





New business opportunities and product life cycle  Assessment 2
The Global Business Environment



Claudia Elena Babadac 
[bookmark: _GoBack]1905902
Lecturer: Dr. Kenny Tang


Table of Contents
Introduction	3
Main Body	4
Conclusion	13
Reference List	14



[bookmark: _Toc39482043]Introduction
A packaged business investment, which allows the consumers of an organisation to buy their product and services, is identified as a business opportunity. (McBroom et al., 2016). It involves the process of selling that will enable the organisation to start a new product range in the economy. In this report, the identification of new emerging business opportunities for electric cars would be discussed. These discussions would critically assess and identify the other businesses that are related to the global automotive industry, which might be profitable in long run. 
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Identify new and emerging business opportunities that the production and marketing of electric cars may present to entrepreneurs and business executives.  
The emerging business opportunity in Europe for electric cars is immense even though it is entering in its initial stage with the margin of 1%. The adoption of Electric cars took place in 2013(mckinsey.com, 2020). The government is also dedicated to promote the usage of these cars through the provision of subsidiaries along with other benefits for both demand and supply section of the society. 
The electric transport or mobility refers to the electrification of powertrain with automotive features. Electric motors are the primary source for charging or running the electric vehicle (EV). It has many varieties like which are as follows.
[image: ]Figure 1: Powertrain Portfolio
(Source: mckinsey.com, 2020)
Volvo cars have announced to launch electrification of its entire production of car models to be produced with electrified power train engines from 2019. The concept of electrification is paving a way for new revolution in the automotive industry. Therefore, a PESTLE analysis can identify the opportunities for business executives and entrepreneurs.
	PESTLE
	Sub factors 
	Volvo international Operation for EV

	Political
	Government stimulus to promote the usage of EV
	The EU government pushes its nations to reach higher independency from oil integrated transport sector (mckinsey.com, 2020). Therefore, entrepreneurs can use to opportunity to expand its company across Europe as its innovation strategy are meeting this popular demand.

	Economical
	The range of costs being High and Low awareness about EV
	The government is keen to provide subsidies for the production of EV as they are quite expensive than Internal combustion engine ones. Businesses will use this to set up its international operation on the grounds of persuading consumers to opt for EV as it will provide cheap fuel solutions to them for lifetime(mckinsey.com, 2020). Therefore, cheap mobility solution is what is greatly demanded in international market.

	Social
	In EU companies revolves around Socio technical framework to uphold and maintain stability in their production.
	Cognitive thinking motivates and guides customers and organisations in the selling or buying of EV (Cooperet al., 2017). Businesses will maintain its standards, contracts and investments transparent so the customers are persuaded to make purchase with them and perceive their products as something that will add value to their life. The company tries to meet their expectation.

	Technological
	EV promotion has been scarce in Europe because they lack in their research and development department along with the lack of expertise in producing such cars.
	The government of EU aimsfor the production of eighth to nine million electric car models by 2020(mckinsey.com, 2020). Organisations like Volvo utilises this opportunity to initiate their import sales within EU boundaries with their car range of PHEV and pure electric cars, for example, SUV – XC40 Recharge (volvocars.com, 2020). This can be an opportunity for executives to come up with similar vehicles and earn sales.

	Legal
	The production of EV and the complexities regarding the enforcement of global regulations
	The EU Clean Fuel Directive that was proposed in 2013 has effectively set a target of 800,000 EV charging stations to be installed by 2020. This is an excellent opportunity for businesses as they can plan to produce 50% of its production to be purely electrified by 2025. Therefore, availability of charging stations would make things easier in their consumer’s perception while buying EV from any giant automotive industry in an international market.

	Environmental
	The major key motive for the production and promotion of EV is that it aims to reduce carbon emissions and footprints in EU vastly.
	This motive proves to be beneficial for entrepreneurs because it is similar to its core strategy of committing to reduce 40% of carbon footprints per vehicle from 2018 to 2025 in future. The organisation matches the standards and objectives of the EU government regarding the production and promotion of EV in their consumer market, which gives them a competitive advantage. For example the launch of its all new, Recharge family (forbes.com, 2020). They can also commit to reduce carbon emissions in manufacturing activities as well with exploiting this opportunity.


Table 1: PESTLE Analysis
The analysis of macro environments is giving a detailed idea about the business opportunities that is related with the production of EV by businesses for its international operation across EU. Now the discussion of Porters Five Forces would provide Volvo cars a framework to assess their strategic position in the market for effective production of their regime of EV cars. The five forces that will determine the profitability rate of automotive industry in this particular context are as follows.
Bargaining Power of Suppliers - Moderate
This refers to the power of suppliers over organisation and its production processes. The growing demand for EV leads to the generation of new manufacturers in the economy who excel in making battery packs, charger, cell components and more(ehcar.net, 2020). The Volvo Cars is a well renowned company; hence, its customer base gives it immense opportunity for the creation of wealth. Therefore, the bargaining power of suppliers is moderate here as both manufacturer and automaker are sharing their combined power to become more independent.
Bargaining Power of Buyers – High
This dictates the pressure that is put by consumers and their increasing demands. Their power is high because their need is what shapes the objective of Volvo Cars. However, consumers of the elite group who are less sensitive to price ranges are likely to make transactions for EV in recent times(ehcar.net, 2020). Volvo aims to make it valuable to all classes by continuously forming acceptable technology within desired price range by indulging in R&D widely. 
Threat of substitutes - Moderate
A competitive environment is constructed when there is an availability of a substitute product in the market. The major substitute for EV is Internal Combustion Engine. Volvo cars introduced EV to the world so that it could bring a revolution in the transport industry. The threat of substitutes is moderate because there are few effective fuel alternatives present other than EV in this industry. Therefore, constant indulging in R&D, would lead to creation of electrified combustion engine at subsidised rate. 
Threat of New Entrants - Low
This reflects how new organisations possess threat for the existing markets in the economy. The automotive industry would attract a numerous investors for the development of EV in the market. Though Volvo Cars has been doing launches of its fully electric cars, companies like BMW, General Motors, Toyota and Nissan are working on their EV prototype as well, but the threat margin is still low(ehcar.net, 2020). It can be said that future holds the possibility of new entrants as our economy turning towards a sustainable eco system.
Rivalry among Existing Companies – Moderate to High
The rate of completion faced by an organisation in the economy is identified as the force of rivalry. Volvo has few rivals like BMW, Nissan, and Toyota are large enterprises when it comes to their position in the market. The rivalry among existing consumers is moderately high. The industry of EV depends on technology and innovation; this is leading all the market giants to adopt external technology to enhance their chances to launch an electric car soon(ehcar.net, 2020). Volvo tries to get into alliances with strong suppliers and procure raw materials at an affordable margin. 


In your discussions, identify and critically assess other businesses currently linked to the global automotive industry that you think it may not be profitable in the long run to invest in.  
In order to assess the other business opportunities linked with the development of EV the application of Porter value chain and Product Life Cycle is done. 
Porter value chain 
Support Activities
1. Firm infrastructure – This refers to the activities that take place within Volvo’s infrastructure for the development of EV. It aims to become a climate neutral company by 2040. 
2. HRM – This refers to the quality of human resource management within Volvo for successful assembling of EV. The company encourages diversity in its organisational culture (volvocars.com, 2020). The inclusion of the idea to work together to create inventive and profitable products is an effective method to gain long-term profit from the market.
3. Technology Development –Volvo Cars has been committed to create millions of EV that lead to the emergence of Electric Site by them, which involved the development of HX02 – an autonomous, load carrier and with electric battery. It offers reduction of 98% in carbon emissions, 40% in operations costs and 70% in energy costs(volvogroup.com, 2020).
4. Procurement – The purchase of raw materials and equipment’s to assemble and create EV by Volvo Cars is identified as procurement. Volvo Group purchasing is the largest procurement unit for its EV cars and heavy machineries and trucks (automotivepurchasingandsupplychain.com, 2020). The new business opportunities like setting up of charging stations under the brand name is a profitable venture to capitalise.
[image: ]
Figure 2: Porter Value Chain 
(Source: business-to-you.com, 2018)
Primary Activities
Inbound logistics – This refers to relationships with suppliers and focusing on every step of turning raw material into a finished product. Therefore, the development of inbound logistic software – ATLAS (Advanced Transport Logistics FOR Automotive Supply) leads them to maintain a single base of information for distributors, suppliers and transport partners (volvogroup.com, 2020).
Operations –Its development of ASN (Advance shipping notice) has led to effective management of supply chain(microsite.hcltech.com, 2020). It focuses on providing safe and sustainable design as stated by their Traffic Accident Research Team (volvocars.com, 2020). 
Outbound Logistics – The activities of delivering the product to customer is identified as the core objective inbound logistic. Its creation of vehicle yard in Torslanda at its headquarters is a step towards growing its logistics operation effectively (automotivelogistics.media, 2018).
Marketing & Sales – Volvo utilises this stage to highlight its benefits and differentiation factors to its customers. The development of its new strategy ‘Volvo Way to Market’ aims to focus on marketing tools, dealership, services and digital leadership (media.volvocars.com, 2020). This is a long-term plan to achieve competitive advantage.
Service – The services offered by Volvo cars related to its products can pave the way for new income channels. Business opportunities can be extracted from the creation of Electric car servicing garages, charging station management, car spaying workshops, home charging station setup workshop and training services. The inclusion of electric battery shops or repair services is also good ideas that can be profitable in future.
Product life cycle
1. Introduction– This refers to the phase where the product is being introduced to a new market for its launch(Kobayashiet al., 2018). The prices are usually high in this phase as the distribution is limited and promotional activities are being carried out on a personalised note.
2. Growth – Here the product like electric vehicles are entering a stage where there is awareness about it in the economy. Companies focus on promoting product benefits to its customers.
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Figure 3: Product Life Cycle 
(Source: thestreet.com, 2020)
3. Maturity – The competition takes place in the economy after the product has secured a solid customer base from the market(Kobayashiet al., 2018). Competitive pricing is implemented with intense distribution activities and promotions are done to highlight the differences from other competitors.
4. Decline – In this phase the likability and need of the product decreases which leads to decline competition and small hikes in prices again. The company focuses to promote the product to remind customers of its existence.
Therefore, the EV are at its growth stage as it is opted by companies like Volvo , Tesla, BMW, Nissan and Toyota for its development in the coming years in order to address the challenges of instilling circular economy. EV would enter its maturity by 2025 as the Volvo has the ambition to produce half of it cars as EV(volvocars.com, 2020). On the other hand, Tesla launched its electric Car Roadster, which achieves 245 miles in a single charge(tesla.com, 2020). BMW delivered more than half a million electric cars in 2019. It produces fully electric cars, hybrids, mild hybrids, plug-in hybrids and fuel cell vehicles (bmw.com, 2020). 


[bookmark: _Toc39482045]Conclusion
It can be concluded that, the concept of new business opportunity provides companies like Volvo to develop and expand its production and sales process globally. The introduction of electric cars is a revolutionary shift it car industry as it cuts down future fuel cost along with reduction in carbon emissions. It is environmental friendly and is selected by many big giants in the market as well. The application of various models and theories above gives an outline of the situation and position of the product in the social economy and the value perceived for it in the minds of consumers. 
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