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[bookmark: _Toc833][bookmark: _Toc16081][bookmark: _Toc2807][bookmark: _Toc131371347]Executive summary
Volkswagen Group is a global leader in the automobile manufacturing sector and has a presence in countries worldwide. The company has a wide range of products and offers a variety of automobiles, including convertibles and hatchbacks, sports cars, coupes, sedans, and SUVs. Its competitive pricing strategy results in high daily sales of its vehicles and a wide range of showrooms in various locations. The company promotes itself through various digital channels and has a robust online presence. The main marketing channel of Volkswagen in China is 4S stores, which integrate automobile sales, after-sales service, accessories, and information services. The company has a dynamic pricing policy and sets higher prices for its upscale models to maintain its status as a symbol. It also considers the location of its customers when setting prices, charging less in developing countries and more in the industrialized world. The company uses psychological pricing to justify its high rates by making customers feel they receive more significant value.
However, Volkswagen Group has few products in the 120000-190000, and its product line coverage is too narrow. Its output of brand culture and values is not clear and sustainable, and it has not formed consistency from top to bottom and from inside to outside, resulting in vague brand image cognition. Additionally, the traditional models of Volkswagen Group mainly adopt the dealer 4S store model, and its marketing channels and methods are not diversified enough. To improve its marketing strategy, Volkswagen Group should clarify its brand positioning, change its service thinking, and diversify its marketing channels. The company should create intelligent technology products that keep pace with the times and extend the interaction line between enterprises and users by introducing software application stores, such as automatic driving function upgrades and OTA upgrade packages. It should also open up and integrate all channels to create more value-added points for the company.
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1.0. [bookmark: _Toc24575][bookmark: _Toc131371348]Critical assessment
In recent years, Volkswagen Group's independent system has been at a disadvantage regarding product line, sales volume, and profitability. Volkswagen Group, how to make marketing strategies, such as brand positioning, equipment definition, brand building, brand publicity, channel construction, and marketing mix policy, have become essential issues for Volkswagen Group's marketing brand (Allen et al., 2021).
1.1. [bookmark: _Toc131371349][bookmark: _Toc29835]Marketing concept and importance
Philip Kotler formed STP marketing theory through further development and improvement, market segmentation, target market, and market positioning. See Figure 1 for an example (Chris & Gerhard, 2016). Its essential connotation is that an enterprise should prioritize determining its target market based on market segmentation and position its products clearly in the target market. This marketing theory is widely used in the automobile marketing of the Volkswagen Group.


Figure 1  STP Marketing Strategy of Volkswagen Group (Krahnhof et al., 2021)
Volkswagen Group's target market is an accurate matching marketing market precisely selected by the enterprise. The enterprise needs to adjust and allocate the limited resources to the targeted target market to make greater efforts and play a greater role. With the entry of the Internet ecology, the Internet big data is fully integrated, and the data mining market will help enterprises segment the market more accurately (Krahnhof et al., 2021).
In terms of marketing investment, Volkswagen Group is committed to establishing a sound research, production, supply, and marketing system. In July 2020, Volkswagen Group released three platforms of innovative technology brands, "digital, online, and intelligent," covering the whole vehicle's ecological industry chain, such as vehicle research and development, vehicle life, and design, at the Munich Auto Show in Germany (Volkswagen Group, 2022). This deeply reflects Volkswagen Group's new concept of vehicle manufacturing at present and based on the future. It is the technical foundation support for Volkswagen Group's future-oriented layout and the globalization of science and technology. In supplier procurement, Volkswagen Group has more say in the core parts market through resource integration and strategic cooperation agreements with several famous international brand suppliers. In the production link, Volkswagen Group now has five production bases, including the Hebei production base, Tianjin production base, Hubei production base, Shandong production base, and Chongqing production base (Anqing et al., 2020). 
2.0. [bookmark: _Toc17773][bookmark: _Toc131371350]Business Environment of Volkswagen
2.1. [bookmark: _Toc131371351]SWOT Analysis
Strengths
Global Structuring: Volkswagen's global presence is a positive since it allows for streamlined operations and maximizes synergy. In addition to automobiles, it offers various other items, and its processes are consistently efficient (Elson et al., 2019). The company invests much in research and development and tries to reach out to consumers worldwide. Similarly,  the company makes sure Volkswagen is well-established in its own country by providing enough local jobs to keep the entire city busy.
Worldwide Presence: Volkswagen Group exports to 153 different countries across the world. There are 122 factories throughout 20 nations in Europe and 11 in the Americas, Oceania, and Asia. In addition, the VW Group provides a wide range of banking, leasing, and financing options to its dealers and consumers (Economist, 2022). There is little dispute that VW is one of the world's top manufacturers. Its 2018 annual revenue was $278 billion due to the sale of more than 10.9 million automobiles (Statista, 2019).
[image: ]
Figure 2 Automables Companies' sales (Statista, 2019)
Weaknesses
High Competition: Competition is fierce in the luxury automobile market. This is a significant cause of Volkswagen's problems in developing economies. Some up-and-coming manufacturers now provide affordable automobiles with upscale amenities (GlobalData, 2022). Thus, consumers in emerging nations with disposable income to buy Volkswagens are not doing so.
Branding Cost: Promoting some VW Group brands is relatively high. Porsche and Bentley command incredibly high prices to befit their status as luxury automobile manufacturers. Like Maruti and Hyundai, these brands struggle to compete in developing countries (Financial Times, 2015). There is an urgent need for VW to rethink its long-term plans for these brands.
Opportunities
Increment in Purchasing Power: The world's purchasing power is expected to increase dramatically. The middle class can now purchase cars previously beyond their price range. VW may use this advantage by boldly moving into the semi-luxury car market. Most developing countries favor this vehicle category, which means a lot of money for the company (Desk, 2022). Taking control of these untapped markets is crucial to the continued success of the company's flagship product.
Innovative Designs: Technological progress has been tremendous in recent years. VW needs to make the most of its cutting-edge automotive technology. These layouts conserve gasoline and help with a pressing environmental problem; hence VW may expand into new markets by forming strategic partnerships with leading technology companies, including self-driving cars (Lopez & White, 2019). Most luxury automakers are heading in the right direction by integrating cutting-edge technology into their products.
Threats 
Lack of Market Expansion: VW is failing at reaching the millennial and Gen Z markets. Thus, the company persona is regarded as a remnant of the past. VW needs to revamp itself immediately to appeal to a younger demographic. If the company cannot do so, it may be unable to catch up to its rivals.
Environmental Issues: Vehicle manufacturing companies have felt the effects of the present climate crisis. Volkswagen's eco-friendly cars are urgently needed because the auto industry is responsible for a significant portion of pollution (Golinska & Kosacka, 2019). They may use this as a new marketing strategy, mainly because the emission controversy has existed for so long.
2.2. [bookmark: _Toc131371352]PESTEL Analysis
Political Factors
Volkswagen is a worldwide industry leader in the automobile manufacturing sector. As of 2040, the British government will no longer sell diesel or oil-powered vehicles. Another initiative by the UK government is called "Street to Zero." At least half of all new vehicles sold in the United Kingdom must have ultra-low discharges as part of the Road to Zero initiative. It will use either 100 percent, partial, or hybrid propulsion with elective fills. The use of gasoline and diesel-powered vehicles has decreased due to these policies (Asthana & Taylor, 2017); Volkswagen's legislative universe has a new problem: the political tensions surrounding trade between the United States and the European Union. The government of the United States increased the tariff's force. As a result, political forces have assumed a more central role in the business world as a whole in the 21st century.
Economic
Volkswagen, the largest carmaker in the European Union, has encountered financial problems revolving around them due to the disruption caused by Brexit, leading to high inflation and, therefore, a drop desire for new automobiles. The slump has also affected the cash flow of offers on whole businesses since interest has essentially dwindled (Storbeck, 2016). As a result, more participation throughout the corporate sector has led to less effort and better compensation and benefits. This highlights the direct relationship between monetary pressures and the impact of broad commerce, including the automotive industry.
Social
The social forces of the twenty-first century have assumed a crucial role in the progress of all company industrial initiatives. Individuals' changing habits and preferences mirror societal shifts, impacted by customers' demographics and other personal circumstances. Particularly among those aged 20–30, the shared mobility stages of the automotive industry reflect shifting social patterns. The surrounding social environment impacts both advertising and pricing. When mental habits shift, so do approaches to marketing and selling products (Allen et al., 2021). Due to the increased focus on controllability, shared and electric cars have emerged as consumers' top choices.
Technological
Volkswagen has always placed a premium on innovation, and this trend can be seen throughout the company. The specific enhancement of driving automobiles most threatens Volkswagen's innovation. Artificial intelligence, geographical sensors, radar technology, mapping cameras, and massive data analysis are some examples of cutting-edge technologies now being implemented in the automotive sector (Volkswagen Group News, 2022). The emphasis will shift from "portability as a need" to "portability as a help," calling for a shift in urban adaptability that can only be achieved via autonomy from those who drive automobiles.
Legal
Legal matters are complex, and a car manufacturer like VW must address them. Workers, companies, infrastructure, and drivers all face potential dangers. They have already spent a lot of money on the diesel setup. Volkswagen uses thrashing devices to fool the emissions test. Volkswagen's diesel cars were equipped with cutting-edge devices to ensure they passed emissions tests under lab conditions. Still, their emissions levels skyrocketed once they were driven on city streets. Having to repair more than 11 million vehicles using controversial devices also destroyed their reputation (Hotten, 2015). The world's governments are using more strict measures to prevent the violation of international norms.
Environmental
The environmental factors affecting the auto sector are substantial. Globally, stricter contamination rules have made penalties more stringent for businesses that sell products that don't satisfy strict standards. When the company failed to meet the regulations of outflows allocated in the auto industry, it incurred losses in the millions (Barth et al., 2017). VW is actively promoting hybrid and electric vehicles as a consequence of similar
2.3. [bookmark: _Toc131371353]Volkswagen Marketing Mix
The marketing mix encompasses all the methods, procedures, and strategies to advertise a product or service. Product, place, promotion,  and price are the "4 Ps." Volkswagen caters to customers from various socioeconomic backgrounds (Lahtinen et al., 2020).
Product
VW Group offers various vehicles under several distinct brand names to meet the demands of a wide range of consumers. With over 70 models and 12 different brands, it has one of the most extensive product lines in the business. With over 25 million units sold, the Volkswagen Golf is the company's best-selling model. The dealership has a wide variety of vehicles, including convertibles and hatchbacks. Sports cars, coupes, sedans, and SUVs. With petrol, diesel, and blue diesel technologies and five distinct trim levels (Trendline, Comfortline, Highline,  CrossPolo,  and GTI), the VW Polo has been Malaysia's best-selling car for many years (Xaif, 2022).
[image: ]
Figure 3 Volkswagen Products (Xaif, 2022)
Price
Variations in size, engine power, and model provide a broad pricing spectrum for automobiles. The VW brand has something for everyone. Many vehicles are affordable, and the company also offers luxury vehicles. It's in line with the dynamic pricing policy. VW has a competitive pricing strategy that results in high daily sales of its cars. It intentionally sets higher prices for its upscale models to maintain their status as symbols. The corporation also considers the location of its customers when setting prices, charging less in developing countries and more in the industrialized world (Anderson et al., 2022). The corporation uses psychological pricing to justify its high rates by making clients feel they receive greater value.
[image: ]
Figure 4 Volkswagen Pricing Strategy (Anderson et al., 2022)
Place
VW automobiles are produced and transported strategically to ensure timely deliveries. Production and assembly facilities for the firm may be found in countries including Mexico, Germany, the United States,  Indonesia, China, and Malaysia. It has 124 factories in 20 European nations and 11 in the Americas, Asia, and Africa. Volkswagen's primary markets are China and the European Union (Xaif, 2022). With the sales surge, the variety of showrooms has also increased, reaching 28 locations nationwide. The corporation first determines whether areas have an increasing demand for its products to increase profits. The firm's alluring global profile has aided in developing a consistent brand identity across various markets.
Promotion
Volkswagen is a globally recognized company with a solid reputation. The firm's commitment to advertising and promotion on all fronts, or "360," extends to marketing each specific vehicle and the company itself. In addition to its website, the firm promotes itself using a variety of digital channels, including social media platforms like YouTube and Instagram, as well as more traditional types of marketing like posters (Xaif, 2022). The corporation lists all of the automobiles' characteristics and specs to make its commercials more engaging and relevant to buyers. Volkswagen held competitions, promotions, and product releases at mall events and roadshowed all year. In addition, they work with other significant businesses through co-sponsored events worldwide.
[image: ]
Figure 5 Volkswagen Promotion Strategy (Xaif, 2022)



3.0. [bookmark: _Toc9992][bookmark: _Toc131371354]Media Selection
The main marketing channel of Volkswagen in China is 4S stores, which integrate automobile sales, after-sales service, accessories, and information services. The manufacturer selects dealers that meet brand standards to build a sales network in a particular region. Franchised dealers can only operate models of one brand. The investor is generally a third-party investment, and few group centers directly sell models (Mike, 2022). Compared with the automobile sales channel models in other countries, automobile sales and services in the United States are separated, with a high degree of derivative specialization. Exclusive dealers and nonexclusive dealers coexist, mainly for third-party investment, and a small number for direct sales by OEMs, such as Tesla's direct sales model; The 4S store model of the German automobile sales channel is the most common, but it does not force sales services to exist at the same time (Dutta & Dutta, 2019). 
4.0. [bookmark: _Toc3625][bookmark: _Toc131371355]Measuring Success
On the whole, in the face of the intense competition in the market segments, the new network construction, and the higher and more precise consumer demand of users, Volkswagen Group needs to constantly improve the level of marketing network planning and construction, continuously integrate the existing marketing network resources, and improve the service awareness and efficiency of front-line sales personnel (Hassan, 2019). For the strategic evaluation of its impact mode, more diversified factors need to be considered, including but not limited to automobile sales volume, new energy vehicle sales volume, automobile tax quota, annual net profit, carbon reduction of environmental resources, etc. These measurement indicators will also be updated with the continuous rise of online sales channels such as Tmall Auto Supermarket and Home of Automobiles (David, 2021). Evaluating its effectiveness should also be more scientific, involving a more comprehensive range of profit points, Such as derivative business, second-hand cars, auto finance, etc.
5.0. [bookmark: _Toc131371356][bookmark: _Toc25256]Deficiencies
5.1. [bookmark: _Toc131371357][bookmark: _Toc21043]Unclear brand positioning of marketing output
Volkswagen Group has few products in the range of 120000-190000. Its product line coverage is too narrow, so it misses the opportunity to lay out new categories and cannot meet the diversified needs of users (Volkswagen Group, 2021). Rational values such as technology and products have been used as communication information for a long time. The output of brand culture and values is not clear and sustainable, and the user's mental grasp has not been formed. It is 'not easy to develop a resonance with users (Hetzner, 2016). The positioning, communication language, rational value, and technical strategy of the brand have changed several times, which is not sustainable enough in the marketing process, and has not formed consistency from top to bottom and from inside to outside, resulting in vague brand image cognition.
5.2. [bookmark: _Toc131371358][bookmark: _Toc23660]Marketing channels and methods are not diversified enough, and marketing thinking is rigid
The traditional models of Volkswagen Group mainly adopt the dealer 4S store model. For some new energy models, the channel model of Volkswagen Group is mostly: the e-commerce+direct store model (Mahapatra, 2017). It should be emphasized that Volkswagen Group's direct marketing model of simply copying Tesla and others needs to bear more significant risks. Because Tesla's direct marketing model is closely related to its product characteristics. First of all, Tesla models are simple and have few styles.
Regarding the number of models and the complexity of customization, the current models do not put too high demands on users' product awareness (Mike, 2022). Users can quickly get familiar with the models and related configurations; Secondly, Tesla's products are not limited to vehicle sales. At the same time, many value-added software services can bring huge profits through OTA upgrading in the long run. Therefore, the vast consumption of self-invested experience stores and exhibition halls is compensated by selling hardware at lower prices in the short term to reap long-term profits (Rosson, 2017).
6.0. [bookmark: _Toc131371359][bookmark: _Toc4961]Improvement strategies and suggestions
6.1. [bookmark: _Toc131371360][bookmark: _Toc3343]Clarify brand positioning and change service thinking
The traditional models of Volkswagen Group mostly use the marketing mode of 4S shop dealers. Under this mode, it is difficult for consumers to have direct contact with automobile manufacturers, and generally, after buying a car, the relationship with the brand is no longer close. Tesla, born in the era of the Hehe Internet, has not been limited by the traditional marketing methods of automobile enterprises and has directly built a communication bridge with customers through direct stores+online ordering. Secondly, intelligent products make cars no longer just a means of transportation (ETBrandEquity, 2023). From the perspective of products, Volkswagen Group can overturn tradition, create intelligent technology products that keep pace with the times, and extend the interaction line between enterprises and users. In addition to the hardware functions of the vehicle itself, Volkswagen Group should also introduce software application stores, including automatic driving function upgrades, OTA upgrade packages, and other advanced Internet of Vehicles services (Schulz & Arnegger, 2021). 
6.2. [bookmark: _Toc131371361][bookmark: _Toc9744]More diversified marketing channels
Nowadays, the importance of online channels in the era is growing. According to the enormous calculation, Bain Company and other research reports, consumers have gradually preferred to complete online car booking and purchase. This shows that opening online and offline processes in the future is an opportunity and challenge that all car enterprises cannot avoid. Opening up and integrating all channels have also created more value-added points for enterprises (Tu, 2017). For example, NIOLife, which thrives under the user operating system of Weilai Automobile, has marketing products closely related to automobiles and a series of e-commerce products around the value concept proposed by Weilai. 
7.0. [bookmark: _Toc25567][bookmark: _Toc131371362]Conclusion
In conclusion, Volkswagen Group is a global leader in the automobile manufacturing sector and has encountered financial problems revolving around them due to the disruption caused by Brexit, leading to high inflation and a drop in the desire for new automobiles. Volkswagen Group needs to prioritize determining its target market based on market segmentation and position its products clearly in the target market. It has 124 factories in 20 European nations and 11 in the Americas, Asia, and Africa, so the company must deliver its products to ensure timely deliveries strategically. Regarding marketing, Volkswagen caters to customers from various socioeconomic backgrounds with over 70 models and 12 different brands and has a competitive pricing strategy. The company promotes itself using a variety of digital channels, including social media platforms like YouTube and Instagram, as well as more traditional types of marketing like posters. 
Volkswagen Group must clarify its brand positioning, change its service thinking, and introduce more diversified marketing channels to improve its marketing strategies. It can overturn the tradition and create intelligent technology products that keep pace with the times, and extend the interaction line between enterprises and users. Furthermore, the company must open up and integrate all channels and introduce software application stores, including automatic driving function upgrades, OTA upgrade packages, and other advanced Internet of Vehicles services. By doing so, Volkswagen Group can ensure that it can remain relevant and thrive in the current market.
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