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Introduction:
The business environment is always considered to be dynamic. Those who do not adapt to the dynamic and changing environment are always wiped out of the market. In the automotive industry, cars are considered to be a source of pollution. Now buyers are shifting from gasoline-based cars to electrified cars not only because of the obligation which they have towards the environment but also because of the technology and features which the cars have. 
On the other hand, governments, of different countries, are giving incentives to those who are buying electrified cars. This clearly illustrates a change in the priorities and policy making of government for the sake of promoting environment-friendly cars. More importantly, people are adapting to these changes. Volvo is the main player, of the automotive industry, has identified customer demand due to which they are changing their priorities according to customer needs and governmental policies. In this assessment, we will use different academic frameworks to identify major changes in the business environment, the impact of changes on an organization, and its value chain. All of our analyses and assessment will be with respect to the automotive industry. For the ease of analysis, one can divide the assessment into two sections: External forces and new opportunities. 







External Forces:
The business environment of every industry is influenced by 6 factors. The same goes for the automotive industry. With the help of PESTLE analysis, I’ll try to identify forces that impact this business.
PESTLE Analysis
Political:
As we all know that political factors are considered to be those factors that are considered to be part of systematic risk. No one can minimize this type of risk. In the case of the automotive industry and its electric cars, the government is providing stimulus to promote EV across Europe; stimulus includes benefits, subsidies, infrastructure for EV, and tax incentives. Freyssenet, (2011) mentioned the political forces which are supporting the initiative of the automotive industry because they want to reduce the carbon emissions but due to such policies the other cars which use petrol or gas are being discouraged. 
This policy is also impacting the sales of the automotive industry. Companies are trying to cope up with this policy by introducing electric cars in their portfolio, but they have to keep one thing in their mind which is the quality of EV, and their carbon emission levels. If the latter is not controlled with the help of EV then the government can impose heavy penalties on companies because of poor quality of EVs. (Chanaron & Teske, 2007)
Economic:
In the automotive industry, energy consumption, cost of electric vehicles, and related costs are considered to be vital. Bennett and Klug, (2012) argued that new technologies and infrastructure with respect to EV are also important. In 2013, the production of EV doubled as compared to that of 2012. While the cost of batteries is also decreasing because of large economies of scale. This cost reduction can be a driving factor because EV’s are highly dependent on batteries. The infrastructure of EV charging is also an important factor because without building infrastructure EV’s won’t be able to achieve its maximum growth. 
Social: 
In the automotive industry social factors are also vital because the trend in buying habits of people is decisive. These trends and benefits depend on the environmental concerns of the buyer. Moreover, obligation towards society is vital in this case, said (Chan et.al 2007). The automotive industry must start a campaign that will create awareness amongst the buyers and the campaign must act as a myth buster. 
Technological:
The charging stations, battery size, and the timing of the battery are also important. More sustainable and economical batteries are required. The cost, range, and capacity of battery are considered as a bottleneck argued (Christensen, 2011). 
Legal and Environmental:
Legal and environmental aspect is almost overlapping in the automotive industry because the legal factors are considered to be related to environmental obligations said (Bennett and O’Kane, 2006). Such obligations are related to the reduction in carbon emissions because of the usage of fossil fuel results in high carbon emissions. Almost every country of Europe is trying to reduce carbon emissions to 50% by 2035. The legal framework also evolves around restricting this carbon emission rate. The governments are drafting laws to protect the environment. Longo et. al, (2015) in their research paper, showed the spread of EVs throughout Europe and the USA. Moreover, they highlighted all that each state has its own regulations for EVs.

Porter’s five forces
This model is a strategic management tool that determines the impact of competitive rivalry, bargaining power of buyers and suppliers, the threat of substitutes, and the threat of new entrants. Now we will try to apply this model on the automotive industry.
1. Competitive rivalry (High)
2. Bargaining power of buyer (Moderate)
3. Bargaining power of supplier (Low)
4. Threat of substitutes (Low)
5. Threats of new entrants (Low) 
Competitive rivalry 
In the electric vehicle segment of the automotive industry, the competitive rivalry between the different companies is very high. The number of firms operating in this industry is very few and the market is in the condition of oligopoly. Moreover, the aggressiveness of innovation, a fast-changing environment makes it even more competitive argued (Forrest et. al 2016). Low cost versus high-value EVs also adds up to tough conditions. Moreover, companies like Volvo, Tesla, and Toyota consider this competitive rivalry as their strategic management priority. 
Bargaining power of buyer
The cost of switching is very low because there are different companies that are offering the same types of electric cars. Musonera and Cagle (2019) stated in their study that the substitutes of EVs are only fuel-based cars that do not add much to the bargaining power of the customer because the use of fuel-based cars is being discouraged and in the near future the use of such cars will be reduced. Hooftman et. al, (2016) mentioned that volume of cars in which a buyer purchase is not big in number which also reduces the influence of buyers on the automotive industry. Thus, one can conclude that the bargaining power of buyers in the case of the EV segment of the automotive industry is moderate. The moderate level of buyer’s power does not impact the industry up to a higher extent.  
Bargaining power of supplier
The bargaining power of suppliers depends on the supplier’s size, supply level and ability to forward integration. In the case of the automotive industry and its EV segment, the ability of suppliers to forward integration is very low because the suppliers themselves have limited control over the distribution network. Moreover, some suppliers also use third parties to deliver their products to automotive companies. Uzwyshyn and Ray, (2012) mentioned that in US automotive industry suppliers do not have a high level of influence on the companies because of their moderate size. Therefore, the bargaining power of suppliers is considered low.
Threat of substitutes
In the case of substitutes, the switching cost is considered to be vital. In the automotive industry, the switching cost is low which enables the customers to switch to public transportation but in the case of fuel-based cars switching cost is high argued (Kampker et. al, 2014). But public transportation is not much convenient as private cars and fuel-based private cars are not considered to be a priority of the governmental policies. In the near future, there is a probability that no new technology will be introduced until electric cars are matured in their product life cycle thus the substitutes are low.
Threats of new entrants
The threat of new entrants is considered to be minimal because of the level of initial investment, brand image, and economies of scale restricts new firms to enter this market. Moreover, safety and environmental regulation frameworks are considered to be a major entry barrier. All of the operating companies are considered to be well established which makes it difficult to enter this industry.

Organizational changes
Firms that are flexible and adaptable in nature quickly adapt to the market environment. In the last decade, the automotive industry has become innovative driven. Electric cars have changed the buying patterns and trends of customers. Moreover, environmental concerns and governmental policies have restricted the companies to work on environment-friendly solutions. 
Reasons for these changes
Demand dynamics
The most important thing which has brought a change in the organization is considered to be the demand for electric cars. Not all vehicles have the same characteristics and not all the customers value in every electric car. So, companies have to develop their product in such a way that it stands out and customers value them. Demand is directly dependent on the features of the car: likewise, battery charging time, how much distance will the cover after charging. The target market of a specific product determines its specifications. A report published by International Economic Development, titled Analysis of Electric Vehicle Industry mentioned that tax incentives for the purchase of electric cars, infrastructure for EVs, R&D, and supply chain are major factors that derive demand.  (Analysis of the Electric Vehicle Industry, 2013.)
Market conditions
In this case market growth, customer preferences, the value of innovative products are forces that influence market dynamics, and the related companies have to see these market changes and convey them to the management. Latter then decides either to adapt the market changes or not. 
Technological evolution and innovation
Transportation sector has evolved in the past decade because of technological evolution and innovation in the transportation sector. Hydrogen and electric cars have changed the dimensions of the transportation industry. The traditional cars use more energy and petrol and produce a high level of carbon emission was highlighted in the report of International Economic Development, titled Analysis of Electric Vehicle Industry. The government is highly spending to control the pollution which is being emitted by cars. This paradigm shift from conventional cars to electronic cars are just because of customer priorities. This shift has initiated behavioral change amongst the buyers and has disrupted the transportation industry. Parry and Roehrich, (2013) in their highly cited research paper mentioned the technology and its impact on the following stakeholders of the automotive industry and also showed results that afterward how the industry evolves. 
· Automakers
Companies have started investing highly in building divisions that are capable of manufacturing and developing electric cars. A significant portion of the annual budget is being allocated to R&D. In the future, automotive is being considered as a computer running on a wheel. 
· Dealers
Dealers themselves have to change their mindset and have to learn how to sell and maintain traditional and electric vehicles. A report titled electric vehicle – disruptor of the automotive system identified that electric cars are completely different from traditional cars and so is their repair and maintenance. 
· Suppliers 
Appropriate level of adaptability and initiative will make the suppliers to survive. 
· Customers 
Incentives and subsidies have changed the preferences and buying patterns of customers. Switching cost is low because of growth in electric charging infrastructure. Moreover, the driving experience of electric vehicles is also unique which a customer cannot refuse to avail.
· Government
Government is trying to restrict carbon emissions and therefore the policy making is electric car vehicle friendly. In the future, more incentives and privileges will be given to individuals and companies who are using and manufacturing electric cars. 
[bookmark: _GoBack]Conclusion part -1 
With the help of PESTLE analysis and Porter’s 5 forces, one can conclude that political policies are in favor electric segment of automotive industry because the governments want to restrict carbon emissions. Moreover, government is providing tax incentives and subsidies to promote environment friendly transportation by motivating citizens through these incentives. On the other side, business environment is very competitive because the industry is tech based. In tech-based companies the dynamics of change depends on innovative solutions and those who provide innovative solutions achieve competitive advantage. Moreover, the influence of external forces like supplier, buyers and substitutes are comparatively low which makes it easier to survive against these forces.
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