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Analysis of Electric Vehicles

Introduction: 
Vehicles are vital in the transport industry, and humanity cannot do without them. Indeed, they are at the core of a range of sectors: health, education, leadership, agriculture, among others. The importance of transport as enhanced by vehicles can, therefore, not be overemphasized. Various changes have been made to make vehicles effective in enhancing the efficiency of the transport sector. Beginning with the use of vehicles with minimal environmental pollution, the automotive industry has been improved through the introduction of electric vehicles (EVs). Thus, after decades of the use of the traditional internal combustion engine (ICE) vehicles that dominated the industry, electric vehicles have revolutionized the industry. Indeed such companies as Toyota Motor Corporation, Nissan Motor Company, Bavarian Motor Works, and Tesla continue to make high sales of their electric vehicles (Amsterdam Round Table Foundation and McKinsey & Company, 2014). The PESTLE and Porter’s Five Forces are the best tools in analyzing the EVs industry, as well as the description of the changes in the industry over time and the reasons for such changes.










Figure 1
EVs sales in the major markets across the world (Deloitte, 2019).
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Note:  This figure represents the yearly sale of the light duty vehicles and passenger cars in the main markets of the EVs. It represents the scenario where the market share of the EVs moved above the 1% mark of the global sales of vehicles. Indeed, the sales of the cars went beyond twice as much in 2015 as in 2018. In mid-2018, the sale of the cars was approximately 783,000 units globally.

Figure 2. Source: Statista, (2019).
Note: The figure presents the sales of the electric cars in Europe between 2014 and 2019. From the graph, the sales were increasing on a yearly basis from below 25,000 units in 2014 to over 125,000 units in 2019. Though not proportionally, the graph shows an increasing popularity of these cars.

Part A

 The major forces shaping the business environment of the car manufacturing industry. 


The PESTLE/PESTEL Analysis
Figure 3
PESTLE analysis model of the EV industry (Perera, 2017).
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Political Factors (High)
These factors pinpoint the government's effects on the electric vehicle industry in terms of the macro-environment. The government entities are among the primary forces that impact many businesses and industries. For instance, the trade policies can place limitations on the performance of the industry as well as the income of the companies in the industry (Volvo). In the political macro-environment, three factors (policies) impact the electric vehicle industry. The first factor is the presence of government policies that support the industry. The second factor is new global treaties that provide opportunities to the industry. The third one is political stability in the market share of the industry, which is a major boost in the sales of the EVs (Deloitte, 2019). Conversely, when the factors are unfavorable, the industry will be negatively affected.
Economic Factors (High)
Some of these factors include trade levels, currencies, and other variables that have an impact on the electric automotive industry. For instance, a higher growth rate of the EVs in the market will affect the sales of the Volvo Company. Volvo, among other companies, is affected by three economic factors that influence the market share of this industry. First, when the costs of the battery are reduced, it spells an opportunity for a company. Second, the reduction in the costs associated with the decreasing renewable energy sources is also an opportunity for the company. Lastly, when there is economic stability in the countries within which the companies in the industry operate, companies tend to excel (Chandrasekaran, 2020).
Sociocultural Factors (Medium)
Social trends and conditions also affect the macro-environment of the firms that work under the EV industry, via the activities of investors, employees, and clients. The factor is associated with how well companies are in lined with these trends and conditions in their targeted markets. The strategies taken by the companies in this industry should maximize the pros that come with this factor. Three forces under this factor affect the industry. To start with, when there are increased calls to cut down on the carbon emission, the industry will benefit greatly. Again, when there is a culture that supports renewable energy, then such companies as Volvo will greatly benefit.  Additionally, when there is an improved distribution of the young (developing) markets, the industry will also make more sales (Wood Mackenzie, 2020).
Technological factors (High)
These factors deal with how technology affects the macro-environment of the industry. Indeed, the manufacturers of modernized EVs depend on the reliability of technologies. Three forces would affect the industry under this factor. When there is a high rate in the development of technologies used to make the EVs, there will better opportunities for the Volvo Company (among others) to make improved vehicles and thus higher sales. Similarly, should the EV organization take up the automation strategy, there will be more production of the automotive, which means more income. Moreover, the heightened use of mobile systems translates to a new online market for the industry. Nonetheless, the high rate of technology may mean the obsolescence of the older technologies of the firms in the industry (Tynan et al., 2019)
Ecological Factors (High)
These factors are associated with environmentally admissible materials that ought to be used in the industry. Under this factor, three forces affect the companies in this industry. First, with issues that are associated with climatic changes that are mediated by the ICE vehicles, the EV industry gets an opportunity to make more sales. Second, the expansion of environmental programs that call for the use of renewable energy would mean that the industry will benefit. Lastly, the rising standards for waste disposal also mean that EVs will be preferred by many clients. However, when the materials suggested legally would mean losses for the industry, these factors become a negative force for the industry (Deloitte, 2019).

Legal Factors (Medium)
These are the regulatory factors of the industry. Indeed, laws determine the managerial choices by companies. These factors affect the industry in three ways. When the international law on patent protection has been expanded, the industry will enjoy more ownership rights in foreign countries. Additionally, when there are regulations that control the energy consumption of vehicles most people would go for the EVs. In conclusion, the presence of laws that support direct sales in the target markets creates an opportunity for the company. Nonetheless, some laws are against direct sales, which would mean losses for the company (Chandrasekaran, 2020).
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                                                               Part B

Critical assessment of the organisational and other changes that may take place in the future and the reasons for such changes. 

Porter’s Five Forces
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Figure 4
Porters five Forces of the EV Industry (Login, 2018).


Competitive Rivalry (high)
Companies in the electric vehicle market face stiff competition. This force presents an analysis of the impact of competition on the energy and automotive solutions associated with this industry. The number of companies that manufacture these cars is not large enough to create competition, making it a low force (medium force). Nevertheless, there is high aggressiveness when it comes to the incorporation of technology, which makes it a high force when companies compete in harnessing the most contemporary technologies. Lastly, the aspect of low switching costs means that there are no impediments for clients to buy EVs from any company of their choice, making it a high force of competition. Overall, competition is a high force against companies (Jussani et al., 2015).
Customers’ Power to Bargain (medium)
This force analyses the impact of clients on the companies serving under the electric vehicle industry, in terms of the sales revenues. The first factor under this force is the fact that there are low switching costs in the industry, where clients can buy the EVs from other companies apart from Volvo, for example. This factor, therefore, creates a high force against these companies. The second factor is the presence of substitutes (the public transport in the suburbs being the substitute for EVs, for instance), which increases the bargaining power of the clients against these companies but to a small degree (medium force). Truly, when there are no public means upcountry people will resort to driving personal cars, which means they will be likely to buy the EVs; this factor, therefore, favors the EVs companies. Lastly, the low purchases of the EVs reduce the impact of the clients on such companies like Volvo, among others in the industry (weak force). Clients’ bargain is thus a medium force (Musonera & Cagle, 2019).
Suppliers’ Power to Bargain (medium)
This force is based on the fact that the business of the EV companies is based on the suppliers’ reliability. Indeed, suppliers affect the availability of materials that are needed in the manufacture of the EVs. The external factors under this force create a medium force regarding the bargaining power of the clients. To start with, the suppliers have a medium degree of forwarding integration, a medium force associated with the suppliers’ inability to control the distribution and sale of their merchandise. While some suppliers use third parties to sell their products, others make direct sales to their target companies. Also, often, the suppliers are small in size, which limits their impact on the industry; affects the industry moderately. Lastly, when there is a medium level of supply, the suppliers will also have a minimal effect on the EV companies. Thus, the overall force has a medium impact on companies (Login, 2018).
Substitution Threats (medium)
This is a medium force against the success of the EV companies. Three factors are associated with this force. First, there is a high force against companies that are associated with the impact of the low switching costs. Low switching costs mean that there will be more substitutes available for the EV clients. The customers can, therefore, opt to use public transport instead of buying an EV. Second, medium availability of substitutes controls such an influence of the substitutes. This factor leads to the presence of limited numbers of EV substitutes in the market. Third, when there are many substitutes, they will have a medium level of performance as far as the needs of the clients are concerned. For instance, public transport can never be as versatile as the use of personal EVs. By and large, the substitutes have a medium force on the EV companies (Jussani et al., 2015).
New Entry Threats (low)
This is a force in the macro-environment that affects the performance of such companies as Volvo. When there are high costs that are associated with building a brand, the new entrants into the industry will not be able to compete with such established companies as Volvo, among others in the industry. Even then, these costs form a low force in support of the existing companies. Again, it becomes a low force against these companies when the cost of manufacturing the EVs is high; the new entrants find it hard to do business. Moreover, the presence of the economies of scale makes the existing companies more competitive than the new entrants (a low factor). Overall, the new entrants is a low force (Login, 2018).

The introduction of the EVs in the world dates back to over a century ago and is based on the period between 1828 to date.  They are still popular for the same reason that they were the first time they were created: energy efficiency, minimal environmental control, and reduced operational issues compared to the ICEs. Various changes have occurred to the EVs over the years (Emadi et al., 2018).  The first car to be created was the electric car called the P1, which was designed by Ferdinand Porsche in 1898. Soon after, a car that used both gasoline and electricity was created (the hybrid car). Thomas Edison would later come up with a more efficient electric vehicle battery.  The real milestone, however, happened twenty years ago in the 21st century, with the introduction of the Toyota Prius in 1997 (Lopes et al., 2015). 
Part of this milestone was the establishment of the Tesla Company that received government support. Such companies as Volvo took up the challenge and manufactured even more developed EVs. The industry continues to evolve and some of the changes that have happened due to demand and technology availability include speed where the earlier vehicles had an average speed of 23km/h. The current EVs have improved speed of up to 126 km/h (Sciarretta & Guzzella, 2017). The high speed has been made possible by the introduction of more efficient electric batteries. Truly, the batteries have changed from the lead-acid, nickel-metal, to lithium-ion batteries; creating more battery longevity. Like the changes in speed, these batteries have been reformed due to higher demands and improving technologies. Again, the EVs have changed in terms of the materials used to manufacture them: Cobalt, steel, lithium and aluminum, which have minimal environmental impact. In the modern world, environmental changes have raised concerns and the materials being used for EVs have reduced impact to the environment compared to the ICEs.
Various reasons inform the drive for the more production of the EVs. There is a high demand for EVs because they are cheap when it comes to maintenance. Again, they are cheaper to run compared to the ICE, where the EV runs on a third of the cost of running the ICEs. Additionally, there is increased production of the vehicles because the EVs are more effective in taking care of ecological welfare. They are associated with reduced environmental pollution, use renewable energy, and are manufactured using eco-safe materials. Such changes as improved battery life and speed are made to maximize these pros of the EVs. The future changes in this industry include the monopolization of the EVs and the phasing out of the hybrid EVs. Furthermore, the EVs will be cheaper given the high production degrees that are likely in the future; meaning more sales (figure 4) (Emadi et al., 2018). This industry is attractive because most of these forces are medium.
Figure 5
Forecast sales of the EV (Deloitte, 2019).
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Note:  This figure presents an outlook by Deloitte, which indicates that the EVs sales have changed from 2 million units in 2018 to the 4th millionth mark in 2020. It is predicted that the units will be 12 million by 2025, before increasing to 21 million by 2030. These changes will be due to the progressively decreasing costs of the EVs.

Conclusion:
It has been noted in this paper that the EVs are at core of the modern transport sector. From their earliest models, these vehicles continue to change due to the growing competition and the ever-evolving automotive technologies. Some of these changes include speed, the battery used, the battery longevity and more eco-safe materials. The PESTLE analysis and Porter’s five forces show that the EV industry is worth investing in.
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