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[bookmark: _Toc40654326]Introduction
This report provide analysis of the business environment in which electric vehicle industry operates. Factors, shaping this environment, provide threats and opportunities causing constant changes in the industry’s direction. Although the market share of the EV’s is still just at 3,3% of the total new car sales (Statista, 2020), it is a promising beginning of the deployment of sustainable infrastructure and reducing the environmental impact of the transport in Europe. For the last few decades the increasing demand for reducing the greenhouse gas emissions has led Europe to reconsider the need for stable policies and charging infrastructure improvements that support the electric vehicles industry. 


[bookmark: _Toc40654327]PESTEL Analysis

[bookmark: _Toc40654328]Political factors 
The basic external factors that affect the electric vehicles industry are related to the actions taken by governments to support the adoption of the industry, such as providing benefits to both customers and manufacturers and establishing strict regulations about the ICEVs. Many governments across Europe encourage the growth of the electric vehicles industry, providing subsidies, incentive schemes, loans and tax exemptions to manufacturers and potential buyers. Some of the incentives already laid down involve one-time grants, exempts or reductions on the toll and parking fees, road taxes and access to bus and taxi lanes. Countries like Belgium, Latvia, Hungary, Portugal and the Netherlands offer full exemptions of the registration tax and Finland and Denmark – a limited reduction of the tax. (European Environment Agency, 2016, p.60) European governments take the initiative to establish emission regulations and restrictions for traditional internal combustion engines. Some European cities are planning to ban   diesel cars entirely, while others are limiting the access of these types of vehicles to city centres. (Wappelhorst, 2020, p.8) To make the EV industry more attractive and to provide alternate solutions to the customers, European governments are investing in charging stations and parking spots, specially provided for the EV owners. The number of charging stations in Europe has raised to 170,000 in 2019. (Statista, 2020) Another part of the incentives includes one-time grants, exempts or reductions on the toll and parking fees, road taxes and access to bus and taxi lanes.

[bookmark: _Toc40654329]Economic factors 
The external variables are linked to the overall economic condition of the automobile industry. Economic instability could be a threat for the automotive industry as it could lead to a decrease in the demand of luxury goods, this including new vehicles, drawing a parallel to what has happened in 2008, with the economic crisis causing a drastic decline in car sales. The industry itself is a well-known marker for the wellbeing of a country’s or even global economy and lowering numbers in manufacturing and sales are often accompanied by a downward slope in the wide economic picture. A potential growth of the economic would have a positive impact on the electric vehicles industry, increasing the investments in electric vehicle development. Among the economic factors is the decreasing price of the batteries that makes EV’s more affordable, reducing the total cost of ownership and causing the penetration decline of the internal combustion engines vehicles. (Deloitte, 2019, p.4)


[bookmark: _Toc40654330]Social factors 
The social variables that could be unfavourable for the industry, despite the governments initiatives to encourage the adoption of the EV’s industry, are the customers’ concerns about costs, time for charging, driving range and the insufficient infrastructure. Customers’ decisions are often driven by the cost of ownership. The total cost of the electric cars is up to EUR 10 000 higher compared to the cost of the traditional ICE’s (Hacker et al., 2015, p.29) A key point in the customers’ refusal to switch between conventional and electric cars is their adaptation to the ICEV’s capability to deal with distance and the common availability of fuel supply.  The limited distance range and the lack of charging infrastructure are determining the main uncertainty among buyers. (Deloitte, 2019, p.6) Although governments have already taken actions in improving the charging infrastructure, the number of charging points is still not adequate to change drivers’ minds. A favourable aspect in consumer behaviour is the willingness to reduce their carbon footprint, resulting in more sustainable choices regarding alternate transport options. The incentives provided by some of the European governments may also have a positive impact on buyers’ decisions. 

[bookmark: _Toc40654331]Technological factors
The main technological forces that shape the business environment of the EV’s industry concern the most problematic component – the electric vehicle battery, regarding to its weight, limited driving range, power capacity, and price. There is a need for more technological advancements and lowering the cost to enlarge the demand for these vehicles. Recent forecasts indicate that EV battery pack prices could drop below $100 / kWh by 2030. Further investments in expanding the range of charging opportunities could also help the growth of the EV industry. (McKinsey, 2017, p.10) The EU has developed a program, which has invested in various initiatives to support the development and the renovation of transport infrastructure across the continent, including the deployment of 115 fast charging stations on central roads, which allow long-distance driving and encourage more sustainable transport. (European Environment Agency, 2016, p.35)

[bookmark: _Toc40654332]Environmental factors
As the issues of climate change, air pollution, environment, are dramatically growing, with transport being responsible for a quarter of the greenhouse gas emissions in Europe, this is an opportunity for the electric car industry to further grow. Through their lifetime electric cars are much cleaner than conventional vehicles. According to the Internal Council on Clean Transportation (2018, p.11), an average electric car is responsible for just half of the GHG emissions of a typical internal combustion engine vehicle. In countries, such as Norway and France, EV’s generates a third of the pollution, produced by an ICEV. This results in governments reinforcing their objectives to promote electric vehicles as a key element of their emissions reduction strategies. The use of renewable energy sources in Europe would also increase the benefits of the electric vehicles.

[bookmark: _Toc40654333]Legal factors 
The legal factors related to the electric automotive industry comprise of legislations, rules and regulations, proposed by the European entities, which the industry should meet. Some of the regulations regarding  combustion vehicles could be an opportunity for the electric car industry, such as the White Paper on Transport of the EU Commission, which represents the goal to halve the use of traditional internal combustion engines in urban transport by 2030 and process them out of major cities before 2050.
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[bookmark: _Toc40654335]Threat of new entrants 
The barrier to entry for new players in the EV industry is quite high. With very high costs of infrastructure, insufficient manpower in the research and development field, and the current manufacturers having established strong brands and customer loyalty, chances for start-ups or companies who want to enter this industry will most certainly face difficulties, unless a breakthrough technology is created, which will lower the costs of all the stated above. For the moment, the large industry conglomerates such as BMW, VAG group, Ford, General Motors and Mercedes-Benz are the companies, which can allocate these resources in order to branch out in to the EV segment. Also, now, the market leader Tesla motors is the only company which business is based around electric vehicles and it is currently the only one making significant profits from the production of EVs. Nevertheless, the number of new entrants, attracted by the industry, pose a significant threat to the current situation, considered combined their market share would be the largest. (Deloitte, 2019, p.10)


[bookmark: _Toc40654336]Competitive Rivalry 
The force of the competitive rivalry is high, with the main manufacturers facing growing competition. Most of the manufacturers are directing their efforts towards EV industry and the flow of new entrants, seeing the potential in this field makes the number of competitors unacceptable. The industry’s capacity is likely to overweight customer demand, setting up a gap between supply and demand. As Deloitte (2019) estimates it is possible that some of the existing manufacturers might be out of the business by 2030, whereas other start-ups are unlikely to succeed. To build competitive advantages manufacturers need to address their investments toward innovative technology, research and development, to reconsider potential partnerships with local battery suppliers, or even develop in-house manufacturing. Another key element is the establishment of a business strategy that meets the evolving needs of the customers.  


[bookmark: _Toc40654337]Bargaining Power of Buyers 
Although the consumers’ concerns about the environmental problems and the demand for alternative transport are rising, still the number of those ready to adopt an EV is not sufficient. The intensive competitiveness and numerous new manufacturers provide wide selection to the buyers, thus maximizing their power. The expected gap between supply and demand also illustrates buyers’ advantage over the industry. Main barriers standing in front of the potential customers remain the premium cost and the limited distance range. Advancing the battery, improving its efficiency and extending the driving range would eliminate most of the buyers’ concerns, thus lowering the extent of their power.

[bookmark: _Toc40654338]Bargaining Power of Suppliers
The increased production in the electric vehicles industry has resulted in a high level of growth in the EV’s battery industry, with three prevailing suppliers – China, Japan and Korea. In 2018, only 1 percent of the battery packs are provided by European suppliers. (McKinsey, 2019) The complexity and high cost of transportation of the batteries requires their production to be close to the vehicles manufacturing premises. Though, mass production is concentrated in Asia. Consequently, the electric cars manufacturers in Europe will depend heavily on the Asian battery suppliers and need to effectively guarantee supplying by signing long-term contracts with them, to create favourable supply chain. (Deloitte, 2019, p.14) These relationships with the suppliers defines the moderate extent of the force.

[bookmark: _Toc40654339]Threat of Substitute 
[bookmark: OLE_LINK1][bookmark: OLE_LINK2]Many options exist regarding transport, but still the internal combustion engine vehicles are the most preferred. Conventional cars are the basic threat for electric vehicles, offering lower purchase price, wide range of models, unlimited distance range and certainty about performance on the road, that better cover customers’ expectations. However, even strengthening the improvements in fuel economy they would not meet the evolving preferences of customers and the government targets in reducing the greenhouse gas emissions, which would give an advantage to the electric cars over the traditional vehicles. 

[bookmark: _Toc40654340]Conclusion
Nowadays, what makes the electric vehicle industry more attractive is firstly, the governments initiatives to foster the industry’s adoption, tighter restrictions towards  internal combustion engine cars and secondly, customers are becoming more informed about the benefits that electric cars provide and are more likely to change  their perception and  take  a conscious decision, reconsidering the option for an EV adoption. ICEV’s manufacturers see the potential of and the growing possibilities in the industry and are focusing their investments in this field increasing competition, but with the introduction of new start-ups who are bound to bring new ideas and technology to the table, the industry is set to be very innovation driven, which will surely be greatly beneficial to the end customer, environment, and mostly to the business as a whole.
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