models to have an electric motor by 2019. According to Volvo V40 2019 car model pricelist in the United Kingdom, this model does not meet the company’ goal to have an electric vehicle by 2019 (Volvocars.com, 2019). 
According to his article, Landia (2018) says that the cost of the electric vehicle will put the consumers to purchase and not the carbon policy. 

The social, cultural and demographic environment affect the needs and supplies of the peoples and companies. These factors influence the type of the product, the markets where the product are sold and the price of the product or service (Worthington and Britton, 2015). 
In the Global EV Outlook 2019, the evolution of markets is demographically assigned, and the findings show that People’s Republic of China continue to be the world’s biggest EV market with almost 1.1 million cars sold in 2018 and 2.3 million units’ stock. In Europe, in 2018, the electric cars were expected to growth by 1.2 million units and in the United States 1.1 million units. Norway continue to be the global leader in 2018 with 46 percent of the market share followed by Iceland with 17 percent and Sweden at 8 percent (Iea.org,2019).  This fact shows the big demand for Nordic European countries peoples and the influence of the governments. 

Technological environment  
Technology can be defined as an “input and an output of business organisations” (Worthington and Britton, 2015). The investment in technology and innovations is the solution to success for the big enterprise and firms. 
Looking at the electric vehicle technological environment, it can be seen that the automotive industry went forward at a speed and implement many types of hybrid and full electric powertrain technologies.
There are four type of vehicles with electric motor (Mckinsey.com, 2014): 
· Hybrid electric vehicle (P) HEV – include the small electric motor and ICE (internal combustion engine) with the ICE primary propulsion.  This model of electric car has benefits as emission reduction and managing the existing fuel structure. Volvo cars use their T8 Twin Engine AWD Automatic Hybrid model on their cars. Hybrid car have a small battery which is charged by ICE.

· Range extended electric vehicle, REEV- this car model is distinctive with the small ICE generator for larger range than BEV. 

· Battery electric vehicle, BEV - this model is purely electric drive and has a big capacity battery, Li-ion technologies, short-medium range and when parked is charging from the grid. Some carmaker can be reminded as Tesla, Nissan, Renault. The technology of the Tesla batteries is small-format Li-Ion cells (18650) produced by Panasonic. The link between the companies showed a demand of 2 billion cells by 2018.

· Fuel cell electric vehicle FCEV – This type of electric vehicle has medium-high range, have a Hydrogen tank with pressure between 350 and 700 bar, fuel cell-based technology and an combined series of fuel cell system and electric drive.

The Legal Environment described that the businesses run within a set of law, which have an important role in multiple characteristics of their existence (Worthington and Britton, 2015).  The laws influence the organisation status, the relations between company and consumers and organisation’s supplier, which conduct to the internal procedures and activities. 
The internal policies of the electric car manufactured are complying with international laws (Mckinsey.com, 2014). 
Volvo Cars in United Kingdom take part of the international act of “Slavery and Human Trafficking Act” in which they look closer to the following human rights: 
· Non -discrimination and equal opportunities
· No children labour
· No forced labour
· Freedom of association and collective bargaining
· Health and safety for their employees (Sustainability | Volvo Car Group, 2019).





The ethical and ecological environment
The concept of acting for the people needs, their communities and natural environment became a important part of the business strategy (Worthington and Britton, 2015). This type of factor is adopted by the high-profile organisations. 
Volvo is a high-profile company that help then to sell their premium cars and make a ecological impact to the car industry market. Within their new entry car models try to sustain the European Union environmental laws. 
In the European Union, in 2018, a variety of laws and policy instruments were accepted. The common aspects of law are including in incentives support from many European country. The companies try to adopt the European Laws and make them public on their internet website. For example, Volvo was acting and announced very clearly their goals to electrification of their car fleet by 2025. Volvo cars will have 50 percent electric vehicles of their fleet by 2025 (Volvocars.com, 2019). 
  
3. Porter’s five forces applied to Volvo Cars and Automotive industry

The five forces explained by Porter’s model are: “current competition, potential competition, the threat of substitute products, the power of buyers and the power of suppliers” (Worthington and Britton, 2015). The importance of acting through the Porter’s five forces model for the firms in automotive industry is to make an research on their new opportunities and success in the markets and global environment. 
The current competition 
 In the competitive rivalry the successful companies are those which acting strategically and the opportunities to change the structure of the industry (Worthington and Britton, 2015). 
Looking at the automotive industry and in particular to the electric cars, it can be seen a competition between the carmakers. The numbers of major OEMs in the Mckinsey (2014) report are about 20 brands.  Volvo Cars with their distinctive announcement of introducing to all their car fleet the electrification, attempt to get closer to their consumers despite to their competitors. However, the price of the Volvo Cars is higher than their current competitors like Nissan, Renault, Toyota, this price sharing in the quality of the product. 
The current competition make a good approach to the purchasing of the electric cars as the price tend to fall. 

Threat of new entry
This force in automotive industry can be seen to the firms which are strong on their market position. “The degree of potential competition depends upon the existence and height of barriers to entry and exit” (Worthington and Britton, 2015).
The BetterPlace, a battery swapping company in automotive industry went to bankrupt (Mckinsey.com,2014).  This business model shows the barrier to entry for new business and the importance of technological development and the battery standards through all the carmakers. 


Threat of substitution

The increase of product differentiation and the good traded in the market conclude to the threat of substitution (Worthington and Britton, 2015). The benefits of this force in automotive industry is the diversification of the cars produced by the range of many carmakers. Few years ago, the leading hybrid cars was Toyota. The full electric cars leading company is Tesla (Thetimes.co.uk, 2017).

The buyer’s power
The competition between the buyer have a big impact on industry. The markets fluctuate from many buyers in the case of retail markets, small number of buyers in the car and parts manufacturers, and markets where is just one buyer (Worthington and Britton, 2015). 
The buyer power in the car industry is medium-high within 5.1 million cars sold in 2018.
The supplier’s power
The nature of the product which is supplied to industry it is” likely to be extremely important in certain markets” (Worthington and Britton, 2015).  

4. Conclusion
 The car industry in recent years has a major changing in development based on the new technologies, laws, consumer needs and to improve environmental issues. 
The PESTLE analysis for automotive industry is part of the strategic management process. The political environment pressure the car’s industry to reduce the CO2 emission and help the buyer’s whit tax reduction and offer an incentive when buying electric motor-based vehicles. It can be seen, through the economic environment that Europe electric cars markets it is growing year by year. In 2018 the result of increase was 24 percent. Volvo Cars cannot achieve their goal to have by 2019 all the car model electrification. The Volvo V40 is model which is produced only with petrol and diesel engine. In the social, cultural and demographic environment shows that People’s Republic of China is the biggest market in the World. After the findings in the Evolution Mckinsey (2014) report, can be seen that Norway is the leading country of electric cars sold.
From the technological aspects it can be seen the present electric cars models as (P)HEV, REEV, BEV, FCEV. Legal environment shows a big impact with the battery standards, and the Volvo Cars “Slavery and Human Trafficking Act”.
Ethical and ecological environment indicate that the car industry focusing on the costumer needs and face the new environmental regulations.
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