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[bookmark: _Toc39010957]Executive Summary
This report tries to analyse the external environment of the electric vehicle industry. To shed light on the influential factors behind the business environment of the respective industry such as political, economic, social, technological, environmental, legal etc. a PESTEL analysis has been framed. This part discusses how these factors contribute to the transformation of the traditional vehicle manufacturing industry as well. In the next part, to bring light on the current state of the industry, Porter’s Five Forces model has been developed. The level of the forces is denoted by three indicators; high, moderate and low- based on the intensity of the determinants of each section. This part of the study discusses the state of competition among the existing firms, the bargaining powers of both suppliers and consumers ends and the potentiality of new entrants. At the end of the report, it was wrapped up with a brief conclusion mentioning the key findings from the overall study.



[bookmark: _Toc39010958]Introduction 
As the world is moving towards a future with concerned efforts placed in the adoption of greener ways in almost every industrial sector, it is much more visible in the vehicle industries around the world. Electric vehicles (EVs) are the vehicle manufacturing industry’s answer to the global climate crisis. The rise in the use of electric vehicles in many countries indicates the accelerating demand for the products and the growing concern of buyers in terms of responsible consumption behaviour (Hauff, Pfahl and Degenkolb, 2018). Europe is one of the most significant regions where the adoption of electric vehicles has been noticed greatly. As the demand increases, sellers are more interested in offering more EV products to raise their profits, to update themselves with the trends and tackle the threats of competitors. These efforts are resulting in transforming the picture of the traditional automotive industry (Baron, 2016). This report tries to shed light on the factors that are shaping this transformation and discuss how the future of the electric vehicle industry might look.


[bookmark: _Toc39010959]Electric Vehicles Industry in Europe
Since the invention of electric vehicles, the sales of electric vehicles have increased in Europe year by year. Among different countries in Europe, the adoption of electronic vehicles can be noticed of which Norway is the frontrunner followed by Netherlands, Germany France and the UK. Even a few years ago, the automotive industry was ruled by oil-based vehicles. However, bringing a change in the traditional scenario, the demands for electric vehicles have started to pop up which is pushing the automotive industries to come up with new products (David, 2013). As a response to the demand, the electric vehicles are slowly taking cover. 
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Various factors play crucial roles in shaping the business environment of the electric vehicle industry which are discussed in the following.
Political: The policies of the European Union about promoting electric vehicles have a significant impact on the industry. For example, a range of subsidies both on the supply and demand side provided by the governments across Europe has a beneficial impact on the industry. Political agenda of reducing CO2 emissions in comparison to the US, China or Japan among the European countries also play a crucial role. Moreover, growth in the electric vehicle industry means less dependence on oil and more energy independence (KOTEN and BİLAL, 2018). the push from Government comes from the intention to approach a less oil-intensive transport sector. 
Economic: Different fiscal or monetary policies taken by European governments and cities are major players while stimulating the growth of the industry. Countries such as Norway, Denmark, the UK, the Netherlands etc. are incentivizing consumers to switch to electric mobility with their economic schemes like subsidies, tax breaks, special driving privileges etc. For example, Norway offers a wide package of subsidies for buying electric cars in comparison to oil-based cars; the UK pays back one time premium of attractive amounts based on the purchasing price to buyers for buying energy-efficient vehicles. Besides, many countries from Europe enjoy green owner tax exemptions or toll road charges where the buyers enjoy premium offers (McKinsey & Company, 2020).
Social: As the climate crisis has been a hot topic for a long time now, it has become a social responsibility for every country to ensure the adoption of a greener lifestyle. In the meantime, there has been a wave of change in the buyer mindset as well. Consumers are becoming more aware of what they are buying indicating increased responsible consumption behaviour. Customers now will choose a green product over the traditional ones as a reflection of their responsible buying mentality. This automatically motivates the sellers to introduce more electric vehicles in the market to protect their customers’ best interests and gain a competitive edge in the market (Lynch, 2018).
Technological: While technology keeps bringing innovations to the market, countries must remain up-to-date to adapt with such rapid advancement. Consumers ask for updated technologies and in response to the demands, companies have to come up with better modifications adopting newer technologies. Better fuel-efficiency, attractive gadgets, advanced upgrades etc. need to be on point while dealing with electric vehicle manufacturing. Companies have to be concerned that the moment new technology arrives in the market from the competitors’ side, the existing ones become obsolete. Hence, companies have to put concentrated efforts on research and development to launch innovative products to obtain a competitive edge.
Environmental: Environmental factor is one of the biggest components when it comes to the electric vehicle industry. The main selling point of the electric vehicles started as a response to environmental concerns. Global warming, the key reason behind the ongoing climate threat is triggered by CO2 and NO2 gas emissions of the traditional gas-based vehicles. As a solution, the electronic vehicles were introduced as a greener alternative. The electric vehicle manufacturers automatically earn a positive brand image as they work for the betterment of the environment. Therefore, traditional car manufacturers such as Volvo are pushed to manufacture electric vehicles to establish a good image among the customer base, attract eco-friendly buyers and sustain in the market (Ross and Rosenberg, 2013). 
Legal: Environmental regulations are important while describing the efficiency of electric vehicles. For example, the cities that are legally bound to decrease oil or gas-based car production will show stable growth in the electric vehicle industry. As the CO2 regulations are being tightened with time, slowly traditional cars will go out of the market replaced by electric or partially electric vehicles. This is going to give the growth of the electric vehicle industry a strong boost. As days will pass, the environmental regulations will become stricter which will surely have a positive impact on environment-friendly electric vehicles (Meiners, Ringleb and Edwards, 2018). 
All of the mentioned factors have major contributions to shaping the state of the industry. To understand the current business environment of the electric vehicle industry with more clarity, Porter’s five forces analysis will be helpful which has been conducted below.
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Bargaining power of suppliers: Moderate
As there are multiple organisations focused solely on electric vehicles as well as traditional car manufacturers transforming themselves into electric vehicle manufacturers, the bargaining power of suppliers while setting the price of their products remain moderate. Even if the electric vehicles are the new trend, still major market share is covered by the traditional car manufacturers which do not allow the electric vehicle manufacturers to have the ultimate bargaining power over the market. However, this scenario is likely to change in the sooner future with increased adoption of electronic vehicles and enforced environmental regulations to save the planet from carbon emissions (Schlesinger, 2014). 
Bargaining power of buyers: Moderate
As there is a moderate number of substitutes of electric vehicles available in the market, the switching cost of buyers become low. On top of that, the number of responsible buyers does not represent the majority of the population. The trend of electric vehicles is growing yes but at a slow speed. Hence, the demand for the electric vehicles is not similar to traditional vehicles. This indicates a low volume of purchases of electric vehicles which is a weak force for the bargaining power of buyers. Therefore, taking all the factors into account, the overall bargaining power of buyers can be considered moderate (Thomas, 2014).
Threats of New Entrants: Low
To compete in the current electric vehicle industry, it requires a high cost for brand creation, high cost of production and high economies of scale for a new entrant or a new firm. It is an extreme challenge for a new firm to enter the market such as big investments and compete with the other brands. Another factor remains technology offerings. Without exceptional inventions, it is difficult for a new firm to create a strong brand image and without brand image, it is impossible to cover such high costs of doing business. In summary, all of the three components indicate weak forces, meaning high barriers for new entrants (Worthington, Britton and Thompson, 2018).
Threats of Substitutes: High
As the main substitutes of electric vehicles are the traditional vehicles that cover a major portion of the market, the threat of substitutes remains high in the respective industry. Electric vehicles cost more than traditional vehicles which is one of the main reasons for buyers to stick to the typical vehicles. The high cost of doing business and low switching costs of buyers results in a low volume of sales. However, as days pass, the dependence on traditional vehicles will be reduced leading to increased adoption of electric vehicles decreasing the threat of substitutes (Lynch, 2018). 
Competition of existing competitors in the industry: High
Extreme competition is the basic feature in any technology-oriented industry. As the technology keeps advancing at a tilt, the firms are constantly trying to stand themselves out in the crowd by innovating and promoting their products. Aggressive marketing campaigns are common among the existing firms to capture the attention of their target audience. Firms persistently work to launch better, fuel-efficient and innovative products in the market with the attractive offering. Besides, the low switching cost of the buyers also adds an extra force to the competition. The high level of competition among the market players stimulates the efforts of bringing the best products in the market.
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The study analyses the external environment of the electric vehicles industry. The study identifies the different determinants of the business environment influencing the respective industry and how these are pushing the car manufacturing towards a transformation. Electric vehicles are the future of the transportation industry. Initially, the adoption of electric vehicles started as a bandwagon effect. However, electrification will be applied in almost every form of transports and buyers will welcome the electric vehicles as it serves the environment and gives buyers a platform to show their responsible consumption mindset. In the upcoming years, the electric vehicles will go through more transforming phases and soon will be spread all over the world, overtaking the traditional business of non-environment-friendly vehicles.
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