1. [bookmark: _Toc154775185]Introduction
The Volkswagen Group, headquartered in Wolfsburg, Germany, is a leading global automobile manufacturer and Europe's largest in the commercial vehicles sector. Pioneering the shift towards emission-free and autonomous mobility, its “NEW AUTO - Mobility for Generations to Come” initiative aims to transform the company by 2030. With a focus on sustainability, the Group plans to introduce over 30 fully electric vehicles by 2025, enhance battery technology, and embrace autonomous driving. Upholding social responsibility and ethical conduct, Volkswagen prioritises sustainable projects, partnerships, and compliance with regulations, positioning itself as a software-centric force in sustainable mobility. (Volkswagen Group Homepage, 2023)
This report delves into the economic performance and occurring risks from the aspect of Volkswagen Group through SWOT, PESTEL, and financial risk analysis. Moreover, the micro marketing environment can be analysed through the SWOT analysis which may help to spot and avoid both current and potential problems within the enterprise. The PESTEL analysis assists a company in identifying the macro marketing environment that might affect decision-making at the corporate level. Via the STP strategy and Marketing Mix (4Ps model) can also observe the variety of product portfolios from an economical viewpoint. It also studies the management strategies and media selection of the enterprise. Additionally, it accesses Volkswagen’s marketing strategy and puts forward suggestions based on the concluded shortcomings for the following path, which will help it to improve its core competitiveness, and also provide a strong reference for other manufacturing enterprises.
1. [bookmark: _Toc154775186]Main Findings
2.1 [bookmark: _Toc154775187]The Concept and Importance of Marketing
According to L.B. Trustrum (1989), the fundamental principle of the marketing concept revolves around the belief that an organisation can operate optimally by serving the best interests of both its customers and itself. It aims to reach a harmonious balance between meeting the needs of these two parties and ensuring mutual benefit and satisfaction.
Marketing, above all other business functions, focuses on customers. At its core, modern marketing revolves around generating customer value and satisfaction. The most understandable definition might be that marketing involves the management of profitable customer relationships. The dual purpose of marketing is to acquire new customers by committing to superior value and to retain and grow existing customers by delivering satisfaction. (Philip et al., 2015)
Marketing plays a pivotal role in modern business strategies. As Philip and Gary (2016) noted, it serves as the core link between an organization and its customers. Marketing aids in understanding customer needs, preferences, and behaviours, allowing businesses to tailor their products and services accordingly. Additionally, Geoffrey and Paul (2005) emphasised that effective marketing not only enhances sales but also fosters brand loyalty and long-term relationships with customers.
Volkswagen utilizes a range of resources in its marketing approach. These include advertising campaigns, comprehensive market research, brand promotion, social media marketing, and sponsorship initiatives. Additionally, the enterprise leverages its global supply chain and manufacturing network to support both the production and distribution of its products while continually establishing and maintaining diverse sales channels. The integrated application of these strategies aids in elevating brand visibility, meeting consumer demands, and sustaining a competitive edge in a fiercely contested market.
[bookmark: _Toc154775188]2.2 Macro and Micro Marketing Environment 
[bookmark: _Toc154775189]2.2.1 Macro Marketing Environment
PESTEL analysis, originally conceptualised as ETPS by Aguilar and later refined into STEP by the Arnold Brown Institute, evolved into STEPE, incorporating legal dimensions in the 1980s (Richardson, 2006). Widely adopted across various fields (Katko, 2006; Shilei & Yong, 2009), it serves two fundamental functions for companies. Firstly, it defines their operational environment, and secondly, it equips them with predictive insights for future circumstances (Dinçer, 2004). Applied to the Volkswagen Group, a PESTLE analysis, evaluating political, economic, social, technological, legal, and environmental factors, provides invaluable market insights, aiding strategic decision-making (Máté & Péter, 2022).
The political landscape significantly influences global businesses like Volkswagen, particularly concerning its dispersed subsidiaries and manufacturing units. Diverse legal frameworks and taxation systems across these regions wield substantial influence over both business performance and international trade relationships. Unforeseeable political climates and high taxes contribute significantly to substantial financial losses within the company.
Economic fluctuations significantly influence a company’s performance, necessitating strategic measures to mitigate downturns. Volkswagen’s sales and revenue are notably affected by the fluctuating demand for vehicles during periods of economic decline. Global recessions, marked by reduced employment and diminished consumer purchasing power, directly affect the automotive market, resulting in decreased car demand. Remedial actions, including governmental interventions like tax reforms, may be sought by companies that face economic challenges.
In the modern era, social factors play an increasingly vital role in corporate expansion. Consumer behaviour, often influenced by socio-cultural norms and evolving trends, makes adaptive sales strategies within organisations a necessity. Consequently, businesses must align their sales and marketing approaches with specific market nuances and cultural contexts. In addition, it is imperative to upgrade products and change sales strategies to catch up with evolving consumer preferences and market trends.
In the automotive sector, technological advancements significantly sway customer preferences. Volkswagen's investments in the German Research Center for Artificial Intelligence (DFKI) and the Audi Business Innovation Center aim to shape future urban mobility. These initiatives focus on creating environmentally sustainable and secure vehicles. Furthermore, substantial financial commitments enhance cutting-edge technologies in manufacturing and distribution, setting Volkswagen apart from rivals.
Enterprises encounter significant compliance challenges in terms of harsh legal and regulatory frameworks such as labour conflicts, environmental issues, and safety hazards. Volkswagen faced substantial repercussions, including multi-billion-dollar penalties, in the Diesel crisis, where the brand was found employing defeat devices to manipulate emission tests. This event highlights the undeniable significance of legal adherence in the automotive sector and global commerce at large.
In terms of environmental concerns, global pollution regulations have tightened, causing substantial penalties. Volkswagen faced a significant setback in 2015, recalling millions of vehicles due to emissions standard breaches, resulting in considerable financial losses. To rebuild consumer trust, the company is now prioritising the development of hybrid and electric automobiles, notably the highly anticipated I.D., I.D. VIZZION, I.D. CROZZ, and BUZZ models. Increasingly rigorous global emissions and environmental regulations, especially in developed countries, require brands such as Volkswagen to pay more attention to environmentally friendly models. (Bush, 2020)
[bookmark: _Toc154775190]2.2.2 Micro Marketing Environment
The SWOT analysis stands as a pivotal tool for organisations to assess their market position, extensively utilised during periods of uncertainty (Rozmi et al., 2018; Wu, 2020). It comprises four components as follows: strengths encompass the internal facets facilitating organisational goal attainment, while weaknesses are those hindering success from within. Opportunities not only encompass positive environmental factors but also offer chances to bridge gaps and launch new endeavours. Whereas, threats represent potential barriers impeding the achievement of organisational objectives (Aldehayyat & Anchor, 2008; Fleisher & Bensoussan, 2003; Lee & Lin, 2008; Shrestha et al., 2004).
A SWOT analysis identifies key profitable sectors, revealing crucial success factors for a company's competitive advantage, which must be preserved for a sustained leading position.
Strengths: Volkswagen, a global auto leader, provides reliable vehicles for diverse classes. Its shift to electric cars post-emission issues strengthens its market position, leveraging reputation and emphasizing environmental protection through customised driving experiences. 
In addition, Volkswagen's diversified portfolio spans 27 countries, ensuring access without local factories. Innovative shipping and marketing widen product availability. This diversification caters to various consumers and unlocks financial prospects beyond car sales, setting them apart and fostering independent global growth.
Weaknesses: Volkswagen's sales decline is attributed to marketing strategy missteps. Ventures into luxury, like the Phaeton, fell short while economy models faced challenges, allowing French competitors to gain ground in Germany and Europe with newer models. Although still a sales leader, its allure has diminished. Chinese brands like BYD and Geely have gained market share, leaving the company disadvantaged. Its plain appearance contradicts with evolving consumer desires for personalisation, hindering its ability to meet changing preferences.
Opportunities: Cutting-edge sectors like artificial intelligence and emerging technologies presents lucrative prospects for Volkswagen. Its commitment to advancing self-driving systems and AI algorithms aligns with this potential, reinforcing its market position. Employing media and social marketing allows busineses to establish deeper relationships with customers, although it causes high advertising costs that yield substantial annual returns.
Marketing techniques enable companies to reach targeted consumers across various sectors. Volkswagen needs to prioritize sustainability efforts to rebuild consumer trust shattered by past environmental concerns. With the continuous increase of fuel prices and people’s focus on environmental protection, the preference for traditional vehicles of the current market may shift towards electric ones, offering Volkswagen a competitive edge if it invests more in this market segment.
Threats: The automotive industry grapples with increasing regulatory pressures, impacting financial performance via taxes and tariff. Volkswagen endured a substantial setback in cash flow due to the diesel emissions scandal. Global expansion is further complicated by intensified regulatory scrutiny, making competition fiercer among industry rivals. The emergence of smaller, more innovative businesses causes established companies to face threats to their consumer base, which results in price reductions across the industry and less profits for automobile companies. Considering the formidable competition posed by newcomers like Tesla and technology giants such as Google, which is venturing into self-driving car development, Volkswagen faces a significant threat. (Hotten, 2015; Jurevicius, 2021) 
[bookmark: _Toc154775191]2.3 Change Management Strategies
Volkswagen embraces the "NEW AUTO-Mobility for Generations to Come" strategy, shifting towards a software-focused approach for global mobility changes. Restructuring into six units and a China region streamlines operations while empowering brands and enhancing the parts business, which fortifies the Volkswagen Group's position. (Volkswagen Group Strategy, 2023)
The enterprise drives digital initiatives, pushing modularity and digital transformation. Collaborating with Amazon and Siemens, it creates the "Volkswagen Industrial Cloud," a pivotal asset. Its innovative MEB platform, stemming from the MQB, slashes costs and aims to popularize electric vehicles in the mass market.
Strategic focus on key markets like China and India highlights Volkswagen's emphasis on expanding its presence in the Asia-Pacific region. Targeting the Chinese SUV and entry-level markets, the company accelerates investments in new energy and establishes joint ventures. With India poised to become the third-largest auto market, Volkswagen's "India 2.0" initiative vigorously propels local auto business development. (Yulin, 2021)
The company intensifies investments in emerging areas, speeding up electrification and digitalisation. A sound emphasis on electric vehicles drives an accelerated program, bolstering battery capabilities and launching new electric models across brands. Audi leads in automated driving with Level 3 technology in the Audi A8, establishing Volkswagen as a leader. Ventures in shared mobility include investments in Gett, the creation of MOIA, and time-sharing services for electric vehicles, demonstrating its dedication to diverse mobility solutions.
[bookmark: _Toc154775192]2.4 Target Market
Target marketing is also called STP marketing or STP trilogy, that is, market segmentation, choosing target market and market positioning. The sales master, Philip Kotler, believes that the core of contemporary strategic marketing is defined as STP. In the integrated concept of marketing, 4P refers to product, price, place and promotion. The success of Volkswagen is related to its STP strategy and 4P strategy. (Philip et al., 2019) 
[bookmark: _Hlk154772240]Market segmentation involves dividing the diverse customer base to better comprehend their behaviors (Philip & Kelvin, 2015; Christopher & Paul, 2015). Targeting, on the other hand, is the evaluation of each segment's appeal to choose one or more to engage with (Philip & Gary, 2016). The positioning strategy represents a phase aimed at distinguishing the array of products in comparison to competitors' offerings, to meet customer needs and desires (Philip, 1994; Philip & Kelvin, 2015).
[bookmark: _Toc154775193]2.4.1 Market Segmentation
According to geography, Volkswagen has established a control structure covering four regions: Europe/the rest of the world, North America, South America/South Africa and Asia-Pacific. It owns 124 plants in 14 countries and over 50 areas. (Wikipedia, 2023)
According to the economy, the enterprise has set up overseas companies around the world. Volkswagen in Mexico mainly produces models for the North American market, including both expensive models for America and cheaper ones for Latin American countries. 
According to income, the Volkswagen brand group includes a variety of brands, each of which is self-employed and has its own logo. The product range is from ultra-economical compact models to luxury cars. Audi, Volkswagen and Koda align with “high, medium and low” grades for different income levels of the population. 
According to consumer mindsets, Audi is an internationally famous luxury car brand, representing high technology level, superb quality and innovation ability. It meets the elite who pursue taste, and spiritual sublimation and enjoy the symbolism of the brand. According to consumer behaviour, some people think that cars should be cool and dazzling, which reflects that they have a distinctive attitude to life and personality, admiring freedom and excitement. Whereas others prefer the practicality of the car more than the car itself, they focus more on cost-effectiveness, whether the car is solid, durable and safe.
[bookmark: _Toc154775194]2.4.2 Targeting
The Audi, Volkswagen and Koda match a “high, medium and low” mix. In terms of segmented models, Audi Q1 first drew attention to this market segment, and the higher price got a good initial profit. After the market recognition, Volkswagen then launched small cars of the same platform to gain a larger market share, while consolidating consumers’ acceptance of the products in this market segment. Finally, Koda launched a “cheap version” model to further capture the market against the other competitors.
[bookmark: _Toc154775195]2.4.3 Market Positioning
First, positioning by the types of consumers. Different consumer groups have different emphases on car models, some people value cost-effectiveness, and others care about appearance or brand awareness. Especially when it comes to luxury cars, cost-effectiveness is often not the most decisive factor. Their market customer groups include the upper class. Such as Audi's positioning is people of high consumption. 
Second, positioning by competitors. For example, Volkswagen has changed its strategy, which shifted from the Japanese Toyota to South Korea's Hyundai Motor. The reason is that the Korean currency exchange rate brings the export advantage of Hyundai, and the high quality of Hyundai has also gained the respect of Volkswagen.   
Third, positioning by product. “Volkswagen” means “national car” in German, and that’s how Volkswagen positions itself. In World War II, the Beetle became the first national car launched by Volkswagen. After that, Volkswagen launched another national car, the Golf. Today, almost every German family owns a Golf, which has become the king of national cars in Germany and even in Europe.
[bookmark: _Toc154775196]   2.4.4 Marketing Mix (4Ps)
   Product strategy: Volkswagen produces a diverse range of vehicles across different markets, featuring popular models like Polo, Passat, Jetta, Beetle and so on. These models form an integral part of its product strategy within its marketing mix. The company provides various trims and versions tailored to specific regions, offering different features, such as comfort levels, sizes, seating capacities and power options. It also presents a wide array of body styles, including hatchbacks, estates, sedans, coupes, convertibles and so on. Moreover, it offers electric, hybrid, and dual-fuel vehicles. In the pursuit of innovation, Volkswagen has invested substantially, allocating over $80 billion towards the development of electric vehicles.
    Price strategy: As a leading global automaker, Volkswagen delivers approximately 34,500 vehicles daily, catering to varied economies. The company adopts a flexible pricing strategy, offering competitive prices in developing nations and slightly higher prices in markets where its brand has greater recognition and warrants a premium. Volkswagen's pricing structure is supported by its commitment to superior quality. This approach in its marketing mix considers regional nuances, competition, market demand, and the range of amenities offered within each automobile.
    Place strategy: Volkswagen automobiles have widespread global availability, with its global production facilities and assembly line. Recognizing Indonesia's prominence in car and van sales, the enterprise invested $140 million in a new production facility for larger transport vehicles and multi-vans there. In India, it plans to increase localization levels from 70% to 90% by assembling specific export engine modules and local engines. With a robust global distribution network, Volkswagen vehicles are available in company-owned dealerships and showrooms worldwide, displaying a diverse range of vehicle brands.
    Promotion strategy: Volkswagen excels at advertising with robust language. Emphasizing “higher quality” as a universal trait across its vehicles, the company highlights superior features such as high-grade tensile steel, enhanced paint quality and advanced equipment level. In regions like India, the focus on durability, abuse resistance, and longevity has significantly boosted sales. To stay competitive in the digital age, the company has intensified its promotional efforts by leveraging social media platforms like Twitter, Facebook and Instagram. Product differentiation forms a core part of its marketing strategy, frequently emphasizing safety and German engineering. Collaborating with renowned brands globally through sponsored events is another avenue through which Volkswagen boosts its marketing mix. (Team, 2021)
[bookmark: _Toc154775197]    2.5 Selection of Media
    Volkswagen makes full use of social media platforms such as Twitter, Facebook, YouTube and Instagram to launch comprehensive marketing campaigns. On Twitter, the enterprise posts its latest model releases and event announcements, which enables it to actively engage with users. On Facebook, the company shares product introduction videos, and customer testimonials or organise special promotions. In addition, YouTube has become the main channel for posting promotional videos, product demonstrations and brand advertisements, while Instagram shows beautiful pictures, behind-the-scenes footage or product features to appeal to young and trendy audiences. These platforms allow Volkswagen to communicate directly with its users, spreading the brand concept and showcasing product features and values. Users can get the latest news and information about the brand through these social media channels, which further enhances their knowledge and interactive experience of Volkswagen.
[bookmark: _Toc154775198]    2.6 Measuring Success
    According to the data from Financial News of Volkswagen Group’s website (2023) and its Annual Report 2022, the enterprise's sophisticated marketing strategy gained remarkable fruit, yielding substantial dividends and proving to be an unequivocal triumph. Its strategic alignment and agile execution contributed significantly to the company's success, solidifying its position as an industry frontrunner in the automobile industry.
    Measured by group sales revenue, in the third quarter of 2023, sales were up 12% to approximately €78.8 billion. Operating performance was around €4.9 billion. The return on investment is about 6.2%. The measurement of the fair value of hedge tools other than hedge accounting did not have a significant impact on quarterly profit. The performance of the passenger car business was benefited due to the strong increase in sales. 
[image: ]
Figure 1.
Volkswagen Group’s Key Figures
Source: Interim Report from January to September 2023 of Volkswagen Group
In addition, digital transformation is a core strategy of the Volkswagen Group. Measured by the volume of new energy vehicle deliveries in 2022 (China), the Group maintained its leading market position and continued to advance the transition to fully internet-connected electric mobility. The enterprise's new energy vehicle deliveries increased by 37.1% year-on-year to 206,500 units, of which deliveries of pure electric models increased by 68.2% year-on-year. The ID-Family models performed particularly well, with sales more than doubling to 143,100 units compared to 2021. At the same time, it is pushing forward with its electrification strategy, launching new models and investing in charging infrastructure. With the flagship model ID.7, the brand will make it possible to realize the pure electric sedan segment. And Volkswagen is expanding its charging network. The Group's charging joint venture, Kemas, has built more than 1,000 charging stations and a total of more than 9,000 charging terminals. The charging services provided by it have benefited more than 1.2 million new energy vehicle users in more than 140 cities nationwide, with a cumulative charging volume of 113 million kilowatt-hours. (Volkswagen Group China, 2023)
2. [bookmark: _Toc154775199]Conclusion
Volkswagen Group’s robust initiatives toward sustainable mobility and market expansion align with the evolving automotive landscape. Its “NEW AUTO - Mobility for Generations to Come” strategy aims to revolutionize the company by prioritising electric vehicles and embracing technological advancements. 
Assessing the macro environment through PESTEL, the enterprise faces challenges rooted in political uncertainties, economic fluctuations, and stringent environmental regulations, as witnessed in the aftermath of the Diesel crisis. Furthermore, the micro-environmental analysis (SWOT) illuminates the company's strengths in diversification but highlights weaknesses in marketing strategy, particularly in adapting to changing consumer preferences and penetrating new markets.
While Volkswagen excels in technology investment and diversified product portfolios, it faces threats from regulatory pressures, intense competition from newcomers like Tesla, and shifting consumer demands. The brand’s marketing mix and media selection exhibit strength but also underscore the need for agile adaptation to the changing market dynamics and consumer mindsets.
In conclusion, Volkswagen's marketing strategy shows a strong global presence, innovation, and diversified products. However, it needs to refine its strategies to address weaknesses in market penetration, consumer preferences, and regulatory compliance. By utilising its strengths in technological advancements and diverse product portfolios, and aligning these with adaptive marketing strategies, it can mitigate threats and capitalise on emerging opportunities, ensuring sustained growth and market leadership in the evolving automotive landscape.
3. [bookmark: _Toc154775200]Recommendations
First, Volkswagen should adhere to the consumer-centric approach, that is to increase its investment in market research and data analytics. By conducting an in-depth analysis of consumer preferences and behavioural patterns, the company can accurately identify market trends. Tailoring personalised marketing campaigns and product offerings according to the diverse needs of consumer segments will foster a stronger resonance between the brand and its consumers. This data-driven approach will enable Volkswagen to more precisely meet customer demands, thereby enhancing its competitive edge in the automobile market. Moreover, within budget constraints, this strategy can optimise the use of limited resources to yield maximum effect.
Second, the enterprise should adopt agile marketing strategie for swift adaptation to evolving market changes and consumer trends. Embracing iterative methods and promptly response to feedback nurture adaptability, which can make Volkswagen efficiently adjust its marketing initiatives in real time, ensuring alignment with shifting market trends. Implementing shorter campaign cycles, rapid prototyping, and leveraging consumer insights will enable the company to stay ahead in a rapidly changing landscape. This agile framework enables it to remain highly responsive to consumer preferences, all while operating within reasonable budgetary confines.
Third, Volkswagen should enhance its market penetration. To achieve that, the company should tailor marketing to local preferences. This involves designing targeted advertising campaigns, collaborating with influential local figures, and community engagement. By customising its approach, Volkswagen can establish a stronger foothold in diverse regions, effectively resonating with local consumers. Utilising targeted advertisements and partnering with influential figures within these markets will significantly amplify brand visibility and acceptance. Furthermore, fostering community engagement initiatives will reinforce Volkswagen's rapport with the residents, enhancing its prospects for success in new markets.
Fourth, Volkswagen can boost its electric vehicle presence by establishing alliances with tech firms or startups in this sector. These partnerships promise mutual advantages, enabling joint research, raising brand recognition, and broadening market outreach. Collaborating with forward-thinking entities grants gives Volkswagen access to cutting-edge advancements, accelerating its paces in electric vehicle technology. This synergy not only heightens the brand's technological prowess but also amplifies its presence in the rapidly evolving electric vehicle market. Moreover, such alliances underscore Volkswagen's commitment to innovation, enhancing its credibility among consumer.
Fifth, in alignment with strict environmental regulations, Volkswagen should pay more attention to its sustainability in marketing. Emphasising its dedication to eco-friendly practices, especially the transition towards electric vehicles and achieving carbon neutrality, will reinforce the brand's commitment to sustainability. Its marketing initiatives can highlight its initiatives in reducing carbon footprint and advocating for renewable energy adoption. Such a focused marketing strategy positions Volkswagen as a pioneer in sustainable mobility, appealing strongly to the booming segment of environmentally aware consumers.
Sixth, to uphold its competitive edge, Volkswagen should persist in investing in cutting-edge technology and R&D. In this way can highlight these advances in its marketing communications and solidify its position as a brand innovator. By integrating technological breakthroughs into marketing campaigns will increase brand awareness, demonstrate the public's dedication to pioneering progress, and consolidate its position as an innovator in the industry.
Seventh, to enhance market impact, Volkswagen should optimise its media mix by directing resources towards channels resonating best with the target audience. This involves bolstering investments in digital platforms while acknowledging the efficacy of traditional media. This strategy encompasses leveraging social media adverts, precise targeting, and content marketing alongside maintaining exposure on conventional channels like television and newspapers. Flexibly utilising data analytics, regularly assessing channel effectiveness, and adjusting strategies based on feedback ensures precise engagement with the target audience, thereby boosting brand exposure and appeal.
These recommendations aim to improve Volkswagen’s strengths, such as technological innovation and diversified product portfolios, while addressing weaknesses in market penetration, consumer preferences, and regulatory compliance with its budget constraints while ensuring an adaptive and consumer-focused marketing approach.
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