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[bookmark: _Toc2102830067]EXECUTIVE SUMMARY
The following document will be critically analyzing the strategic position of Volkswagen Aktiengesellschaft, assessing the economic and competitive environment in which it operates, and it shall develop strategic recommendations within the boundaries of sustainability in the format of a report. 
[bookmark: _Int_cWtipuoM]The vehicle manufacturing industry is highly competitive, thus is of interest to analyze Volkswagens strategic positioning in order to understand how they have achieved their status and how they plan in maintaining it while being affected by macroeconomic factors thought strategic management. 
While Volkswagen does hold a very strong strategic positioning currently, while operating across the world, it does entail diverse issues and unpredictability, especially considering their past scandals which have affected their reputation. 



[bookmark: _Toc446969010][bookmark: _Toc681558717][bookmark: _Toc1617261696][bookmark: _Toc749514566]INTRODUCTION
The vehicle manufacturer market is increasing at an extremely high pace, especially in terms of electric vehicles, where more than 24 new models have been launched in 2024 alone (IEA, 2025). However, the big boys are still running the game; this includes manufacturers such as Toyota, Hyundai, and Nissan. Nevertheless, between these Asian manufacturers, there is a German brand with falls in second place in terms of global market share, which is none other than Volkswagen, with a market share of approximately 9.2% according to Focus2Move (2025). However, due to global economic challenges, Volkswagen has reported expectations of fragmenting their costs by planning to cut over 50,000 jobs in the following 4 years due to macroeconomic factors such as a decrease in sales in China, extremely high tariffs set by governmental bodies in the US and an internal drop of over 50% profit pre-tax in their latest annual report (Cole and O’Carroll, 2026). 
All of this does make one wonder whether their strategic management might need to be reviewed to find possible solutions to these extreme challenges and last resort solutions. For context, strategic management refers to consistent monitoring, planning, and analysis of the requisites of an organization to assist them in gaining advantage in terms of competition and to reach their long-term objectives (Staff, 2025). Thus said, this report will be critically analyzing the strategic position of Volkswagen in the vehicle manufacturing industry, by assessing the economic and competitive environment in which it operates, to aim to develop strategic recommendations within the boundaries of sustainability. 







[bookmark: _Toc192608485][bookmark: _Toc1799794009][bookmark: _Toc1415591934][bookmark: _Toc1714367097]MACROECONOMIC FACTORS
In order to understand Volkswagens' strategic positioning, it is of importance to analyze the macroeconomic factors which are currently affecting them and which they have no control of. Thus, the PESTLE analysis tool will be made use of, which separates these external factors into six categories to aid in the evaluation of market growth and in the strategic decision-making process (Wood, 2024).
From a political perspective, as briefly previously mentioned, Volkswagen is facing extreme increase in tariffs in one of their largest customer-based nations, this being the US, whereby decision of the Trump administration, tariffs have reached an enforcement of between 25% to 27.5% on the importing of vehicles (Dahl, 2026).  Furthermore, as of late, there has been an extreme increase in disputes within the middle east, such as the strain involving Iran, which has created the high possibility of economic downfall in the region and has the potential to affect the future demand and supply chain for Volkswagen (Reuters Staff, 2026). 
Not only are those challenges derived from political figures and decisions, but they also relate to the economic category in the PESTLE framework. However, it does not stall there, Volkswagen needs to take into account the fact that there is a high increase in the Chinese market in terms of competition which is currently affecting their profitability due to electrical vehicle development, which has contributed immensely to the previously mentioned profit collapse by 45% (Rani, 2025).  Furthermore, Volkswagen also needs to create a plan to diversification their acquisitor of raw materials from other suppliers, since also related to China, they’ve got an excessive reliance on them due to the costs being up to 50% cheaper than in their original headquarters in Germany (Financial, 2025) which in the case of increased national costs, it could blow Volkswagens costs and profits to an extreme point, negatively. 
The increase in electrical vehicle development, obviously relates to an increase in demand by customers, which is one of the social aspects that Volkswagen needs to work on, as only in the UK, there have been 29,654 electrical cars sold and registered in the month of January 2026 (Allan, 2025) which demonstrate a clear shift in customer taste and which Volkswagen need to adapt to as soon as possible in order to avoid falling behind the competition. 
From a technological perspective, just as in other industries, the implementation of the use of AI within operations as well as products has shown to be unavoidable in order to keep up with the technological evolution which is being experienced. However, within the vehicle manufacturing industry, there is on specific evolution which Volkswagen must focus on, and that is the development of autonomous driving, where they are in the processes of doing by developing and testing some  Level 4 vehicles in 2026, with the proposition of overtaking the big boss in the game, aka Tesla (Wrede, 2025). 
However, development like those requires lots of legal implications. On the other hand, the development of electrical and autonomous vehicles,  would tackle their biggest legal issues, which entails the pasts vice regarding diesel emissions, which pushed the company to be submitted to strict regulations in order to comply with governmental emission rules, which they tried to cheat by installing in their vehicles defeat devices (Kell, 2022). 
It is evident that this also heavily relates to the environmental factors in the PESTLE framework. This issue has pushed them in developing sustainability goals relating to reducing their carbon footprint, which according to Volkswagen Group (2024) “We aim to achieve net carbon neutrality by 2050. The intermediate target: To reduce the carbon footprint per kilometer traveled during the use phase of our passenger cars and light commercial vehicles by 30% by 2030 (compared to 2018).”  (Volkswagen Group, 2024). 
This reaches a conclusion of how Volkswagen is currently being affected by a variety of external factors which is impacting them extremely and mostly from a financial perspective and which requires them to strategize and plan accordingly in order to also forecast possible disturbances and equip themselves accordingly for these risks as they are very volatile. 






[bookmark: _Toc73074810]INTERNAL ANALYSIS
A company's strategic positioning does not rely solely upon the macroeconomic factors which they are subject to, but also the internal factors which provides them with their personal competitive advantages, and which differentiates them in terms of resources and capabilities, which is an accurate description of what the resource based view (RBV) strategic management framework tackles and addresses (Mazzei, 2024). Within this framework, VRIO is the tool which gives an accurate overview of what exactly provides and organization with their competitive advantage and which aids in decision-making processes for long term sustainability goals (Jurevicius, 2025). 
So, what makes Volkswagen valuable? Apart from their brand reputation and strong market share, the Volkswagen group has gained an increase in value through the acquisition of other vehicle manufacturing groups, such as Porche, Audi, Bently and Lamborghini, which makes Volkswagens net worth to be around $60 billion in the hopes of increasing the value of their internal assets (Macrotrends, 2025). Furthermore, these acquisitions have provided Volkswagen with great diversification, where they have the power and greater potential to provide their customer base with access to a larger variety of commercial, luxury, and regular vehicles. 
[bookmark: _Int_TX8gQ7MT]In terms of rarity, that acquisition of other brands can be said to extend into this section, as there are not many other manufacturers which have managed to have a portfolio of brands which are worldwide known and of such a high quality (VRIO Analysis of Volkswagen, 2025).  However, although Volkswagen holds high value in terms of capital, the vehicle manufacturing industry is very weak when discussing difficulty in imitability, as other companies have got similar resources in order to imitate manufacturing and marketing techniques (ipl.org, 2020). 
[bookmark: _Int_FYjr88GM]Although, from the research carried out, it is clear that Volkswagen does not hesitate to take full advantage of their resources. For instance, it has been reported hefty capital investment towards the development of electrical vehicles with the aim of becoming the leader in the electric mobility industry, which further shows their commitment of maintaining sustainability and evolving it (Jafri, 2025). 
So, it can be concluded that Volkswagen holds a conserved competitive advantage in terms of internal capabilities and resources due to their organizational performance by making use of all their assets and investing in constant innovation which falls in line with their goals of becoming more sustainable. 


[bookmark: _Toc726988167][bookmark: _Toc1515083572][bookmark: _Toc874877679][bookmark: _Toc888687277]STRATEGY FORMULATION & COMPETITIVE POSITIONING 
[bookmark: _Int_AlIf4qpY]It is indeed true that Volkswagen has gained competitive advantage through the acquisition of other brands. However, it is important to also look at how Volkswagen has gained the power to acquire those other brands and how they managed to do it in such a competitive market. Thus, Porter’s Generic Strategies is extremely relevant, as according to Marshaine (2025) “The basic proposal of Porter’s Generic Strategies is that there are three main approaches that organizations can follow when operating in a competitive market.” (Marshaine, 2025) which will also allow to create an understanding of Volkswagen’s current strategic positioning. 
Within the three main approaches, the one that resonates the most with Volkswagens strategy is the differentiation strategy as within it, companies seek to secure themselves through uniqueness (de Bruin, 2021) and which is exactcly what Volkswagen has been offering throughout the decades since their opening in 1937 (History.com Editors, 2009). In this strategy, Volkswagen has gained competitive advantage through the provision of premium quality, attractive designs and reliability, where the aim was to provide the sensation that the purchase was much more affordable than luxury brands but better quality than budget vehicles (SHAMAS, 2026), which could be considered their unique selling point.  However, it has also been discussed how Volkswagen implements the cost focused strategy to stay competitive, as within it, organizations pursue to become the producer with the lowest costs within an industry (University Of Cambridge, 2020), where Volkswagen actually engages in many economies of scale across the world, which has shown to have reduces their productions costs significantly in comparisons to their competition, and which furthermore has allowed them to achieve higher profits (Rudholm, 2006). 
[bookmark: _Int_vq0nFffD]Thus said, it could be concluded that Volkswagen applies a hybrid approach regarding their strategies and which is the reason for how and why they stay at the top in such a competitive market (Eldring, 2008). 



[bookmark: _Toc65476018]SUSTAINABILITY & STRATEGIC RECOMMENDATIONS 
Although Volkswagen holds high value due to their internal assets and capabilities, this does not mend for their past mistakes, which as previously mentioned, relates to the diesel scandal, which even to this day, after over 10 years, they are still suffering the consequences of. The representatives of the group have made previous statements of how they are not criminals (Akbar, 2016). However, although their crime was not considered illegal in Europe, other countries weren’t so lenient which requires them to be extremely transparent with their productions and internal processes in the future.  
So, moving forward from this issue, Volkswagen has tried to amend their scandal by investing heavily in the development of electrical vehicles. Nevertheless, it would be recommended that a strategy is to be incorporated where the process is to be sped up in order to access the market and dominate part of it, in order to obtain some power over pricing, as this will allow them to hold up to their reputation of affordable high quality vehicles in comparison to their competition. 
This not only will strengthen their position in the vehicle manufacturing market, but it will also aid in the development of reaching their sustainable goals much faster and it will rebuild their reputation. 





[bookmark: _Toc1572505383][bookmark: _Toc16788716][bookmark: _Toc729960147][bookmark: _Toc639988649]CONCLUSION
[bookmark: _Int_nYzqU2Jz]To conclude, Volkswagen holds a solid and stable strategic position currently, many external factors which are extremely volatile might affect it in the future, which requires Volkswagen to be reactive and adopt a faster way of adaptation to possible solutions for these factors. Furthermore, Volkswagren also holds a strong competitive advantage due to their brand acquisitions and investment towards electrical vehicles in order to keep up with technological evolution. Volkswagen has also been making amends following their previous scandal in order to become more sustainable and gain their reputation back, but they must not think of it as gaining something in return of their actions but as giving their contribution into an issue that is bigger than money. And finally, they must not forget what brought them to the top in the vehicle manufacturing industry and keep promoting that uniqueness. 
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