





Business Environment Report
MGT2311

Volkswagen case study 

Module Leader: Bushra Daud Ahmad
Term 1 - Year2022/2023


OVERVIEW 
Located in Wolfsburg, Germany, Volkswagen Group is a multinational automobile manufacturer.  Founded in 1937, and named by the Government of Germany, hence Adolf Hitler, did not start producing car until it was transformed from an armament manufacture in 1945. (Volkswagen, 2016). Volkswagen's association with the UK began in 1952, the year the company sold its first two Beetles. The brand continued to grow after Volkswagen Motors Ltd. was named the official UK importer in 1953. 
Volkswagen sells its automobiles in 153 countries and has 120 production sites spread over 29 nations as of 2020. (Volkswagen, 2016). It employed 672,789 people , and every workday, 41,000 automobiles were produced worldwide (Volkswagen, 2022). Manufacturing operations continue to be centred in Europe, where 71 plants produce vehicles and component parts, including 28 in Germany alone It had a market capitalization of $250 billion sales revenue (Forbes, 2022). The goal is to increase brand recognition and market presence to increase sales and profits. It seeks to attract and keep more consumers, raise sales, and boost profit margins through market research and information from interim and investor reports. To improve its positioning while lowering competition and raising revenue, acquiring new clients, and keeping existing ones would be crucial.
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Bargain power of suppliers; Because the Volkswagen Group's suppliers are dispersed throughout the globe in different countries, their negotiating influence is limited. The code of conduct for VW must also be followed by suppliers and subcontractors. VW is a sizable, financially secure firm with an international supply chain and distribution network. Due to its ease of finding new suppliers, the vendors it uses have little negotiation strength. However, due to the company's necessity for high-quality raw materials and VW's reliance on long-term partnerships with suppliers who can adequately satisfy its aims, the suppliers do have some negotiation power. By doing this, it not only keeps its suppliers up to date but also awards its top employees. Suppliers typically have little negotiation leverage.
Bargain power of customers; For a variety of reasons, customers' negotiating power has expanded in the twenty-first century. Due to the availability of numerous brands, customers have numerous options. The client of the twenty-first century is also an informed customer. He thinks about the product's quality, safety, and cost before [Captivate the reader's interest with a memorable quote from the text, or use this space to highlight an important idea. Simply drag this text box to the desired location on the page. efficiency in terms of both fuel and the environment. Brands are investing in R&D to produce products that surpass consumers' expectations because the premium and lower end segments are both more competitive than they were previously. All these factors have strengthened the customer's power to haggle over price. In addition, the dollar value of each purchase matters and should be taken into account. Total customer power is high. (Pratap, Analysis of Volkswagen's Five Forces, 2021)


Threat of substitute; The threat of competing products is quite significant in the automotive industry due to the high level of brand competition. There are further options outside these brands that can be utilised in place of products made by Volkswagen. Other forms of public transit may be substituted for Volkswagen products. Volkswagen's reputation and financial stability diminish this threat. Customers are more confident in its products since they are stylish and of excellent quality, which also lessens the threat posed by rivals. Overall, there is a moderate threat from alternative items.(Pratap, Five forces analysis of Volkswagen 2021)
Threat of new entrances; In general, there is virtually little danger of new competitors entering the automotive industry. This is as a result of the extremely high entry barriers making it so difficult for any brand to enter the market. The infrastructure, which consists of manufacturing, marketing, supply chains, and distribution, is heavily invested in, but so are the human resources. Additionally, it is difficult for brands to enter the market due to governmental restrictions. New brands entering the market typically represent very little threat.
Industry competitors: In the automotive industry, there is also fierce competition. The root of this is that despite the large number of rival brands, the majority of them provide identical goods with equivalent levels of effectiveness and quality. As a result, many companies spend a lot of money on both marketing and research and development, which enables them to market cutting-edge technology. Overall, the level of competitiveness is fairly high. (Pratap, Five forces analysis of Volkswagen 2021)
PESTEL
We'll examine the political, economic, sociocultural, technological, legal, and environmental issues influencing the automotive industry in this PESTLE analysis.


POLITICAL 
A political factor which influences the automotive industry, is about the safety regulation; Driving a car can be incredibly risky.. As a result, governments all over the world impose stringent safety standards on the automobile sector. This makes it more challenging to start a new company in the automotive industry, assisting established firms in keeping their market share (Bush, 2022). Another factor involve the emission policies, the EU territory must achieve zero emissions by 2050 in order to comply with the 1.5 °C target outlined in the Paris Agreement and prevent irreversible climate change. This challenging objective is supported by the current European Green. Nearly half of all emissions connected to transportation are produced by passenger cars and the automotive sector (Air Quality in Europe, 2022). Thousands of jobs are also directly or indirectly related to the manufacture of autos. 13.8 million individuals in the EU, or 6.1% of the total labour force, are employed in the automobile sector directly or indirectly. Governments are therefore very interested in the emissions data for both new and existing cars in the automobile industry.
ECONOMICS 
Increased financial income,  on a worldwide scale, people are earning more money every year. This suggests that they will have more money to buy pricey items like electronics and, obviously, cars. As a result, it is not surprising that demand for cars is increasing. This is especially true in developing countries, such as numerous African governments, whose recent economic development has just lately allowed lower-income households to purchase their own car. In the end, more cars will be sold due to the increase in demand for automobiles, increasing profits for people employed in the industry.( Bush,  2022 )
SOCIAL
 There is no denying that from a social perspective, driving is getting more and more common. Families all over the world are more likely to have one or more automobiles, and in industrialised countries like the United States, Canada, and a significant section of the European Union, having one or more cars is already the norm. Although the majority of us are capable of getting by on bicycles and buses, we often opt to drive motor vehicles out of habit, which contributes to the problem.
TECHNOLOGICAL/ ENVIRONMENTAL
Technology-wise, the development of autonomous vehicles has challenges in both hardware and software. Hardware restrictions, including those on high-quality video cameras and precise sensors, have already been lifted. However, it appears that the key to developing trustworthy, safe self-driving cars will be developing software that can precisely identify and respond to even the oddest road circumstances. Fortunately, the Volkswagen Group's strong financial position means that the necessary R&D is less of an issue than it is for newly established automakers. Other than the development of autonomous driving technology, the main technological challenges in the automobile industry are the development of more eco-friendly and efficient vehicles. At this time, the green technologies for the automotive industry that have the most promise are electric motors, batteries, and hydrogen fuel cells. The Volkswagen Group has previously shown its ability to create battery-powered electric vehicles with a number of Audi and Porsche models.



LEGAL
Consumer law, often known as consumer protection, was developed to protect consumers' rights in the marketplace and provide them with protection from dishonest businesses and activities. But how does this impact businesses, you might be asking. For instance, large corporations are compelled to devote a significant portion of their resources to disseminating comprehensive information about their products and policies as a result of consumer law. However, some private watchdog organisations only profit from consumer law.
Occupational law Employment law, often known as labour law, establishes standards for how corporations are supposed to treat their employees. Minimum wage rules can limit the kind of jobs that an employer can provide, child labour laws can affect the way small-scale home enterprises operate in third-world countries, and dismissal laws can make it harder to get rid of employees (for any reason, perhaps their lack of productivity).
ANSOFF MATRIX 
The Ansoff matrix is a tactical tool designed to aid and direct corporations in making decisions regarding corporate expansion. The Ansoff matrix presents organisations with four strategic options: market penetration, market development, product development, and diversification. A company or organisation may choose any of these four strategies, or a combination of them, based on a variety of internal and external factors. (Kipley & Lewis, 1970)
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MARKET PENETRATION- 
Due to expanded production capacity, Volkswagen will be able to reach more clients within the same market. Increased manufacturing capacity would boost efficiency and effectiveness, particularly in terms of reducing overhead expenses (Law, 1991). Due to the control of overhead expenses, consumers in the same market would be drawn to competitive pricing., (Financial time automotive world, 1999)
 Volkswagen may research innovative and novel distribution channels. New and better distribution systems and strategies will allow the company to reach previously unreachable customer segments and consumer groups within the same market. (Ansoff, 1957)
Volkswagen may employ competitive pricing and price reductions in order to increase the desirability of its products. Additionally, competitive pricing will increase VW's sales and lead to larger market share. By offering competitive pricing, Volkswagen will be able to increase both its sales and consumption if it can reduce its operational expenses. (Kipley & Lewis, 1970)

MARKET DEVELOPMENT 
Through the introduction of current products in new markets, Volkswagen can accelerate the growth of its business using market development initiatives. With various tactics, the Volkswagen will be able to achieve this. Development and research- Volkswagen needs to spend money on R&D to find potential new markets and customer groups for its goods. The R&D should concentrate on finding and comprehending various market cultures, trends, and consumer behaviours - and how they differ from existing markets' customer behaviour patterns. (Ansoff, 1957) 
Additionally, the Volkswagen can experience commercial growth by becoming global. The business will also need to comprehend any potential cultural variations and adjust its expansion strategy as necessary. In the process of global expansion, cultural variations should be taken into consideration.
Volkswagen could examine new consumer niches within the same market for its products. The company can identify new product characteristics and applications, as well as new consumer segments to target with its current offering. The company will be able to capitalise on new markets and market trends within the same industry in order to grow and flourish. Brand awareness is essential for increasing the company's consumer base and visibility. Volkswagen's enhanced brand recognition has resulted in a rise in brand recall, a vital factor in purchasing decisions.. (Kipley & Lewis, 1970)
PRODUCT DEVELOPMENT 
Product development is the process by which a business seeks to boost its growth in existing markets through the introduction of new products. Volkswagen influences product development in a variety of ways.
Volkswagen may change and enhance its present goods to provide customers with new and enhanced options. This will result in increased sales and consumption of the product. This expands the company's reach and enables Volkswagen to penetrate new market segments. Strategic partnerships provide Volkswagen with access to new processes and product advances with minimal financial investment and thus less risk. Volkswagen must be able to comprehend the new product, its development process, as well as the market's response and acceptance of the product before initiating mass production. This allows Volkswagen to target new customer segments and penetrate new markets and consumer sectors. (Ansoff, 1957)
DIVERSIFICATION
Vertical diversification for Volkswagen means introducing new products under existing product lines in an effort to grow and expand the business. This suggests that Volkswagen's future product innovations and launches will be comparable to existing product groupings and categories and will fit inside them. Horizontal diversification describes Volkswagen's decision to introduce and engage in new product developments and releases that are unrelated to its present products.
However, it is beneficial to discuss new product debuts and developments for items that are visiting goods and have comparable economic conditions. (Ansoff, 1957)
Volkswagen may examine conglomeratic expansion and enter new industries through mergers and acquisitions. In an effort to expand into new areas and consumer groups, Volkswagen can partner with or acquire organisations and businesses that offer products and services that are completely unrelated to its current offerings.
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GLOBALIZATION DRIVER
New sub-global "regional systems" are emerging in tandem with the "globalisation" phenomena of gradually rising flows of products, capital, labour, and information across the planet's receding borders. Such regional clusters, which are also influenced by economic, political, and cultural variables, bind together homogeneous groups of individual nations. (Douglas, 2014)
The best option for a company's strategy development may be impacted by macro pressures of globalisation and regionalization, depending on pertinent variables within the specific industry setting. We investigate the issue of which elements of a company's strategy should be global based on actual data from the global automotive sector.(Yip, 1998)
In the aftermath of powerful globalisation factors, such as growing cross-border commerce and investment and quickly spreading high technology, should businesses adopt internationally integrated strategies. economies of scale on a global basis using standardised products.
Similar to this, Hout et al. (1982) supported global strategies in global industries by emphasising a variety of actions including establishing proactive competitive positions, taking advantage of scale, and managing country operations in an interdependent manner. Hamel and Prahalad (1985) expanded the idea of global strategy by highlighting the significance of a wide product portfolio, global brand distribution, and cross-subsidization (Yip, 1998). The latter feature means that money made in one region of the world could be utilised to compete in a different region.

EVOLUTION AND CONCLUSION
 The Volkswagen group has encountered numerous worldwide problems and dangers in recent years, and it expects there will be more as it recovers from scandals like the emissions affair. In order to rebuild the brand, the company has changed its business strategy and is attempting to deliver value through new channels (Hotten, 2015). New collaborations are also being formed to help with sales and reputation. In order to operate at a profit, they are expanding internationally and changing the core of their business. However, the company faces dangers that go beyond the environmental crisis because of the significant changes in strategy they have made to its business model.
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