LCBB4005
The Global Business Environment 
Assessment 2



Zornitsa Nikolaeva Karakitukova
1922160
[bookmark: _GoBack]


 Module Title: 
Assignment Title: Global Busines Environment
Lecturer: Rexon Nting





Contents
Introduction	3
Product Life Cycle Model	4
Application of product life cycle model in the electric car industry	6
	Electric car industry: Growth stage or maturity stage?	7
Tesla: The pioneer of electric car	8
Conclusions	10
References	11



[bookmark: _Toc48781625]Introduction 
The 21st century is the era of technological development. There are many products which have been developed and launched in the market in the last few decades (Onkvisit and Shaw, 2011). The electric car is one of those. Although the electric car industry emerged in the last decade, this industry is booming drastically. Tesla, an automaker company of the USA, is leading the development of this industry. This essay is going to analyse how this industry is being developed in light of the product life cycle model. 
Company Overview: Tesla 
Tesla was founded by Martin Eberhard and Marc Tarpenning as Tesla Motors. Founded in 2003, this California based automaker company has already reached the highest rank. Currently, it has four electric car manufacturing factories located in California, New York, Nevada and Shanghai. According to the financial report of 2019, it has produced 367500 vehicles in 2019 and it has generated 24.578 billion USD (Lingane, 2019). Elon Musk is the largest shareholders of the company who owns 20.8 per cent of shares (Lingane, 2019). Noteworthy model of electric car manufactured by Tesla are: Model S, Model X, Model Y, Model 3 etc (Lingane, 2019). 
[image: Here's what the Tesla logo really means | Fox News]
Figure 1: Official logo of Tesla Motors (Tesla, 2020)

[bookmark: _Toc48781626]Product Life Cycle Model 
There are myriads of products that the customer uses every day. From toothpaste to Virtual Assistant AI -Alexa or Siri, every product that customers use every day has not reached at this stage overnight (Westbrook, 2015). Besides, every product does not stay in the market forever. Every product that customer uses has emerged from an introductory phase because product innovator or product developer finds that there is a market gap which the potential product can fill. For this reason, marketers, engineers, product developers or innovators engage in innovating a new product or developing an existing product (Onkvisit and Shaw, 2011). For their efforts, consumers are using hundreds of hundreds of products nowadays. And these products will not stay forever like many products have already passed their entire life. 
The product life cycle model discusses how a product starts its life and reaches at the end of life. The fact that the product life cycle model considers as the basement of the model is demand. Also, this model explains how demand for a specific product emerges in the market and how that product is launched (Onkvisit and Shaw, 2011). In a nutshell, the product life cycle model outlines the whole life of a product. 
There are four stages, according to the product life cycle model. A product passes these four stages from beginning to end. These stages are introduction, maturity, growth and decline. 
· Introduction stage: When a product is developed, marketers launch that product into the market. And, that happens in the introduction stage. In the introduction stage, as the product is just launched into the market, that does not always confirm remarkable success. But that product fills the market gap (Wells, 2014). For example, when Virtual Assistant has been released in the market, it could not cut the market very well but certainly, it has filled the market gap. Customers who had bought a virtual assistant at the introduction stage of this product had been benefitted by features of a virtual assistant. However, at the interdiction stage, a product has high variety and the new product is manufactured at low volume as well. Also, the company which brings the product in the market faces very small competitions in this stage (Wells, 2014). Besides, the characteristics of the product become the subject of competition in this stage. On the other hand, marketers have to pay high production cost and expenses a huge amount of money on marketing.   
· Growth stage: At the growth stage, the new product becomes popularised. As some consumers buy the product at the introduction stage and certify the effectiveness of the product, other consumers tend to follow them. As a result, numerous consumers buy the product and marker demand of that product tends to increase drastically. This increasing demand attracts other business organisations to manufacture and launch this same product at a large volume which increases competition (Wells, 2014). This increasing competition pushes down the price and attracts other organisations to manufacture and sell the product. The market expands exponentially. That is why the marketers which launch product aims at increasing market share as much as they can. Also, they focus on developing the quality of the product so that the differentiated product can attract customers. Therefore, every company invest a handsome amount of money for promoting and advertising the product. Virtual assistant, for example, remains at this stage currently. At this stage, radio had become popular and a wide range of companies went into commercial production of radio at a large volume (Streeck, 2017). 
[image: Product Life Cycle Stages - Managing the Product Life Cycle]
Figure 2: Product life cycle model (Streeck, 2017)
· Maturity stage: When a product becomes very popular and the market becomes saturated, the product enters into the maturity stage. In the maturity stage, sales might drop and that dropping in sales forces the price to be competitive. As a result, the businesses which are most successful according to profit margin and sales volume push out other businesses which are not successful up to par (Wells, 2014). As a result, the number of competitors becomes small and it is often seen that a few large companies compete. That means, the market structure becomes oligopolistic. Besides, there is no specific limit for remaining at this stage. Some products may experience a drastic drop in sales after a few years and some products may stay for a long time before it experiences sales drop. For instance, Coca-Cola has reached at this stage a long time ago and it remains at this stage. However, the subject of the competition at this stage is price and dependability (Onkvisit and Shaw, 2011). 
· Decline stage: It has been already mentioned that many companies become successful to stay at maturity stage for a long time, but every product must reach the decline stage. In the decline stage, the sales volume of the product tends to drop drastically as demand tends to decrease. The reason for this situation may vary and a few reasons are: the product cannot fill the market gap anymore, the arrival of new technology etc. For example, video streaming site, television and internet have made radio and VCR completely obsolete (Onkvisit and Shaw, 2011). However, marketers try to lower the price of the product and they reduce the cost for marketing. Some companies try to develop one or more feature of the product so that that becomes suitable for a while. In this stage, therefore, very few companies which are known as survivors compete with each other and the sales volume decreases exponentially (Onkvisit and Shaw, 2011). 
[bookmark: _Toc48781627]Application of product life cycle model in the electric car industry 
The history of an electric car could be traced back to the early 20th century but that history was quite insignificant to the modern electric car industry. Rather, the significant history of an electric car could be traced back to 1970s when gas shortages sparked the necessity of the electric car. In the 1970s, the price of gasoline reached at the peak due to Arab Oil Embargo (Exum and Messina, 2014). That high price led many car manufacturers to use alternate fuel for vehicles. For example, General Motors developed a prototype of a hybrid electric car. But electric cars that had been developed then were not so competent with gasoline-powered cars (Streeck, 2017). That is why the prototype car had not ultimately produced commercially. Later in the early 90s, large automakers have converted popular models of the gasoline-powered vehicle into electric vehicles. But those efforts could not be counted as the introduction stage of the product life cycle model of the electric car (Gupta and Agrawal, 2018). 
It is a Toyota Prius which could be considered as the first electric car that was released in 1997 as a commercial model. It the first mass-produced electric vehicle although this model was a hybrid car. Toyota used nickel-metal hybrid battery (Exum and Messina, 2014). Nevertheless, this hybrid electric care got instant success worldwide. Later, Tesla, a completely new automaker which focused on manufacturing electric car solely manufactured an electric sports car which could go 200 miles on a single charge. Tesla announced that it is a great success as this automaker company has solved various issues that the previous electric car had (Exum and Messina, 2014). 
[image: TOYOTA Prius specs & photos - 1997, 1998, 1999, 2000, 2001, 2002 ...]
Image 1: Prius, Toyota, manufactured and launched in 1997 (Coffman, 2019)
So, the manufacturing of this sports car must be considered as the introduction stage of the electric car. However, later the success of Tesla influenced other automakers such as Toyota, General Motors to manufacture electric cars at a large volume. Currently, the number of electric cars in the market is 3269671 (Coffman, 2019). And it is projected that this number will be 26,951, 318 by 3030 with a CAGR of 21.1% (Coffman, 2019).  
· [bookmark: _Toc48781628]Electric car industry: Growth stage or maturity stage? 
Currently, there are many automakers which are manufacturing the electric car. The major market players are Tesla, Nissan, BYD, BMW, Volkswagen etc. These companies offer a wide range of diversified products to customers. Within the last 10 years, these companies leading by Tesla have developed models and solved many issues that early electric vehicles had. On the other hand, the USA, Austria, the UK, China, France and many other countries have developed infrastructure to support the mass production of electric vehicles (Streeck, 2017). These countries have constructed an enormous number of charge station as electric car are still AEV (all-electric vehicle). These vehicles are plug-in vehicles and the battery needs to be recharged (Gupta and Agrawal, 2018). 
Recently, Tesla has launched Model Y which is fully electric and capable of carrying 7 passengers. Also, Volkswagen has launched its fully electric model ID.3. Actually, in the early stage of the electric car, manufacturers have faced many issues but in the last 10 years, most of these issues have been resolved (Gupta and Agrawal, 2018). Nevertheless, automakers are trying to develop a new model which can resolve many issues. For example, Tesla has recently launched its cargo electric car. Besides, the electric car is now available in a few countries and most of those countries are in Europe (Coffman, 2019). As electric vehicles need reconstruction of road infrastructure and charging station, many countries cannot afford to have an electric car now. Considering this fact, it must be said that, the electric car remains at the growth stage. This statement is also supported by the following reasons: 
1. As the electric car industry has strong entry barriers, a few companies have invested in this industry and they are still investing in marketing and product development. And besides, the market is becoming consolidated (Gupta and Agrawal, 2018). 
2. The increasing number of production and sales volume indicates that this industry remains at the growth stage (Westbrook, 2015). 
3. Tesla, Toyota, Nissan and other automakers are still striving for product development to enhance product quality. They are launching new models along with new features (Lingane, 2019). 
So, it is clear that the continuous development of electric car signals that this market is in the growth stage. 
[bookmark: _Toc48781629]Tesla: The pioneer of electric car 
Tesla’s announcement of launching a new electric sports car started the formal product life cycle of the electric car although Toyota had launched an electric car nine years ago. This automaker company led the way of developing an electric car even it emulated technological product-life cycle (Gupta and Agrawal, 2018). However, Nissan, Toyota, BMW and other automakers have entered into this industry by the influence of Tesla’s success. In 2019, Tesla ranked as the best electric car manufacturer in the world. And it has 17 per cent of market share in the plug-in market segment and 23 per cent of market share in the battery-electric market segment. Also, the sales volume of Tesla increased by 50 per cent in 2019 (Lingane, 2019). 
[image: Tesla Model S - Wikipedia]
Image 2: Model S, Tesla (Tesla, 2020)
In the phase of growth stage, Tesla has developed its style of manufacturing. For example., Tesla uses thousands of lithium-ion commodity cells instead of large battery cells. This helped Tesla to manufacture a large volume of the car at a low production cost. Also, Tesla has used a permanent magnet motor in model 3 and model Y. Besides, Tesla has integrated auto-pilot system supported by Hardware system HW2. Soon, it will launch Roadster, Tesla Semi, Cybertruck etc (Lingane, 2019).  
[image: Cybertruck | Tesla]
Image 3: Cybertruck, an upcoming electric car of Tesla (Tesla, 2020)

[bookmark: _Toc48781630]Conclusions 
Tesla has started its journey through emulation of the technological product life cycle when the electric car was in the introduction stage. Currently, it remains in the growth stage and strives for developing a new model to stay ahead of its competitors. As a result, Tesla ranked number one electric car manufacturer in the world. Hopefully, this automaker company will hold its position when the electric car industry enters into maturity stage. 
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