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                      Electric vehicles in Europe

Volvo   

      Introduction 

The purpose of this report consists of PESTLE analysis and porters five force model in order to help Volvo that whether company should increase its production of electric vehicles or not. This analysis will help the company in knowing what are the opportunities and threats by entering into the electric vehicle industry. It also covers the benefits for the company by Government initiatives in order to promote the companies for production of electric vehicle. Company also identifies various environment benefits and cost benefits in producing electric vehicles in the country. 

          Electric vehicles are a new product in the vehicle industry which are substitutes of fuel-based vehicles (Electric vehicles, 2019). These were founded in mid-19th century but came in 21st century because of technological developments. Electric vehicles are the new vehicles which are liked by general public as it also eco-friendly and more economical than fuel-based. Volvo cars is a premium car maker company who wants to enter into production of electric vehicles. Volvo group was founded in year 1927 and currently company is leading manufacturing of heavy commercial vehicles and diesel engines. Currently, company gives employment to 81.000 employees, having 25 production units and located in 185 markets worldwide.
PESTLE Analysis of Volvo cars

PESTLE Analysis is done in order to evaluate and analyse macro environment and to know that which factor will be affecting the company in an industry (Jiang, and et.al., 2015). Volvo cars make such analysis in order to grab the opportunities at the time of threats related to the industry. The study helps in knowing the changes happened behind PESTLE factors. 
Political Factors-

Political factors help in knowing that how change in the political issues in the country can affect Volvo and how can company neutralise it’s all threats related to electric vehicles. In country, Electric Vehicle is supported by Government by giving additional benefits to the drivers of the electric vehicles in order to encourage more electric vehicle sales. These benefits include the first preference is given to drivers of electric vehicle cars in urban dense areas. The benefits given to electric vehicles are to allow first electric vehicle from the traffic jams in order to save the considerable time. In order to promote more electric vehicles, Government is allowing more subsidies on both demand and supply side. Another push of Government for purchasing electric vehicles come from the public who wants energy independence and want to shift to less oil intensive transport industry (Gheibi, and et.al., 2018). Government is having the targets for the selling of electric vehicles setting up to 1 million electric vehicles in year 2025. Governments are making their bigger investments in electric vehicle stations and special parking spots for electric vehicle cars. This all the benefits given by Government are opportunity for Volvo for entering into electric vehicle car industry. Government has already implemented new policy of ending up sales of diesel and petrol cars which is new opportunity for Volvo to increase capacity of production of electric vehicles.  
Economic Factors-

Economic factors are analysed in order to know the price of production of electric vehicles and what factors will increase the price of product and what factors will be helping in decreasing the price of product. Production of electric vehicles by Volvo will be help in decreasing the battery costs of cars and also decrease the renewable energy costs. These both will be opportunity for Volvo to decrease the cost of production and to increase the profits for the company. The only threat to the company related to production of electric vehicles is economic instability in automotive industry (Martin, 2016). By increase in the sale of electric vehicles, prices of diesel and petrol cars are already fallen down by £1000/ KWH in year 2016 to £227/ KWH in year 2016. In the short term EV's will be having higher costs as compared to those of battery packed cars. Thus, market will be having those consumers who are willing to pay the extra gap between the prices of both the vehicles. In the long-term company will be having the benefit of lower battery prices so Volvo should not stop production of battery cars. 
Social Factors-

Social factors can be defined as the factors which affects by the individual's attitudes, personality and mind-set. Volvo should take into account the various tastes of consumer groups in order to know what views on electric vehicles are there. Consumers are becoming eco-friendlier and wants to eliminate the traditional idea of fuel. They want the cities and countries to be pollution free for better environment. There is increase in demand of low-carbon and giving more preference to renewable energy (Wen, 2016). This all the opportunities for Volvo will be beneficial in increasing the production capacity of electric vehicles. Also, it helps in increasing the wealth distribution in developing markets because of increase in the potential buyers of same expensive cars. In social factors, Volvo is having more of opportunities as compared to the threats because of public shift from fuel using cars to electric cars. 
Technological Factors-

Technology factors are analysed in order to know that which are the new technological changes which can affect Volvo in production of electric vehicle cars. Increase in the automation in the business and increase in the online mobile systems are also new opportunity for Volvo to increase the production of electric vehicles. At 20- 30% population has significant market changes by using new technologies are known as “Trendy Greens” and “TCO sensitives”. Company can use the new technology of Li-on based battery cell (Velazquez Abad, 2017). These are used in consumer electronics items and produced from past 2 decades. This will help the company in cooling and BMS and the usage of this technology are also allowed by Government as the technology has qualified safety requirements by Government. The yield for Volvo will be increased from 94% to 97% because technology has improved the cell capacity by 80% by year 2020. Also, supply chain margin decreases of 15% EBIT margins which lower the manufacturing costs. Volkswagen can use all this technology factors as opportunity in order to increase the production capacity of electric vehicle cars. 
Legal Factors-

Legal Factors are analysed in order to know that what are the legal complications which can act as threat to Volvo in production of electric vehicle cars. In year 2015, 'Volvo Emission Scandal' case happened in US where the company has to pay $4.3 billion as criminal penalty. This scandal decreased the sale of cars and also the case impacted on brand image of the company. After this scandal occurred Government has increased the more legal requirements for the electric vehicle companies. There are various types of legal factors which can affect the production of electric vehicles which are to be taken care by Volvo (Ponds, and et.al., 2018). The company should focus on production of eco-friendliness cars so as to that the company promotes energy efficient cars and is regulated as per international environment regulations. Company should have up-to-date patents in order to work as per the norms of the Government. Volvo should take proper care all legal requirements because it is already a threat to the company after the scandal occurred in US.
Environmental Factors-

Environmental factors can be analysed in order to know that what are the environment related factors which can affect Volvo in the production of electric vehicles cars. The company was already in the case of Emission scandal which impacted the company's brand image. Thus, Volvo has threat of environment factor and takes due care of all the environment factors which are affected by the usage of electric vehicles (Noelle, 2018). There different models which are been made for the companies so that they can focus on environment friendly production of vehicles. The one opportunity in production of electric vehicle cars is to reduce the carbon footprints. For example, 29% of EV's buyer main objective to purchase the cars was 'environment'. Government is also dedicating their funds to R & D for environment related problems which will be opportunity for Volvo to increase the production of electric cars. 
Analysis of Porters five forces framework within the electric vehicle industry-

Porters Five Forces helps in identifying the various competitive forces present in every industry and also helps in analysing the strengths and weaknesses of the industry. These models help in knowing the various buyers and sellers in the industry and what can be the substitute products can be used by competitors against Volvo in electric car industry (Kibria, 2017). This model is used for the industry basis analysis and not for an individual firm. The porters Five Force model can be explained by-
Competition in Electric Vehicle industry-

This force of model refers to the new competitors occurring in the same industry in order to know how to compete those new firms in the industry. When the competition in the industry is higher than price charges will be lower which leads to the decrease in the profits of the company. Volvo should increase its production as early as possible because this will help the company in increasing the profits for the company. In future, the car company can enter into the industry which will increase the competition in the electric car industry and prices also gets lower. This may also lead to decrease in the profits of Volvo (Jussani, 2017). According to the force, if the competition increases the prices of the goods may decrease but many times it has been observed that even if the competition increases the price of goods also increases. At this point of time, Volvo should increase the production capacity of electric cars because there is less competition in the industry. 
Potential new entrants into Electric Vehicle Industry-

This force is analysed by the number of new entrants entered in the market of electric vehicles. If the industry is having very less barrier for the entry of new companies with less time and money than Volvo's position in the industry will automatically weakens. This is because of more competition in market which leads to high competition for the existing companies in the industry. High number of barriers for new entrants will lead to higher price charge by companies will decrease the entrants of new companies in industry (Musonera, 2019). There are many threats for the entrance of new companies in this industry because of high cost of brand development, high cost of production and high economies of scale. These all factors will be opportunity for Volvo in the electric vehicle industry. It would be very difficult for the new entrant to match up the cost of strong brand image of the existing firms in the industry. 
Bargaining Power of Suppliers-

This force is to analyse that which supplier can easily drive the cost of inputs for the company. This force is affected by the number of suppliers to the industry and how much it would be costing one company to change its supplier. If the number of suppliers in the industry is less than the companies in the industry depend on the supplier and supplier can charge higher prices from the companies. This can act as a threat to Volvo if the supplier for electric vehicle industry at this point of time are less (Engelken, and et.al., 2016). Thus, bargaining power in Electric vehicle industry is higher as compared to the companies. All the companies in the industry depends too much on suppliers because electric vehicle industry is new and will be taking a lot of time that new suppliers enter into this industry. Suppliers of electric cars are having high bargaining power than the companies because they are less in number. 
Bargaining Power of Customers-

This force is affected if there are lot of number of customers who can negotiate with the firms in the industry in order to decrease the price of the electric cars. This force determines that how much one customer is significant to the company and what it will be costing to the company to find new customers. The powerful customers will be having more power to negotiate with the price of goods and get into better deals with the company. At this point of time, customers are very less and electric vehicles will be purchased by businessman who wants to maintain their status. Thus, Big Businessman does not have price issues so Volvo can charge higher prices for electric vehicles (Cowan, 2016). This will also lead to increase in the profits of the company and at this point of time customers are having less bargaining power as compared to those of companies existing in the industry. Having a smaller number of buyers in the industry leads to less bargaining power of customers which is an opportunity for Volvo.  
Threat of Substitutes-

This force analysis the number of substitutes the customers is having against the existing goods. It can be threat to the companies in electric vehicle industry if there is any other product which can substitute electric cars. Electric Vehicles does not have any close substitutes at least at this point of time (Jussani, 2017). So, this is the opportunity for Volvo to increase the production capacity of electric vehicles in order to generate higher profits. There is no threat to Volvo for substitutes of electric vehicles because there are no close substitutes of the electric vehicles. Thus, Volvo has good opportunity of increasing the production capacity of electric vehicle. 
Limitations of Porters Five Forces Model-
· The one disadvantage of this model is that it analyses industry-based firms and cannot be applied on one individual firm in an industry (Musonera, 2019).  

· The model assumes that the competition is 'Zero-sum game' which means that the profit in the industry is fixed. If the company wants to make more profits than it has to take from rivals, customers, suppliers etc. 

· The model also assumes that the relation between two rivals is adverse which is not necessary because in many industries relations between companies are also collaborative. Many times, even the firms in the industry are large in number but because of their collaboration there bargaining power increases for both customers and suppliers. 
CONCLUSION

Volvo should start increasing the production capacity of electric vehicles because there is a greater number of opportunities in the industry as compared to the number of threats. This will lead the company to increase the profits of the company with the smaller number of competition present in the industry which can increase in future. Company should also take care of all the environment and Legal factors because company has already lost its brand image in US. This may be a one big threat to Volvo because of Emission Scandal occurred in year 2015. The other threat to the industry is a smaller number of suppliers to the industry which can lead to the increase of bargaining power of suppliers. Government is investing in subsidies and permitting special parking zones for electric vehicles so as to encourage a greater number of publics to purchase electric vehicles is another opportunity for Volvo. Now, the customers are becoming more eco- friendly which shifts the customers from fuel cars to electric cars which is also good opportunity for the company. Company's yield will also increase from 94% to 97% which will be increasing the profits of the company. Thus, Volvo should fast increase the production capacity of electric vehicles in order to grab all the opportunities and neutralise all the threats present in the industry.

REFERENCES
Books and Journals
Bozhuk, S. and Pletneva, N. Y. (2017). April. The problems of market orientation of russian innovative products (electric cars as a case study). In Energy Management of Municipal Transportation Facilities and Transport (pp. 1234-1242). Springer, Cham.

Cowan, K. and Daim, T. U. (2016). September. Technology planning for emerging business model and regulatory integration: The case of electric vehicle smart charging. In 2016 Portland ‘International Conference on Management of Engineering and Technology (PICMET)’ (pp. 2704-2718). IEEE.

Ehsani, M., and et.al. (2018). ‘Modern electric, hybrid electric, and fuel cell vehicles. CRC press.

Engelken, M., and et.al. (2016). Comparing drivers, barriers, and opportunities of business models for renewable energies: A review. Renewable and Sustainable Energy Reviews. 60. pp.795-809.

Gheibi, M., and et.al. (2018). Controlling air pollution in a city: A perspective from SOAR‐PESTLE analysis. ‘Integrated environmental assessment and management’. 14(4). pp.480-488.

Jiang, J., and et.al. (2015). August. Financial analysis and comparison of compact electric and gasoline cars. In 2015 Portland International Conference on Management of Engineering and Technology (PICMET) (pp. 511-518). IEEE.

Jussani, A. C., Wright, J. T. C. and Ibusuki, U. (2017). Battery global value chain and its technological challenges for electric vehicle mobility. RAI Revista de Administração e Inovação. 14(4). pp.333-338.

Kibria, M. G., Al Amin, M. and Rifat, U. A. (2017). September. Application of Porter’s Five Forces Model in Battery Manufacturing Industries of Bangladesh. In International Conference on Mechanical, Industrial and Energy Engineering. Retrieved (Vol. 25).

Martin, S. (2016). Developing a Business Model for Commercial Electric Vehicle Charging Infrastructure. IIIEE Master’s Thesis.

Musonera, E. and Cagle, C. (2019). Electric Car Brand Positioning in the Automotive Industry: Recommendations for Sustainable and Innovative Marketing Strategies. Journal of Strategic Innovation and Sustainability. 14(1).

Noelle, D. J., Wang, M. and Qiao, Y. (2018). Improved safety and mechanical characterizations of thick lithium-ion battery electrodes structured with porous metal current collectors. Journal of Power Sources. 399. pp.125-132.

Ponds, K., and et.al. (2018). Aggregator of demand response for renewable integration and customer engagement: Strengths, weaknesses, opportunities, and threats. Energies. 11(9). p.2391.

Velazquez Abad, A. (2017). Techno-economic and environmental comparison between battery and fuel cell electric vehicles (Doctoral dissertation, University of Southampton).

Wen, W. (2016). Automation of electric vehicle and development prospects.
Online
Electric Vehicles, (2019). [Online]. Available from https://en.wikipedia.org/wiki/Electric_vehicle
(Accessed 29 July 2019).
Page 2 of 2

