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Abstract

Carsharing as a means of shared mobility is increasingly gaining ground as a form of
transportation. car2go is a key player in the European carsharing industry and the case company
of this study. This thesis is a hypothetical study that contains a business expansion plan in order
to determine the preferred next step for expansion for car2go within Europe. The goal of this
study is to determine the location for business expansion and provide market knowledge for the
proposed expansion. The case company is analyzed through reviewing the organization and its
strategic position. Existing literature is reviewed in order to gain a comprehensive understanding
of the state of European carsharing. The insights that are gained into the status of carsharing and
the case company highlight the possibilities to further expand business activities into existing
markets or to internationalize into untapped markets. A market research process selects
international markets eligible for business expansion. One country will be chosen and broadly
examined. The provided features about the country will be used to draw up a viable strategical
position. To gain a precise understanding of the concerned market, the economic consumer trade-
off between carsharing and car ownership is examined. The provided conclusions and

recommendations can be used by car2go to improve their competitiveness and market value.

Key words: Carsharing, shared mobility, globalization, internationalization, expansion,

technology, organizational models, urban mobility.
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1 Introduction

This project has been developed in order to put into practice what the author has learned in the
Master’s Degree of International Markets at the Universitat Rovira i Virgili. This is a real-case
project in developing a business expansion plan for an established carsharing firm called car2go.
There is a great variety of factors to consider in constructing a viable business expansion plan.
Conducting a real-life practice is a reasonable approach to study and master the process of

transferring those factors into a valuable plan.

car2go — which is backed by car manufacturer Daimler — provides a free-floating carsharing
system in several international markets: Austria, Canada, China, France, Germany, Italy,
Netherlands, Spain and the USA. car2go is a fast-emerging firm in the carsharing industry and
expanding at a rapid pace. The main objective of this thesis is to examine which European country
could be the preferred next step for expansion to strengthen the firm’s position in the European

market. The research question that this thesis will try to answer is:

What is the preferred next step for business expansion for carsharing firm car2go?

In this context, the project sheds light on various components. Section 2 describes the company
object of this study; car2go. Section 3 reviews the literature. Section 4 describes car2go’s current
international strategy and position. Section 5 consists of a foreign market research process for
car2go. After selecting a market in the fifth section, section 6 will describe the chosen country.
Section 7 describes the strategy in relation to the selected market. Section 8 examines the
consumer trade-off between carsharing and ownership in the chosen country. Section 9, which is
the final section of this thesis, provides an overview of the findings of this report in relation to

the research question at hand.
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2 Company

This section focuses on providing background information on the case company used for this

report. The company’s website is: WANW.CAR2GO.COM

2.1 History

The possibility to rent a car anywhere and anytime for affordable prices — that is car2go. With
more than 3.6 million members worldwide, car2go represents the largest free-floating carsharing
system in the world (car2go, 2017). In 2007, the original idea of fully flexible carsharing was
developed. A year later, the first phase of the project started in the German city of Ulm — often
referred to as the Science City within Germany (car2go, 2017). In March 2019, the phase of public
testing also started there. An official market entry was initiated in 2010. In the following years,
car2go spread out through numerous locations in various countries. As of the moment of writing
this report (May 2019), car2go is available in Europe, Asia and North America. In these markets,
car2go basically offers free-floating cars by the minute, with hourly and daily rates available. In
May 2019, car2go employed around 900 professionals (car2go, 2019¢). Fig 1. represents car2go’s
logo. The free-floating aspect of the service entails that the cars are accessed where parked. This
is done through a proprietary mobile application instead of the conventional centralized rental
office. The service does not charge the user with an annual or monthly fee. The requisites for
driving the car are included in the service that car2go provides, such as insurance, maintenance,

fuel and parking.

Figure 1. Company’s logo (car2go, 2019¢).
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The company is continuously building on their position of market leadership in the industry of
free-floating carsharing. car2go collaborates with Daimler, a well-established German car
manufacturer. The next paragraphs of this section will further elaborate on how car2go is

internationalizing and improving their forward-thinking mode of transportation.

2.2 Technique

When a user registers for car2go, a valid driver’s license needs to be provided to the company.
The company decides upon a set of rules and barriers that affect users during the registration
process. In the United States, users that obtained serious driving offenses are banned or refrained
from using the service. Such offenses include reckless driving charges, convictions for motor
vehicle theft or using a vehicle to commit a crime. car2go forbids potential customers from using
their service when these offenses happened within 36 months before the initial registration for
the carsharing service (car2go, 2018). Before the first ride in a car2go vehicle, the user is required
to provide valid credit card credentials in order to fulfill future payments to car2go. Members
that are enrolled, can obtain a membership card, which can be used to unlock the carsharing fleet
of car2go. A membership card is not a requirement to make use of car2go’s service. A user can

also choose to access the fleet through use of the mobile application.

Once the car is unlocked, the meter starts running on the user’s trip. In order to take off, the user
needs to enter their personal password on the car’s touchscreen, answer a few questions about
the condition of the vehicle, and activate the engine with keys that can be found in a special holder

between the driver and passenger seat.
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During a trip with a vehicle of car2go, users can pull over and get out of the vehicle without
ending their sessions — locking the vehicle and taking the keys is sufficient. The terms of use are
common to other firms in the industry. car2go works with a so-called ‘home zone’. This zone is

where all trips are initiated and have to be ended.

Users can drive the cars anywhere, but must end their journeys within car2go’s home zone within
the city. The home zone that car2go works with is usually the city’s municipal boundary. While

travelling within the home zone, users are required to park in approved spaces.

Typically, these are parking zones that are not bound to a maximum duration in hours, marked
for deliveries, spots for handicapped people, and other similar cases. car2go provides their users
with their city’s parking regulations on their website. Fig. 2 shows the process as shown on

car2go’s website.

Once a user is done with the ride, the session can be finished by putting the keys in the in-cabin
key holder. Several exit questions have to be answered on the touchscreen and the membership
card (or mobile phone) has to be consulted once again to officially finish the ride. The questions
are about the level of fuel (or battery in case of an electric vehicle) and the technical state of the

vehicle (car2go, 2019).

® D - ®
Join Search & reserve Drive Park

Figure 2. Process of carsharing through car2go as portrayed on their website (car2go, 2019c¢).

The costs are automatically billed by car2go to the credit card credentials that were stored during

registration.

10
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In terms of the ease of use of car2go’s service, the mobile application (see Fig. 3) has a usability
advantage over the membership card. The application enables users to locate nearby vehicles and

provides a walking route to the vehicle.

START BOOK

your trip a package to
drive more, pay less

PARK

your car2go almost
a car2go near you anywhere you want

Figure 3. The mobile application of the company (car2go, 2019b).

car2go works with a penalty system, based on fines. The user should pay additional fees in certain
cases. Examples of such fines in the United States include $400 for lost keys and $150 plus the

towing payment if the car is towed away due to the user’s negligence.

2.3 Features
The service car2go provides to their customers can be best described through the key features of

their business. These key features are as follows:

e Card
The membership card is — besides the mobile application — the access to car2go vehicles. A
card can unlock the entire car2go fleet in a user’s country of residence and controls the price

measurement through the car’s meter.

11
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e Application
Users are not obligated to use the application in order drive car2go’s fleet of vehicles, but it
enhances the usability of the service. Vehicles found in the application can be reserved up to
thirty minutes before a user’s trip. The application also provides users with the aforementioned

municipal parking regulations.

¢ Fuel
Every vehicle of car2go’s fleet — both electrical and those with combustion engines — contains
a card in the cabin. If the tank drops below one-quarter, users can use the card to refuel.
Electrical vehicles can be connected to a charging installation. By doing so, users obtained

twenty minutes of driving for free for the inconvenience.

e Touchscreen

Users use the in-cabin touchscreen to answer the questions and after their ride. The screen also
provides the users with a search option for available parking spaces and a built-in navigation

system.

e Service

car2go’s business includes a service for twenty-four hours a day. car2go’s staff can serve as a
link between the users and auto repair, towing companies, emergency services and insurances.
Users can operate the button for assistance that all cars hold or call the country-specific

telephone number.

The list of features continues on page 13.

12
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¢ Business
Businesses can conclude a multi-user membership with car2go. The accounts have an unlimited
number of participating users. This option is convenient for businesses whose staff does not

drive frequently enough to necessitate renting, leasing, or buying company vehicles.

e Co-drivers
Users of car2go can add co-drivers to their account while still using the same credit card
credentials. This is a useful feature for families with driving-age children. Co-drivers are
individuals that can use car2go’s service while not possessing an account, but while co-using
the account of someone else. The co-drivers in the account still need to get validated by car2go’s
service and obtain their own membership card or mobile application. It is always allowed to

take a human passenger in a car2go vehicle.

24 SHARE NOW

In February 2019, car2go and DriveNow — which is BMW Group’s carsharing initiative —
announced a fusion of their mobility solutions. By merging both firms, SHARE NOW has become
the largest global firm offering carsharing services. By joining forces, the firms aim to focus more
on innovation. It has been announced that eventually both firms can be found within one
common mobile application. Yet, at the moment of writing this report, car2go operates as a single
entity in the market. The market analysis in the fourth section of this report will consider
DriveNow’s presence in the international markets as well, as those can be viewed upon as

car2go’s future international markets at the time the firms merge.

13
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3 Literature review

To place the analysis of car2go in perspective, this section briefly reviews the relevant literature.
First of all, a quick history lesson on carsharing will be provided. The history of carsharing also
provides the different forms of implementation of the concept. Secondly, literature on the impacts
of carsharing will be analyzed and explained. Furthermore, the concerns related to the emerging
concept of carsharing will be analyzed. In doing so, this literature review does not solely provide
a one-sided argument about carsharing. Both the impacts and concerns have been derived from

a wide variety of sources.

At last, he insights provided by this section will be used at the later stage for the selection of

international markets in section 5.

3.1  History

Sharing economies are moving forward in full speed, according to the Transportation
Sustainability Research Center (Shaheen et al., 2018). The Transportation Sustainability Research
Center (TSRC) is a leading independent contributor in the field of research into shared mobility.
In the spring of 2018, the group released a renewing report in which is stated that worldwide
carsharing continues to grow in use with an increasing rate of growth. The related data is
visualized in Figs. 4 and 5 on page 15 of this report. The data shown in Figs. 4 and 5 depict October
of each even number year, but does not include peer-to-peer carsharing. The “n” denotes the

number of countries that were surveyed in each of the regions. One-way includes both station-

based and free-floating models, such as car2go.

14
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The study published gives a clear outlook over the global market trends in carsharing:

16,000,000 180,000
14,000,000 160,000
12,000,000 140,000
10,000,000 120,000
» 100,000
o 8,000,000
ié 80,000
% 6,000,000 60,000
4,000,000 40,000
2,000,000 20,000
0 0
2006 2008 2010 2012 2014 2016
Members 346,610 670,822 1,163,645 1,788,027 4,842,616 15,050,192
Compound Annual Member o o 0 0 o 0
Growth Rate (2 yr) 0% 39% 32% 24% 65% 76%
e=\/chicles 11,501 19,403 31,967 43,554 104,125 157,416
Compound Annual Fleet o o o 0 o o
Growth Rate (2 yr) 0% 30% 28% 17% 55% 23%
Member-Vehicle Ratio 30.1 34.6 36.4 41.1 46.5 95.6
Figure 4. Global trends in carsharing (Shaheen et al., 2018).
12,000,000
10,000,000
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=
2,000,000
Ai:J:rtirc]a Oceania Asia Europe A’r\lnoerrtita Africa Worldwide
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M Roundtrip Members 7,350 76,600 7,787,138 1,477,846 1,025,414 15,100 10,389,447
One-Way Members 0 20,000 935,000 2,893,305 812,440 0 4,660,745

Figure 5. Trends in global round-trip and one-way membership (Shaheen et al., 2018).
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The obvious lesson of the information displayed in Figs. 4 and 5 is that carsharing is on the rise.

What is the history and how did the industry develop up until this moment?

Shaheen et al. (1999), place the origin of carsharing in Europe in 1948. A cooperative, known as
“Sefage” (Selbstfahrergemeinschaft), was started in Zurich, Switzerland, in 1948. The program’s
motivation was primarily based on economic fundaments. It aimed at individuals unable to
afford car-ownership, but interested in sharing one. In other places in Europe, carsharing
programs were also initiated. In France, a program called “Procotip” was started in 1971, and

another one called “Witkar” in the Netherlands in 1973 (Doherty et al., 1987).

In 1991, the European Car Sharing Association (ECS) was established in order to lobbying
activities aimed at supporting the concept of carsharing (Seik, 2000). This makes sense given that
carsharing services are more attractive to public transport users than to die-hard car users, as

shown in a study by Loose (2010).

According to Loose (2010), it has been a two-way beneficial effort to start collaborations between
public transport operators and carsharing services throughout the history of carsharing.
Carsharing service providers profit from a large clientele base of the public transport operators
and their often-larger advertising channels. In return, the public transport companies can profit
from the innovative image that carsharing services offer. In multiple European countries that
were involved in the study, carsharing services — at one point in history — conjoined forces with
public transport providers. Multiple models of carsharing have been tested within the European
market in the past decades. Two of the larger experiments were conducted in the Netherlands
and England. One of these pilot models, called CampusCar, was built in England. The

experiments were both started in the 1970s.

16
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This model studied a campus application of carsharing (Bonsall et al., 2002). Another pilot model
was started in the Netherlands. The Dutch developed a private carsharing pilot. This program
consisted of cars that were owned by either all participants collectively or one individual.
Therefore, the model focused on building a fundament on carsharing through private
households, rather than commercial enterprises (Meijkamp, 1998). These are examples of
experiments concerning carsharing and attempts to construct carsharing networks in Europe.
Several of these carsharing programs were initiated through university research, through
subsidiaries by governments or through small-scale companies. Most of these programs

grounded to a halt in the experimental or start-up phase (Loose, 2010).

Nowadays, carsharing programs are able to persist in their business activities and become
economically profitable, without state funds. Partner organizations and advancements in
technology played a large role in achieving this (Millard-Ball et al., 2005). For example, the
acquisition of carsharing firm Zipcar by Avis has helped the carsharing service to create a larger
presence in international markets by sharing knowledge and expertise. Several car
manufacturing companies launched successful carsharing programs, such as BMW's DriveNow

and Daimler’s car2go (Mocker & Fonstad, 2017).

Technological advancements have transformed the carsharing concept by decreasing the fixed
cost per car and increasing the ability to attract more consumers to the concept. The
aforementioned programs from the past three decades can be referred to as the traditional
carsharing system with a station-based car fleet. Nowadays, this has been reinvented into the
free-floating carsharing system, such as car2go’s concept. This new technology solution is more

attractive to customers due to the elimination of high parking costs.

17
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Furthermore, the inconvenience for customers of picking up and returning cars at a specific

location is removed by the use of a free-floating car fleet.

As stated in a report by Deloitte, the advancements in technology, a growing public interest in
the concept and the improvements in operational processes suggest a promising future for the

concept of carsharing (Schiller et al., 2017).

3.2  Impacts
The phenomenon of carsharing has various impacts in different fields. Carsharing fundamentally

affects the automobile production firms and public transportation providers.

According to a study conducted by the Transportation Research Board (2005) in the United States,
on average 20% of carsharing clients give up their automobile or a second or third vehicle. Hence,

at least five privately owned vehicles can be replaced by a shared car.

In return, a reduction in private ownership of vehicles can lead to increased availability of parking
spots and a lower need for new parking facilities. The further advantages gained from a reduction

in parking include cost saving, a larger availability of land for development and less storm water

turnoff (Millard-Ball et al., 2005).

The same study reports that there are two competing impacts linked to carsharing. First of all,
there is the impact of reduced travel. Carsharing imposes numerous changes on the economics of
driving by converting a fixed cost structure into fees. Each additional trip with a privately-owned
vehicle costs less, as investment has already been made. However, in carsharing costs are
proportional to the usage of the shared vehicle. This provides a stronger incentive to consumers

to drive less.

18
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The other — and opposing — impact found in the study is induced travel. The reason is that some
of the members of carsharing programs did not own a vehicle prior to using the service, but will
use a new vehicle as a result of carsharing. The research claims this induction can be seen as a
benefit since it is improving mobility and the new car usage can be offset by the abovementioned

reduced travel.

The other impacts of carsharing include lower emissions, as a result of both reduced travel and
the use of newer, fuel-efficient vehicles — Daimler’s hybrids and electric in the case of car2go. The
relevance of this environmental impact is also emphasized in a study conducted by Loose (2010)
for Intelligent Energy Europe. Cost savings for many households and firms using the carsharing
programs are also mentioned in the study as an important impact of carsharing. Yet, an important

side note is that the ability to save costs depends on the user profile.

3.3  Concerns

Besides the positive benefits and impacts of the rise of carsharing there are also detrimental effects
to the concept. A study carried out by Loose (2010) addressed the most representative constraints
to the rapid expansion of the carsharing concept within Europe. The study considers three main
themes of constraints: (i) political, (ii) economic, and (iii) individual. The political constraint is
related to the fact that national legislation within the European Union is not always open for the
designation of carsharing. For example, stations for the vehicles of carsharing services were not
allow in Germany by law. There are plenty of examples for the European Union in which the
national legislation clashed with the innovative concept of carsharing. Authorities within the

European Union have the freedom to construct their own national governmental policies.

19
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This is of concern to the carsharing concept as it poses a potential complication towards the

process of firm expansion.

The second category of troubling issues regarding the concept consists of economic constraints.
Zeng (2015) conducted a study on the barriers to and opportunities of the carsharing concept.
According to this study, an important barrier to the business is the requirement of high capital
investment. The aforementioned study by Loose (2010) endorses this by emphasizing how
important it is for carsharing operators to obtain credit in order to start the business model. The

financing of new vehicles is a determining factor in a carsharing firm’s success.

The last concern derived from the contribution of Loose (2010) addresses the individual
constraints of the carsharing concept. As concluded in the study, one of the largest constraints of
carsharing is the inadequacy limited understanding of the concept. Amongst individuals that
have no experience with carsharing there is a wide variety of preconceptions, ranging from the
availability of cars, the dependability of the service and the consumer orientation of the concept
as a whole. The transmission of rightful information about the concept of carsharing towards

(potential) customers is of the upmost importance for carsharing’s success.

In April 2019, the on-line Catalan newspaper £/ Nacional.cat published an article (Serra, 2019)
regarding the carsharing concept, which is also on the rise in the Spanish economy. The article
focused on determining if carsharing is the mobility of the future. One of the main conclusions
from the article is that shared mobility is here to stay, although it still has to overcome challenges.
These challenges are legal challenges — inherent to the aforementioned political concern — and a

challenge in the lack of supply of carsharing vehicles in rural areas.

20
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El Pais, a leading Spanish newspaper, added a new concern to the discussion: health and hygiene
issues. The study discussed in the article indicates that there are on average 33 percent more
germs (bacteria) in a vehicle from a carsharing’s firm than in a privately-owned vehicle

(Corcobado, 2019).
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4 Company’s international strategy

After briefly introducing the case company in the first section of this report, this section will
conduct a more extensive analysis of the firm’s international strategy. Section 4.1 focuses on the
macro-environment. car2go is not alone in conducting business. The firm is surrounded by and
operates in a larger context. There is a whole series of generic variables that affect the general
climate for doing business in an economy, and consequently be linked to all the companies that
compete equally in the economy. This context is called the macro-environment and will be

analyzed through using Porter’s (1980) Five Forces Framework.

Section 4.2 will shed light on car2go’s micro-environment. Each firm can be viewed upon as an
extensive set of different operations, where in each stage different processes add value. It is of
high importance to assess the potential of the company to generate competitive advantages based
on the resources and capabilities it possesses. Both parts of the analysis of car2go’s international

strategy focus on Europe, as that is the relevant geographical area for this project.

4.1  Macro-environment

In order to gain a better understanding into the competitiveness of a firm’s environment,
academic Michael E. Porter proposed the Five Forces Framework. This framework is both a
credible and a practical way to assess industry competition. A firm’s ability to make profit in
business depends on the strength of its position in the market. This section will elaborate on the
Five Forces Framework to gain an insight into the forces exerted by car2go’s competitors on its

business environment.
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The five forces in the model are (Porter, 1980):

Threat
e Threat of entry E°,:t::':s
e The power of suppliers ‘
e The power of buyers ! Rivalry l ‘
Bargaining Among Bargaining
) Power of Existi « P f
e The threat of substitutes S:pplze':'s c,,m',:x,,, ;uwyeerr:

¢ Rivalry among existing competitors

1 )

Fig. 6 next presents the model.
Threat of

Substitute
Products or
Services

4.1.1 Horizontal competition
Figure 6. Porter’s Five Forces Framework (Porter, 1980).

e Threat of new entrants

Looking at the competitive environment of car2go within Europe, it can be seen that there is a
certain threat of new entrants eager to enter the market that car2go is currently serving. As can
be seen in the literature reviewed in the second section, more and more competitors are entering
the market. Other car manufacturers than Daimler, such as the Volkswagen Group, are also
backing their own carsharing services (Volkswagen AG, 2018). In addition, traditional rental
companies (i.e. rental firms Hertz and Sixt) also entered the market and are expanding their

services in the past year (Shaheen & Cohen, 2013). The representation below is a summary of the

threat analysis.

Threat:

Low Medium High
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o Threat of substitutes

Any increase in the public interest in alternative modes of transport to the carsharing services
that car2go offers, can be identified as a threat to car2go. At the moment of writing this report,
this trend is merely nascent as car2go was the first firm in many European markets. Yet, as
technological advancements take place within the transportation industry, the chances of an
enhancing threat of substitutes to car2go’s services are growing. A good example of this is Uber,
which is not a firm in the same market as car2go, but a possible substitute to the service offered
by car2go. It can be seen that car2go experiences a threat from various different substitutes. A few

examples are public transportation, taxis, and privately-owned vehicles.

Threat:

Low Medium High

¢ Rivalry among existing competitors

As of now, car2go is experiencing a low to intermediate grade of direct competition. The service
offered by car2go was often the first free-floating carsharing service in the market. Nonetheless,
according to Shaheen & Cohen (2013), car2go does have certain competitors in localized markets
in several geographical locations. Only looking at car2go’s direct competitors, it can be seen as a

threat that is present but not among the stronger ones.

Threat:
Low Medium High
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4.1.2  Vertical competition

e Bargaining power of suppliers

This force is relatively low on car2go within the carsharing industry, as the firm is backed by its
major supplier of cars: Daimler. Other car manufacturers can also try to join the carsharing service
industry as a mean to salvage their business from this emerging form of car usage. The fact that
car2go is backed by a major car manufacturer is a competitive edge for the firm over firms that
do not have this (i.e. Sixt). Whereas competitors of car2go have to purchase their cars for the

market price, car2go enjoys a superior access to vehicles through Daimler.

Threat:
Low Medium High

e Bargaining power of customers
Because car2go has built a customer-centric business model, the bargaining power of customers
is rather high. Fluctuations in the customer demand (both qualitative and quantitative) can have

a strong influence on car2go’s business model.

Threat:

Low Medium High
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4.2  Micro-environment

As mentioned in the introduction of this section, firms can be considered as a set of different
operations, where in each of these operations the firm adds value. This is referred to as the value
chain of a firm. In this value chain, a firm can outshine its competitors and develop competitive
advantages. Competitive advantages can be found over the whole of the value chain. As the first
section shed light on a more functional analysis of this company, this section will dive into an
analysis of the value chain. This will be done through assessing the competitive advantages of
car2go. In a press release from 2017, car2go claims to be a pioneer in the market of free-floating
carsharing (car2go, 2017). This first-mover advantage in combination with the strong brand name
car2go has, can be seen as a strong competitive advantage. There are network effects to the first-
mover advantage. For example, the establishment of standards and the largest user network. The
free-floating system that car2go manages is unique to many European markets and more flexible
relative to more traditional carsharing firms with fixed locations for pick-up and drop-off. The
value proposition that car2go itself portrays is based on providing environment-friendly and
innovative transportation, by offering flexible urban mobility. car2go’s service has been designed
aiming to be a complement to the transportation alternatives available. Through this design, the
service can meet the demands of consumers that are unsatisfied with car ownership and public
transportation services. car2go discloses its value proposition through both the website and their
mobile application (car2go, 2019¢): “Why car2go? Carsharing gives you all the benefits of a car
without owning one — parking, charging, and insurance included.” According to Vujovic (2017),
car2go led to a transformation in which automobiles, an industrial product, turned into a digital
service. By charging car usage per minute, and with other benefits, car2go has significantly

increased their value proposition and competitive advantage in comparison to their competitors.
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5 Selection of international markets

This stage of the report will shed light on the different stages of a market research process.
Selecting the most suitable market as a fit for car2go is of paramount importance in relation to

successfully devising business expansion strategies.

5.1  Conditions
There are various important factors and circumstances to consider for firms seeking for business
expansion. During the process of considering to expand business activities abroad, firms should

review those factors to avoid unnecessary failures.

Even though a firm’s products or services can be sold in numerous countries across the globe, of
which each one has its one specific characteristics, it might not possess the resources to enter into
all of these markets. As a result of this, firms often have to settle for the markets which are the
accessible fit to the products or services. Generally speaking, these are the markets that offer the

clearest advantages to the firm in the initial phase.

In the case of this project, which is designed specifically for the case company car2go, there are

specific needs from the firm’s perspective in relation to the selection of international markets.

car2go is active in numerous European countries, as mentioned in the second section of this
report. In several of those countries, the carsharing operator is active in at least one city in the

country. For example, the firm is active in a total of 6 cities in Germany

The firm is also active in countries in which they are solely offer their carsharing services in one

city. This is the case in countries such as Great Britain, Belgium, and the Netherlands.
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In the case of this project, the markets in which the case company has a small presence (one city)
are regarded as potential markets for business expansion. By doing so, this thesis can provide
new insights and consequently lead to the entrance of a new market (internationalization) or the

expansion of business in a small existing market which shows potential.

The selection of the international markets will be done through the use of three different stages.
The considerations to be made during the stages will be suited to the firm’s specific needs for

business expansion.

The stages are as follows:

o First stage: Preselecting the most favorable markets
e Second stage: A comparative study of target markets

e Third stage: In-depth study of our selected target market to confirm the selection was right

The first two stages will be dealt with in the next two paragraphs of this section. The third and

final stage will be conducted in the next section of this report.

5.2 Preselecting the most favorable markets

In order to pre-select the most favorable markets within Europe for car2go, several criteria have
been used. This stage can be referred to as secondary research in which information of foreign
markets is obtained through secondary parties. An extensive review of this information makes it
possible for firms to pre-select markets in the absence of the need to go abroad. This initial phase

provides an overview of potential markets for expansion or internationalization.
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This stage in the process of the market research takes into account a variety of details. As the case
company offers a service with specific features, the indicators in the preselection have been
aligned with those. Furthermore, the criteria consider the geographic proximity of the countries,

in means of both location and culture.

The criteria have been divided into two separate segments: market dimension, and access to the
market. The market dimension is concerned with the specific processes that establishes a
prospective market value of the firm’s brand and services as well as those that impact the

accessibility of these products to their (potential) customers.

The second segment — access to the market — focuses on the firm’s position to a specific country

in terms of culture, location, and the measurement of accessibility of a foreign market.

The criteria are portrayed in Table 1 and Table 2 on page 30.
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The criteria are:

Market dimension

Table 1. Market dimension criteria.

Which countries have the
highest number of carsharing

customers? !

Which countries have the
highest density of the total
road network (km road/ km?

land area)? 2

Which countries have the

highest GDP per capita? >

1. Germany

2. Switzerland
3. Great Britain
4. Netherlands
5. Italy

1. Malta

2. Belgium

3. Netherlands
4. Hungary

5. France

1. Luxembourg
2. Ireland

3. Norway

4. Switzerland

5. Netherlands

1. According to Intelligent Energy Europe Programme (IEE).

2. According to European Union Road Federation (ERF).

3. According to World Bank Data.

Table 2. Market access criteria.

Access to the market

Which countries are

Which countries are

Which are the most accessible

5. Poland

geographically closer to the geographically closer markets?
company? culturally? *
1. Netherlands 1. Netherlands 1. Denmark
2. Czechia 2. Denmark 2. Norway
3. Belgium 3. Czech Republic 3. Great Britain
4. Austria 4. Finland 4. Sweden

5. Great Britain

5. Lithuania

4. According to The Patterns of Cross-Cultural Business Behavior by Gesteland (1999).

5. According to Ease of Doing Business Score of World Bank Data.
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The foreign markets selected in order of priority are:

Netherlands | | Great Britain Denmark Norway

5.3 A comparative study of target markets
Now, in the second stage of market selection, this report will dive into a comparative study of the
four countries mentioned above. This paragraph will focus on providing descriptions of the

current carsharing markets in the aforementioned countries.

5.3.1 Carsharing in the Netherlands

Car sharing in the Netherlands is relatively small but has potential. There are several competitors
active in the market, but only two with the business model of a free-floating fleet of vehicles that
can be accessed through a mobile application. These two firms are car2go and DriveNow. The
Dutch market of carsharing is mainly based in Amsterdam, the capital city of the country.
Another possibility in the Dutch market is to share cars between travelers, such as ParkFlyRent
offers. In 2014, more than 70% of the range of shared cars in the Netherlands consisted of private
cars (KpVV, 2014). In June 2007, more than 20,000 Dutch people made use of the approximately

1,100 shared cars (NU.nl, 2007).

Almost seven years later, in March 2014, the number of vehicles increased tenfold to 11,210 cars,
and the number of car sharers increased to 110,000 (KpVV, 2014). The largest contribution of
growth within the Dutch market is located in Amsterdam, due to the unavailability of carsharing

services in other cities.
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5.3.2 Carsharing in Great Britain
A remarkable finding of a study conducted by Loose (2010) is that there is a high number of

carsharing customers, but a relative low number of vehicles in the British carsharing market.

According to the British research firm Frost & Sullivan, the number of customers using car-
sharing services is expected to increase by almost threefold from roughly six million in 2017 to

almost eighteen million by 2025 (Fenwich Elliott, 2018).

There is — in comparison to the other three countries —a high number of firms active in carsharing
in Great Britain. From car clubs, in which cars are shared amongst the members, to carsharing
schemes such as car2go. In London, car2go is currently offering their services. That the number
of vehicles placed in London by car2go is relatively low to the number of potential customers can
be explained due to the high competition within the market or governmental restrictions to the
use of public space by carsharing providers. Deloitte claims that the biggest obstacle in London

are parking permissions (Schiller et al., 2017).

A possible complication for firms looking to expand their businesses activities in the British
market is the Brexit — the UK leaving the European Union - that is negotiated at the time of

writing this report.

5.3.3 Carsharing in Denmark
In 2016, car2go had 8,500 members and 200 cars in the city of Copenhagen. Yet, by that time
car2go had not reached the critical mass in demand necessary to establish a successful, viable and

robust business in Denmark (The Copenhagen Post, 2016). Danes failed to embrace the concept.
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Despite of the criteria in the previous paragraph that were propitious for Denmark, the country’s
population has not embraced carsharing as others within Europe have. Due to this argument, not

many studies include the Danish market of carsharing.

Currently, there is a small number of firms offering carsharing services, mainly in the city of
Copenhagen. DriveNow - the initiative mentioned in section 2.4 — is also active in the city, but

with a small number of vehicles.

5.3.4 Carsharing in Norway

The concept of carsharing has been introduced to the Norwegian citizens over two decades ago.
In 2018, there were 11 providers that offered carsharing services. Combined, those firms manage
over 7,000 vehicles to around 200,000 members of the services (George & Julsrud, 2018).
Carsharing firms have spread over Norway, leading to a geographic coverage from big cities such
as Oslo to rural areas. Looking at the currently existing business models in carsharing, all of the
known ones can be found in Norway: free-floating carsharing, peer-to-peer carsharing, and
various forms of corporate carsharing schemes. car2go is currently not active in the Norwegian
market. Due to the arrival of the incumbent mobility stakeholders and multiple carsharing firms
in the city of Oslo, the suggestion can be drawn that there is a proven market in the country.
Nonetheless, the number of firms is high and widespread throughout the country. A study by
the Institute of Transport Economics in Norway (2018) contends the carsharing market in Norway

has matured in the period of 2015 to 2018.
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5.3.5 Comparison
A series of indicators has been selected in order to suggest the most desirable market for

internationalization or business expansion. Fig. 7 represents the variables.

Passenger cars

per 1,000
inhabitants
Median age GDP per capita
Urban
population (% of Total population
total)

Figure 7. Variables for market selection.

Page 35 contains an elaboration and breakdown of the variables per country.

34



Business expansion plan for carZ2go, a carsharing company in Europe

Table 3. Chosen countries and indicators.

Passenger GDP per Total Urban
cars 1,000 capita in population population | Median age*
inhabitants ' | current US$? (x1000) * (% of total) *
Netherlands 543 48,482.8 17,131.3 91 41.8
Great
e 544 39,953.6 66,023.3 83 40.2
Britain
Denmark 508 57,218.9 5,764.98 88 411
Norway 616 75,704.2 5,276.97 82 39

1. According to European Automobile Manufacturers' Association (ACEA).
2. According to World Bank Data.

3. According to World Health Organization.

5.4  Decision

Based on the data presented on the four countries, one country stands out in terms of business
expansion. The market for car2go to expand or internationalize in the case of this project is the
Netherlands. During the pre-selection of markets — in section 5.2 — the Netherlands was the most
frequently mentioned country and the one with the highest overall position in the rankings.
Following up on the pre-selection, section 5.3 has compared the state of carsharing in four
European countries and set certain indicators which create an advantageous business climate for
car2go. Carsharing in the Netherlands is on the rise: the number of clients is growing rapidly
(Harms et al., 2016). Yet, this growth is centralized around the capital city of the country, which
is Amsterdam. Due to the high prospective growth of the market this appears to be an excellent

time for carsharing firm car2go to expand in the market they internationalized into in 2011.
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6 Analysis of the selected country: Netherlands

This section provides a more comprehensive study of the country of choice as both a country and
a market. Firstly, the geographic position of the country will be examined. Secondly, this section
will provide a review of the demographic profile of the Netherlands. The last paragraph is suited

to the customer profile of car2go’s client as a part of the market in the Netherlands.

6.1 Geography

The Netherlands is located in Western Europe, in between the North Sea, Germany, and Belgium.

Fig. 8 shows an overview of the larger cities located in the Netherlands.
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Figure 8. Map of the Netherlands (CIA, 2019).

A study conducted by BBVA Research shows that the Netherlands has one of the highest
percentages of urban population and urbanization rates (BBVA Research, 2016). The urbanization
rate provides an estimated average rate of change of the urban population. As urbanization in

the Netherlands is on the rise, more citizens are expected to move to urban areas.
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6.2  Demography

As displayed in Table 3, the Netherlands has a population of little over 17 million inhabitants.
This is population is unevenly dispersed all over the country. In Fig. 9 the population density of
the Netherlands can be seen as a visualization over the country’s map. The Netherlands is a
country with a high population density in comparison to the average of Europe. The Netherland’s
population density in 2017 was 501.1 persons per km*> and the European average was 117.7
persons per km? (Eurostat, 2019). If one puts this data in relation to Fig. 9, it can be concluded that
the Netherlands consists of large urbanized areas, especially in the west of the country. The area
in the west with the higher population density is known as the Randstad. This area consists of
cities such as Amsterdam, the Hague, Rotterdam and Utrecht. Nonetheless, as Fig. 9 shows,

sizeable communities are located throughout the entire country.
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Figure 9. Population density map of the Netherlands (SEDAC, 2019).
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As indicated in Table 3, the median age of the Dutch population is just over 40 years of age. The

Central Intelligence Agency provides population pyramids for all European countries.
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A population pyramid is a graphical illustration portraying the distribution of various age groups
in the population. Fig. 10 presents the population pyramid for the Netherlands, provided by the
United States” Central Intelligence Agency. The pyramid provides a view of the age and sex

distribution of the Dutch population.

Male Female

640 512 384 256 128 0 0 128 256 384 512 640

Population (in thousands) Age Group Population (in thousands)

Figure 10. Population pyramid of the Netherlands of 2018 (CIA, 2019).

In economic terms the Dutch population belongs to the five wealthiest — in terms of GDP (PPP)
per capita — populations that can be found within Europe.
Now Section 6.1 and 6.2 have provided a general outline of the Netherlands, section 6.3 will dive

into the consumer profile for car2go’s business within the Dutch market.
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6.3  Consumer profile

This paragraph will focus on the consumer profile of carsharing customers in the Netherlands.
The Netherlands Institute for Transport Policy Analysis conducted a study in 2016 on the user
characteristics and mobility effects of carsharing in the Netherlands. This paragraph will sum up
the insights that can be derived from this study and are of importance to car2go’s in-land

expansion.

According to the Institute for Transport Policy Analysis (2016), the number of kilometers driven
by Dutch customers decreases when they participate in carsharing initiatives. Before the users
shared a car, they owned on average about 1 car per household; since car sharing this has fallen
to 0.7 car per household. They also started to drive less: they drove an average of 9,100 kilometers
a year before car sharing, after which it fell to around 7,500 kilometers a year (a decrease of 15 to

20 percent). The data is portrayed in Fig. 11.
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Figure 11. Mobility effect of carsharing on car kilometers.
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Besides the less car kilometers that consumers drive after joining in carsharing concept, there are
more effects on the mobility in the Netherlands. Harms (2016) finds a reduction of 8% to 13% of
the CO; emissions emitted by the consumers that switched to carsharing programs. This can be
broken down to two reasons: consumers drive less and carsharing schemes often offer fleets of

electric vehicles.

As Fig. 10 shows, the age group 25-54 years accounts for a sizeable part of 39.18% of the Dutch
population. This is beneficial for car2go as most of the current users in Amsterdam are young
professionals requiring flexible mobility. In terms of age this groups belongs exactly to the target

group of car2go.
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7 Strategy

A competitive position should be attained in the market of choice in order to make the business
expansion viable. For a deeper understanding of the strategies that the organization ought to
carry out, this section will examine four types of strategy through the Ansoff Matrix (1957). The

strategy chosen is the one that will suit the organization best. Fig. 12 below sketches the model.

Market Market
Penetration Development
Product Diversification
Development

Figure 12. Ansoff Matrix (Ansoff, 1957).

As an extent to the decision that has been drawn — to expand in business activities in the Dutch
market — there is a logical approach to choosing a corporate strategy. As decided in Section 5.4,
this thesis focuses on car2go expanding current products and services into existing markets.
According to The Economic Times (2016), market development is a two-step process. The process
consists of a segmentation analysis followed by shortlisting the segments within the market that
the organization considers to be worth targeting. As car2go is already in active in one city in the
Dutch market, it is a logical development to strive for further market development. Market
development can be built upon different strategies: entering new consumer segments or new

geographical locations.
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In this case, it is interesting to review the Netherlands as a market for carsharing and decide
whether to expand to more cities within the country or to expand in the current city — Amsterdam.
In order to further develop a corporate strategy coherent with the organizational goals, it can be
concluded that it is of upmost importance to gain a precise understanding of the market. Section
6 presented that the carsharing market in the Netherlands is a relatively novel market, without
much competition. Lieberman & Montgomery (1988) claimed it seems to be a better strategy to
expand and consolidate presence in a known market (with unexploited potential) than to move
abroad. A first-mover disadvantage tells that it can be more desirable to wait for other firms to
enter first in unexplored markets. Taking this disadvantage into consideration, it is evident that
expansion in Amsterdam is viable.

Smolnicki & Sottys (2018) present that the affordability (in economic costs) of a carhsaring concept
is determinal for a firm'’s strategy. car2go is currently offering solely one type of vehicle in the
Dutch market: the smart fortwo electric (Fig. 13). A considerable target of the business expansion
strategy is to determine if the firm should do more of the same or also explore new paths in the
existing market. A cost-benefit analysis can be made to determine the feasibility of adding more
of the same vehicles to the car fleet. The next section will examine the trade-off between

carsharing and car ownership that the consumers in the Dutch market are confronted with.

—

Figure 13. car2go's smart fortwo electric drive (car2go, 2019a).
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8 Consumer trade-off in the selected market

Focused on the sector in the chosen country, this section will consider consumption of shared car

services through examining the consumer trade-off between carsharing and ownership.

8.1 Data

e Data on the cost side of car ownership (electric):

(i) Fixed costs: fixed depreciation, insurance, motor vehicle tax, and maintenance.

(ii) Variable costs: variable depreciation, fuel, repair and maintenance, and tires.

The Royal Dutch Touring Club ANWB provides information about the cost of ownership of a
wide range of vehicles, also about the vehicle that car2go uses. The breakdown of costs mentioned
above is based on the information provided by this platform. The depreciation of the vehicle is

calculated as follows:

cost — salvage value

A 1d iation =
finual depreciation life innumber of periods

e Data in the cost side of carsharing:

The cost side of carsharing is based on the cost of the carsharing service of car2go in the
Netherlands. These prices vary on the minute rate of each car2go. Prices drop for car2go vehicles
in low demand areas and prices rise in high demand areas. car2go’s users use packages that

include a fixed number of hours and a maximum number of kilometers.
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In determining the consumer trade-off, the assumption is made that a user will always choose the
option that is financially most advantageous (lowest cost for certain scenario). The concept of

car2go is pay-per-minute carsharing. Fig. 14 represents car2go’s all-inclusive cost method.

® ®

Parking' Insurance? 100% Electric® Maintenance
Enjoy free-floating carsharing. Relax - it’s covered. The car Never pay for fuel again. Plus: You just drive. Cleaning,
Grab a car2go and leave it on insurance is already included in  If you charge a car running low  servicing — our stealthy team of
any legal street parking within the price. All fine print, writ on juice, we’ll give you a little ninjas will take care of all of it.
the Home Area - parking is for large — in our terms and something for it. Hint: car2go
free! conditions. credit.

Figure 14. car2go’s all-inclusive cost structure (car2go, 2019d).

8.2 Methodology
As this portrayal of cost-benefit is conducted through a sum of different cost objects, these

functions will be reviewed:

Denote the cost of carsharing and ownership as y car sharing and 'y car ownership, respectively.

These costs are the average cost of both options and do not include a measure of benefits
associated with each alternative. To determine the monetary costs between carsharing and car
ownership in different scenarios, this examination includes the number of driven kilometers, the

average speed and the type of car that is currently being used by car2go in the Netherlands.

If Y carsharing = Y car ownership > 0, car sharing is less attractive than car ownership.

If Y carsharing = Y car ownership = 0, car sharing and car ownership are equally attractive.
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Y carsharing = Price per hour x H

Y car ownership = Cost per kilometer * K

H = Total number of hours yearly driven
K = Total number of kilometers yearly driven

The cost-benefit analysis requires a reference point which is constantly used through the
portrayal. The reference point is a consumer, and adult of 31 years old, living in Amsterdam,
driving 11.000 kilometers on an annual basis. According to the Central Agency for Statistics of
the Netherlands, the average car speed in the country is 35 kilometers per hour (CBS, 2012). This
means that the implication of the aforementioned numbers is that the average consumer drives
314 hours on a yearly basis. This reference scenario can be seen as the baseline for scenarios in

which the abovementioned characteristics are adapted.

Based on the reference yardstick, new scenarios are established. This is done by changing one (or
more) of the consumer characteristics in comparison to the set reference point. The car used for
the comparison is the vehicle that car2go offers in the city of Amsterdam — a smart fortwo electric
drive. In Amsterdam, usage of this vehicle through car2go amounts to a wage of 0,26 € — 0,36 €
per minute, which is an average of 0.31 € per minute (car2go, 2019). The analysis will consider
both the average rate and the reduced rate of car2go’s carsharing services. The costs used for the
side of car ownership in this comparison are based upon the ownership of the exact same vehicle
with building year 2017. The ANWB reports this car cost — on average — € 17.850 (ANWB, 2019).
This is solely the acquisition price of the vehicle, which is used to determine the appreciation cost

inherent in the number of kilometers driven on an annual basis.

45



Business expansion plan for carZ2go, a carsharing company in Europe

Tables 4 — 8 define the scenarios analyzed.

Table 4. Scenario 0 (reference).

Number of kilometers per year 11.000

Average speed in kilometers per hour 35

Hours 314

Car smart fortwo electric drive

Table 5. Scenario 1.

Number of kilometers per year 20.000

Average speed in kilometers per hour 35

Hours 571

Car smart fortwo electric drive

Scenario 1 comes from Scenario 0 by increasing the number of kilometers. This sheds a light on

investigating how the yearly number of kilometers affects the trade-off.

Table 6. Scenario 2.

Number of kilometers per year 40.000

Average speed in kilometers per hour 35

Hours 1143

Car smart fortwo electric drive
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Scenario 2 is a representation of a case with a large number of kilometers.

Table 7. Scenario 3.

Number of kilometers per year 11.000

Average speed in kilometers per hour 20

Hours 550

Car smart fortwo electric drive

The average speed in kilometers per hour is decreased to 20 instead of 35 (as in the reference

scenario). This is better representation of the situation in large cities, where an increased amount

of traffic even leads to limited speeding. As car2go’s services are solely available in the city of

Amsterdam, it is an interesting aspect to consider how the trade-off is affected by the average

speed.

Table 8. Scenario 4.

Number of kilometers per year 20.000

Average speed in kilometers per hour 20

Hours 1000

Car smart fortwo electric drive

This scenario concerns an increased number of kilometers in comparison to the reference

scenario, but also a decreased average speed — like the last scenario. This scenario also addresses

consumers driving in urban areas.
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8.3 Results

The calculations of the scenarios are relegated to the Appendix of this report.

The rate that a consumer achieves to book at, strongly influences the cost of carsharing. In the
reference scenario, the cost of carsharing at the regular fee basis are 5.840 € per year, while those
at the reduced rate are 4.898,40 € per year. The cost of ownership in the reference scenario are

5.610 € per year.

The first and second scenario are equal to the reference scenario in terms of average kilometers
per hour driven and the type of vehicle but differ in the number of kilometers driven on a yearly
basis. From the reference scenario, the number of kilometers is increased through the first

scenario (20.000 kilometers per year) to the second scenario (40.000).
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Figure 15. Scenarios at an average speed of 35 kilometers per hour.
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The increase from the reference scenario (11.000 kilometers) to the first scenario, results in a
doubling of the cost of carsharing. At the regular rate of a car2go vehicle, the costs of 11.000

kilometer per year are 9.616,20

At the same rate, those cost increase to 21.259,80 € per year when the kilometers are set at 20.000
per year. At the reduced rate, this gap is smaller but still much wider than the gap between the
cost of ownership between 11.000 and 20.000 kilometer. The result of going from the reference
scenario to scenario 1 is just 390 € per year in car ownership. These results indicate that an increase
in driven kilometers causes a greater increase in costs for carsharing than car ownership. The data
gathered through the database from the ANWB, provided the following view (Fig. 16) upon how

the cost of car ownership decline as the number of kilometers driven per year increases.
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Figure 16. Price per kilometer of ownership based on ANWB calculations.
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The third and fourth scenarios replicate respectively the reference and first scenario, only with a
decreased average speed in kilometers per hour. Adapting the average speed results in an
increase in hours driven on a yearly basis, given that the same number of kilometers is driven. In
this case, the costs of carsharing compared to car ownership increase. In scenario 3, the cost of
carsharing are 10.230 € per year at the average rate of car2go. In the reference scenario, these costs
are 9.616,20 € per year at the average rate. These costs are calculated based upon the same number

of kilometers. The price difference is due to the slower average speed in scenario 3.

4
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Figure 17. Scenarios at an average speed of 20 kilometers per hour.

The price increase leads to the implication that carsharing become less financially attractive if the
average speed decreases compared to car ownership. The fourth scenario provides a fundament
for this result, as the cost of carsharing — for 20.000 kilometers — amount to 18.600 € per year at
an average speed to 20 km/h. The cost for the same number of kilometers in scenario 1, but at an

average speed of 35 km/h, amount to 9.616,20 € per year.
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8.4  Conclusions

Carsharing seems to be attractive to consumers that drive smaller amounts of kilometers and
shorter distances within a city. As soon as the number of kilometers increases significantly —such
as in scenarios number 1 and 2 — the costs of carsharing become higher than the cost of car
ownership. The tipping point of financial attractiveness of carsharing is strongly related to the
price per minute that is quoted by the provider. As we can see in the reference scenario, the
reduced rate versus the mean rate enhances a difference of almost a thousand euros on a yearly
basis. This has a vast influence on the consumer trade-off between carsharing and ownership in

the reference scenario.

With a higher number of kilometers driven per year, such as in the second scenario, carsharing is

financially less attractive than ownership in any case — despite of potentially reduced rates.

Looking at the third scenario, carsharing seems to be most financially attractive in case of a drive
of short duration in combination with a higher average speed. Slow traffic drives up the cost of

carsharing rather quickly, because the meter keeps running per minute.

The minute rate car2go calculates to their users does not decrease as a consumer’s use of the
service increases. In the light of car ownership, cost per kilometer do decrease when the consumer
adds on more kilometers. According to the source used to retrieve the data, the ANWB, the cost

per kilometer decreased with 19 euro cents from the step of the reference scenario to scenario 1.

An important note that needs to be highlighted is that the cost structures in this comparison of a
consumer trade-off are solely applicable at an individual level, not a broader societal degree.
Ownership of cars can be looked upon as more expensive than sharing cars in terms of societal

costs, due to its requirement of more public space and negative influence on the environment.
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The conclusions drawn in this examination are in line with a similar investigation into the costs
of carsharing and car ownership, which was conducted by Gelfort and McMahon (2018), in the
United States. Even though, the United States is a different market than the Netherlands, the
consumer trade-off between carsharing and ownership shows similarities. The research
concluded that in the US, when driving over 6.000 miles per year (9656 kilometers), private car
ownership is in most cases economically more sustainable on a household level than carsharing.

This research also included car2go’s services at the regular and the reduced rates.

52



Business expansion plan for carZ2go, a carsharing company in Europe

9 Conclusions and recommendations

In this section the main findings of this thesis will be recapitulated. From those findings,
recommendations for the case company have been derived, which will also be discussed.

The main lesson derived from the second section is that car2go is a key player in the carsharing
concept within Europe. The prospective merger mentioned in section 2.4 will further contribute
to the firm’s development. Merging with DriveNow enables car2go to utilize a larger market
power. A larger market power is beneficial in various factors determining a carsharing firm’s
success, such as obtaining the required high capital investments or the required legislation from
governments.

The application of Porter’s Five Forces Framework to car2go showed the firm has to deal with
both a relatively high threat of new entrants and substitutive products. The rivalry among the
existing firms in the European industry is moderately low. The rivalry substantially decreased in
Europe due to the merger with DriveNow. In its turn, the lower rivalry leads to a lower
bargaining power of the suppliers towards the carsharing firm. On the contrary, the bargaining
power of customers in car2go’s business model is high. This is in coherence with the high threat
of substitutes. Concerning the micro-environment, the firm’s first-mover advantage and
innovative service were highlighted as competitive advantages.

The market research process covered in section 5 and 6 led to the conclusion that the expansion
within an already operated market (Amsterdam) is the preferred next step for business
expansion. The selected market is the Netherlands. car2go would preferably expand activities in
the city of Amsterdam due to several factors. First of all, various obstacles (i.e. legislation) have
already been overcome in this location. Secondly, the carsharing market in Amsterdam shows

unexploited potential and high prospective growth.
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Deciding the location of business expansion is the first part of the answer to the research question
mentioned in section 1:

What is the preferred next step for business expansion for carsharing firm car2go?

The second part of the answer to the research question is provided through the sum of insights
derived from sections 7 and 8, examining respectively the desired strategy and the consumer
trade-off in carsharing. In relation to section 6, the strategy in section 7 concluded that expansion
of activities in Amsterdam is the viable option for car2go. In terms of business strategy, section 7
emphasized the importance of determining whether the firm should do more of the same or
explore new paths in the existing market. In consideration of this dilemma, section 8 examined
the economic trade-off between carsharing and ownership that consumers in the Dutch market
are confronted with. The results of the numerical exercise (Fig. 15) suggest the kind of user that
car2go should target for the success of the expansion. The carsharing concept offered by car2go
in Amsterdam seems to be economically appealing to those who drive a relatively small number
of kilometers (approximately 10.000 annually). That the economic tipping point of the trade-off
is strongly related to the price per minute quoted by car2go is an important conclusion. This
insight could justify a strategy recommendation of dropping fares initially to attract new
customers, discouraging them for purchasing cars. Once a customer has decided not to purchase
a car but to use a carsharing scheme instead, it is not easy to revert this decision. Once this
clientele has been captured, fares could rise to the levels that are indicated in section 8.

To further justify the decision and the abovementioned strategy recommendations, car2go is
recommended to study in depth the current use of the car fleet in Amsterdam. Additional insights
obtained through a diligent examination could lead to supplementary information to this thesis

of business expansion.
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Appendix

The cost calculations to the consumer trade-off between carsharing and car ownership are:

Scenario 0 (reference):

Y carsharing

At the regular rate (0,31 € per minute):
Price per hour x H

(0.31 % 60) * 314 = 5.840 € per year

At the reduced price of 0,26 € per minute:
(0.26 * 60) * 314 = 4.898,40 € per year

Y carownership

Cost per kilometer x K

0.51*11.000 = 5.610 € per year

Scenario 1:

Y carsharing

At the regular rate (0,31 € per minute):
Price per hour x H

(0.31* 60) * 517 = 9.616,20 € per year
At the reduced price of 0,26 € per minute:
(0.26 * 60) * 517 = 8.065,20 € per year

Y carownership

Cost per kilometer x K

0.30 * 20.000 = 6.000 € per year

Scenario 2:

y carsharing

At the regular rate (0,31 € per minute):

Price per hour x H
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(0.31 * 60) * 1143 = 21.259,80 € per year
At the reduced price of 0,26 € per minute:
(0.26 * 60) = 1143 = 17.830,80 € per year
Y carownership

Cost per kilometer x K

0.23 * 40.000 = 9.200 € per year

Scenario 3

Y carsharing

At the regular rate (0,31 € per minute):
Price per hour x H

(0.31 * 60) * 550 = 10.230 € per year

At the reduced price of 0,26 € per minute:
(0.26 = 60) * 550 = 8.580 € per year

Y carownership

Cost per kilometer x K

0.51*11.000 = 5.610 € per year

Scenario 4

Y carsharing

At the regular rate (0,31 € per minute):
Price per hour x H

(0.31 * 60) *» 1000 = 18.600 € per year
At the reduced price of 0,26 € per minute:
(0.26 * 60) * 1000 = 15.600 € per year

Y carownership

Cost per kilometer x K

0.30 * 20.000 = 6.000 € per year
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