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EV (electric vehicle) refers to the vehicles that use electric motors instead of internal combustion engine. For the primary source of propulsion, EVs make use of electric motors. This report will be based on the case study called “Electric vehicles in Europe: gearing up for a new phase?” and on Volvo cars. This report aims to highlight the factors that contribute towards making the business environment favourable for electric car manufacturing organisations. The changes that the industry has experienced in the last few years will be focused on. This report will take an attempt to critically assess the business environment and the organisational performance to identify the factors that may demand change in the business procedures. This report will further discuss the factors that encourage the car making companies to engage in producing electric cars. 
[bookmark: _Toc45398229]Car Manufacturing Industry in the world
The list of business organisations associated with the automobile industry is quite long. These organisations generally engage in designing, developing, manufacturing and hence selling the finished products (Littrell, 2016). Most of the economically under developed nations have been developing with time. This has enhanced the demand of cars in the market. The competitiveness within the automobile industry is increasing drastically. These vehicles are held responsible for the carbon emission that impacts the environment in a severely negative way. Electric cars on the other hand run on electricity and do not create pollution either. The benefits associated with electric cars have enhanced the demand of these vehicles in the market. 
EV has attracted both the customers as well as the manufacturers. The low cost maintenance and the concern for the environment has enhanced the demand of these cars in the market. Further, different states have taken necessary steps to control the aspect of carbon emission from cars. This aspect has provided the car manufacturing organisations with a reason to work on EV. EV is considered to be a significant evolution in the automobile manufacturing industry. 
[bookmark: _Toc45398230]Volvo Cars
Volvo Cars has been associated with automobile manufacturing industry for over 93 years now (Bianco, 2018). The company serves all around the globe and engages in manufacturing luxury cars. This organisation has recently announced that they are considering electrification of cars to be a significant part of their business strategy. Further, they assured that all the cars that they launch post 2019 will have electric motors instead of ICE. It is quite evident that car makers are getting driven by the concept of electrification of cars. 
[bookmark: _Toc45398231]PESTEL Analysis 
Business environment factors contribute towards the functioning of a business organisation. The external business factors are not under the organisation’s control and hence the companies operating under this business environment must identify the factors that impact the organisational performance. The business strategy that will be developed by these organisations will be based on these factors to ensure that the company does not get impacted by these uncertainties in the future. PESTEL analysis is an effective tool that contributes towards identifying these external business factors successfully. PESTEL analysis for car manufacturing industry has been mentioned as follows:
	Political factors
	Political factors refer to the factors refer to government policies that may impact the business procedure. The two aspects associated with the automobile manufacturing industry that the government intervenes are emission policies and safety regulations (Hall, 2017). The government in every state focuses on the safety regulations associated with automobiles. Safety standards for electric cars need to match these regulation standards to ensure that customer’s safety has been focused on. 
The environmental consequences that are caused due to the emissions from the cars are another significant aspect that the politicians focus on. The car manufacturing organisations focus on implementing systems that help to control the emissions appropriately. 

	Economic factors
	The economic factors refer to the economic condition and the impact that the concerned field of industry has on the economy of the state where it operates. Economic factors refer to rate of employment, rate of interest, currency exchange rates and rate of raw materials. The world economy has been impacted by the pandemic situation. Most of the nations have become economically established which increases the demand of vehicles in that region.
The growing demand of motor vehicles makes the industry highly profitable for the participants. It has been observed that the demand of EV has increased and the high price range of these products has not impacted the rising demand of electric automobiles.

	Social factors
	Social factors refer to the emerging trends in the market. The customer’s requirements can be easily identified by assessing the social factors associated with the product or services. The trend of driving cars has contributed towards establishing a social status. Further owning a car helps to establish a social status as well. The increasing rate of fuel has restricted a number of people from investing on automobiles (Muratori, 2018).
In the recent times it has been observed that people have become very concerned about the negative impact that cars have on the environment and hence the demand of EV has enhanced in the market. 

	Technological factors
	Technological advancement plays a significant role in the automobile manufacturing industry. The advanced technology has allowed the organisations to work on the cars better and to develop innovative strategies that help to offer the customers with a great driving experience. Technology contributed towards developing EV and self-driven cars. The safety aspect has been improved significantly with the help of appropriate technological interventions.

	Environmental factors
	Carbon emission is a severe issue related to the environment. The general public as well as the government are concerned about the environmental consequences that are caused by the emissions through vehicles. EV are sustainable substitutes that help the car manufacturing organisations to deal with this issue efficiently. 

	Legal factors
	A number of legal factors contribute towards the car manufacturing industry. These legal factors include trade laws, laws associated with branding, issues with copyright and various other legal aspects that may impact the organisational performance in the long run (Andwari et al., 2017). The car designs and car developing concepts cannot be stolen either. These factors need to be taken into consideration while engaging in the process of car manufacturing. 



[bookmark: _Toc45398232]Discussion on the outcome of PESTEL Analysis
On conducting the PESTEL analysis it is quite evident that the car manufacturing organisations have been dealing with issues related to carbon emission. Further, the increasing fuel rates discourage the customers to buy cars. The social, environmental and political issues have the common aspect which is that of carbon emission and fuel rates. EV is an excellent solution to all these issues. The decision taken by Volvo Cars to substitute the ICE within their newly launched cars with electric motors is appropriate considering the outcome of the PESTEL analysis. This will help the organisation to maintain a sustainable position within the market. 
EV contributes towards reducing carbon footprint reduction, is affordable in terms of usage and is highly cost saving both for the manufacturers as well as the consumers. The number of sales of EV has increased in the recent past and it makes it evident that there is a significant demand for these vehicles in the market.
[bookmark: _Toc45398233]Porter’s 5 Forces
Porter’s 5 forces is an efficient tool that helps to understand the market better. This analysis allows the business organisations to identify the factors that may impact their performance in the market.
Competitive rivalry: This factor can be considered to be a strong force. Chevrolet, Tesla, BMW, Ford, Nissan, Toyota, Volkswagen, etc… have been engaged in developing EVs. The case study suggests that the diversification of the upcoming models will strengthen the portfolio of EVs in the future (Kempton et al., 2017). The competition is increasing drastically and hence it is important for the business organisations to look for opportunity to work on the model or technology to be able to offer the customers with improved quality cars.
Bargaining power of customers: Customers desire to purchase quality goods at comparatively lower price range. EV is being produced by some of the luxury car manufacturing companies. The price for these vehicles is comparatively higher to that of the normal cars. However, with more number of automobile manufacturing companies considering producing EVs, the customers will be provided with a wide range of option to select from. However, the competitiveness within the market may demand the car manufacturing companies to lower down their rates as well. It can be hence stated that the bargaining power of the customers is comparatively strong in this case.
Bargaining power of suppliers: The only difference in an EV is that of the motor and the car batteries. Tesla has been developing these car batteries that are comparatively lower in terms of price. However, it is important to highlight the fact that the quality aspect has not been compromised to lower down the price of the supplies. The advanced technology for batteries where the primary base is made up of Li-ion technology will increase the price of the supplies in the long run (Cano et al., 2018). The aspect of bargaining power of suppliers can be considered to be stronger in this case.
Threat of substitution: The threat of substitute is very low in this case. EV has substituted the need of normal fuel operated cars. Cycles can be considered to be a good substitution for EVs however; the lack of areas of innovating the technology used in cycle does not make it an efficient substitute. EVs have been emerging in the market recently and are a revolutionary change in the field of motor vehicles. At present there is no threat of substitution for this specific product.
Threat of new entrants: Most of the automobile manufacturing companies have been considering engaging in developing EVs. The overall technology on which this vehicle runs is very new in the market. There is a huge scope of innovating this technological perception in the future. Considering the aspect of profit associated with this product it can be stated that the threat of new entrant is quite high for EVs. More number of automobile manufacturing organisations has been considering producing EVs and are investing good amount of money on research and development to develop improved technology that will help them attract more number of customers.
[bookmark: _Toc45398234]Discussion on the drive towards producing electric cars
Business organisations have been involving in producing electric cars because of certain reasons. This section of the report aims to identify these factors to understand why business organisations are driven towards manufacturing electric cars. The factors identified have been mentioned as follows:
· The new and improved technology that has been implemented in electric cars has improved the performance of the vehicles. This improved technology has attracted a large number of customers who enjoy experiencing new technologies.
· The aspect of carbon emission is controlled by these cars. It helps to serve the purpose without having any consequences on the environment. This helps the business organisations to follow the legal aspects associated with carbon emission and meets the environmental concern of the consumers as well as the society.
· During the initial phase EV faced criticisms that were related to the lack of charging points. However, with time the charging points have increased and now people can consider taking their EVs for long tours (Hannan et al., 2017). The limitations related to usage of EVs have been addressed and hence this attracts more number of customers towards investing on these products.
· The cost efficiency nature of this product helps to increase the sales aspect as a result of which many organisations have been driven towards producing EVs.
[bookmark: _Toc45398235]Conclusion
It can be hence concluded that the advanced technology that is used to manufacture EVs has managed to meet the market requirements appropriately. This specific aspect has contributed towards enhancing the demand of EVs in the market. Further, the increasing demand has encouraged a number of business organisations to engage in manufacturing EVs. This report has focused on analysing the external business environment related to the automobile industry and specifically the EV manufacturing industry. It has been observed that EV manufacturing has managed to gain a sustainable position within the market already.
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