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Introduction
The automobile industry has grown quite rapidly in the past few years. However, it is essential to realise that there has been a massive shift in the automobile industry in the past four to five years. This is to say that there has been a growth in the electric car industry, as it is essential to understand that the need for a clean environment is vital. Therefore, the growth of the demand in electric cars has become increasingly popular in the current scenario. In this report, a PESTEL analysis will be done for Europe to study the change in the industry in the past few years. This will be followed by a study of how the market might change in the next few years. The company chosen for this analysis is Volvo. 
Study of the European Market and Key drivers affecting the Electric Vehicle Industry
In this section, a PESTEL analysis will be provided for the change in the car manufacturing industry of Europe. Therefore, a focus will be on the different factors, namely the political, economic, social, technological, environmental and legal study of Europe.
The political factors of Europe have shaped the growth and development of the automobile industry in Europe quite exclusively. This is because; Europe has always been a centre for automobile growth and development. However, the recent change in the environmental laws and led to the political aspects of Europe to incline towards the promotion of a cleaner environment. This has forced the political leaders to pass laws for the development of cleaner fuels that will enable the growth of clean energy within the country (Dinçer and Pınarbaşı 2020). Therefore, the automobile industry has shifted its attention from the usage of petroleum to the usage of electricity and batteries to run the vehicles. This is primarily due to the fact the political leaders are promoting the growth of cleaner automobiles so that Europe can keep its name as the leaders in the industry. 
The economic factors of Europe have also influenced the change in the automobile industry quite significantly. This is because; the economy of Europe has declined considerably in the past few years. Some of the leading countries like Germany and England have seen a decline in their economy, which has, in turn, affected the growth and development of Europe as a whole. This has led to a rise in the fuel prices, as a result of which the sale of automobiles has reduced (Hu and Chen 2016). The consumers are willing to afford only public vehicles as even though the ticket cost has risen considerably, it will still be lesser than buying fuel for personal vehicles. Therefore, the companies are now forced to develop electric cars which will be much more efficient and help the companies to maintain sales.
The social aspect of Europe has changed along with the economic perspective. This is to say that the people of Europe, have become more conscious towards the environment and are rejecting the usage of petroleum-based vehicles to not only reduce the environmental pollution but also ensure that they can afford a livelihood (Saridakis and Baltas 2016). This is because; the increasing cost of fuel has led to a downfall of automobile purchase. This has affected the automobile companies, and therefore, the market has changed towards a demand for electric vehicles, which are not only clean but also environment friendly. 
Europe has always been the centre of technology in the world. However, this does not mean that other countries, namely China and Japan, are falling behind them by any means. The demand for electric vehicles has grown quite rapidly in the past few years. Therefore, the companies in Europe are also adopting ways to develop electric cars which will provide the same services as that of petroleum-based vehicles (Lucarelli 2019). This is because; the European companies want to stay ahead of the competition. This has become a technological race, on which country or continent can become the centre of technological development, by the introduction of high-profile electric vehicles. 
The environmental factors are probably the most important reason which has resulted in the massive change of market in the past few years. The current natural resources, namely petroleum and coal, are reducing at a rapid rate. This has concerned several countries across the world, as the reduction in natural resources mean that it will bring an end to the human civilisation. It is, therefore, essential to preserve the natural resources of this planet. However, every vehicle in the current scenario runs on petroleum-based fuel, and even a few years back, no company was also thinking about some alternate measures (Saridakis and Baltas 2016). However, environmental pollution caused by the vehicular emission and the reduction of natural resources has forced these companies to take steps so as to focus on the environment even more. Therefore, environmental concerns have led to a rise in demand for electric vehicles that will help to preserve the environment. 
The final aspect that has led to a massive change in the automobile industry in the past five years are the various legal factors. Since 2016, several laws have been passed regarding environmental pollution, and measures to be taken in order to preserve the environment. The sector that has been affected the most by these laws is the automobile sector. This is because around 54% of environmental pollution occurs due to automobile emission (Dinçer and Pınarbaşı 2020). Therefore, the legal system of Europe has passed laws in order to develop alternative means to protect the environment from further damage. Thus, this has led to the growth and development of a need for electric cars. Therefore, the automobile industry has also changed quite significantly in the past five years, as they are more and more focused on vehicles that will be pertaining to the current law and order of Europe.
Therefore, it can be studied that the automobile industry has changed quite significantly in the past few years. The demand for electric cars has grown quite extensively due to several reasons. The primary reasons include the technological, environmental and economic factors, which have pushed the automobile companies to develop vehicles that are environmentally friendly and much more affordable. Therefore, companies like Volvoare more and more focused on the development of Electric cars and electric buses in order to ensure that they can cater to the changing needs in the automobile industry. The political and legal aspects of Europe have also become a necessary factor in why Volvo is so heavily focused on the growth of electric vehicles. It is, however, essential to understand, that the development of electric cars by Volvo has given a lot of insight into the various aspects of electric car development, and the multiple ways in which it can protect the environment. It has also led to the growth and development of further job opportunities, as well as the growth of engineering and technology in Europe as a whole. 
The following section evaluates the past changes in the European automotive market through Porter’s Five Forces model.
Bargaining power of buyers (moderate): It has been noticed that there have been three main drivers to electric mobility, and consumer demand is the most significant drivers. The sales of electronic vehicles in Europe are very high, because of the huge number of consumers (McKinsey, 2014). The switching costs of the customers are low because there are other competitors.  However, the car industry is associated with consumer loyalty, and Volvo has a good brand image, which makes the threat lower (Huang, 2019).
Bargaining power of suppliers (high): The number of suppliers for the electronic vehicle is on the rise, and this had made the bargaining power of the suppliers rise. The industry is highly dependent on the quality of the products delivered by suppliers. The management must develop relationships with the suppliers, as losing good suppliers would hurt business. 
The threat of substitutes (high): There are a number of companies other than Volvo producing EV because of the high level of benefits associated with the product. It had been noted that the number of EV model launches had risen exponentially from the year 2010 (McKinsey, 2014). 
The threat of entry (low): The threat of entry is currently very low as the market is already associated with a number of companies and eminent companies hold a good level of brand loyalty. The consumers are less inclined to switch to new entrants. Moreover, Volvo would be able to operate at economies of scale, which new companies would not be able to attain. 
Industry rivalry (moderately high): The number and variety of competitors and their models are on the rise, which would make the industry more concentrated (McKinsey, 2014). The projected growth of model launches had been expected to stagnate. Though the company has high consumer loyalty, the threat does not become low (Nurlansa and Jati, 2016).
Change is inevitable in a market environment that is simultaneously affected by an umpteen number of factors. This is true for both at an organisational level such as Volvo, and the industrial level, such as the EV automobile industry. In a situation where everything affects everything, it is important to notice trends and take the right opportunity to avail the benefits of trends, as one of the most important determinants of trend is time. With the adoption of EV, Volvo would be able to adopt lean strategies where it could eliminate waste, go green and cater to the needs of the customers, which would be more and more environmentally concerned. The industry is attractive, and in future, there would be greater competition than now. There are many drivers that have created a great effect on the Volvo Cars company in order to emerge the Electric Vehicle Industry throughout the Europe. The following section details the drivers, which have been effective to shift the demand towards electric vehicles.
Consumer's acceptance of EV: The consumers of Europe are highly enthusiastic in order to gain a knowledge about EV industry (Li et al., 2017). In this respect, the Volvo Cars has taken the initiative to enthuse the customers in order to attract the attention of customers. There are many companies who have used fuels in operating their cars that has caused Global Warming all over the Europe. As a result, the consumers suffer a lot. Therefore, a huge restriction has brought over the carbon emission and in this respect, the demand of electric has been risen and will also be risen in the future. In this respect, Volvo Cars have taken the initiative to provide a good customer service to the consumers that has resulted in the acceptance of Electric Vehicles.
Cost and Savings: Another key drivers are cost and savings. The entire cost of EV ownership of is actually lower than gasoline-powered cars (Elgqvist and Pohl, 2019). In this respect, Volvo Cars is ahead of the other electric vehicle companies. The Volvo Cars Company has launched a number of vehicles that run 3.5 miles per kWh. Apart from that, the company has earned $7.500 and as a result, this company is successfully earning the competitive advantage.
Power of Domestic Energy: Since the global warming is increased, therefore, the Volvo Cars Company have taken the initiative to use the domestic energy in order to run the electric vehicle smoothly. The electric vehicles are run with the natural gas and zero emission sources respectively wind, solar, hydro (Shakeel et al., 2016). As a result, in future, the Volvo Cars Company will be successful in spreading the business all over the Europe and also it helps to gain a competitive advantage. This key driver’s help to reduce the gaseous emission. 
Maximum speed: The Volvo Cars have taken the initiative to launch more vehicles that run with maximum speed in competing with the other vehicles. In this respect, the Electric Vehicles run 17p/mile per day (Huynh and Hsieh, 2017). This driver has played an important role on the business of Volvo Cars Company. Therefore, the benefit of maximum speed of these electric vehicles will help the Volvo Cars in order to maintain a key position in order to gain the competitive advantages. 
Reduction of carbon footprints: Through the adoption of the EV, Volvo would be able to associate with green approaches to production as the vehicle does not allow the rise of carbon footprints (McKinsey, 2014). 
Opportunity for Volvo at present: Though the production of EV is quite costly, the cost of production would be low if Volvo takes the opportunity of government subsidies and enters the market now (McKinsey, 2014). Hence, the company must essentially indulge with the starting point of transformation.
Conclusion
The entire report has analysed about the significance of Electric Vehicles in Europe with the excellent performance from the Volvo Cars Company. The Volvo Cars Company has taken all the essential drivers, major forces that have created a large impact on the car manufacturing industry. As a result, the company is able to make the business profitable all over the Europe. The company's main motive is to serve the customers with excellent customer service and as a result, the company has experienced a larger participation and positive response from the customers. Therefore, the key drivers will also help Volvo Cars Company in order to make a stable position in the Electric Vehicle Industry.
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Figure 1: Porter’s five forces
(Source: Huang, 2019)

1

image1.png
Bargaining Power of Suppliers

|

Threat of _ _ Threat of
New Entrants Substitutes

1

Bargaining Power of Buyers




