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Volvo’s shift in strategy indicates the growing importance of electric vehicles within the automotive industry. As manufacturers grip with ever tightening emission norms, brands must choose to evolve or risk becoming irrelevant in a future that is likely to be dominated by electric vehicles. This analysis focuses over the automotive industry to help understand what forces are shaping electric vehicle growth and popularity within the Europe.
[bookmark: _Toc39835556]a) Business Environment Analysis: PESTLE
Political
The European Union is extremely supportive towards electric car adoption within the region. In fact, the Government strongly believes in the importance of electric vehicles and this is visible through the numerous measures and incentives provided to encourage adoption. In 2009 the EU Parliament passed the Directive 2009/33/EC, which directly promotes the use of clean energy and green or efficient transport vehicles (Eur-lex.europa.eu, 2020). In addition, tax incentives for electric car ownership and purchase was introduced in 2011 which offer huge savings to users. For example, in France purchase subsidy of up to 6000 is offered over low pollution and electric vehicles. In addition, exchange schemes that offer a discount of up to 5000 during new or second hand electric vehicles. Also, electric car owners may receive a 50% discount or a complete wavier over licence plane registration fees. Furthermore, Company car tax is not chargeable over full-electric vehicles within the country (Balzhauser 2019).
Economic
Electric vehicle technology offers several benefits to users but since it is a relatively new technology, the industry is still in a sharp development/learning phase. Therefore, electric vehicles are a lot more expensive to purchase than the average diesel/petrol vehicle. Therefore, disposable income becomes an important factor that impacts electric vehicle sales within the region.
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Figure 1: Adjusted household disposable income (per capita) 
(Source: Ec.europa.eu, 2019)
Based on figures released by the European Commission there has been a slow but gradual rise in disposable income since the global session of 2008. In fact since 2008, the growth of disposable income has remained positive peaking at 4% in 2015 (Ec.europa.eu, 2019). A key factor impacting the industry is the growth of the global lithium-ion battery. Based on Bloomberg’s report over the battery industry, statistics show that the industry is both growing and becoming more efficient at producing batteries. The report suggests that the industry could generate $ 116 billion annually by the year 2030.
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Figure 2: Annual revenue projections for Lithium-ion market
(Source: Pveurope.eu, 2019)
The cost of batteries globally fell an astonishing 87% from $1,100/kWh to $156/kWh between 2010 and 2019. In fact, according to the report, battery prices are expected to fall further to around $100/kWh as new manufacturing methods and technologies emerge (Pveurope.eu, 2019).
Social
According to a recent survey by the European Commission, around 93% of Europeans were felt that global warming is a serious problem. In addition, 93% have made an active effort to change their lifestyle in order to help reduce their environmental footprint. Also, majority or 92% felt that further reductions in GHG emission is needed. A large section of the respondents or 84% believe that government initiatives that encourage people to transition to electric vehicles should be further increased in the future (Ec.europa.eu, 2020). This indicates a growing preference for greener lifestyles and practices within the population. 
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Figure 3: Attitudes towards increase in fossil fuel tax rates 
(Source: Europeansocialsurvey.org, 2019)
An independent study carried out by the European Survey Social Survey reveals that only 48% disagreed with increased tax rates on fossil fuels. A large portion or 45% in fact were accepting of increased fossil fuel taxes, which says a lot regarding the growing inclination towards fossil-free lifestyles (Europeansocialsurvey.org, 2019). 
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Figure 4: BEV and PHEV sales in Europe 
(Source: Statista.com, 2020)
The results show great promise for the electric vehicle industry, and adoption rates in the past few years seems to suggest so. Europe saw 19,110 electric vehicle sales in Q1 2014, which rapidly rose to 67,044 in Q1 2017. In Q1 2019, an estimate 132,404 electric vehicles were sold, marking a rise of 41% when compared to the previous quarter as seen in figure 4. In terms of yearly sales, 411,109 electric vehicles were sold in 2018, which a growth in excess of 400% when compared to the 98,702 sold in 2014.
Technological
EGVI or European Green Vehicles Initiative, which was launched as a part of the EERP or European Economic Recovery Plan (Ertrac.org, 2020), which spearheads the development of electric vehicle technology within Europe through private-public partnership. The EGVI focuses over the development of energy efficient powertrains, adaption of renewable energy/fuels, electric vehicle infrastructure and powertrain hybridisation through SmartGrids, EPoSS and ERTRAC platforms (Egvi.eu, 2020). As part of the innovation strategy the initiative aims to make electric vehicles more practical and less complex so that users can find the transition easy.  Furthermore, the initiative pledged up to £3 billion in annual investments for the development of the electric vehicles (Egvi.eu, 2018). 
Legal
Legal factors in the electric vehicle market primarily relate to regulation of manufacturing, retail and design. Since, laws vary across Europe, the regulation of the market also varies across the region. Electric vehicles across Europe manufacturers must meet minimum safety standards and abide with environment and energy regulation (Abelein, 2012). 
Environment
The growing concerns for environmental protection and climate change are positive factors that are currently helping propel growth of the electric vehicle adoption within the EU. Emission laws for example are growing stricter as an entire transportation infrastructure moves to Euro VI standards. As emission norms become stricter, the price of fossil-fuel powered vehicles will continue to rise (Muncrief, 2016), eventually becoming too expensive to develop and manufacture. In comparison, electric vehicles will continue to grow cheaper as technologies develop and could easily become the popular choice for intra-state transit. Much will also depend on how well renewable energy generation develops in the region, as an increase in electric vehicles sales is expected to raise electricity consumption.
[bookmark: _Toc39835557]b) Drive behind the production of electric vehicles 
The pestle analysis has helped unveil the factors that shape the growth of the electric vehicle industry. Manufacturers both new and incumbent are moving towards electric vehicles due to the following reasons. A growing concern for the environment, pollution and global warming within the European population is making electric vehicles a relevant choice for firms like Volvo to invest and develop. Moreover, it seems people are becoming aware of their impact over the environment and are looking towards new ways that would allow them to play an active role in keeping the planet healthy. Global warming which was once considered as a hoax or a myth is now being realised as a real problem, with citizens supporting government initiatives to reduce pollution (Otto and Gugushvili, 2020). Therefore, entering the market could lead to positive ramification for the brand’s image, as it could offer an environmentally-friendly value proposition. 
The government continues to support electric vehicle manufacturing, development and adoption within Europe. Therefore, brands that are involved in electric vehicle manufacturing are likely to benefit from investments and developments in the industry. In a sense, the external business environment in Europe could help reduce production costs are time passes. In addition, the electric vehicle market is new and growing exponentially. Companies who enter and invest into the market are likely to benefit in long-term as the industry matures (Ortar and Ryghaug, 2019). Consequently, if Volvo develops unique technologies that drastically cut manufacturing costs the brand is likely to enjoy a massive competitive advantage whilst generating significant volumes of sales. Lastly, an automobile market which is shifting towards cleaner and more efficient norms will make it difficult for incumbent firms to sustain continued R&D of gasoline-powered vehicles as manufacturers are bound to reach a threshold beyond which they cannot improve. 
A brand’s inclination to reduce the carbon footprint of its products is another major factor driving EV production within the market. It is clear Volvo cannot purse environmental goals effectively alongside products that do just the opposite. Electric vehicles being environmentally friendly an effective products for Volvo to raise their CSR image among European customers. This is because brands who push innovation and development of EVs are being seen as companies who care about the environment (Balasubramanian, 2017). As a result, customers who are environmentally conscious gravitate to the brand, widening its target audience. Moreover, EVs being more expensive than vehicles with ICEs are able to create much larger profit margins for the companies involved in developing the technology (Bran et al. 2018). For example, if Volvo pursues development into batteries and charging systems, it becomes possible to greatly reduce manufacturing costs. This drives a competitive advantage for Volvo because the brand can provide vehicles with better range and reliability, while being similarly priced to rival products.  
Electric vehicles also help cater to unique consumer needs. With fuel prices expected to continuously rise in the near future, consumers feel the need for vehicles that are less expensive to maintain and run. When comparing fuel costs against electric costs, it is evident that petrol cars much more costly to run. In New Motion’s report that compared running costs, Tesla owners on average had saved € 1,200 yearly on fuel costs alone (Newmotion.com, 2019). Electric cars also provide other cost savings for customers such as lowered taxes and exemption from congestion charges (Edfenergy.com, 2020).
Earlier buying an electric car over a standard vehicle had major drawbacks. This greatly reduced the appeal of electric cars to the general public and made it somewhat of a niche product. One of the main issues was related to range. Since, EVs run on battery power, the range is directly impacted by batteries and charging technologies. Earlier models of EV had too less of a range that made them impractical even for regular city use. However, with massive developments in battery technology and increased charging stations, EVs can now only be used within the city, but also on the highway for long distance travel (Gomez Vilchez et al. 2019). Another barrier to adoption was design, which was evident in earlier EV models. Manufacturers had incorporated quirky and weird designs, which greatly limited their appeal. However, the modern EVs identically match the look and feel of conventional ICE vehicles. Lastly, price was one of the biggest factors that discouraged users from adopting EVs. Fortunately, production processes have refined overtime allowing affordable EVs. This in combination with government grants of up 35% allows potential buyers to save up £3,500 on new EV purchases (Gov.uk, 2020). The factors together contributed to reducing EV adoption and ownership barriers, which had previously discouraged manufacturers like Volvo to invest and focus over the market segment.
[bookmark: _Toc39835558]Conclusion
The demand for environmentally-friendly products is driving electric vehicle development and mass adoption within the European automotive industry. The disruptive technology is making brands reconsider their product offerings, amongst a challenging market environment being driven by ever increasing emission norms. Electric technology is being seen as the way for future transportation, backed by Government support it makes sense for automobile brands to invest. There are major benefits of pursuit electric vehicle technology, which will lead to a competitive advantage by appealing to a wider audiences. Traditional barriers that once prevented people from purchasing and using electric vehicles is now being slowly lifted as the technology grows mature. EVs are no longer slow and ugly looking vehicles with limited range; instead they are everything what conventional cars are, but without the negative consequences. 
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