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INTRODUCTION TO THE ELECTRIC VEHICLE INDUSTRY 
This report examines the major forces that shape the car manufacturing industry by looking at the growth of the electric vehicle market, business environment, and other foundational factors like microeconomics and macroeconomics.
The business environment refers to the internal and external factors that influence how a business operates, these factors include: customers, suppliers, technology, competition, market, social and economic changes, laws and government actions. (Business Directory)
 Also, there are many different businesses from local small companies to global multiple billion corporations and they all are distinguished by “their size, type of product and/or market, methods of finance, scale of operations, legal status and so on”. (Briton and Worthington, 2006, Pg.4) For instance, Mercedes-Benz is one of the biggest car manufacturers which sells and distribute its products globally. 

The Global Electric Vehicles (EV) Market
The car industry has changed a lot over the years as more consumers demand EV and thus this market continues to grow. In the past this industry was growing rapidly but in 2019 and 2020 it has slowed down and only in Europe has seen increase. Regardless of the overall drop is sales the EV market penetration has increased around the world by 0.3% points from 2018 to 2019 with a final share 2.5% and with a growth of 2.8% in the first quarter of 2020 (Fig.1). (McKenzie, 2020) 











Fig.1 The global EV market[image: ]


INTERNAL And EXTERNAL forces for EV INDUSTRY
External Forces
There are two levels of which the business environment is comprised (Fig.2), the microenvironment, immediate or operational, this includes suppliers, competitors, labour market, financial institutions etc., and the macro environment, general or contextual, economic, political, legal, social etc. (Briton and Worthington, 2006)

[image: ]Fig.2 Source: Briton and Worthington, 2006

1. PESTEL Analysis 
These analyses are used as a marketing strategy to analyse the current and future environment of the electric vehicle industry. 


Fig.3 PESTEL Analysis
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Source: Business To You, 2016

Political
There are many political factors that influence a company’s business (Fig.3) e.g. political stability or instability, government policy, corruption, foreign trade policy, trade restrictions, tax policy, labour and environmental laws. For instance, the UK government is trying to push the EV in the country by relaxing the taxes (BIK) for companies that give their employees to use completely electric vehicles. Also, the government provided Jaguar Land Rover with £500m to help the British car maker to compete in the global car race for EVs.
Furthermore, the Brexit will have big impact on the EV future. There are big concerns about suppliers’ chains for UK after the Brexit as many vehicles are imported from Chine, Europe and South Korea. In 2019 Japan and EU agreed on a post Brexit trading deal that will have big impact on the automobile industry.  Murray, 2019)

Economic
The economic factors, economic growth, exchange, inflation and interest rates, disposable income, unemployment rate, can have direct or indirect long-term impact on an industry as it holds the powers how people buy products, these factors also determined the economy' performance and can “also affects how companies price their products and services”. (Business To You, 2016)
Nowadays more people are willing to buy EV and thus the economy of the industry continues to grow. Most of the main markets have established 50-60% growth over the past few years. “More new models from a growing cadre of automotive OEMs makes finding an EV easier: in 2018 alone OEMs launched about 100 new models and sold two million in total globally”. (Baik at. al. 2019)
Furthermore, the EV production was hit hard by the because of the new treat that came from the covit 19 in 2020. For example, Mercedes-Benz production operations were interrupted from March because of the virus. (Sattler, 2020)

Social
These are the factors that represent the demographic characteristics, customers, norms, values of the society where an industry operates. These factors include: age and income distribution, population growth rate, health conciseness, lifestyle, etc. (Business To You, 2016)
The EV industry has provided a lot of benefits for the customers in order to get their attention and to grow its sales. For example, Mercedes-Benz has partnered with Go Ultra Low, a joint Government and industry campaign, to give free advice to people how to switch to electric car, also it shows the customers how much they can save on running cost. (Mercedes-Benz)

Technological
“These factors pertain to innovation in technology that may affect the operations of the industry and the market favourable or unfavourable”. By using these factors companies have to determine whether to introduce new products or enter certain markets which rely heavily on keeping up with the new technology. (Business To You, 2016) For instance, Mercedes-Benz has put a lot of effort to improve the technology of its EVs e.g. silence inside the cabin, comfortable interior, low emissions, and to be the best on the market. (Mercedes-Benz)

Environmental
In recent years the environmental factors (Fig.3) have become very important as governments get more concerned about the environmental pollution, the depletion of raw materials and the carbon foot prints. “As the worldwide consumerism and environmentalism movements mature, today’s marketers are been called on to develop sustainable marketing practices”. (Kotler and Armstrong, 2017, pg. 53). This have an impact on the products companies offer and how they operate as they have to comply with the ecological laws. For example, by reducing the tailpipe emissions in its EVs Mercedes-Benz helps cities to be cleaned and more pleasant to live in them. The company is working on CO2- neutral commercial vehicle fleet by 2039 project were electric trucks and buses are made in order to achieve CO2 neutral emissions. (Daimler)

Legal
These factors include: consumer protection laws, discrimination laws, health and safety laws, employee law (Fig.3). These factors have big impact on the company’s business in the global market as each country has its own laws and the companies need to know what is and what is not legal in order to trade ethicality and successfully. For instance, Mercedes-Benz has to abide by the laws that are against discrimination therefore the company has equality and diversity policy where everyone is treated equally regardless of gender, ethnicity, age, sexual orientation etc. (Daimler)

2. Porter's Five forces
Other external macro factors that have major impact on the EV industry are the Porter's five forces (Fig.4). The factors affect the technological, social, and legal dealings of the automobile industry.




Fig.4 Porter's five forces
[image: ]

Source: Visual paradigm

Competitive rivalry 
This refers to the level of profitability in an industry and also determines its attractiveness and the intensity of rivalry (Fig.4). There are many companies that compete with Mercedes-Benz in the automobile (Fig.5), EV, industry, like, Tesla Toyota and BMW, and they all have similar products and are trying to produce the best EVs on the market place and that’s why this force has high impact on the company’s business as this is a highly competitive industry. “Median electric car range has increased 171% in 7 years”. (CB Insights) Furthermore, in order to stay on the top and to survive Mercedes-Benz has to monitor the competition by knowing their objectives and strategies, their market share, how much profit they have made etc.

[image: ]Fig.5


Threat of New Entrants
This refers to the ease with which new companies can enter the same market by introducing similar products as the existing companies that means the entry barriers are low and the threat is high. If the barriers are high then the threat of New Entrants is low. For example, when Tesla made an entrance in 2008 with Tesla Roadster the other EV automakers have been rushing to introduce their own electric cars. Furthermore, the market for EVs is getting flooded with new cars (Fig.5), for example in 2018 100 new cars were introduced and in 2019 Daimler also introduced its first EV EQC. (CB Insights)

Buyer Power
This refers to the customers buying powers especially if a company don’t have many of them and it is put under pressure because of it. Buyers of EVs are still sensitive price wise due to other cheaper vehicles and access to public transportation e.g. busses, trains, bicycles etc. all this gives the buyers power over EVs is high as they can choose which type of transportation to use. Furthermore, in Europe more people are buying EVs as the governments give incentives to the buyers, also the governments are putting more taxes on diesel vehicles like in the UK and in Germany even ban the diesel vehicles in some cities from the roads. In 2017 in Norway (Fig.6) 39% of the new bought cars were EVs. (CB Insights)
Fig.6

[image: ]Source: CB Insights

Supplier Power
This force analyses how much power the suppliers have, the less suppliers a company has the higher are the supplier’s powers. The businesses are better when there is abundance of suppliers. (Business To You) For instance, Tesla is producing its own small format Li-ion based batteries whereas Daimler has to get the batteries from other suppliers for its Mercedes-Benz EQC EV cars. (CB Insights)

Threat of Substitution
This refers to the price that customers are willing to pay in connection with what substitutes are available on the market for certain products. The substitutes for EVs are the cheaper public transportations e.g. busses, trains, autonomous vehicles, bicycles etc. which means the threat of substitutes is high for alternative transports.

CONCLUSION
The PESTEL forces are mostly favourable for the EV industry (Mercedes-Benz) as it helps the industry to develop and redevelop its organisational branches such as the Environmental and Technological where it strives to develop more CO2 efficient vehicles. Also, by using the Porter's five forces the companies create their own strategies to beat the competition and to find the needs and the wants of the consumers. 
Furthermore, the current state of the EV market looks optimistic but the future is uncertain as it cannot be guaranteed that the government will continue to support the adoption of EVs or if the prices of the EVs will drop. (CB Insights)






REFERENCES:
1. Business Directory Business Environment. Available at:  http://www.businessdictionary.com/definition/business-environment.html (Accessed:30.08.20) 

2. Briton I. And Worthington C. (2006), The Business Environment, pgs.4,6. 5th edn., England: Pearson Prentice Hall

3. McKenzie (2020) Electric Vehicles Index. Available at: https://www.mckinsey.com/industries/automotive-and-assembly/our-insights/mckinsey-electric-vehicle-index-europe-cushions-a-global-plunge-in-ev-sales (Accessed 30.08.20)

4. Photo: Business To You (2016) PESTEL Analysis. Available at: https://www.business-to-you.com/scanning-the-environment-pestel-analysis/ (Accessed: 30.08.20)

5. Murray J. (2019) What does the future holds for electric vehicles in UK. Available at: https://www.nsenergybusiness.com/features/future-electric-vehicles-uk-brexit/ (Accessed: 01.09.20)

6. Bailk Y., Hensley R. And Hertzke P. (2019) Making electric vehicles profitable. Available at: https://www.mckinsey.com/industries/automotive-and-assembly/our-insights/making-electric-vehicles-profitable ( Accessed: 01.09.20)

7. Mercedes-Benz, Discover electric intelligence. Available at: https://www.mercedes-benz.co.uk/passengercars/mercedes-benz-cars/eq/eq-stage.module.html?csref=mc_sem_cn-PC_BR_PROS_BrandSegments_Core_Exact_ci-Google_si-g_pi-kwd-350093375487_cri-292502945725_ai-ppc1907080173&kpid=go_cmp-439693868_adg-60270946473_ad-292502945725_kwd-350093375487_dev-t_ext-&gclid=CjwKCAjw4rf6BRAvEiwAn2Q76iVsrSZn_DDFWmzwql9PWr96dVItPFS7CjUl7bZAiFboUokny6B6DBoCU9MQAvD_BwE (Accessed: 01.09.20)

8. Sattler S. (2020) What’s normal anyway? Available at: https://www.daimler.com/magazine/work-life/daimler-and-corona.html (Accessed: 03.09.20)

9. Daimler, CO2 neutral commercial vehicle fleet by 2039. Available at: https://www.daimler.com/sustainability/co2-neutral-commercial-vehicle-fleet-until-2039.html (Accessed:03.09.20)

10.  Daimler How we shape diversity and inclusion. Available at: https://www.daimler.com/sustainability/basics/employees/how-we-shape-diversity-inclusion.html (03.09.20)

11.  Kotler P and Armstrong C (2017) Principles of Marketing. 17th edn., UK: Pearson education.

12.  Photo: Visual paradigm, Porter's five forces Analysis Tutorial. Available at: https://www.visual-paradigm.com/tutorials/five-forces-analysis-tutorial/ ( Accessed: 03.09.20)

13.  CB Insights, The Race for the Electric Car. Available at: https://www.cbinsights.com/research/report/electric-car-race/ (Accessed: 03.09.20)

14.  Business To You, Porter's five forces. Available at: https://www.business-to-you.com/porters-five-forces/ (Accessed: 03.09.20)






image6.jpeg
Top 20 Electric Cars — Worldwide Sales (2018)
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In contrast to a slowdown of EV sales globally in 2019 and in the first quarter of
2020, Europe expanded its market share to 26 percent, growing by 44 percent.
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