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Over the last few years, the car industry has undergone several changes such as introduction of internal combustion engines, hybrids as well as electric cars. These electric cars are usually designed for reducing greenhouse gas emissions and help the industry in reducing its fossil fuel reliance. The following discussions would centre on conducting an effectual value chain analysis on Volvo while it tries to develop its range of electric vehicles. In the process, it will shed light on different kinds of challenges, opportunities and trends that are present in the industry today.


[bookmark: _Toc47712612]Major forces shaping the global business environment 
In order to understand the changes and forces that have been influencing the car industry in which Volvo operates an effectual PESTLE analysis may be attempted. These wide ranges of factors may be identified and discussed as the following:
Political: Political stability influences the successful functioning of Volvo within the vehicle industry. There has been a substantial increase in the overall infrastructure spending in the diverse emerging markets and this helps in boosting of the sales of commercial vehicles. On the other hand, several government authorities are also promoting the use of public transportation and this proves to be beneficial for Volvo. Introduction of electric cars makes its functioning stronger in the market due to reduced adverse environmental impact (Chodakowska, 2018).
Economic: The pandemic led situation has adversely affected the market and is expected to lead to recession along with widespread job cuts and increasing unemployment as companies are laying off staff to reduce operational costs (Bbc.com, 2020). This will adversely affect the electric car industry. On the other hand, the fluctuating crude oil prices also make it challenging for the organisation to operate smoothly in the market. However, there has also been an increasing focus on building expressways as well as initiatives for better transportation which is beneficial for the firms. 
Social: There has been a greater awareness among the general population towards shifting to sustainable alternatives. On the other hand, a greater significance is being given to different kinds of safety standards as well as low maintenance cost. The organisations are therefore striving to usher in cars and other forms of transport that are environmental friendly and do not harm the environment much. 
Technological: There has been an introduction of the autonomous electric buses as well as implementation of block chain technology and platooning which has made the sector stronger and more efficient. Volvo has the opportunity of implement different forms of technological advancements to make its operations smoother and better. 
Legal: It has become crucial for organisations like Volvo to adhere to kinds of legal provisions and regulations in order to operate smoothly in the market. There have been different kinds of emission regulations that have to be met by the authorities of heavy-duty vehicles and it is crucial for Volvo to take these provisions seriously.
Environmental: Over the years, there has been an increasing focus on sustainability and it is mandatory for authorities in Volvo to ensure that proactive steps are being taken to reduce their adverse impact on the environment as well as the local communities. The authorities must strive to take actions for reducing carbon levels so that the environmental quality is maintained (Volvo Group, 2020). In addition to this, the authorities also have the opportunity of implementing different kinds of CSR activities in order to fulfil their role as a responsible manufacturer. 
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Porter’s value chain analysis is one of the most popular models containing the primary and secondary activities performed by organisations while creating value for its target customers. It is evident that value creation generates added value leading to concrete competitive advantage in the market. On the other hand, added value also generates higher success and profitability for the firm. One of the most important strengths or advantages of this model is its approach as it emphasises on the activities and systems with customers as the prime central principle. It is effective in linking activities and systems to one another and illustrates the manner in which it affects profit and overall costs (Jaligot et al., 2016). It helps in elucidating where the sources of loss amounts as well as value may be found within the organisation. 
However, this model has also been criticised on several grounds. As per the view of the critics, it focuses too minutely on the micro details which may lead to losing of the broader strategic view. It links each activity within the chain which may lead to losing sight of the manner in which these activities interrelate in general. Porter’s value chain analysis comprises of several activities which may be categorised into primary and support activities. The primary activities have immediate influence on the production, sales, support and maintenance of the products. On the other hand, the support activities assist the previously mentioned primary activities while forming the basis of organisations like Volvo. For example, effective human resource management is an example of support activity that is significant for the smooth functioning of the primary activities. 
It would be crucial to undertake the Porter’s value chain analysis for Volvo so that it becomes easier to identify the possible competitive advantage sources. It is natural that Volvo is not in a position to trade all activities in external markets. This approach suggests that such organisations may consider these activities as sources of economic rent (Mudambi and Puck, 2016). They may also act as new entry barriers or cause effectual cost disadvantages for its competitors. Using of the value chain may help Volvo in optimising its information flow, products and finances. On the other hand, this improved flow of information may also help it to exploit and maximise new opportunities while reducing external threats. It will help in improving product and material flow because of improved sales and demand forecasting. The wide range of activities in Volvo as proposed by this model has been discussed below:
Primary Activities
These are concerned with the production and selling of the products to customers. 
Inbound logistics: It is crucial for Volvo to develop effectual relationship with its supplier so that it becomes easier for the company to receive, distribute as well as store its products effectively. Not focusing on in-bound logistics will lead to different kinds of challenge in the product development phases. It must focus on all aspects of transforming the raw material to the finished goods such as the electric cars. These activities may include retrieving the raw materials storage of the inputs and distributing the components and raw materials internally so that the production process may start (Simatupang et al., 2017). 
Operations: The significance of assessing the operational activities are huge once the raw materials arrive and the authorities in Volvo must be prepared to process all raw materials into the desired end products before introducing them to the market. Some of the most important operational activities for Volvo are assembling, testing and packing along with considering other aspects such as maintenance and repair of its equipments and tools. It comprises of service as well as manufacturing operations and analysing these activities helps Volvo in boosting productivity, enhancing efficiency while developing the electric vehicles and ensuring its higher competitive success. This also helps it in attaining consistent economic growth and profitability along with a higher competitive advantage. 
Outbound logistics: These comprise of the activities which deliver the cars to customers through traversing through varied intermediaries. These may include material handling, scheduling, warehousing, transporting, processing of orders and delivering them to the destinations (Benito et al., 2019). Volvo has the opportunity of analysing and optimising outbound logistics for exploring the competitive advantage sources and attaining higher success and profitability among its competitors. It is crucial for Volvo to focus on this outbound value chain activities so that the deliveries may be made effectively to the end customers. 
Sales and marketing: It is crucial for Volvo to identify the differentiation points and benefits of the electric vehicles to the target customers in order to make them understand why its offering is more efficient and better than its competitors. Along with producing high quality vehicles with distinctive features, it also has to invest on the sales and marketing related activities. The marketers and sales agents have a crucial role to play here. Some of the most common examples of these activities of Volvo are channel selection, sales force, promotional activities, advertising, pricing, building relations and coordinating with the channel members. It has the opportunity of using the marketing funnel approach for structuring its sales and marketing activities (Yun and Yigitcanlar, 2017). They may be either pull or push in nature depending on its brand image, current market standing, competitive dynamics and its overall business objectives. Wisely integrated promotional and marketing strategies help Volvo in developing its brand equity along with helping it to stand out from the intense market competition.
Services: It is evident that the services related to pre and post sale have an important role in Volvo while developing and enhancing customer loyalty. Modern day customers deem the post sale services as crucial as the promotional and marketing activities. Volvo must always assess its support activities for avoiding brand reputation damage while striving to use it as an effective tool for spreading positive word of mouth because of its timely, quick and responsive support services. 
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Figure 1: The Value Chain Model
(Source: Cgma.org 2013)
Secondary Activities
These activities coordinate and facilitate the above mentioned activities associated to the primary value chain. These have been mentioned below:
Firm infrastructure: These include a wide range of activities including strategic management, quality management, handling of legal matters, financing, accounting and planning. Effectual infrastructure management allows Volvo in optimising the value of its entire value chain. It also has the opportunity of controlling infrastructure activities or overhead costs for strengthening its competitive hold and position among others in the market (Lee, 2016).
Human resource management: This may be analysed through evaluation of varied HR aspects such as recruiting and selecting of employees along with looking after their training, performance management and rewarding processes. Effectual management of the human resources would allow Volvo in reducing competitive pressure because of the collective skills, commitment and motivation of the workforce. 
Technology development: In today’s technologically advanced times; most of the value chain activities are dependent on effectual technological support. Distinct technological integration in marketing, distribution, human resource capabilities as well as production necessitates Volvo to emphasise on the significance of technology development as it has a huge role to play in developing and operating the electric vehicles (Eling and Lehmann, 2018). It must emphasise on factors such as automation software, product design research, technology-enhanced customer service and effective data analysis. 
Procurement: This includes the processes involved while purchasing of inputs such as machineries, equipments, raw materials and other suppliers for developing the electric cars. It is crucial for Volvo to consider its diverse procurement activities for optimising inbound, outbound as well as operational value chain. 
It is based on an understanding of these factors that Volvo authorities must consider where value may be added so that the electric vehicles may be made more efficient and differentiated along with optimisation of the diverse processes (Lee, 2016). Therefore, these activities cover the entire process including extraction of natural resources as raw materials and developing the electric cars while also emphasising on other aspects such as recycling and waste disposal. However adoption of these electric cars often requires generation of additional electricity power and these issues must be considered proactively by Volvo in order to attain operational efficiency and profitability. 
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It may therefore be assessed from the above made discussions that the value chain activities must be emphasised well by the authorities in Volvo so that it is able to develop the electric cars in the best possible manner. It would also help the firm in catering to diverse customer needs while maintaining its responsibilities relating to sustainability and environmental protection. 
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