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[bookmark: _Toc38117735]Introduction
Electric vehicles use traction motors or electric motors for propelling the engines and moving the cars forward. They lack the gasoline engines of traditional cars and thus have batteries that can be recharged when and as required. Due to the various government incentives as well as consumer awareness and increase in their spending power, electric vehicles are slowly gaining traction and popularity in the market (Jenn, Azevedo and Ferreira, 2013; Mersky, et al., 2016). The launch of electric cars by Tesla was one of the fundamental reasons as to why this product segment gained mainstream popularity. In fact, even Volvo, a premium Swedish car manufacturing company, had agreed that it has become important for car makers to embrace these market changes and invest in the manufacturing of electric vehicles, in order to stay relevant. This report will identify the new and emerging business opportunities that entrepreneurs and business executives can face when it comes to the production and marketing of electric cars. A critical assessment of the businesses linked to the global automotive industry shall also be conducted in order to understand its long-term profitability.
[bookmark: _Toc38117736]Application of Porter’s value chain analysis
The value chain analysis as formulated by Michael Porter refers to the activities that are collectively performed by a business organisation to create values for its customers. This value that is created essentially makes it possible for achieving a competitive advantage in case of an organisation or a sector (Mudambi and Puck, 2016). Furthermore, the availability of a competitive advantage makes it possible to have a higher level of profitability as well. The application of this model to the car manufacturing sector, with respect to the prospect of electric vehicles and the current automobiles, will help focus on the various activities and systems while keeping the customers at the centre, instead of dividing the attention to different departments such as accounting or otherwise. This allows for the linking between the numerous activities and systems, which helps understand the impact it can have on the profit as well as the costs (Herrera, 2015). Thus, this framework makes it easier to understand, what helps create value, and how the loss for an organisation or a sector can be controlled. With respect to the car manufacturing industry and its various market players such as Volvo, the primary and the support activities based on this value chain can be explained as follows –
Inbound logistics: This refers to the processes that allow the car manufacturers to receive the components and parts that would be required for assembling the cars and other vehicles, and this is affected by the relationship that the companies have with its suppliers. In case the market demand shifts from the traditional to the electric cars, there could be chances that manufacturers like Volvo would have to suspend their manufacturing operations in case of the petrol and diesel cars, and redirect their production unit to the electric models completely.
Production:As the case study suggests, the cost of battery packs is decreasing steadily, and this can be said to be the result of improvements in technology along with the standardisation of the charging infrastructure (Amsterdam Roundtables, 2014). This has led to the increase in the investments within platforms that product electric vehicles. Furthermore, most companies such as Volvo are utilising the fast-growing economies of scale and leveraging it to amplify their production processes, which has brought down the costs even further.
Outbound logistics:Most car manufacturing ship their manufactured vehicles from their production units directly to the target markets. It is to be noted that these export and import activities would be affected for the traditional ICE cars in case the popularity for electric vehicles takes over.
Marketing and sales:The marketing and sales functions that the car manufacturing industry has to undertake are quite extensive, since buyers usually go through an endless number of options before finally deciding on one product. Thus, companies such as Volvo require significant investment in terms of generating customers and establishing relationships with them. This essentially makes it easier for the companies to tackle competition, while creating numerous advantages for the customers simultaneously.
Service:The service for organisations in the car manufacturing sector refers to the activities that help manage the organisational growth while also developing relationships with the customers. The service as well as the service quality of organisations such as Volvo depend largely on the market demand patterns. For instance, in case the market demand for electric vehicles continues to rise and the company is not well-equipped with the resources to substantiate those needs, the firm might run into losses, which could be detrimental to its future.
These factors as explained above form the primary activities within the value chain analysis framework for the car manufacturing industry. These actions are made possible by the supporting activities, which have their own utility. For instance, the firm infrastructure of the automotive companies determines the overall management as well as the administrative functions that impact the identified processes such as logistics and production. Similarly, the human resource management also forms an integral component in ensuring that the people have access to the necessary development and training procedures that would enable them to perform the manufacturing tasks. The encourage and funds that companies receive for the development of technologies also impacts the extent to which they would be able to adapt to the market demands and changes. The final aim of these support activities is to essentially procure the necessary customers, so that they can market their products, and gain profits.
[bookmark: _Toc38117737]Application of product life cycle (PLC) theory
The product life cycle theory, often referred to as the PC theory, is another economic theoretical framework that can help understand the current and emerging patterns in terms of an industry, a product, or even an organisation (Restuccia, et al., 2016). This model is well-suited to organisations that are involved with the manufacture of products that utilise significant capital but low labour, while catering to the high-income groups. This makes this framework perfectly applicable for the automotive industry, specifically the car manufacturing sector. This framework can be explained briefly as stated below –
Introduction:This stage deals with the processes and activities that involves the launch of a new product into the market. Although profits can be low, the manufacturers usually promote them vigorously to enhance the sales prospects.
Growth:This is that stage where the demand for the products increases, and profits too start gaining traction steadily. The promotional spending also increases because the manufacturers want to get hold of as many consumers as possible.
Maturity:This stage occurs when a majority of the target consumers posses the product or service, and this leads to the subsequent decrease in the demand for the product, Suppliers can either decrease the prices, or diversify the product offering to improve sales rates.
Saturation: This stage indicates that the sector or organisation begins to lose its market share to the competitors, who on the other hand start gaining competitive advantage within the industry.
Decline:This stage occurs when the products and services are extremely familiar to the target consumers, which eventually leads to a fall in the revenue generated.
Abandonment:This stage is the final one in the life cycle of a product or industry, wherein the organisation makes the choice to discard the product and suspend the manufacturing processes altogether since they do not bring profits anymore.
Based on the PLC framework as analysed before, it can be safely assumed that the car manufacturing industry, especially for models with internal combustion engines (ICE), is in a state of maturity. Most automotive companies like Volvo are therefore being able to incur profits, although quite limited, and this has been threatened by the emergence of new players in the market, primarily in the form of manufacturers who are offering electric vehicles. Thus, the ICE models would soon lose out to the electric cars and stumble into the stage of decline. While manufacturers can try and attract more consumers by decreasing the prices and integrating better features within the existing models such as fuel efficient engines, the ongoing market scenario, together with the push that is being exerted by most governments on a global scale make it imminent for the manufacturers to consider the option of diversifying their product offering if they wish to stay relevant in the market (Hachuła and Schmeidel, 2016).
[bookmark: _Toc38117738]New and emerging business opportunities for entrepreneurs and business executives
From the analysis that has been conducted above with the help of the two frameworks, it can be concluded that the current market seems like an attractive investment opportunity for entrepreneurs and business executives when it comes to the electric vehicle market. As stated in the case study, many manufacturers such as Tesla have already started the installation of charging ports that are compatible only with Tesla models within the US and in some parts of Europe in a bid to encourage the sales of the electric cars (Amsterdam Roundtables, 2014). An increase in the investment in this manufacturing sector can be overwhelming for companies like Volvo and others, as they would be further encouraged to shape their product offerings to meet the market demands. In other words, an increase in the investment within this industry can help control the fluctuations related to pricing, and can help it reach a stable level that would be beneficial for all the prospective customers.
Furthermore, the increase in the demand for electric vehicles would also require the suppliers to increase the production and supply of various specific metals such as copper and neodymium, thereby once again calling for investments in the electric vehicle manufacturing sector (Amsterdam Roundtables, 2014). This will essentially change the entire value chain as previously identified, since the suppliers of this industry have a lot of power to influence the subsequent manufacturing processes. Entrepreneurs can also consider venturing into the sectors that manufacture turbochargers since they would also become extremely significant once the market for electric vehicles moves further into its growth stage.
[bookmark: _Toc38117739]Long-term profitability for investment in the global automotive industry
The various businesses that are linked to the global automotive industry are essentially the production of car parts and components, and the availability of either fuel or charging ports, depending on the type of car that is being used. In terms of the long-term profitability, the analysis conducted so far has made it quite clear that electric vehicles seem to have the major scope of profitability for the investors who are looking to invest in the global automotive industry.
Consequently, this market shift or transformation will affect the suppliers as they would have to produce the manufacturing equipment, while there would be a massive decline in the need for mechanical operations as the tasks would be fulfilled solely by machinery (Amsterdam Roundtables, 2014). Furthermore, the future profitability of manufacturers who produce electric motors and turbochargers also seems very promising, since these two components would be the most important for the production of electric vehicles. Investment would also be required in terms of improving the availability of charging infrastructure as well, thereby prompting the businesses to provide the customers with these ancillary services (Amsterdam Roundtables, 2014). Those involved with the recycling of the electric car parts and components would also see an increase in the demand for their services, as the market demand would lead to a surge in the prices for the raw materials, thereby spelling out new profitable opportunities for the prospective investors.
[bookmark: _Toc38117740]Conclusion
The electric vehicle manufacturing sector therefore shows tremendous promise and while government incentives have impacted the demand significantly, the changing consumer preferences have also further encouraged the manufacturers like Volvo to invest in this sector. Thus, while the market for the traditional ICE model cars continues to propel itself into a stage of saturation, the future prospects for electric vehicles seem to be quite lucrative, and this can be even better managed by appropriate investments into the ancillary sectors such as the supply of raw materials, recycling services, and the availability of public recharging stations.
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