1



UNIVERSITY OF WALES
                                                     TRINITY SAINT DAVID




STUDENT NAME:Elena Carmen Anghel
                                   STUDENT NUMBER:1902017
                          MODULE TITTLE: The  Global  Business  Enivironment
                          ASSIGNMENT TITLE:  Enivronmental  Analysis of an Industry –Assesment 1
                         MODULE LECTURE NAME: Kenny Tang



















Introduction	3Table of Contents

External Forces Shaping Business Environment	3
PESTLE Analysis	3
Porter’s Five Force Analysis	5
Changes within the Industry in the Past Few Years and Identified Forces Shaping Business of Car Manufacturing Industry	6
Critical Assessment of Organisational and Other Changes that May Take Place in the Future	7
Drive Towards Production of Electric Cars	10
Conclusion	11
Reference List	13







[bookmark: _Toc38814994]Introduction
The rising technological advancements have encouraged the existing automobile manufacturers as well as a few novel dedicated enterprises to put significant efforts in the transformation of the traditional vehicles into the modern Electric Vehicles which offer reliable and green solution towards sustainability. The rising demands for electric vehicles have been replacing the traditional vehicles in Europe, the US and Asia, thereby increasing the market shares (Mahmoudi, Flah, and Sbita, 2014). Since it does not cause any of emission while idling therefore, it does not contribute to the making of smog that make the air of the city highly polluted (Un-Noor, et al., 2017). The following discussion would explore the various external business market factors that have been shaping the operations and businesses of electric vehicles. 
[bookmark: _Toc38814995]
External Forces Shaping Business Environment 
[bookmark: _Toc38814996]PESTLE Analysis
Political Factors: These comprise of the existing as well as the future support that is required for the development of electric vehicles, which majorly comprise of the funding and grant initiatives. The European Green Vehicles Initiative (EGVI) supports the funding, development and expansion of the electric vehicles in Europe. Furthermore, an initiative, Horizon 2020, has also been initiated in Europe which is a contractual private and public partnership that is dedicated towards deliverance of green vehicles along with green mobility system solutions (Musonera, and Cagle, 2019). 
Economic Factors: These comprise of the entire financial circumstances that prevail in the automotive market. Although the sales of electric vehicles have been rising steadily, however, it has not been meeting the industry expectations or the European policy makers. It has been anticipated that by the year 2020, the sales of the electric vehicles would e about 10 to 12 per cent to the overall car sales (Musonera, and Cagle, 2019). However, the purchase price of the electric vehicles has been considered as one of the major challenges associated with the further penetration of these automobiles in their further market penetration. 
Social Factors: With respect to the EU consumers, the attitude towards the electric vehicles is being assumed to be a drawback. The EU customers lack the required knowledge regarding the electric vehicles and most importantly they also do not have much experience with respect to these vehicles. However, it has also been determined that the mindset of the consumers can be changed as was witnessed in the 3 months trial that took place between the years 2009 and 2012, whereby 340 electric vehicles were tested by the EU citizens, which revealed that several of the users had claimed that if charging the electric vehicle be included in the daily routine, then the electric vehicles would provide them with the same level of satisfaction that they have achieved with the traditional vehicles (Musonera, and Cagle, 2019).  
Technological Factors: The relevant existing as well as future technological innovations is associated with the development of the electric vehicles. The main challenge that is associated with the electric vehicles is the limitations that is associated with their range, that is, the distance they can cover in a single charge. It has been estimated that one of the batteries of electric vehicle is sufficient for covering a distance of 100 – 120 km (Musonera, and Cagle, 2019). On the contrary a traditional vehicle is capable of covering over 600 km. There also remain the challenge of establishing charging stations, so that the consumers are able to charge the batteries as per required. 
Legal Factors: This comprises of all the legislations that are associated with the regulating bodies and any changes that may take place within the legislations. As per the 2011 White Paper Roadmap, the traditional vehicles are anticipated to experience a decline in the usage by 50 per cent, thereby reducing the prevalence of greenhouse gas emissions resulting from transportation, to 60 per cent by the year 2050. The “Urban Mobility Package” of the EU supports the electric vehicles via the accessibility regulations as per the emission class of the vehicle to create low emission zones within the EU cities (Musonera, and Cagle, 2019).
Environmental Factors: This comprises mainly of the concerns that are associated with the pollution level that would result from the electric vehicles, along with the attitudes that the governments as well as consumers have towards the environment. The electric vehicles hold the potential of reducing the atmospheric pollution, while it can also reduce the levels of SOx, COx, and NOx emissions at the local levels (Musonera, and Cagle, 2019). Nevertheless, it should also be taken into consideration that renewable energy is used for electricity production that is needed to charge the electric vehicle. This is because the use of energy plants for obtaining electricity eventually contributes towards environmental pollutions, thereby demeaning the benefits and significance of electric vehicle usage.
[bookmark: _Toc38814997]Porter’s Five Force Analysis
The Porter’s five force analysis would aid in determination of the underlying competitive structure of the industry in which the electric vehicles operate along with the major forces that influence the operations. The details regarding the Porter’s five force analysis of the electric vehicle industry is as follows. 
Threat of new entrants: This is low due to the high barrier to entry into the industry. These barriers majorly include the aspect that the manufacturing of electric vehicles need high investments in the area of productions, such as technology and machineries. Furthermore, the expertise that is needed for the development of the electric vehicle is limited and the technologies that are required to develop an electric car, such as its batteries, are quite expensive (Mahmoudi, Flah, and Sbita, 2014). Hence, companies like Volvo, experience low threat with regards to new entrants in the industry. 
Threat of substitution: This threat is very high, which is further intensified with the existing conventional vehicles that are still preferred by several of the consumers, over the electric vehicles. Although the model mix of electric vehicles is not very wide in comparison to that of the traditional automotive industry, thereby posing a threat on the electric vehicles. 
Purchasing power of buyers: The buyers pose high purchasing power in the industry as they have the option of switching to the conventional vehicles. Furthermore, switching cost between different models of electric vehicles is also less (Un-Noor, et al., 2017). 
Bargaining power of suppliers: The suppliers have low bargaining power as there are several suppliers that can provide the companies with the desired and required items. Furthermore, the organisations are able to achieve the required innovation by themselves and there is no contribution of suppliers in it. Hence, the suppliers have a low power.
Industry competitive rivalry: This threat is high in the industry as all the automobile enterprises that have been producing electric vehicles have been fighting to gain maximum numbers of potential buyers. Furthermore, the competition is intensified due to the high purchasing power of the buyers (Un-Noor, et al., 2017). As a result of the same, organisations such as Volvo, Tesla, etc. have been experiencing stronger competition. 
[bookmark: _Toc38814998]Changes within the Industry in the Past Few Years and Identified Forces Shaping Business of Car Manufacturing Industry
The concept of electric vehicles is considered to be over 100 years old, however, it has been gaining popularity and growth in the modern times, which has been facilitated by the technological advancements and better economic stability, which is amalgamated with the need for more eco-friendly automobile alternative. The hype for electric vehicles in the modern times begun with the introduction of luxury electric sports cars by Tesla that had the capacity of covering 200 miles in one charge (Department of Energy, 2014). Eventually in 2010 Tesla started manufacturing more electric vehicles after it received a loan of $465 million from the Loan Programs Office of Department of Energy (Department of Energy, 2014). Eventually by the end of 2010 several other automobile companies such as Nissan and Chevrolet released Nissan LEAF and Chevy Volt in the market. Gradually the automobile companies started making variations and developed hybrid cars that offered the features of gasoline engine which supplemented the electric drive once the battery got depleted, providing the consumers with the facility of driving to the nearest charging station (Department of Energy, 2014). Novel battery technologies were developed and the same were introduced in the market that facilitated in reducing the price of the electric vehicles. Presently, the customers have more choices with respect to the variety of electric vehicles as there are 23 models of plug-in electric vehicles and 36 models of hybrid vehicles available in the market, in varied sizes. The rise in the price of gasoline has been facilitating the decline in the prices of electric vehicles (Department of Energy, 2014).  
[bookmark: _Toc38814999]Critical Assessment of Organisational and Other Changes that May Take Place in the Future 
Like the other automobile companies associated with the manufacture of electric vehicles, the initiatives that have been taken by Volvo have also been towards establishment of the kind of market that comprises majorly of electric vehicles. So as to achieve the same, it was announced by Volvo in 2017 that it shall be launching cars with only electric motors from the year 2019, thereby marking the historic end of those cars that comprised of internal combustion engine (ICE). In this manner, the company shall be “placing electrification at the core of its future businesses” (Volvo Cars, 2017). Furthermore, Volvo had also announced that between the years 2019 and 2021, it shall be launching 5 fully electric vehicles of which, 3 will be of Volvo models while the remaining 2 shall be of high performance electric cars developed from Polestar, which is the performance car arm of Volvo Cars (Volvo Cars, 2017). Furthermore, Volvo also intends on introducing ICE enhanced electrified car options as replacement of the sole ICE cars and aims towards achieving a sale of 1 million electrified cars by the year 2025. 


Figure: Global Electric Vehicle Forecast
[image: ]
(Source: J.P.Morgan, 2018)
As has been elucidated by Sharma, et al. (2016) by the year 2020, one in 20 vehicles are expected to be electrified. Furthermore, it has also been estimated that only 0.01% of the cars would be equipped with fuel cells by the year 2020, that is, about 16,000 units per year. The trend of global electrified powertrain for the period of 2011 to 2020 has been illustrated as depicted below.








Figure: Trend of Global Electrified Powertrain: 2011-2020
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(Source: Sharma, et al., 2016)





Figure: Global Market for Electric Vehicles in 2018 
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(Source: Hertzke, et al., 2019)
[bookmark: _Toc38815000]Drive Towards Production of Electric Cars
The rising concern associated with global climate change and increasing price of the fossil fuels have been the major drivers of the production of the electric cars. Furthermore, there are also certain advantages of electric vehicles that make it more desirable as opposed to the ICE based vehicles. The electric motors of these electric vehicles react rapidly and therefore, they have very good torque and are highly responsive. Furthermore, these vehicles are digitally more connected as opposed to the traditional vehicles and there are several EV charging stations that provide the option of controlling the charging of the battery via smartphone app (Office of Energy Efficient and Renewable Energy, 2020). It has been anticipated that by the year 2025, China’s Geely that currently owns Volvo would be in the third position with respect to the sales of electric vehicle, following Volkswagen, the alliance between Mitsubishi Motors, Nissan and Renault, in the first and second positions, respectively, while Tesla would be positioned fourth in the same (Riley, 2019). The health benefits that are associated with the electric vehicles, that is decreased emission of harmful exhausts that eventually results in better air quality and less health issues, is also considered to be a significant driver of the production of electric vehicles, as it would aid in decreasing air pollution. Furthermore, since electric vehicles are quieter than the diesel or petrol vehicles, therefore, these would also facilitate reduction of noise pollution (Ergon, 2020).  
Figure: Top Electric Car Manufacturers in the Year 2025
[image: ]
(Source: Riley, 2019)
[bookmark: _Toc38815001]Conclusion
An electric drive vehicle, otherwise known as electric vehicle is based on one or more motors that are either traction or electric based, and these motors are responsible for ensuring the propulsion. Electric vehicle can be operated quite easily and is a quiet vehicle, which does not require additional expenses associated with fuel consumptions that are otherwise essential for traditional vehicles. Based on the discussions that have been presented above, it can be concluded that the various advantages that are associated with the electric vehicles have been the major drivers of its growth in the market and therefore, Volvo should also continue working towards the production of more such innovative electric vehicles. 
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