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 the  industry  and  help  with  making  stronger  corporate  decisions.  The  bachelor’s  thesis  is 
 divided  into  two  parts;  theory,  which  elaborated  the  tools  and  analysis  used  in  the  practical 
 part. And the practical part utilizes the tools and methods mentioned in the practical part.  



Key words: 


NIO Inc., Electric Vehicle, Strategic Analysis, Strategy 



(6)
Table of Contents 


Introduction ... 1


Theoretical Part ... 2


Corporate Statements ... 3


Stakeholders Analysis ... 3


PEST Analysis ... 5


Porter’s Five Forces Analysis ... 7


Market Segmentation ... 10


VRIO Analysis ... 11


Performance Analysis ... 13


Benchmarking ... 13


Scenario Planning ... 14


SWOT Analysis ... 14


Practical Part ... 16


Company’s Background ... 16


Evaluation of Corporate Statements ... 17


Stakeholders Analysis ... 18


PEST Analysis ... 21


Porter’s Five Forces Analysis ... 28


Market Segmentation ... 31


VRIO Analysis ... 32


Performance Analysis ... 36


Benchmarking ... 37


Scenario Planning ... 38


SWOT Analysis ... 39


Top Management Recommendation ... 41


Bibliography ... 43



(7)
List of Figures


Figure 1: Levels of Strategy ... 2


Figure 2: Power/Interest Grid ... 4


Figure 3: PEST Analysis Framework ... 5


Figure 4: Exhibit Forces Governing Competition in an Industry ... 7


Figure 5: Types of Market Segmentation. ... 10


Figure 6: VRIO Analysis Framework ... 12


Figure 7: Scenario Planning Framework ... 14


Figure 8: Stakeholders Matrix of NIO Inc. ... 20


Figure 9: Reasons to choose EV in China. ... 22


Figure 10: USD to RMB 5 year exchange rate. ... 23


Figure 11: Lithium-ion battery pack costs worldwide between 2011 and 2030  (in U.S. dollars 
 per kilowatt hour) ... 24


Figure 12: Consumer spending in China (*values in RMB HML). ... 25


Figure 13: Number of public Universities graduates (*value is 1,000s) ... 26


Figure 14: Operational stock of industrial robots in China. ... 27


Figure 15: EV Market Share in China 2020 ... 30


Figure 16: NIO's Battery Swapping Stations ... 33


Figure 17: Scenario Planning for NIO. Inc ... 38



List of  Tables 

 Table 1: Stakeholder Issue Matrix of NIO Inc. ... 21

Table 2: VRIO Analysis of NIO Inc. ... 32


Table 3: Comparative Performance Analysis ... 36


Table 4: Benchmarking Analysis ... 37



(8)1 | P a g e



Introduction 


The purpose of the bachelor’s thesis is to conduct a strategic analysis of NIO Inc. and 
 suggest recommendations. Strategic analysis is the process of consolidating relevant data by 
 analysis  internal  resources  and  external  environments.  It  helps  with  an  organization  to  get  a 
 better understanding of areas that need further improvement and what is already working well 
 for  them.  It  will  uncover  any  growth  options,  obstacles  within  the  industry  and  help  with 
 making stronger corporate decisions.  


NIO Inc. is a Chinese electric vehicle manufacturing company that is headquartered in 
Shanghai, the company was founded in 2014, therefore it is relatively new in the automotive 
industry  (InsideEVs,  2021).  Their  main  market  is  China  and  recently  they  have  started 
accepting orders for making  deliveries  in  Norway.  The  bachelor’s thesis  is  divided into two 
sections,  theoretical  and  practical.  The  theoretical  part,  which  will  consist  of  an  in-depth 
explanation  of  the  tools  and  frameworks  used  in  this  strategic  analysis.  Whereas,  in  the 
practical part the previously mentioned tools will be utilized.  
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Theoretical Part 


Frigo  &  Krumwiede  (2020)  state  that  strategy  is  the  course  of  actions  taken  by  top 
 management of an organization in order or accomplish overall objectives and goals. Strategic 
 decision  making  allows  for  a  better  and  sustainable  performance.  It  also  describes  the 
 intentions and ambitions that an organization has regarding creating merit for its stakeholders. 


These strategies can exist at various levels of an organization.  


Figure 1: Levels of Strategy 


Source: (Business-to-You, 2020) 


Corporate  level  strategy:  this  is  regarding  overall  operations  and  scope  of  an 
 organization.  This  is  concerned  with  top  executives  and  their  strategic  decisions  of  how 
 different  business  sections  will  efficiently  add  value.  This  would  cover  areas  like,  global 
 expansion,  merger  and  acquisitions,  diverse  product/service  portfolio  and  how  to  allocate 
 available resources throughout the organizational structure (Johnson, Scholes, & Whittington, 
 2008, p.7).  


Business  level  strategy:  deals  with  how  different  divisions  of  an  organizations  that 
are a part of corporate strategy need to compete within their market. This level of strategy can 
also  be  referred  as  ‘competitive  strategy’.  This  typically  involves  concerns  such  as 
distribution  channels,  pricing  strategy,  quality  of  products.  In  small  to  medium  size 
enterprises where they have only one division, the corporate strategy and business strategy is 
more or less the same (Business-to-You, 2020).  
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Functional  level  strategy:  refers  to  the  goals  and  actions  dedicated  to  different 
 departments  that  overall  support  the  corporate  and  business  level  strategies.  These  are  the 
 guidelines of how the department  must operate  and achieve desired outcomes from  its  daily 
 operations.  An  example  of  corporate  strategy  could  be,  increasing  market  share.  The 
 functional  strategy  in  this  case  would  be,  the  marketing  department  figuring  out  ways  to 
 improve brand identification (Johnson, Scholes, & Whittington, 2008).  



Corporate Statements 


Mission, vision, and values are set up when the organization is formed. They create a 
 strategic  focus  for  the  organization  and  its  employees.  They  are  usually  communicated  in  a 
 written  form,  they  answer  questions  such  as,  what  the  organization  is,  what  it  values  and 
 where it is going (Sooy, 2013).  


According  to  Johnson,  Scholes,  &  Whittington  (2008), mission  statement  is  a  short 
 and coherent  description of  an organization’s  fundamental  purposes, it defines  the  existence 
 of the entity. Furthermore, stakeholders utilize a mission statement in order to see if the values 
 of  the  company  align  with  their  goals.  On  the  other  hand,  a vision  statement  illustrates  the 
 long-term  results  that  a  company  wishes  to  achieve  through  its  efforts.  It  is  meant  to  give 
 employees  a  direction  so  they  can  align  their  values  with  the  company’s  and  achieve  future 
 goals. Core values are the principles an organization stand for and uses to guide their strategy. 


They showcase what the company believes in and how they behave. A mantra is a succinct 
 way  of  encapsulating  a  company’s  mission  statement.  It  must  be  short,  impactful,  and 
 memorable.   



Stakeholders Analysis 


Groups,  individuals,  or  entities  involved  with  an  organization  either  internally  or 
 externally are considered as stakeholders. The purpose of a stakeholder analysis is to identify 
 these people and analyze their needs. Knowing relevant stakeholders gives businesses a better 
 understanding of stakeholder’s interests (Bdaiwi, 2017).  


Example stakeholders are: 


➢  Government 


➢  Employees 


➢  Media 
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➢  Trade Union 


➢  Competitors 


➢  Shareholders 


➢  Investors 


➢  Suppliers 


Stakeholders  are  grouped  as  internal  or  external.  Internal  stakeholders  are  the  ones 
 involved within a business. These can be managers, employees, executive staff, etc. Whereas 
 external  stakeholders  are  the  ones  who  are  not  in  the  business  itself,  but  they  can  directly 
 affect its operations (Fernando, 2021). 


Figure 2: Power/Interest Grid 


Source: (Bdaiwi, 2017) 


Once all the relevant stakeholders have been identified, they are categorized based on 
 their  interest  and  power  within  the  organization  as  seen  in  figure  2.  They  are  put  in  four 
 different  quadrants  based  on  high/low  power  and  high/low  interest.  Stakeholders  in  high 
 power  and  high  interest  are  the  ones  that  the  company  must  prioritize  and  manage  closely, 
 they  are  the  most  important  stakeholders,  and  they  can  influence  how  a  business  performs. 


Stakeholders  in  keep  satisfied  quadrant  are  the  ones  with  high  power  but  low  interest,  it  is 
important  to  keep  them  satisfied  to  avoid  any  bottleneck  as  these  stakeholders  have  high 
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power.  In  the  keep  informed  quadrant  are  the  ones  who  do  not  have  the  power  to  affect  a 
 company’s  operations  but  have  high  interest.  They  need  to  be  regularly  checked  on  and 
 informed  about  the  organization’s  operations.  Finally,  in  the  monitor  quadrant  are  the 
 stakeholder  that  have  low  power  and  low  interest.  These  stakeholders  are  easy  to  influence, 
 and they just have to be occasionally informed about the operations (Bdaiwi, 2017).  



PEST Analysis 


According to Keyser (2018) A PEST analysis is a tool that helps in understanding the 
 macro-environmental  factors  which  can  impact  the  company  and  the  industry.    This  tool  is 
 more  suitable  for  a  startup  or  for  when  a  business  wants  to  expand.  It  is  often  paired  with 
 other  business  tools  such as  porter’s  five  forces  and SWOT  analysis  to get  awareness  about 
 the internal and external factors. As shown in figure 3, the P in PEST stands for political, E 
 for economic, S for Social and T for technological.  


Figure 3: PEST Analysis Framework 


Source: (Keyser, 2018) 
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 Political 


The  political  factors  are  showcases  how  the  government  rules  and  regulations  can 
 affect  the  economy  and  the  specific  industry.  Regulation  and  laws  enforced  by  the 
 government can affect how profitable a business can be. Favourable regulation can benefit an 
 organization by helping them achieve their desired goals. Typical examples of political factors 
 include: 


➢  Political stability 


➢  Corruption 


➢  Labour law 


➢  Government incentives 


➢  Foreign trade policy 


Economic  


The economic factors are used to determine the elements that can influence economy’s 
 performances.  Because  these  factors  affect  the  purchasing  power,  they  can  directly  or 
 indirectly affect the company. It can determine what costs a company will associate with their 
 products and services. Typical examples of economic factors include: 


➢  Exchange rate 


➢  Inflation rate 


➢  Unemployment rate 


➢  Economic development  


Social 


The  social  factors  are  a  characteristics  of  the  population  where  an  organisation  is 
 operating. These are the consumer behaviors, changing norms and social habits, these factors 
 help with understanding which customers to target. Typical examples of social factors inlude: 


➢  Career attitude 


➢  Lifestyle attitude 


➢  Education level 


➢  Age distribution 


Techonological 


The techonological  factors  refer to  the development  of technology  that  can influence 
the  operation  of  an  organization.  Due  to  the  fourth  industrial  revolution,  techonological 
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development  has  made  businesses  more  efficient  and  innovative.  By  understand  these 
 development  a  company  mitigate  unnecessary  costs  in  research  and  development  of 
 techonology that will become outdated. Typical examples of techonological factors include: 


➢  Automation 


➢  Digitalization 


➢  Robotization 


➢  Internet connectivity 



Porter’s Five Forces Analysis 


According  to  Investopedia  (2020),  Porter’s  five  forces  is  a  framework  that  was 
 developved and published by Michael E. Porter in 1979. It is a tool used to identify and get a 
 better understanding of five competitive forces that are formed within an industry. These five 
 forces  as  shown  in  figure  4  are;  competitive  rivalry,  supplier  power,  buyer  power,  threat  of 
 substitution, and threat of new entry.   


Figure 4: Exhibit Forces Governing Competition in an Industry 


Source: (Porter, 1979) 
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Competitive Rivalry 


According  to  Johnson,  Scholes,  &  Whittington  (2008,  p.64),  this  force  analyses  the 
 relevant competitors in the industy that are offering the same products or services. These are 
 not  the  same  as  threat  of  substitution  force.  In  an  automotive  industry  the  rivals  would  be 
 other car manufacturers, but the substitution would be public transportation. There are various 
 factors that affect the degree of competitiveness, these include but are not limited to:  


➢  Industry  growth  rate:  An  emerging  market  often  see  a  rapid  growth  rate  and  strong 
 competition,  whereas  in  a  stagnant  market  there  is  less  competition  because  the 
 customer‘s expectations are established.  


➢  Number  of  competitors:  The  number  of  competitors  within  an  industry  determines 
 how  the  competions  will  be.  A  higher  number  means  that  there  will  be  intense 
 competition in order to gain dominance and market share.  


➢  Exit barrier:  It  is  very hard to  leave the industry due to  the capital  already invested. 


For example, a company might want to leave but they have various assets that they are 
 not  able  to  sell.  This  leads  to  a  strong  competition  because  in  declining  industries, 
 companies stay and try to gain more market share. 


Threat of New Entrants 


This factor analyses the barriers that a new company must overcome in order to enter 
 an  existing  market.  If  the  barriers  are  easy  to  overcome  then  the  industry  will  see  strong 
 competition. Higher barriers for new entrants means that the existing companies will not face 
 new  competition  (Luenendonk,  2019).  There  are  various  barriers  that  new  entrants,  these 
 include but are not limited to:  


➢  Economies of Scale: When a company is able to manufacture at a larger scale, it can 
 benefit from the per unit cost of the product. Higher quantity will lead to lower costs, 
 and this will be a barrier for new entrants as they will not be able to achieve this cost 
 advantage.  


➢  High  Initial  Investment:  If  the  initial  investment  required  for  an  entry  in  a  specific 
 industry  is  high,  then  the  new  entrants  will  face  challenges  finding  the  funds  and 
 resources to overcome this barrier. 


➢  Retaliation: The existing company in an industry can retaliate by starting a price war, 
which  would  be  too  costly  for  new  entrants.  Moreover,  knowing  the  fact  that 
companies are ready to retaliate is discouraging. 
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Threat of Substitute 


   This factor analyses products or services that are different from the one a company is 
 offering,  but  they  satisfy  the  same  customer’s  needs.  Companies  need  to  focus  on  what 
 substitutes  can  cause  potential  threat,  often  they  are  too  occupied  with  competitors  and 
 neglect  the  substitutes  (Frigo  &  Krumwiede,  2020).  There  are  various  barriers  that  new 
 entrants, these include but are not limited to:  


➢  Switching Cost: If the switching costs are low for consumers then they will have more 
 of an incentive to explore other options. Unless they are loyal to the brand, they will 
 most likely opt for a cheaper alternative.  


➢  Product Price: The price of a substitute raise risk for a business. Lower prices mean a 
 higher chance that the consumers will switch. This also puts a barrier on the business 
 itselfl,  if  the  substitutes  have  lower  price  then  they  might  be  forced  to  adjust  their 
 prices too.   


Power of Customers 


This  force  analysis  the  bargaining  power  of  customers  and  how  it  can  affect  the 
 pricing strategy of a company. Customers have power when there are a lot of sellers, it makes 
 it  easier  for  them  to  switch.  Whereas,  the  power  of  customers  is  low  when  the  offered 
 products  is  different  from  the  other  competitors  (Johnson,  Scholes,  &  Whittington,  2008). 


There are various barriers that new entrants, these include but are not limited to:  


➢  Concentrated  Buyers:  If  the number of buyers  compared to  the suppliers is  low then 
 this will increase the bargaining power of customers as they can threaten to switch. 


➢  Switching Cost: If there are low switching costs for the buyer, then they will look for 
 cheaper alternatives. This can lead to a organisation losing potential customers.  


➢  Backward  Integration:  In  case  that  the  buyers  has  the  resources  to  either  integrate 
 suppliers or start producing whatever they were buying in-house. This can increase the 
 bargaining power over the suppliers.  


Power of Suppliers 


This force analyses the bargaining power of suppliers and how it can affect the pricing 
strategy of a company. Suppliers can put pressure on a business through various methods, for 
example, raising prices, lack of availibility of products or lowered quality (Corporate Finance 
Institute,  2021).  There  are  various  elements  that  can  influence  the  bargaining  power  of 
suppliers, these include but are not limited to:  
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➢  Number of Suppliers: If there are a lot of suppliers relative to the buyers operating in 
 the same industry then the bargaining power of suppliers will be low. Buyers will have 
 the option to pick from depending on the best price. 


➢  Standardized Products: Depends on how unique the supplies are. If what the supplier 
 is  offerening  is  diverse  then  they  have  more  bargaining  power.  Whereas,  if  supplies 
 are same and offererd buy many other suppliers then there is chance of swithcing to a 
 better option, 


➢  Switching Cost: Related to how cost effective it will be for a customer to switch to a 
 different  supplier.  Higher  switching  cost  means  higher  bargaining  power  for  the 
 suppliers. 



Market Segmentation 


According  to  Sraders  (2019),  marketing  Segmentation  is  the  action  of  dividing  a 
 market  into  various  different  characteristics.  Segmenting  a  market  can  help  organizations 
 reach a specific audience, this can make their marketing strategy more cost effective. It helps 
 them  figure  out  customers  that  need  their  products  and  find  new  under-served  customers  to 
 reach  out  to.  As  shows  in  figure  5,  there  are  four  different  types  of  segmentation  that 
 campanies use to divide their prospective market: 


Figure 5: Types of Market Segmentation. 


Source: (Claessens, 2016) 
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Geographic Segmentation 


Geographic  aspects  which  can  help  with    targating  to  the  right  customer  base,  It 
 involves  the country, city, or region  potential consumer are based in.  It  can also  include the 
 density of the population or city.  


Psychographic Segmentation 


This  examines  the  consumer’s  lifestyle,  their  interests,  activities,  opiNIOn,  social 
 class,  in  order  to  get  a  better  understanding  of  their  needs.  It  is  crucial  to  understand  the 
 lifestyle  of  a  targeted  consumer  base  to  find  what  they  are  interested  in  and  cater  to  those 
 interests. 


Demographic 


This section of marketing segmentation deals with grouping consumers based on their 
 age, gender, nationality, income level, their equcational achievements and family size. It help 
 organizations  with  effective  advertising  and  targeting  those  who  fit  the  criteria  rather  than 
 going for the entire market.  


Behavioral Segmentation 


    This focuses on the behaviour consumers have towards a company’s products. It takes 
 into account brand loyalty, how much consumer as affected by price changes, their decision 
 making process before purchasing and their overall consumer behaviour.  



VRIO Analysis 


The VRIO analysis is a tool that is desined to help business with understanding which 
internal  resources  or  capabilities  can  give  them  a  sustained  competitive  advantage  in  the 
industry (Jurevicius, 2013). The tool was designed by Barney, J.B. in 1991, the outline of the 
tool  can  been  seen  in  figure  6  below.  The  tool  consists  of  progressive  steps  which  lead  to 
outcomes that illustrates the competitiveness of a business.  
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Figure 6: VRIO Analysis Framework 


Source: (Business To You, 2016) 


Value: The first step of the framework questions whether the resources or capabilities enable 
 a  company  to  defend  intself  against  threats  or  utilize  opportunity.  If  the  answer  is  no,  then 
 there  is  a  competitive  disadvantage.  If  it  is  valuable,  then  it  will  help  the  company  be 
 competive and increase customer value. 


Rare: Resources or capabilities that only one or select few competitors have in the industry 
 can be considered as rare. Valuable and rare resources will grant the business some temporary 
 competitive  advantage.  Whereas,  resources  that  are  not  rare  and  are  possessed  by  other 
 competitors can lead to a competitive parity.  


Inimitable: A  resource  that  is  not  easily  imitable  can  potentially  lead  the  company  to  a 
 realization that it is an unused competitive advantage. If competitors can replace this resource 
 by substituting or developing thier own then it is a temporary competitive advantage. 


Organized: This  elaborates  whether  or  not  the  company  has  processess,  structure,  policies 
and management systems in order to utilize these resources or capabilities. Once the company 
realizes  that  what  they  have  is  valuable,  rare  and  hard  to  imitate,  then  they  will  have  a 
sustained competitive advantage. 
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Performance Analysis 


Accordiing  to  Bloomenthal  (2021),  a  performace  analysis  is  quantitative  way  of 
 understanding  a  company’s  profitability,  liquidity  and  operational  efficiency.  It  is  done  by 
 analysis  financial  statements  of  the  company  and  comparing  it  with  its  competitors  in  the 
 industry.  Data can be used and interpreted in  order to  understand how company is  currently 
 performing  and  potentially  get  an  extimate  of  future  performance.  Various  ratios  can  be 
 calculated from the data presenting in a company’s financial statements, these include:  


➢  Gross Margin 


➢  Return on Assets 


➢  Return on Equity 


➢  Return on Capital Employed 



Benchmarking 


Benchmarking  is  the  process  of  doing  a  comparative  analysis  of  an  organization’s 
 processes, operations or products with the other companies operating in the same industry or 
 in  a  larger  marketplace.  Intention  of  benchmaring  is  to  provide  an  insight  as  to  what 
 operations  and  areas  can  be  improved  in  order  to  become  more  efficient,  reduce  costs, 
 increase  profit  and  customer  satisfaction  (Reh,  2019).  There  are  different  reasons  and 
 situation as to when a company should benchmark, the most common ones are:  


➢  Internal prespective regarding improvement of certain areas of a business. A company 
 can callect historical data based on its performance under different curcumstances and 
 identify  and  gaps  that  could  have  been  strengthened.  Once  it  is  identified,  measures 
 can be taken to implement these changes. 


➢  To gain a competitive edge over the other players in the industry. Data collected from 
 benchmarking can give an insight as to how thier competitors think and behave. This 
 can lead to a adaptation of similar techiniques.  


➢  To  compare  themselves  to  firms  that  are  performing  at  the  top  level  in  the  industy. 


This allows companies to get a better understanding of when the current standard is, 
what they have to change in order to be at the top and gain more market shares.  
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Scenario Planning 


Scenario  planning  is  essentially  making  assumptions  about  the  future  and 
 understanding how the business environment will change and what measures to take in order 
 to  avoid  potential  threats.  It  is  important  to  build  scenarios  due  to  the  rapid  changing 
 environment, a signle focal point is a dangerous way of assess how changes will influence a 
 business’s activities. Therefore,  as seen in figure 7 below, it is crucial to open mind to other 
 different possibilities and potential changes that  can adversly affect a businiess’s operations 
 (Frigo & Krumwiede, 2020).  


Figure 7: Scenario Planning Framework 


Source: (Visual Paradigm, 2021) 


The  driving  forces  in  scenario  planning  are  the  key  focal  issues  that  have  the  most 
 uncertainty.  Results  from  other  business  tools  and  frameworks  suchs  as,  PEST  analysis  and 
 Porter’s five force field analysis can be used in order to identify future uncertainties.  



SWOT Analysis 


According  to  Morrison  (2016),  is  a  business  tool  that  was  developed  in  Albert 
Humphrey  in  1960s.  It  identifies  the  strengths,  weakness,  opportunities  and  threats  that  a 
business has. Strengths are internal attributes of an organization that it can control. Weakness 
are the also internal factors that an organization has control over but has to improve in order 
to  stay  competitive  and  achieve  their  goals.  Opportunities  are  the  external  factors  that 
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elaborate  on  ares  which  can  organization  can  improve  which  will  give  them  a  competitive 
 edge.  Threats  are  also  external  factors  that  are  not  within  an  organization’s  control.  These 
 threats  can  can  put  the  company’s  mission  and  operations  at  risk.  Some  examples  of  each 
 factor are:  


Strengths 


➢  Cost advantage 


➢  Highly skilled workforce 


➢  Financial resources 


➢  Brand reputation 
 Weakness  


➢  Poor staff management 


➢  Low employee retention  


➢  Low brand awareness 


➢  Lack of resources 
 Opportunities 


➢  Techonological development 


➢  Attaract new customers 


➢  Favourable govenment policies 


➢  Favourable change in consumer behaviour 
 Threats 


➢  Increased foreign competition 


➢  New market entries 


➢  Unfavourable regulations 
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Practical Part 



Company’s Background 


According  to  Warner  (2018),  NIO  Inc.  is  a  Chinese  electric  vehicle  manufacturing 
 company that is headquartered in Shanghai. They design and manufacture premium cars that 
 have  cutting  edge  technology  in  terms  of  connectivity,  AI,  and  autopilot.  The  company 
 focuses on being customer centric by offering excellent services and solutions. William Li is 
 the founder and CEO of NIO, he founded the company in November 2014, after the launch, 
 NIO  got  investments  from  several  different  companies.  These  include  Lenovo,  Tencent, 
 Baidu,  Temasek,  TPG  and  Sequoia.  NIO  is  ambitious  towards  having  an  environmentally 
 friendly  future,  their  Chinese  name  ‘Weilai’  which  translates  to  ‘Blue  Sky  Coming’  is  a 
 display of their vision and commitment towards the future (NIO, 2018).  EP9 supercar which 
 was  the  first  model  introduced  by  NIO  in  2016,  helped  the  company  position  itself  as  a 
 premium  brand.  Only  16  of  EP9  were  produced  and  the  price  is  somewhere  around  $2.5 
 million (Lopez, 2017).  


The ES8 was the first mass produced electric vehicle that NIO launched in December 
 2017 and the deliveries started from June 2018. ES8 is a premium electric 7-seater SUV that 
 has outstanding performance features, and mobility lifestyle. A year later NIO launched their 
 first  premium  5-seater  SUV.  Earlier  in  2016,  NIO  got  the  testing  permit  for  autonomous 
 vehicle testing on public roads by California DMV (NIO, 2016). In September 2018, NIO had 
 their  initial  public  offering  on  NYSE,  and  they  filed  for  $1.8  billion.  The  company  offers 
 excellent  customer  experience  with  their  NOMI,  which  is  an  AI  car  assistant.  Along  with 
 battery  swapping,  portable  charging,  and  twenty-four-seven  pick-up  and  drop  off  services. 


Currently  NIO  has  four  electric  cars  that  it  produces  in  their  portfolio,  ET7,  EC6,  ES6,  and 
ES8. The previously mentioned EP9 supercar is only sold to NIO investors, so far only 6 have 
been sold.   The company only sells cars in China but are expected to  expand to the US and 
European market in the upcoming years (Premkumar, 2021). 
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Evaluation of Corporate Statements 


Mission Statement 


NIO’s  mission  statement  is  “to  shape  a  joyful  lifestyle  by  offering  premium  smart  electric 
 vehicles and being the best user enterprise” (NIO Inc., 2018).  


The mission statement of NIO is concise and directly expresses what kind of products 
 the company has to offer and how it is a customer centric company. It states how the company 
 is  focused  on  delivering  the  best  services  and  shaping  a  joyful  lifestyle  for  its  targeted 
 customers.  It  also  expresses  what  kind  of  quality  their  customers  can  expect  from  their 
 products, in this case, it is premium quality. The mission statement is also realistic and can be 
 clearly understood by the company’s stakeholders.  


Vision Statement 


NIO’s vision statement is “a future filled with blue skies” (NIO Inc., 2018). 


The vision statement clearly defines the purpose of the company. From the beginning, 
 sustainability  has  been  a  major  driving  force  for  NIO’s  operations.  The  vision  statement 
 shows what NIO wants to achieve, a future with  blue skies. They are helping their audience 
 realize  the  impact  they  have  on  the  environment.  The  short  and  straight  forward  vision 
 statement captures the essence of the business. The company’s Chinese name ‘Weilai’ which 
 translates to  ‘Blue Sky Coming’ corallates to the vision statement. It helps the stakeholders 
 get a better understaning of NIO’s philosophy and plans for the future.  


Mantra 


“Blue Sky Coming” (NIO Inc., 2018). 


“Sustainably customer centric”.  


As  of  now,  NIO  does  not  really  have  a  mantra,  in  all  their  promotional  videos  they 
have  the  tagline  “Blue  Sky  Coming”.  This  line  is  quite  like  their  vision  statement,  a  new 
suggestion for the company is “Sustainably customer centric”. This correlates more with the 
mission statement. It emphasizes on the fact that NIO wants to have the best user experience 
available to its customers and they want to achieve that goal by being sustainable.  
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 Values 


One  of  NIO’s  core  values  is  having  integrity  in  terms  of  their  operations  and  the 
 development  of  premium  electric  vehicles.  Being  true  to  what  they  represent  is  one  of  the 
 most crucial part of their brand image.  



Stakeholders Analysis 


As stated by  Fernando  (2021),  stakeholders are  divided into two categories, they can 
 be  an  organisation’s  internal  or  external  stakeholders.  Internal  stakeholders  are  individuals 
 whose  involvement in the company is either direct or through financial involvement. External 
 stakeholders are the opposite, they do not have a direct relationship with the company, but the 
 can affect or be affected by the company’s operations.  Stakeholder analysis is a framework 
 that  categorises  an  organisation’s  relevant  stakeholders  based  on  power  and  interests.  High 
 power and high interest stakeholders are the main focus of an organisation as they are its key 
 players. NIO is a relatively new automotive company as compared to some of its competitors, 
 however  it  does  have    quite  a  decent  amount  of  stakeholders.  The  aim  is  to  identify  those 
 stakeholders from NIO’s prespective and categorise them based on their power and interest.  


❖  Shareholders (Internal) – Shareholders are equity holders of a company, they own a 
 share or a certain fraction of it. They benefit from the valuation of a company’s stock 
 going  up  or  through  dividends  issued  by  the  company.    In  NIO’s  case,  William  Li, 
 who is the CEO and founder, owns the most shares, around 10%. Next up is Tencent 
 Holdinds Ltd. who have been issued 8.3% of the common stock. Moreover, there is a 
 significant 51% of stock ownership by the general public (Nasdaq, 2021).  


❖  Employees (Internal) –  The number of total employees currently working for NIO is 
 7,763.  Which  is  not  a  big  number  as  the  company  is  new,  therefore  their  operations 
 depend  heavily  on  qualified  personnel.  It  would  be  a  hassle  to  replace  certain  key 
 employees and top executives (MacroTrends, 2021).  


❖  Suppliers (External) – Suppliers play a vital role in the automotive industy, there are 
several  components  that  are  used  in  a  vehicle.  NIO  itself  is  very  dependent  on  the 
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current suppliers it has, they also rely on third party suppliers for some important parts 
 of the manufacturing process (Assis, 2018). 


❖  Customers  (External)  –  Customer’s  expectations    in  the  electric  vehicle  and 
 automation  part  of  the  automotive  industry  is  constantly  going  up.  There  is  always 
 expectations regarding the software updates, better sensors, better autonomous driving 
 experience. It is important for NIO to stay up to  date with the changing expectations 
 and do what is best to retain customer satisfaction.  


❖  Government  (External)  –  The  Government  is  an  external  stakeholder,  their  rules, 
 regulations, and economic incentives are what influences the autoobile industry, more 
 specifically  the  new  energy  vehicles.  NIO  must  be  alert  with  any  changes  in  the 
 policies and regulations.  


❖  Media  (External)  –  Due  to  industry  4.0,  the  visibility  of  a  company’s  success  and 
 failure  gets  more  exposure.  NIO  is  a  hot  topic  for  many  financial  and  investment-
 based  websites,  there  are  frequent  articles  written  about  how  NIO’s  stock  is 
 performing since the company is considered the ‘Tesla of China‘ (Blankenhorn, 2021).  


❖  Investors (External) – Investors can be internal if they own a share of the company. 


In  this  case,  they  are  external  because  they  are  mainly  the  Minicipal  Government  of 
 Hefei.  They  went    into  an  agreement  with  NIO  in  exchange  for  1  billion  USD  (Nio 
 Inc., 2021).  


❖  Community (External) – The public is slowly but surely getting more aware of their 
 carbon  footprint  and  that  is  a  great  sign  for  NIO  as  more  people  would  transition  to 
 electric  vehicles.  NIO  is  and  will  continue  to  cerate  more  job  opportunities  are  the 
 company expands. 


❖  Competitors  (External)  –  NIO  has  positioned  itself  in  the  premium  electric  vehicle 
segment. Due to the intense competition in the Chinese automotive industry, NIO has 
to  stay  alert  and  maintain  a  competitive  edge  with  new  market  entries  and  try  to  get 
more market share from the existing companies (Nio Inc., 2021).  
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❖  Single  Source  Suppliers  (External)  –  According  to  Assis  (2018)  NIO  has  a  wide 
 range of suppliers for all the components required for the assembly for their premium 
 cars.  Majority  of  their  suppliers  are  based  in  China.  Moreover,  they  have  single 
 sourced suppliers for  a decent  amount of the components  required for  their cars.  For 
 example, their ES8 model is assembled by using over 1,700 parts that NIO purchased 
 from  160  suppliers.  And  majority  of  those  suppliers  are  single  source  suppliers. 


Additionally,  NIO  was  unable  to  fulfil  deliveries  as  their  single  source  suppliers  for 
 semiconductors  and  other  interior  trim  panels  were  shut  down  due  to  COVID. 


(CnEVPost  2021) 


Figure below: Stakeholders Matrix of NIO Inc. Source: Author 


Source: Author 


Power 


Interest 
 Low 


High 


High 


A 


Minimal Effort 
 Media 
 Community 


C 
 Keep Satisfied 


Shareholders 
 Customers 


Investors 


D 
 Key Players 


Employees 
 Competitors 
 Single Source Suppliers 


B 


Keep Informed 
Suppliers 
Government 
Figure 8: Stakeholders Matrix of NIO Inc. 
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Table 1: Stakeholder Issue Matrix of NIO Inc. 


Source: Author 


  


5 - Critical importance to stakeholders  
 3 - Somewhat important to the stakeholders  
 1 - Not essential to the stakeholders 


The  main  goal  for  stakeholder  matrix  is  to  understand  the  relationship  between  NIO 
 and  its  stakeholders  by  incorporating  the  mentioned  issues.  Some  obserations  that  can  be 
 made from this are, that employees care about the labour practices, job fulfillment, financial 
 impact of this new EV company. Customers, the government and community care about the 
 environmental  impact.  And  investors  are  more  interested  the  quality  of  product  that  NIO 
 offers and the financial impact they have.  



PEST Analysis 


PEST  Analysis  will  be  carried  out  to  get  a  better  understanding  of  the 
 macroenvironmental  elements  that  can  effect  the  porfibility  of  NIO  and  changes  related  to 
 political, economic, social and techonological factors. 


Political 


Political  stability  is  an  essential  part  of  any  business.  Even  in  countries  that  are 
 politically stable, any changes  can have  a major  concequence on  a business.  Changes in  the 
 legal  framework and how  the automotive industry must conduct  its operations could lead to 
 policies that are not very business friendly. Political instability can also lead to a lack of trust 


Issues  Shareholders  Employees  Suppliers  Customers  Government  Media  Investors  Community  Competitors 


Quality Product  4  3  1  5  3  3  4  4  3 


Customer Service  2  4  3  5  2  3  2  2  3 


Job Fulfillment  3  5  2  3  4  2  3  4  3 


Environmental 
 Impact 


3  3  3  4  4  3  3  4  2 


Financial Impact  5  4  3  2  3  4  5  2  4 


Labour Practices  3  5  4  3  5  4  3  4  2 
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from  international  investors  and  stakeholders  toward  the  industry  (Hussain,  2014).  NIO  has 
 research  facilities,  design  centres,  and  service  centres  in  four  different  countries.  And  their 
 headquarters in Shanghai, China. Each of the countries have their own political stress. Further 
 instability  could  affect  the  operation  of  NIO  and  slow  down  potential  growth  opportunities.  


(MacroTrends,  2021).  An  example  of  this  would  be  the  failure  to  sign  the  free  trade 
 agreement between the European Union and China. Since NIO does not have manufacturing 
 plants  in  the  EU,  this  tension  between  the  EU  and  China  is  causing  NIO  to  pay  additional 
 charges in order to have their cars shipped from China to Europe (Kucheriavyi, 2021).   


Figure 9: Reasons to choose EV in China. 


Source: (Wong, 2020) 


Furthermore, NIO’s growth depends on the government policies, economic incentives 
and  subsidies  provided  by  the  government.  Favorable  policies  that  support  the  growth  of 
electric vehicles in China are, customers are free from paying vehicle purchase tax, in some 
cites there is no need to register license plates, one-time government grant, charging facilities 
have  special  utility  rates,  and  many  others  EV  support  policies.  In  addition,  the  2020  
government subsidy for EV has been reduced by 10% from the previous. Currently the 2021 
subsidy  plan  enforced  a  reduction  of  an  additional  20%  in  relation  to  the  subsidy  standard 
from the previous year (Shi, 2021).  The Chinese Government had initially planned to cut the 
subsidies again by 30% in 2022, but due to the low sales during peak COVID the Government 



(30)23 | P a g e


decided  to  offer  same  subsidies  as  they  did  in  2021.  However,  this  does  not  ensure  that  the 
 subsidies  policies  will  remain  the  same.  In  upcoming  years  the  Government  might  enforce 
 another  subsidies  cut  and  this  might  lead  to  discourage  from  the  consumer’s  prespective 
 (Argus,  2021).  As  illustrated  from  the  survey  above,  around  60%  of  833  respondents 
 appreciate  the  government  incentives  and  are  willing  to  make  the  switch  to  an  electric  car 
 based  on  that  (Wong,  2020).  Continued  changes  in  the  policies  could  adversely  affect  NIO 
 and its operations.  


Moreover, NIO has entered in a joint venture with government agencies. Which could 
 potentially raise concers  regarding corruption and bribery. The company has to implement  a 
 more strict compliance policy that will  ensure that there is  not any sort  of  corruption by the 
 company’s directors, employees, agents and business partners. Breaches in said policies could 
 lead to NIO being liable for the actions (Bloomberg News, 2021).  


Economic 


Figure 10: USD to RMB 5 year exchange rate. 


Source: (Macrotrends LLC, 2021) 


Irregular changes in  exchange rates could  have a negative  effect on NIO’s  American 
depositary shares (ADSs) and operating costs. People’s Bank of China sets the exchange rate 
from  RMB  (Chinese  Yuan)  to  other  foreign  currencies.  The  value  of  RMB  have  fluctuated 
unpredictably  against  the  U.S.  dollar,  the  value  of  Chinese  Yuan  against  foreign  curriencies 
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depends on the country’s political condition, foreign exchange policies, economic conditions, 
 among  other  curcumstances.  The  USD  that  the  company  receives  from  ADSs  has  to  be 
 converted to RMB to pay operating expenses, if RMB appreciates that means  the amount of 
 Chinese Yuan recieved from this conversion will be adversely effected. Conversely, if RMB 
 depreciates,  then  the  company’s  reported  earnings  in  USD  will  be  lower.  Which  could 
 negatively affect the price of NIO’s American depositary shares (Johnston, 2021).  


Moreover,  one  of  the  main  driving  forces  that  determines  the  cost  of  an  electric 
 vehicle  is  the  lithium  ion  batteries.  In  recent  years,  as  seen  from  figure  11  below,  the 
 production costs of EV batteries have been decreasing rapidly. This is mainly due to the fact 
 that  electric  vehicle  market  is  thriving,  the  increase  in  production  volume  enables 
 manufactures to become more efficient. The increase in demand in resulting in a decrease of 
 cathode  materials  used  in  EV  batteries.  This  will  affect  the  selling  price  of  cars  in  NIO’s 
 portfolio and any future production, making them slightly more affordable (Stauffer, 2021).   


Figure 11: Lithium-ion battery pack costs worldwide between 2011 and 2030  


(in U.S. dollars per kilowatt hour)


Source: (Placek, 2021) 
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Figure 12: Consumer spending in China (*values in RMB HML). 


Source: (National Bureau of Statistics of China, 2021) 


In addition, the profitability of any company depends on the consumer spending of the 
 country they are operating in. A substantial amount of NIO’s revenue comes from China, and 
 the  economic  conditions  of  China  will  impact  NIO’s  financial  results  (Kane,  2021).  Figure 
 above illustrates the historical consumer spending and forecast in China, a steady increase in 
 consumer spending is  vital  for  NIO’s high  end performance EV.  Higher  consumer spending 
 would mean that the willingness of the purchase of luxury products has increased.  


Social 


With  the  increasing  awareness  and  preference  towards  low  carbon  footprint, 
 consumers  are  shifting  towards  new  energy  vehicles.  With  excellent  infrastructure  of  public 
 EV chargers and supportive governmental policies, the demand for EV cars are surging. 41% 


of the total global EV sales in 2020 were in China, just slightly less than total sales in Europe, 
42%  (Canalys,  2021).  As  shown  above  in Figure  9:  Reasons  to  choose  EV  in  China, the 
leading reason of purchasing an electric vehicle is because of environmental awareness. The 
government  of  China  has  focused  on  making  the  population  become  more  aware  of  their 
carbon footprint, this is why there have been several different incentives from the government 
to promote the EV industry.  
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Figure 13: Number of public Universities graduates (*value is 1,000s) 


Source: (Ministry of Education (China); National Bureau of Statistics of China, 2020) 


Furthermore,  as  the  population  of  China  becomes  more  literate  and  achieves  higher 
 education, businesses can take advantage of a highly skilled workforce. Figure 13 illustrates a 
 steady growth  in  number of graduates from  public universities, which  enables companies  to 
 get  employees  from  skilled  talent  pools.  In  addition,  higher  educated  consumers  are  more 
 aware  of  their  spending  habits  and  will  have  a  more  critical  way  of  thinking  before  making 
 any purchases.  They will be more inclined to do research on  what government policies they 
 can  take  advantage  of,  EV  public  charging  network,  green  technology,  level  of  automation 
 and comparing different EV brands and models (Sharma, 2020).  


Techonological 


Techonological advancement in the automotive industry is evident. China has become 
one  of  the  global  leaders  in  terms  of  automation.  The  fourth  industrial  revolution  has  lead 
companies    to  research  into  digital  transformation  and  automation  of  manufacturing 
processes. In addition, figure 14 shows the adoption of industrial robots in China, which is a 
growing trend. It has also been backed by the Chinese government with their  “Made in China 
2025“  naitonal  plan.  In  order  to  encourage  growth,  the  government  offers  state-owned 
enterprices with subsidies for research and development, and improvement in manufacturing 
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segments  (Ramadori,  2021).  NIO  established  a  production  facility  that  takes  advantage  of 
 advanced  Manufacturing  Execution  System  (MES)  and  Autonomous  Guided  Vehicles. 


Moreover,  NIO’s  body  shop  factory  in  Anhui,  China,  is  97.5%  automated  (Zhang,  2020). 


Further govermental support and improvement to the manufacturing process is beneficial for 
 NIO. Moreover, this will help the company in researching and developing better AI for their 
 cars.  


Figure 14: Operational stock of industrial robots in China. 


Source: (International Federation of Robotics, 2019) 


Furthermore,  with  the  rise  of  social  media,  companies  have  a  better  reach  to  their 
customers and have been able to increase brand awareness. The internet censorship in China 
is quite intense, there are regulations implemented  to control what is being posted online, in 
the news, and on social media. Majority of U.S. based websites like, Facebook, some Google 
services,  and  Instagram  are  blocked  (Xu  &  Albert,  2017).  Companies  are  forced  to  engage 
with  their  customers  and  promote  their  products  and  services  via  alternative  social  media 
platforms such as WeChat. NIO has a corporate account on WeChat to make announcements 
and increase brand awareness. Further techonological development and social media platform 
engagements can enable brands to build thier image and reach a wider consumer base.  
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Porter’s Five Forces Analysis 


Porter’s five forces analysis will be carried out in order to get a better understanding of 
 5  competitive  forces  that  shape  the  automotive  industry.  These  five  forces  are:  power  of 
 customers,  power  of  suppliers,  threat  of  new  entrants,  threat  of  substitute  products  and 
 competition in the industry.  


Threat of New Entrants – Weak Force 
 Economies of Scale 


New  entry  to  the  automotive  industry  is  a  weak  force  since  attaining  economies  of  scale  is 
 strenuous.  Already  established  companies  will  benefit  from  economies  of  scale  growth,  but 
 for new entrants this will only be possible once they exceed a production threshold.  


Capital Requirement 


The  cost  of  production  and  establishing  an  infrastructure,  along  with  fixed  costs  related  to 
 production facilities are high. There are several regulations that need to be obliged in terms of 
 car design and safety. Which means that there will be high capital expenditure on researching, 
 developing, and testing prototypes. (Yan & Vasquez, 2021) 


Diverse Portfolio 


A company’s product portfolio needs to be diverse in the automotive industry. Customers are 
 expecting  different  car  types  and  models,  which  creates  a  barrier  to  entry  (Yan  &  Vasquez, 
 2021).  


Government Policies 


Moreover, there are strict legal and licensing requirement that need to be met to start selling 
 cars, which can potentially discourage new entrants from joining. 


Distribution Channels 


Establishing a distribution channels is accessible for new entrants, this can either be done with 
 few dealerships or having their own sales channels like NIO does.  


Power of Suppliers – Moderate Force 
 Number of Suppliers 


In  the  automotive  industry  there  are  several  different  suppliers  for  different  components. 


However,  for  some  components  NIO  uses  single  source  suppliers  which  could  lead  to 
suppliers  having  more  control  over  prices. Some  example  of  NIO’s  single  source  suppliers 
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are: STMicroelectronics:  for  semiconductors, Novelis:  for  aluminum  coils, Continental: for 
 air suspension systems, Nanjing Nantiao Quanxing: for A/B interior panels. (Warner, 2018) 
 Standardized Products 


Majority of products  offered by suppliers are standardized, which means  that they have low 
 switching cost and companies in the industry can switch if needed.  


Industry Profits 


Some suppliers rely of the profit from the automotive industry, as it is an important customer 
 for them. This  means  that  for them it is  more profitable if the industry is prospering, which 
 indicates  that  the  supplier  have  to  keep  a  resonable  price.  Examples  of  such  suppliers  are: 


CATL-specializing in EV lithium-ion batteries, Mobileye-specializing in autopilot in vehicles 
 and Continental-specializing in air suspension system and brake system. (Warner, 2018) 


Power of Customers – Strong Force 
 Saturated Industry 


The  automotive  industry  is  very  saturated,  there  are  various  different  companies  offering 
 differenty types of cars. With increasing awarness about the environment, EV market is also 
 starting to become very competitive. Plethora of options has increased the bargaining power 
 of customers. 


Low Switching Costs 


Due to the intense competition in the automotive industry, there are several different options 
 available which makes the bargaining power strong. 


Price Sensitivity 


Consumer are price sensitive and would like to get the best quality of product at a lower price. 


However,  they  are  also  brand  conscious.  They  are  willing  to  pay  the  premium  price  if  the 
 brand itself can grant the consumer a higher social status (PWC, 2021).  


Brand Loyalty 


Consumer might stay loyal to the brand they are familiar with, this can lead to a  decrease in 
 the bargaining power. 


Threat of Substitute Products – Moderate Force 
 Public Transport 


There  are  various  different  modes  of  transpotration  available  such  as,  buses,  trams,  metro, 
 taxi, ride-hailing and many others. This increases the threat of a substitute product 


Accessibility and Convenience 
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Owning  a  personal  vehicle  is  far  more  convenient  than  public  transportation.  Especially  in 
 semi urban or rural areas where the public transportation is not as developed as urban areas of 
 the country. Furthermore, if there is waiting time for different modes of transportation which 
 makes it inconvenience in case of emergencies.  


Buyer Propensity to Substitute 


Daily commuters might find substitute products cheaper and easier, but there is  risk of them 
 being  heavily  crowded.  A  private  car  is  far  more  versatile  and  prestigious  than  public 
 tranportation. 


Second-Hand Cars 


Second hand vehicles can also  be seen as  a substitute for  brand new cars. There  are several 
 different dealers and owners offering second hand cars. 


Competition in the Industry – Strong Force 
 Number of Competitors 


There is increasing competition in the automotive industry, even in the electric vehicle sector. 


There are various influential brands operating in the Chinese automotive industry that target 
 the  same  market  as  NIO.  Examples  of  such  brands  as  seen  in figure  15  are  BYD,  Tesla, 
 Xpeng and SAIC motors. (Sun, 2021) 


Figure 15: EV Market Share in China 2020 


Source: (Sun, 2021) 
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Diversity of Competitors 


Chinese  automotive  industry,  more  specifically  the  EV  markter  is  diverse.  There  are 
 international  players  like,  Tesla,  BMW,  VW  Group,  GM  and  local  companies  like  BYD, 
 SAIC,  Xpeng  and  many  more.  This  means  that  these  companies  are  unique  in  terms  of 
 business strategies and this causes competition within the industry very intense. 


Barriers to Exit 


The exit barrier is high based on the fact that there is huge capital investment needed in order 
 to operate in this industry. This increases the competition within the industry. 



Market Segmentation  


Geographic Segmentation 


NIO used sell its vehicles only in China, but have recently started selling in Norway. 


Norway  is  the  top  EV  country  in  terms  of  EV  shares  in  total  passenger  car  sales  (Richter, 
 2021). This is benefiicial for NIO  as they are expanding into a market where the consumers 
 are  interested in  electric  vehicles.  Moreover, they target  urban and semi-urban areas  as  they 
 have 172 battery swapping stations that are spread out in 74 cities in China (NIO Inc., 2021). 


In addition their NIO Autonomous Driving (NAD) system is high tech but is only suitable for 
 urban roads and expressways. Similarly, NIO is planning on building their battery swapping 
 stations in Oslo, which is the capital of Norway. There will be 4 stations built this year and an 
 addition of 12 more in other cities throughout the country next year (Gibbs, 2021).  


Demographic Segmentation 


NIO offers luxury SUVs and will start selling their sedan models ET7 in 2022. They 
offer premium electric vehicles along with post purchase services such as, NIO life and NIO 
house.  Which  they  use  to  get  a  better  interaction  with  their  customers  and  build  a  better 
ecosystem. Their products are more targeted towards people who are between 30 to 65 years 
old with high income level. They are working professionals and have a stable job. Moreover, 
the main targeted gender are males as the population of China is slightly more dominated by 
male  and  they  are  more  inclied  and  interested  in  buying  cars  (UN  (World  Population 
Prospects 2019), 2021). But this does not mean that females are not a viable target group for 
NIO.  
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Psychographic Segmentation 


Consumers  of  electric  vehicles  are  environmentally  conscious,  they  are  aware  of  the 
 effects of internal cumbustion engine. These type of consumers belong to the middle or upper 
 class of the society. Environmentally conscious buyers are also willing to the premium price 
 of owning an EV in order to stand by their belief. There are also prestige buyers, who want to 
 take  pride  in  owning  a  high-end  electric  vehicle  that  comes  with  cutting  edge  techonology. 


They wish to seek for attention that comes along with buying luxury products.  


Behavioral Segmentation 


NIO is focused on building a network where it can have a more brand interaction with 
 its consumers. They have NIO points system that the user can earn and redeem in their online 
 stores to purchase merchandise. These NIO points can be earned through emission reduction 
 score, safe driving record or referrals (NIO Inc., 2021). This is a great way for consumers to 
 get  more  interaction  with  the  company  and  increase  its  brand  awareness.  NIO’s  cars  are 
 targeted towards consumers with high disposable income.  



VRIO Analysis 


Table 2: VRIO Analysis of NIO Inc. 


Resources  Valuable  Rare  Hardly 


Imitable  Organization  Implication 
 Brand 


Image  Yes  Yes  No 


Temporary 
 competitive 
 advantage 
 Skilled 


Workforce  Yes  Yes  No 


Temporary 
 competitive 
 advantage 
 Product 


Portfolio  Yes  Yes  Yes  Yes 


Sustainable 
 competitive 
 advantage 


Ecosystem  Yes  No  Competitive 


neutral 


NIO Patents  Yes  Yes  Yes  Yes 


Sustainable 
 competitive 
 advantage 
 Distribution 


Channels  Yes  No  Competitive 


neutral 


Source: Author 
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 Brand Image 


NIO’s brand image is valuable, but it is not rare to achieve. The company is relatively 
 new in the automotive industry and has gained some accreditation in China and globally.  In 
 quite a few articles it company was mentioned as the ‘Tesla of China’. Linking the potential 
 of  NIO  with  the  electric  vehicle  giant.  The  company  is  seen  as  a  premium  brand  based  on 
 their product design and prices. With the help of ladder pricing strategy, NIO gained a lot of 
 visibility in the EV market. The first car the company manufactured was the NIO EP9, which 
 currently holds the record for the fastest electric vehicle and the fastest autonomous vehicle to 
 complete one lap in the Shanghai International Circuit, Circuit Paul Richard, France, and the 
 Circuit of the Americas.  Moreover, the  company has  excellent  services that  they offer to  its 
 users (Etherington, 2016). NIO is the first company to implement battery swapping services, 
 they designed their cars to that each of their model can take advantage of this service within 
 the urban and some semi-urban locations in China (see figure below). In addition, they have 
 NIO  House,  which  is  essentially  a  club  house  for  its  users  and  NIO  Space,  which  are 
 showrooms located in 113 cities throughout China (NIO Inc., 2021). 


Figure 16: NIO's Battery Swapping Stations 


Source: (NIO, 2020) 
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Skilled Workforce 


Due to the scope of an electric vehicle and the components that are required in terms 
 of  hardware  and  software,  a  skilled  workforce  is  necessary  for  NIO.  The  company  is 
 relatively  young;  therefore,  the  current  workforce  is  a  valuable  asset  for  the  company  as  it 
 might be difficult to replace the current key employees. NIO offers its employees competitive 
 salary  along  with  other  benefits  such  as,  holiday  benefits,  commercial  insurance,  vocational 
 training, and physical examinations. Every employee also gets to own shares in the company. 


However,  since  NIO’s  competitors  have  been  around  for  decades  and  have  quite  extensive 
 experience,  they  can  imitate  the  workforce  of  NIO.  They  have  more  brand  recognition  and 
 might offer a higher salary, growth opportunity and benefits in order to attract NIO’s current 
 key employees. Therefore, the skilled workforce of NIO is a temporary competitive advantage 
 (NIO Inc., 2021).  


Product Portfolio 


According  to  Johnston  (2021),  the  current  product  portfolio  of  NIO  consists  of  three 
 SUVs  (EC6,  ES8  and  ES6)  and  one  sedan  (ET7).  In  the  short  time  the  company  has  been 
 active  they  have  managed  to  release  four  models.  All  the  cars  come  with  NIO’s  battery 
 swapping  technology,  they  all  come  with  different  configurations  so  the  customer  can  pick 
 according to their budget. All cars come with battery leasing, which essentially allows NIO’s 
 customers to only pay for the car and lease the battery. Customers pay a monthly fee for the 
 leased  battery;  this  reduces  the  purchasing  cost  of  NIO’s  car.  Moreover,  NIO  has  their  own 
 autonomous  driving  system  called  NAD  for  their  premium  car  the  ET7.  It  comes  with  NIO 
 Aquila,  which  is  a  sensing  system  that  has  8MP  camera,  LiDAR  sensors  and  various  other 
 features  to  improve  autonomous  driving  (Hareyan,  2021).  It  also  has  a  super  computing 
 platform called NIO Adam. Moreover, NIO has high speed chargers that can charge their cars 
 from  0%  to  60%  in  30  minutes,  they  also  offer  NIO  power  services.  Which  are  essentially 
 NIO  vans  that  can  be  requested  from  NIO  app,  these  vans  will  come  and  charge  the  car  in 
 case  of  unexpected  battery  drainage.  All  these  features  give  NIO  a  sustainable  temporary 
 competitive advantage (Shepard, 2021) 


Ecosystem 


NIO offers its future customers various other benefits that come along with purchasing 
their vehicles. These include exclusive merchandise, NIO clubhouse pass, NIO points which 
the customers can use in order to redeem gifts. The company also has a lifestyle brand where 
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they  partnership  with  different  brands  to  provide  their  users  with  products  such  as,  travel 
 bags, wine, electronics, and apparels. The ecosystem that the company has managed to build 
 in their short amount of time is truly valuable and rare (Nio Inc., 2021).  


NIO Patents 


The  company  claims  to  have  filled  over  3000  patents  since  2015,  these  are  patents 
 about battery swapping, cloud computing system and battery power stations. Moreover, they 
 have  more  patent  application  filed  which  are  based  basic  automotive  features  such  as,  EV 
 safety feature, HVAC system, alloys, etc. (Greyb, 2020). These patents are valuable for NIO 
 as it can provide them with extra cash inflow by licensing them.  


Distribution Channel 


NIO does not sell cars through traditional dealerships; they rely on customers making 
purchases through NIO’s mobile application or NIO Space. This model is valuable for NIO as 
they have been operating like this from the beginning, it allows customers to engage and get 
knowledge  about  other  products  and  services  that  NIO  has  in  its  ecosystem  (Delacharlerie, 
2020).  
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Performance Analysis 


To conduct and performance analysis, NIO’s financial statements  are  compared  with 
 its  top  competitors:  BYD  Co.  Ltd.,  Tesla  and  Xpeng.  Xpeng  is  also  a  relatively  new  EV 
 company whereas Tesla and BYD have dominated the EV market for few years now.  


Table 3: Comparative Performance Analysis 


In Millions as of 


2020  NIO Inc.  Tesla Inc.  BYD Co. Ltd.  Xpeng 


Net Income/Loss -$813 $690 $643 -$768 


Sales $2,492 $31,536 $23,792 $919 


Total Assets $8,374 $52,148 $30,541 $7020 


Total Equity $4,164 $23,075 $9,793 $5407 


EBIT -$706 $1,902 $1,520 -$425 


Current Liabilities $2,142 $14,248 $16,170 $1230 


Capital Employed $6,232 $37,900 $14,371 $5790 


In % 


ROA -8.43 3.65 4.98 -6.05 


ROE -19.52 2.99 6.57 -14.20 


ROCE -11.33 5.02 10.58 -7.34 


Margin -32.62 2.19 2.70 -83.5 


Source: Author 


Calculations: 


Capital Employed = Total Assets – Current Liabilities 
 ROA= EBIT / Total Assets 


ROE = Net Income or Loss / Equity 


ROCE = EBIT / (Total Assets – Current Liabilities) 
 Margin = Net Income or Loss / Sales 


After  conducting  the  performance  analysis  it  can  be  deduced  that  NIO  has  not  been 
able  to  utilize  their  assets  to  its  potential  in  order  to  generate  income.  In  addition,  the  low 
ROE  (-19.52%)  shows  that  NIO  might  be  investing  money  into  unproductive  assests  or  the 
company is in a lot of debt. Furthermore, a low ROCE suggests that the company is making 
bad use of capital resources (Corporate Finance Institute, 2020). Low profit margin is also a 
sign that NIO is in a highly competitive industry.  
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Benchmarking  


To conduct benchmarking, the same competitors from the performance analysis will 
 be used. These are identified as NIO’s top competitors. Furthermore, each criteria is assigned 
 a number from 0-10 in order to indicate the criteria’s significance on the company. Then the 
 value given to each criteria is multiplied by the respective coefficient. 


Table 4: Benchmarking Analysis 
 Criteria  NIO Inc.  Tesla Inc.  BYD Co. 


Ltd. 


Xpeng  Coefficient 


Brand 
 Awareness in 


China 


Moderate 
 brand 
 awareness 


5*7=35 


Strong brand 
 awareness 


8*7=56 


Very strong 
 brand 
 awareness 


9*7=63 


Moderate 
 brand 
 awareness 


5*7=35 


7 


Product 
 Portfolio 


Five electric 
 cars in total 


7*8=56 


Four electric 
 cars in total 


6*8=48 


17 electric 
 cars in total 


9*8=72 


Four 
 electric 


cars in 
 total 
 6*8=48 


8 


Starting Price 
 (in RMB)  


300,000 
 6*8=48 


251,740 
 6*8=48 


278,264 
 6*8=48 


159,190 
 7*8=56 


8 


Online 
 Presence 


Strong online 
 presence, with 
 a lot of media 


coverage. 


7*7=49 


Very strong 
 online 
 presence, with 


a lot of media 
 coverage. 


8*7=56 


Moderate 
 online 
 presence, not 
 a lot of media 


coverage 


4*7=56 


Strong 
 online 
 presence, 
 with a lot 
 of media 
 coverage. 


7*7=49 


7 


Autonomous 
 Driving 


Available and 
 advanced 


6*6=36 


Available and 
 super 
 advanced 


7*6=42 


Available 


4*6=24 


Available 
 and 
 advanced 


6*6=36 


6 


Battery 
 Capacity 


900 km for 
 the ET7 
 9*9=81 


651km for 
 model S 


7*9=63 


605km 


7*9=63 


706 km 


8*9=72 


9 


Market Share   Low 
 6*9=54 


High 
 8*9=72 


High 
 8*9=72 


Very low 
 4*9=36 


9 


Total Value  359  385  398  332 


Source: Author 
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