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[bookmark: _Toc63730422]Executive Summary
The following report is a detailed analysis on the various issues involved in the automobile industry and their methodical analysis. The evaluation provides strategic outcomes of how a company can survive in the present world trade scenario. In this way, companies can stand strong. Evaluation has also been laid on the global GDP in the entire process. A special focus has also been laid on the features of international economy.
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1.0 Introduction
The following report will throw a light on the various factors affecting the trade organizations in an international context. The automaking company of Volkswagen have been taken into consideration. The following report will also consider PESTLE analysis at an international context. Business global environment will be the fundamental focus of the entire report. The features of international economic conditions will also be considered and therefore, a deep insight will be obtained from economic foundations, namely macroeconomic and microeconomic conditions. Different models will be used to put a focus on the economic conditions of the market.
[bookmark: _Toc63730424]2.0 Overview of the organization
Volkswagen is a German automaker that rose rapidly in the 1950s (Ewing, 2017). The company was started in 1937 and it was famous for its low-priced cars also known as people’s car. The company became the largest car manufacturing company in mid-2015 surpassing Toyota Motors which is a competitor to the company. The company is the owner of many other automaker organizations such as Audi, Porsche and more. Volkswagen was one of the largest manufacturing company in the 20th century selling more than 21.5 million cars (Heinrich et al., 2020). Volkswagen is also one of the largest employers in the world. The Volkswagen group operates over 125 plans in 20 European countries and 11 countries in North America. This makes the company, one of the widely expanded companies in the present world trade scenario. 
[bookmark: _Toc63730425]3.0 International environmental analysis
	Factors 
	Discussion
	Impact

	Political Factors
	Political instability in some countries affect the global business scenario. The rise of violence in the world, can restrict the expansibility of a company and this can truly affect the organization. A social market economy with regulations for patents, investment areas for companies, and environment protection doctrines are important aspects of a politically stable system. The present world is now at a politically stable state, so trade companies can expand (Aguilera et al., 2021).
	This affects the company negatively as instability of politics can decrease the profit margin of a company and also, reduce their annual revenue.

	Economic Factors 
	The GDP of the countries play a major role in the development of the global business environment. The global GDP was around 3.2% in 2019 and around 3.5% in 2020 (Maliszewska et al., 2020). The GDP is expected to project a limit by 1.6% due to vaccine delay. During the coronavirus crisis, every country in the world was going through reduction in GDP that affected the trade and commerce of a company. The inflation rates are also an important aspect of developing an affirmative global business environment. The global inflation rate is projected around 2.24%. The global unemployment rate increased by 2.5 million in 2020. 
	The increase in GDP is a favorable factor of the company and this can affirmatively increase their business prospects of the companies. The increase in unemployment rate will help the companies to develop a more positive market characteristic.

	Social Factors
	There is a recent demand for rise in the electric vehicles across continents. Over the last decade, it has been found that Asia-Pacific is more interested in buying electric vehicles than any other continents. It is expected that there will be a rise of demand around 4 million by 2030. Europe is also adopting the boon of electric vehicles. In countries like the UK, the government is encouraging people to buy electric vehicles than ordinary petrol or diesel vehicles by granting them certain privileges which are only limited to electric vehicle owners. In Africa, demand of electric vehicles in comparatively less in number with a forecast of around 6.8% in the period of 2020-2025. However, in America, there is an expected growth of registrations of electric vehicles of around 21.1%. Hence, it is also a step towards creating sustainable environmental measures.
	The trend of electric vehicles is an affirmative factors to the revenue income of the companies. The company can invest wisely to gain effective and high returns at the end of the year.

	Technological Factors
	New technologies like automation and artificial intelligence, along with control of machines with voice, has shaken the world from its core. The AI market is expected to reach as high as US$97.9 billion by the end of 2023 and the AI market grew at around US$ 12.7 billion (Gillespie et al., 2020). The worldwide revenue of the AI markets is quite high and every organizations in today’s world is adopting techniques of automation. Governments across countries are installing charging points for electric vehicles so that the technology can get more scope to develop.
	New technologies are positively affecting the automakers because they are providing more scopes for expanding on technological basis. 

	Legal Factors
	Laws are implemented on a global basis by World Trade Organizations. The employment laws are implemented by organizations. The international labor laws by World Labor Organizations safeguards the rights of labors and workers. Also, different countries across the borders to ensure the fact that all labors and workers are working in safe working conditions.
	This affects the companies negatively as they have to select a minimum wage and also, a high cost for maintaining the workers’ requirements.

	Environmental Factor
	Environment is a very important issue in the present world scenario. Every company is including safeguarding the environment as a part of their Corporate Social Responsibility activities. In this way, companies can building strong brand portfolio. In countries such as the UK, the government is encouraging people to go green by using sustainable methods of living and reducing carbon emissions. The World Trade Organization is asking people to adopt sustainable means of development. 
	This factor is quite favorable for the companies, because in today’s world, every company is adopting sustainable and eco-friendly methods of development.



Porter five forces model are important for gaining insights in the automobile industry globally. It is difficult to new entrants to survive the effects in the automobile industry. The industry is highly const-effective and there are high competitions in the market regarding this fact. Government policies and taxation are also an important factor of forming a barrier to the industry. Hence, it is very difficult for new entrants to exist in this industry. 
The second force involved in the company is the threat to substitutes. Since the existing companies have gained trust of customers, it is quite a threat (Bruijl, 2018). The cost of change in the company is huge and hence, it can be highly cost effective if the companies invest wisely and mitigate the threat. The third force involved in the model is competitive rivalry. There is a high competition in the global markets and the level of rivalry is quite high. The rate of growth in the industry is quite large and the company operates shortage. The fourth step is bargaining power of buyers. It is generally found that customers become loyal to the automobile industry especially, when companies like Volkswagen are taken into consideration. The price sensitivity is quite minimum so that companies can attract customers (Umashankar et al., 2017). The fifth factor in the model is bargaining power of suppliers. The relation of the automobile industry with the suppliers is quite strong and the market is not monopolistic in nature. The sellers have a strong position in the market.  
[bookmark: _Toc63730426]4.0 Reasons for engaging in international trade
International business is dependent a lot of factors and usually companies can gain from these factors. There are seven main factors to the reason why companies engage in international business. The primary reason to why the company, Volkswagen engage in international trade is due to the fact that it can reduce the dependence on local markets. Investments on local markets are a matter of risk and the risks can be reduced if Volkswagen can increase its dependence on international business markets. Home markets can be struggling due to economic pressures and may also result as a lower range of customer base.
If Volkswagen engages itself in international business it has a higher chance of getting a success than just in local markets. Their success quotient can variably increase and they can get higher number of customers, if they effectively invest in the global markets. According to UK trade and investment, abbreviated as UKTI, companies that go global have a success chance of more than 12% than local companies who only engage themselves in local markets (Desmond et al., 2017). In this way, the company, Volkswagen can earn a high revenue percentage. 
The third reason, so as to why companies engage in international business is due to the fact that there is increased productivity of the company. If the company goes global, there are higher chances of recruiting cheap labor. Also, the companies get more options in hand while they are recruiting employees as well as manual labor. It is the duty of the company officials to response to the global unemployment rate, so that they can effectively use the statistics to gain more opportunity aspects on the organizational context. According to UKTI, that is, UK Trade and Investment, the companies who invest in the global areas have increased their productivity by 32% than any other ordinary companies which are only based in local markets. This stand as a firm reason so as to why companies invest in global markets. 
As claimed by De Roest et al. (2018), investment on global markets also contributes effectively due to economic advantage. The global GDP is important for explaining the fact. This basically means that the company, Volkswagen can take advantage of currency fluctuations. However, it is important that the company should take tariff rates in consideration. The company also needs to develop a strong hold on the economic situation. Methodical evaluation of the global market can help in this process. Engaging in international business also helps the company, Volkswagen to use their innovation section effectively. There are higher chances of nurturing innovation and creativity in the companies, if the company invests in global markets. This is also help in increasing productivity of the companies. 
Investment in international markets helps to build a strong brand image and also, an affirmative brand portfolio (Neely, 2020). Brand image and brand portfolio can help a company to develop better I the eyes of the public. In this way, the company can increase their profit margin and also, build a strong revenue. More overseas trade will also help in increased opportunities of the company, Volkswagen. This will also help in the economic development of the company, Volkswagen.
[bookmark: _Toc63730427]5.0 Influence of economic foundations on business structure
Economic market factors can be divided primarily into four categories namely perfect competition, monopolistic competition, oligopoly and monopoly. These four structures have quite an influence on the economy on firms. These divisions are based on the productions in the company. In monopoly, there is only one producer in the company while in oligopoly, a few producers are involved in the international context. In perfect and monopolistic competition, there are many producers in the company. Monopolistic firms sell small quantities at a higher price. In oligopoly, the strategic management is one of the most factors and it is through this strategic management, that a firm can be identified as an oligopoly. The quantity is sold higher in perfect competition. These factors affect the state and condition of the company, Volkswagen.
According to Hanif et al. (2019), there are certain factors that influence long run growth of GDP in an international context. Growth of productivity is one of the main factors involved in long run growth of GDP. Productivity is the ratio of economic outputs to economic inputs. This stands as one of the prime factors involved in the organization. Another important determinant of long run growth in the GDP is the demography of the region that is taken into consideration. Demographic factor affects the GDP as it is on the demography of region that guides the unemployment rate (Lutz et al., 2019). Age structure of a region affects the long growth of GDP. Finally, labor force participation s also a part of long run GDP. In case of short run increase in the GDP, increase in aggregate demand without a corresponding decrease in aggregate supply is the main driver behind short run changes in the GDP. 
Macroeconomic foundation is based on a couple of key concepts namely on the primary level and the other at the aggregate level (Kharazishvili et al., 2020). The primary level of macroeconomics is that individuals are rational and on the aggregate level, it refers to the fact that individuals are rational on the aggregate level. Microeconomic foundations are microeconomic foundations of individual agents, such as business and household. 
[bookmark: _Toc63730428]6.0 Features of international economy
International economy is one of the most important factors in the perspective of the companies who invest at an international level to get profitable returns. These features help the companies to project a higher opportunity development and also, higher revenue income. The primary feature of international economy is immobility of factors. Factors like capital and labor are greater in countries than within a country. These factors are immobile in nature. International capital flows are restricted by several governments. The factors can strongly affect the economic business. This is first and one of the most important factors involved in the international economy.
Another feature of the international economy is heterogeneous markets. Heterogeneous markets refer to the situation where prospect buyers of any products are not found homogeneous, that is needs, habits, choices and more. The loss of homogeneity is an important feature of the international economy. Different national units are another great instinct that is a part of international economy (Nordhaus, 2019). As a part of the international economy, different national units collaboratively involve to create a positive world market economy. Integration of economies is also an important feature involved in the entire scenario. Economic integration refers to arrangement between different regions which includes reduction of trade barriers and coordination of monetary and fiscal policies. There are seven stages of economic integration that is involved in the generation of the international economy.
The international economy is also dominated by developed countries and Multi-national companies (Laurell et al., 2019). The MNCs contribute much to the international economy and aim to achieve more in the international process. Their investments are large and they also expect large returns. These returns help the companies to develop more an also increase their productivity. Science and technology also play a special role in developing the international economy. Modern science has taken almost every field of the world sector (Sharipov, 2020). Every company in today’s world is contributing towards an affirmatively in promoting research, so that companies can use the science and technology in their fields to multiply their profit margin and increase their productivity quotient in the international context. These are the important features of the international economy. 
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The above report throws a light on the factors affecting automobile industry. Porter’s five forces model have been taken into consideration, along with PESTLE analysis. These models have helped to gain an insight on the companies in the automobile industry, especially Volkswagen. The report has also analyzed the different market structures and the producers behind every structure and how each structure is affecting the firm strategy. Concepts of macroeconomics and microeconomics have been taken into consideration and the foundations have been established. The short and long run changes in the GDP have also been considered. 
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