


[bookmark: _Toc225422481]Executive summary
Volkswagen is one of the biggest automotive manufacturers globally, they operate in over 150 countries with adverse portfolio of brands which include Audi, Porsche, Skoda auto and SEAT. This report critically evaluates Volkswagen’s strategic position within an automotive industry which is going under significant transformation which is driven by environmental regulation, technological innovation and shifting consumer preferences towards sustainable mobility.
The analysis uses tools like PESTLE and Porter's five forces to assess the external environment, which highlights the impact of stricter emission laws, economic pressures like supply chain disruptions an increasing competition from both traditional manufacturers and knew entrants like Tesla. Using the resource-based view (RBV and value chain analysis shows that Volkswagen benefits from strong brand recognition, large scale manufacturing capabilities, and substantial financial resources. However, the company continues to face reputational challenges after the Volkswagen emissions scandal, long side pressures to accelerate innovation in electric vehicle technology.
The report concludes that while Volkswagen is well positioned to compete globally is long term success is dependent on strengthening sustainability initiatives enhancing technological capabilities on improving corporate governance. Strategic recommendations look at expanding electric vehicle production, investing in digital innovation, and rebuilding stakeholder trust to ensure sustainable competitive advantage in a rapidly changing industry.
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Volkswagen is amongst some of the biggest automobile manufacturers in the world, Volkswagen was founded in Wolfsburg, Germany in 1937, the company has become a global automotive group that own many other well-known automobile manufacturers that includes Audi, Porsche, Skoda, and SEAT. Volkswagen are currently operating in over 150 countries and manufactures millions of vehicles yearly; these factors are what makes them a massive figure in the global automotive market.
At the current moment Dieckmann (2023) states that the automotive industry is going through a massive strategic transformation because of environmental regulations, technological advancements, and changes in consumer behaviour. Governments around the world are applying harsher emission regulation and are pushing organisations to produce electric vehicles to fight against climate change. These changes have created a need for quick transition from traditional petrol/diesel cars to electric vehicles.
Volkswagen need strategic analysis after the ambitious transformation strategy following the Volkswagen diesel gate scandal in 2015. According to (Freppert et al, 2024) Volkswagen have since then largely invested in developing electric vehicles and becoming more sustainable. Despite This Volkswagen have continued to face many strategic challenges which would include supply chain disruptions, technological innovation pressures, intense competition and changing global economic conditions. The organisation needs to analyse the external environment on the internal resources to develop a strategy that can guarantee long term competitiveness with sustainable growth.

[bookmark: _Toc225422483]2. External Analysis
To analyse the external environment of the automotive industry we can use PESTLE analysis, It is recommended by (Sun et al, 2024) to use PESTLE because it analyses the political, economic, social, technological, environmental and legal factors that influence business strategy which can help Volkswagen develop their business strategy. 
[bookmark: _Toc225422484]Political
Politics have a massive impact in how the automotive industry Is shaped since the governments regulate vehicle emissions, safety standards, and fuel efficiency. With the increase in the pressure from politics for automotive organisations to address climate change Sangines, Simonazzi and Russo (2022) says it has led so many governments introducing policies that encourage these organisations to adopt the manufacturing of electrical vehicles while gradually phasing out production of petrol and diesel vehicles. These changes in regulation require automotive manufacturers like Volkswagen to heavily invest in sustainable technologies and change that production strategies,
[bookmark: _Toc225422485]Economic
Economics also plays a crucial role in the automotive industry because Vehicles represent high value consumer purchases that get influenced by economic cycles. The rise of interest rates, economic downturns and inflation can reduce consumer spending on new vehicles while there being increasing production costs cause of fluctuations in global supply chains. (Sin et al, 2024) The shortage of semiconductors recently has seen the industry experience disruptions as well as the rising costs of raw materials required for electric vehicle batteries which includes lithium and cobalt.
[bookmark: _Toc225422486]Social
Consumer preferences within the automotive market are increasingly being shaped by social factors. According to Xi, Wu and Zhang (2022) The growing awareness of environmental issues has made consumers prioritise purchasing sustainable transport station options. This has caused a shift in demand for both electrical and hybrid over petrol and diesel vehicles and has placed pressure on traditional automotive manufacturers to be more environmentally responsible. This has resulted organisations incorporating sustainability in both their product development process and the marketing strategies.
[bookmark: _Toc225422487]Technological
The innovation in technology is one of the most key factors on why the automotive industry is transforming. The advancements in electric vehicle technology, digital connectivity and autonomous driving systems changing the competitive landscape (Sebo, 2024). Organisations like Tesla who are technology focused have disrupted the traditional automotive sector by putting a focus software integration and battery innovation. Established manufacturers like Volkswagen now I need to heavily invest in development of research to effectively compete.
[bookmark: _Toc225422488]Legal 
Legal factors can have a detrimental impact on organisations because if they do not comply with international laws then they can be punished financially and reputationally. Kanike (2023) states that organisations in the automotive industry must comply with a huge amount of international laws that have to do with safety standards, labour practises, consumer protection, and emissions testing. The Dieselgate scandal is a good example of how not complying with legal law can severely impact an organisation, Volkswagen were both punished financially and had their reputation stained. According to Revolidis (2023) legal laws have evolved, and organisations must be aware of data protection law especially in relation to connected and autonomous vehicles which has create new challenges for automotive manufacturers. As governments introduce stricter compliance requirements and tighten down on environmental laws legal factors must remain a key factor during the strategic decision-making process within the automotive industry.
[bookmark: _Toc225422489]Environmental
Environmental factors can also be linked to both political and social pressures. Singh, Hamid, and Garza-Reyes (2023, pp.787-802) states that expectations for automotive companies to reduce carbon emissions throughout the production process and supply chains has increased. Environmental responsibility is important if Volkswagen wants to rebuild the trust with the public following the emissions scandal.
[bookmark: _Toc225422490]Porters Five Forces
Porters fight forces is said by Dias, Espadinha-Cruz and Matos (2023) to be a tool that can be used to analyse the competitive dynamics of the automotive industry. Global manufacturers such as Toyota and Ford Motor Company are competitors that Have a fierce rivalry with Volkswagen in the automotive industry. The supplier Power is moderate to high as manufacturers are dependent on specialised suppliers to get key components like batteries and semiconductors. Consumers can now easily compare vehicle models and prices online and is why buyer power is significant in the automotive industry. High capital requirements make barriers to entry high, the introduction of new electrical vehicles entering the market has put pressure on already established organisations.

[bookmark: _Toc225422491]3. Internal Analysis
Resource based view (RBV) is a tool that can be used to analyse the internal strategic capabilities of Volkswagen, (Chaudhuri, Subramanian, and Dora, 2022) RBV allows organisations to achieve sustainable competitive advantage using resources and capabilities that are valuable, rare, effectively organised, and difficult to imitate. Volkswagens strong position within the global automotive industry is achieved using the several internal resources that they possess.
Volkswagen's extensive brand portfolio is one of their most significant strengths. Ihemereze et al (2023) states that extensive brand portfolio allows organisations to stand out from competitors by having diverse options. The organisation can serve a wide range of market segments through having such brands like Audi, Porsche, SEAT and Skoda auto. This allows Volkswagen to target distinct groups of consumers while still maintaining a strong brand identity across the group. The premium brands focus on performance and luxury while the other brands offer more affordable vehicles for mass market consumers.
Volkswagen’s large-scale global manufacturing network is another important internal capability that can be used. The organisation has multiple production facilities around the world that produces millions of vehicles each year. (Rapson and Muehlegger, 2023) Having a massive scale of production breaks significant economies of scale, this allows organisations to invest heavily in research and development by reducing manufacturing costs. Volkswagen's financial resources allow it to fund long term technological innovations specially in EV development.
However, even with these strengths, Volkswagen as faced internal challenges that have affected its strategic position. The Volkswagen emissions scandal showed weaknesses in corporate governance and organisational culture. The result of the scandal was damaged consumer trust in the brand and significant legal penalties. Even though the company applied reforms and increase the transparency, they are still trying to rebuild that reputation.
Value chain analysis can be used to get more insight on Volkswagen’s operational efficiency. The organisations inbound logistics include sourcing complex components and raw materials from global suppliers. As stated by (Dharmayanti et al, 2023, p.100119) to ensure having consistent production and controlling costs organisations must have effective supply chain management. Volkswagen's advanced engineering capabilities and highly automated production facilities represent a core strength in the organisation manufacturing operations.
In terms of outbound logistics Volkswagen distribute vehicles through global network of dealerships and logistics partners. A crucial factor for Volkswagen to maintain their brand recognition and attract consumers in highly competitive markets is through marketing and sales. They can further strengthen customer relationships and long-term brand loyalty through after sales services like financing, warranty programmes, and maintenance. Bing et al (2024) explains that brand loyalty is crucial in keeping customer relationships and attracting customers in highly competitive markets.
Puyt, Lie and Madsen, (2025) states that SWOT analysis can be used to illustrate the relationship between internal capabilities and external conditions. Strength up Volkswagen possess is strong brand recognition, global production capabilities, and significant investment in EV’s. On the other hand, the organisation weaknesses consist of reputational damage from past incidences and the difficulty of managing a large multinational organisation. The current growing demand for electrical vehicles and sustainable transportation solutions presents opportunities for Volkswagen. However, Volkswagen to face threats which include regulatory pressure, increasing competition and supply chain disruptions that may affect production and profitability.

[bookmark: _Toc225422492]4. Strategy Formulation and Competitive Positioning
Volkswagen's competitive position in the automotive industry illustrates a combination of differentiation and cost competitiveness. The organisations diverse brand portfolio allows the company to offer vehicles across multiple price points while still maintaining distinct brand identities. Brands like Porsche and Audi, emphasise luxury, performance, and advanced technology While the Volkswagen brand is more focused on affordability and reliability for mass market consumers. Mihalachel (2025) explains how these factors allow the organisation to compete effectively with other global automotive manufacturers.
Kamran (2025) looks at Ansoff's matrix as a valuable tool to understand Volkswagen’s growth strategy. Volkswagen can use Market penetration strategies like improved marketing campaigns and competitive pricing to increase the sales of existing vehicle models in established markets. For product development Volkswagen are looking are introducing new electric vehicles and integrating advanced digital features such as connectivity and autonomous driving technology. The organisation looks at expanding sales into emerging markets where demand for affordable vehicles and sustainable transportation is increasing for their market development strategy.

[bookmark: _Toc225422493]5. Sustainability and Strategic Recommendations
a key factor in Volkswagen’s strategy is sustainability as the organisation looks to align its operation with global environmental objectives. The organisation is significantly expanding its electric vehicle production and are committed to reducing carbon emissions in their manufacturing process and supply chains. These plans show Volkswagens attempt to rebuild credibility following the emissions scandal by prioritising environmental responsibility. 
Another Important opportunity for Volkswagens strategic growth is international expansion. New markets are adopting environmental policies that encourage the transition towards electric vehicles. In their Article (Wang, 2024) states that basing production facilities and creating strategic partnerships in these countries, Volkswagen can strengthen its global presence while transitioning to sustainable transportation.
If Volkswagen look to strengthen stakeholder trust they need to improve corporate governance and transparency. If Volkswagen want to reinforce their reputation as responsible global manufacturer, they need to demonstrate ethical leadership and environmental responsibility to rebuild public confidence. (de Oliveira Lima et al, 2024) explains how the organisation can enhance its competitive advantage while contributing to global environmental objectives by integrating sustainability into all aspects of its business operations. 
[bookmark: _Toc225422494]6. Conclusion
This report looked at the strategic position of Volkswagen in the global automotive industry by analysing both the external environment and the organisation internal resources. The analysis shows that the automotive sector is going through a period of significant change that is driven by technological innovation, environmental regulation and changing consumer expectations.
using tools like PESTLE and Porter’s five forces we can see the importance of sustainability policies, technological advancement, and intense competition between global automotive manufacturers. Internal analysis shows that Volkswagen possess strong strategic resources like a diverse brand portfolio, extensive manufacturing capabilities, and substantial financial strength.
However, Volkswagen must continue to adapt to challenges like electrification, sustainability on digital transformation. The reputational impact of the Volkswagen emissions scandal also demonstrates the importance of strong corporate governance and ethical decision making in modern business environments.
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