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Introduction
Despite the world speaking of ‘the new normal’ of the recent pandemic, the image of the actual circumstances shifts constantly. For automobile manufacturers such as Volkswagen, these can be balancing a series of short and long-term components, from assisting consumers who have lost their jobs to designing an electric future.
This report will discuss the impact of the Covid-19 pandemic upon the revenues and the overall operations of the Volkswagen Group, by taking into consideration the factors that have affected the industry in general and the brand in particular. The report will further analyse the strategies designed to overcome the challenges encountered during this period of recession and the actions taken by the automobile manufacturer to ensure the survival/success of the brand under such circumstances. The report will also examine the current trends in the automotive sector and the manner in which VW Group has adjusted in order to satisfy consumer preferences and demand.



















Analysis of Covid-19 Impact upon VW Group
The operations of Volkswagen Group were highly affected by the Covid-19 pandemic during the first part of 2020, just like any other brand in the automobile sector and the global economy in general.
The Volkswagen Group suffered a significant effect on its financial performance as a consequence of the Covid-19 outbreak worldwide, after the first quarter of the 2020 tax year. Shipping volumes to buyers dropped by 23.0 percent in contrast to the same interval of 2019 to 2.0 (2.6) million items. Sales incomes dropped by 8.3 percent during the first quarter to EUR 55.1 (60.0) billion. Operating yields decreased notably by 81.4 percent to EUR 0.9 (4.8) billion. In 2019, special items following the diesel incident cut profits by EUR 1.0 billion. The ROS in the first three months of 2020 was 1.6 percent. Apart from the drop in item sales due to the decrease in consumer demand, instability in the commodities exchange and financial markets resulted in the market value calculation of commodity investments to have an adverse impact and also conducted to adverse foreign exchange impacts. Revenues before tax dropped to EUR 0.7 (4.1) billion (volkswagen-newsroom.com, 2020).
As a consequence, VW Group has taken a variety of countermeasures to reduce expenses and secure liquidities and continued to be strongly placed from a financial perspective. The progressive reopening, also of their manufacturing facilities outside China, has been initiated, while the protection of health of staff members and suppliers remained their prime concern. The automobile manufacturer has taken preliminary actions together with dealers to resume their activity, while navigating this unprecedented crisis with focus and determination (volkswagen-newsroom.com, 2020).
Challenges were faced particularly due to the growing vigour of the competitors, unstable commodity exchanges and currency markets and stricter regulations in regard of emissions.
Moreover, the pandemic had a gigantic effect on the supply chain by forcing some of the manufacturing facilities to shut down, thereby putting the whole manufacturing process at risk. A vast number of  suppliers  were  coerced  to  stop  production  (Autovista  Group,  2020),  which has conducted  to a major disruption and setbacks in the overall manufacturing operations  (Mercure,  2020). It  also  had  a  domino-effect, as intermediate elements necessary for the following section of the supply chain could not be secured (Miller et al., 2020). VW Group collaborates with a lot of suppliers globally. For the VW’s factories located in Europe alone, the Group acquires approximately 100,000 different components from suppliers. This degree of complexity has driven supply chains to an unparalleled extent of exposure toward risks (Chen et al., 2017).
Countermeasures put in place in an initial phase to reduce expenses and ensure liquidity were beneficial and as a result, they mitigated the impact of the critical period. Due to manufacturing steadily directed toward consumer demand, Volkswagen attained a strict stock management and hence a major reduction in liquidities blocked in working capital. In general, net funds in the Automotive Department were increased by EUR 0.9 billion in contrast with the first three months of 2020 to EUR 18.7 billion, also thanks to issuing hybrid notes amounting to EUR 3.0 billion. Shipping volumes plunged by 27.4 percent to 3.9 (5.4) million items per annum. Consequently, sales incomes dropped by 23.2 percent to EUR 96.1 (125.2) billion. The main cause of this situation was a decrease in unit sales driven by the sudden drop in consumer demand. The market value calculation of by-products to which hedging is not used especially commodity hedges) and exchange rate results of EUR –0.9 billion are technically counterbalanced by non-cash earnings of EUR 0.8 billion on the input of Autonomous Intelligent Driving (AID) into the autonomous driving partnership with Ford. The impact of the diesel crisis on the operating profit was EUR –0.7 (–1.0) billion. Incomes before tax dropped to EUR – 1.4 (9.6) billion (volkswagenag.com, 2020).
Notwithstanding the continuous challenges triggered by the Covid-19 global outbreak, the Group became profitable again in the third year period. The progressive rehabilitation in delivery volumes after the considerable decrease at the year start carried on during the third year period. The Volkswagen brand registered a single-digit drop mid-year in contrast to early 2020, and in September the car manufacturer was nearly at the level of 2019, at–0.7 percent. The reasons behind the progressive increase of the sales volumes were especially the new compact electric car, called ID.31, of which approximately 20,000 items had already been shipped, along with the Group’s plug-in hybrids, which are sought-after, as well as the considerable increase in customer demand for the Golf 8 (volkswagenag.com, 2020)
Further to the market launch of the all-electric ID.3 in the third quarter of 2020, Volkswagen Group continued rolling out its profitably initiated e-campaign in the fourth year period. Consumers placed orders for the ID.42, the next version to be developed on the Modular Electric Drive Matrix (MEB). Moreover, the automotive giant has improved the electrification of its range by inaugurating a vast number of plug-in hybrids: PHEV variants of the new Golf and the Touareg.
In the first three months of 2020, consumers signed 1.9 (1.9) million new financing, leasing, service and insurance agreements with the financial division of Volkswagen (–1.4 percent). The aggregate number of agreements at the end of the tax year amounted to 21.6 million, 6.5 percent higher compared to the end of the previous year. Operating profit rose to EUR 654 (638) million in the first quarter of 2020 (volkswagen-newsroom.com).
Another measure was that Volkswagen Group introduced a 100-points plan to provide a high level of health protection of their employees, creating the most suitable conditions for a safe work climate. Simultaneously, VW Group implemented wide-ranging actions designed to cut down expenses and secure liquidities in a timely manner, which allowed them to contain the effects of the pandemic on their organisation to a certain extent. Due to the major joint endeavours of the staff, VW has been capable of boost performance within the organisation and managed to steer through the unparalleled challenges.
The extension of their online sales and service tender has aided VW to offset the shutdown of dealerships. Giving consumers the alternative to choose their new VW car, organise a contact-free delivery, arrange a trade-in assessment, submit online applications for financing, select accessories, and use the online service option, where suitable with collection and delivery –all these choices have been introduced. However, VW realised that online instruments will not cut out the role of VW dealers, as vehicle purchase is the second biggest acquisition people make in the course of their lives after purchasing a property. VW remained aware that customers still want the physical experience – to touch, smell and try out their car prior to purchasing it and the inclusion of digital options increases the comfort of such experience. VW aimed at establishing the relationship between buyer, dealer and vehicle, as digital instruments are utilised more and more often, e. g. the wireless updates or particular extras in the vehicle that are turned on by the user. VW also started offering special features allowing customers to adjust their vehicle to their requirements, for special events or for the daily driving needs. Furthermore, they were the first to introduce an option whereby the car’s second owner had the possibility to tailor a used vehicle to their preferences, establishing thereby a very powerful connection between the buyer and the dealership. Last, but not least, abrupt decisions  about  digital  tools  were  necessary,  to enable entirely remote manpower (de Jong-Elsinga & van Dijk, 2020).
In terms of future trends, Volkswagen noted that the ID.4 electric SUV launched in 2021 was fully aligned to consumer trends, considering the triumph of its traditionally propelled Touareg, Tiguan and T-Cross SUVs.
VW Group and the entire industry have faced further difficulties due to the Covid-19 pandemic, also due to a worldwide deficiency in chips required for the manufacturing and closures in different regions to tackle the pandemic, which means that 2021 was another challenging period.
VW also encountered strong competition in the development of electrified and self-driving vehicles. The union of Fiat Chrysler and Peugeot-owner PSA to form the fourth-largest car manufacturer Stellantis only increased the constraints.
In addition to the pandemic-related difficulties, Volkswagen failed to comply with EU requirements on carbon dioxide (CO2) emissions in 2019 and received a fine of over 100 million euros.
The organisation’s profits were cut down to nearly half in 2020 due to the effects of the Covid-19 outbreak, but a bounce-back in premium car sales in China and higher shipping figures in the last three months of 2020 aided the largest automobile manufacturer to recuperate (reuters.com, 2021)
2020 was a turbulent year for VW Group and the automotive industry. A pandemic-driven sales collapse resulted in financial losses in the second quarter, but then the carmaker regained its profitableness in the third quarter based on the rising demand for luxury cars in China, the biggest market globally.
Another countermeasure was taken by VW during the Annual General Meeting, convened virtually in 2020, where the leadership has presented a revised dividend plan. The broad-ranging turbulences in all areas of daily life and business operations generated by the Covid-19 outbreak also affected the VW Group globally. Considering the proportions and range of the effects and the impossibility to accurately approximate future events, the Board has decided to submit to the Annual General Meeting a dividend proposal of EUR 4.80 per ordinary share and EUR 4.86 per preferred share. The Group’s leadership has thereby revised the proposed dividend communicated for the 2019 tax year of EUR 6.50 per ordinary share and EUR 6.56 per preferred share. The remainder of net profits of EUR 855 million were transferred to the accounts of the following year.
Conclusion
Although the effects of the Covid-19 pandemic were significant and the effects highly visible at the level of the VW Group, the world’s No. 1 car manufacturer performed better than forecasted, earning profits of 8.8 billion euros ($10.7 billion) after tax in 2020.
As an overall, the sales figures and incomes of the automotive industry players were higher than those in other sectors, such as travel and flight companies.
The quick rehabilitation of China, VW’s most substantial automobile market, and the strong sales of luxury cars aided the Group improve performance at a fast pace.
The Wolfsburg-based carmaker has also taken significant strategic actions in the course of the year to speed up its adoption of software and digital tech and services. It increased its sales of electric vehicles threefold to 422,000 prior to more stringent EU requirements on carbon dioxide emissions, the main greenhouse gas held responsible for climate change.
The financial performance made public was much better than initially forecasted and proves what the organisation is able of to achieve, particularly during challenging circumstances. Volkswagen Group has carried over the powerful impulse from the considerably better second part of 2019 into the pandemic year, and the strategies designed for cutting down fixed expenses and in procurement have made the organisation more robust in the long term, granting them the capability to overcome the challenges faced during the global Coronavirus outbreak and remain successful.














References
Volkswagen Group’s business substantially impacted by Covid-19 pandemic in first quarter. Available at: https://www.volkswagen-newsroom.com/en/press-releases/volkswagen-groups-business-substantially-impacted-by-covid-19-pandemic-in-first-quarter-5998 
Autovista Group    (2020)    ‘Carmakers     take     action     as     coronavirus  spreads  in  Europe’. Available at: https://autovistagroup.com/news-and-insights/carmakers-take-action-coronavirus-spreads-europe
Mercure, M. (2020) ‘Next Round of        Volkswagen        Settlement        Delayed    Due    to    COVID-19’. Available at: https://ngtnews.com/next-round-of-volkswagen-settlement-delayed-due-to-covid-19
Miller J., Arnold M. & Johnson M. (2020)         ‘European companies face coronavirus hit to supply    chains.’    Available at:        https://www.ft.com/content/67e2d35c-589b-11ea-a528-dd0f971febbc 
Chen X.,  Xi,  Z.,  &  Jing,  P.  (2017).  A unified  framework  for  evaluating  supply    chain    reliability    and    resilience.  IEEE  Transactions  on  Reliability, 66(4)
Volkswagen Group measures reduce the effects of Covid-19 in the first half of the year. Available at: https://www.volkswagenag.com/en/news/2020/07/2020-H1.html 
Volkswagen brand recovers from Covid-19 slump in third quarter and confirms outlook. Available at:
https://www.volkswagenag.com/en/news/2020/10/Marke_Volkswagen_Q3_2020.html
Volkswagen: How the pandemic has changed the auto industry – and made EVs more inevitable. Available at: https://www.automotiveworld.com/news-releases/volkswagen-how-the-pandemic-has-changed-the-auto-industry-and-made-evs-more-inevitable/ 
de Jong-Elsinga, D., & Dijk van, A. (2020). Digital      transformation      after      COVID-19.  Available at:      https://www2.deloitte.com/nl/nl/pages/enterprise-technology-and-performance/articles/digital-transformation-after-covid-19-acceleration-with-control.html
Knolle, K., Carey, N. & Steitz, C. (2021). Turning coronavirus corner, Volkswagen's profit falls less than feared. Available at: https://www.reuters.com/article/us-volkswagen-results-idUSKBN29R13E 

