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[bookmark: _Toc226462093]EXECUTIVE SUMMARY
This report formulates a strategic formulation plan of Volkswagen AG in the fast-paced global car industry, which is being electrified, digitised, and sustainably influenced. Based on the analysis, it is determined that although Volkswagen is still considered one of the largest automotive manufacturers globally, generating more than 320 billion in revenue by 2025, it has to counter the growing competition posed by companies like Tesla Inc. and the new Chinese electric vehicle manufacturers.
The external analysis reveals an important regulatory pressure caused by the emissions targets of the European Union that leads to the rapid shift to electric vehicles (EVs). At the same time, the competition in the industry is being transformed by technological growth in artificial intelligence and software-defined vehicles. The internal analysis indicates that its main strengths are strong brand equity and global scale whereas weaknesses are software capabilities and complexity of the organisation.
The report is based on these findings and suggests an integrated approach that will be oriented towards accelerating EV adoption, enhancing digital capabilities, and strengthening strategic partnerships in battery and software development. The strategy will be likely to enhance the competitive positioning of Volkswagen, sustainable growth, and creation of long-term value in an ever-growing technology-driven automotive environment.
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[bookmark: _Toc226462094]INTRODUCTION 
Strategic management is the process by which organisations assess their internal resources and the external environment in order to strategies and execute long term strategies that help them gain sustainable competitive advantage. Strategic management is critical in highly dynamic sectors like manufacturing of automobiles because of the fast rate of technological change, regulatory forces, and changing tastes among consumers. It allows companies to adapt to uncertainty; resource allocation involves resource mobilisation and sustainability in the long run.
The role of strategic management is especially clear in the context of the automotive industry of the world, which is experiencing a massive change due to the process of electrification, artificial intelligence, and sustainability. To illustrate the fact, Volkswagen AG has provided almost 983,100 battery-electric vehicles in 2025, which is a 32 percent higher number and indicates a rapid transition to electric mobility. These shifts compel companies to keep on changing their tactics in order to be competitive (Krivevski, 2026).
This report will help analyse the strategic position of Volkswagen based on internal and external analysis and suggest an efficient future strategy. The report is organised in a manner that it encompasses company overview, performance analysis, environmental analysis and strategic recommendations.
[image: VW is said to weigh listing of Porsche sports-car division]
[bookmark: _Toc226458170]Figure 1: Volkswagen
Source - (Bloomberg, 2021)
[bookmark: _Toc226462095]Company Overview / Background
Established in 1937 the Volkswagen AG is a German automaker corporation based in Wolfsburg. A multinational mobility company deals in passenger vehicles, commercial vehicles, financial services, and more and more digitised and electric mobility solutions. The Group achieved approximately 9.0 million vehicles in the market in 2025 and sales revenue of approximately 321.9 billion globally, which proves its status as a global giant in the vehicle manufacturing business (Volkswagen Group, 2025a).
The brand portfolio of the Group is very wide. Its main volume and luxury brands consist of Volkswagen Passenger Cars, Audi, Skoda, SEAT/CUPRA and Volkswagen Commercial Vehicles, and Porsche, Bentley and Lamborghini cater to more up-market markets. This multi branding enables Volkswagen to develop mass, premium and luxury markets using the same corporate system.
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[bookmark: _Toc226458171]Figure 2: Volkswagen Group
Source - (Sabhadiya, 2025)
Volkswagen has been a strong brand in internal combustion engine cars, but its new direction is now moving heavily towards battery electric mobility. It provided four million all-electric vehicles, cumulative 2025, and owned approximately 27% of the European BEV market, which is a significant milestone in its EV transition (Gaton, 2026).
[bookmark: _Toc226458178]Table 1: Snapshot of Volkswagen Group
	Area
	Evidence

	Headquarters
	Wolfsburg, Germany

	2025 vehicle deliveries
	9.0 million

	2025 sales revenue
	€321.9 billion

	Strategic structure
	Multi-brand: volume, premium and luxury

	Product direction
	ICE base with rapid EV expansion



[bookmark: _Toc226462096]Strategic Intent
The strategic intent of Volkswagen is developed based on the idea of being a premier provider of sustainable mobility as opposed to a conventional car manufacturer. Its long-term vision is intertwined with climate protection because the Group declares that it should become net carbon neutral in 2050 and that its operations should be consistent with the Paris Agreement and the 1.5°C pathway. Three related priorities (innovation, electrification and digitalisation) are its mission. This will involve increased battery electric vehicles, enhanced software capacity, and re-organising the business around a cleaner and smarter mobility (Volkswagen Group, 2024).
One of the goals is EV growth. According to Volkswagen, BEVs will take up half of the world sales in 2030. The Group also indicated that it sold approximately 983,000 battery-electric vehicles in 2025, which is evident in its direction towards this goal. Nevertheless, the correspondence to the vision and reality is partial. Strategic direction is high, and the presence of software delays and unstable e-mobility market complicates execution, i.e. implementation is the primary challenge (Volkswagen , 2025a).
[bookmark: _Toc226458179]Table 2: Volkswagen’s Strategic Intent
	Strategic area
	Current intent

	Sustainability
	Net carbon neutrality by 2050

	Electrification
	50% BEV sales by 2030

	Digitalisation
	Stronger software-led mobility systems


[bookmark: _Toc226462097]Current Performance Analysis
The Volkswagen AG still exhibits high performance in terms of scale, but profitability pressures are observed. In 2025, the Group had a total revenue of about 321.9 billion, which proves that it is one of the largest world car manufacturers. Nevertheless, increasing investments in electrification, battery and software development have limited operating margin and a trade-off exists between growth and profitability (Volkswagen , 2026).
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[bookmark: _Toc226458172]Figure 3: Volkswagen Revenue 2025
Source - (Volkswagen , 2025a)
The performance of Volkswagen electric vehicle (EV) has been enhanced. In 2025, the company shipped approximately 850,000-983,000 EVs around the world, which was facilitated by high demand of its ID series. Interestingly, Volkswagen surpassed Tesla Inc. in sales in Europe, topping the sales of EV brands in the market in 2025, with its sales growing by 56% (Reuters , 2026). 
[bookmark: _Toc226458180]Table 3: Volkswagen’s Current Performance Indicators and Market Position
	Indicator
	Volkswagen (2025)
	Insight

	Revenue
	€321.9 billion
	Strong global scale

	EV Deliveries
	~850k–983k
	Rapid regional growth

	EU EV Position
	1st place
	Overtook Tesla



Nonetheless, competition in the world is high. In 2025, BYD Company Limited became the largest EV manufacturer in the world, having sold more than 2.25 million EVs, which is far more than Tesla and conventional manufacturers.
Volkswagen has mostly overcome its sales and brand trust losses during the ‘Dieselgate scandal’ due to its repositioning that is driven by sustainability. Nevertheless, there are still major weaknesses. The slowness in innovation and product rollout is due to software delays in its Cariad division and complexity in the organisation. This poses a distinct execution dilemma, which restricts Volkswagen to compete favourably in a competitive and technology-driven EV market (Hotten, 2015).
[image: Logo of CARIAD, a subsidiary of the Volkswagen Group.]
[bookmark: _Toc226458173]Figure 4: Cariad
Source - (Volkswagen Group, 2025b)
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[bookmark: _Toc226462099]External Environmental Analysis – PESTEL
Regulation, the cost pressure, the transformation of customer values and fast-developing technology influence the external environment of Volkswagen. The European Union is still driving decarbonisation politically. EU regulations are on a course to a zero emission of CO2 by new cars and vans by 2035 with powerful intermediate goals by 2030. This provides a strong market cue to Volkswagen to hasten the investment in the electric cars and to lessen the use of internal combustion engines (Pan et al., 2026).
The economic picture in the world is not that bad, but it is not good. IMF forecasted 3.3% world growth in 2026, but inflation, tariffs and geopolitical tension continue to impact consumer demand, cost of production and supply chain (Statista, 2023). In the case of Volkswagen, it implies spending on EVs and maintaining cost discipline and price pressure in both Europe and China.
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[bookmark: _Toc226458174]Figure 5: World growth
Source - (Statista, 2023)
Buyers are influenced socially in terms of sustainability. Deloitte 2026 automotive consumer study, which is built based on over 28,500 consumers in 27 countries, demonstrates that the interest in EVs, software-controlled vehicles and connected technology is on the rise, but buyers are concerned about the cost and charging. This will not only favour the EV strategy of Volkswagen but will also require value, trust and convenience to be important (Deloitte, 2025).
The technological forces are also powerful. In 2025, IEA predicts that electric cars will be sold in the world market in excess of 20 million, and UNECE is increasing its worldwide efforts in AI and self-driving regulation. VW should thus have greater software, AI and battery power to remain competitive (IEA, 2025).
Climate pressure and Euro 7 regulations (since November 2026) put more compliance pressures on the environment and the law. All these reasons why electrification and cleaner production cannot be an option, but the main focus of the future strategy of Volkswagen.
[bookmark: _Toc226458181]Table 4: PESTEL Factors Affecting Volkswagen’s External Environment
	Factor
	Current issue
	Strategic impact on Volkswagen

	Political
	EU decarbonisation targets
	Faster EV transition

	Economic
	Inflation, tariffs, cost volatility
	Margin and pricing pressure

	Social
	Sustainability-focused consumers
	Higher EV and digital demand

	Technological
	EV, AI, autonomous systems
	Need for software and R&D investment

	Environmental
	Climate pressure
	Cleaner operations and products

	Legal
	Emissions and Euro 7 compliance
	Higher regulatory costs



[bookmark: _Toc226462100]Internal Environmental Analysis
SWOT and VRIO models can be used to critically analyse internal capabilities of Volkswagen AG, which in combination can be used to explain its competitive advantages, weaknesses, and sustainability in the long run.
[bookmark: _Toc226462101]SWOT Analysis
Strengths: Volkswagen enjoys the advantages of a multi brand portfolio (Volkswagen, Audi, Porsche, Škoda) and high global scale, producing around 9.0 million vehicles in 2025. The scale is helpful in promoting cost-effectiveness, well-developed distribution channels, and dominance in the European EV market, where it has an approximate share of 27 percent (Volkswagen , 2026).
Weaknesses: One of its weaknesses is that it has a weak software capability especially in the Cariad division. The continued re-organisation and claimed layoffs reflect inefficiencies, which have slowed the roll out of products and competitiveness in digital mobility.
Opportunities: The EV market offers a lot of opportunities to Volkswagen, and the number of battery-electric vehicles sold in 2025 is approximately 983,000, which represents a high growth. Further incentives and sustainability by government will help to boost electric mobility (Volkswagen , 2025a).
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[bookmark: _Toc226458175]Figure 6: Volkswagen Group delivery statistics
Source - (Volkswagen , 2026)
Threats: The Company competes with Tesla Inc. and BYD Company Limited that enjoy strong competition due to better software integration, accelerated innovation cycle, and cheaper production.
[bookmark: _Toc226462102]VRIO Analysis
Brand Value: The brand portfolio of Volkswagen is valuable, rarely copied, and difficult to replicate, and is well organised, which offers a competitive advantage in the long-term.
Manufacturing Capability: It has a strong yet imitable competitive advantage, which, though not altogether rare, has its global scale of production that is valuable and well organised.
Software Capability and Research and Development: Despite spending a lot of money on R&D, the poor software integration diminishes the success of Volkswagen, leading to a short-term competitive advantage (Sabhadiya, 2025).
[bookmark: _Toc226462103]Strategy Formulation
In order to stay competitive in the fast-changing automotive sector, Volkswagen AG needs to have a coherent and integrative strategic path that directly responds to both its internal weaknesses and external forces.
[bookmark: _Toc226462104]Strategic Issues
Volkswagen has three strategic problems. To begin with, stiff rivalry in the EV market, especially with Tesla Inc. and BYD Company Limited, has diminished its market share in China, where it has fallen behind the local market rivals. Second, software inefficiencies, particularly in its Cariad division, have led to EV delays and reorganisation, including layoffs of almost one-third of the staff. Third, the pressures on the supply chain and costs such as tariffs and geopolitical risks have had a crucial influence on profitability where operating profit reduces to €8.9 billion by 2025 (Volkswagen , 2025b).
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[bookmark: _Toc226458176]Figure 7: Operating profit
Source - (Volkswagen , 2025b)
[bookmark: _Toc226462105]Proposed Strategy 
Integrated EV and Digital Transformation
VW ought to adopt an EV + Digital Strategy. This includes speeding up the manufacturing of EVs with scalable platforms, enhancing software with restructuring Cariad and collaboration (e.g. Rivian) and ensuring battery supply chains with strategic alliances.
[bookmark: _Toc226462106]Justification
This strategy conforms to external and internal analysis. Findings of PESTEL indicate that there is high regulatory and technological pressure to electrify. SWOT also indicates the opportunities of EV growth, and software weaknesses. VRIO validates a position that although the scale of manufacturing used by Volkswagen is robust, the digital capabilities are not a sustained competitive advantage yet. Thus, EV and software strategy integration directly fills these gaps and enhances competitiveness (Murcia, Ferreira and Ferreira, 2022).
[bookmark: _Toc226462107]Implementation Considerations
Its implementation needs a lot of capital, especially in research and development and digital infrastructure. Other risks involve delay in the execution and unpredictable EV demand since the current market trends indicate unstable demand levels. It needs a medium or long-term period (5-10 years) to realise complete transformation and sustainable competitive advantage.
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[bookmark: _Toc226458177]Figure 8: Strategy Formulation for Volkswagen
Source – Self-made


[bookmark: _Toc226462108]CONCLUSION
This report has critically discussed the strategic position of Volkswagen AG in a fast-changing automotive industry. The analysis has revealed that despite Volkswagen having a good global scale, brand value, and manufacturing capacity, the company has major strategic challenges. These are the increasing competition in the EV market by Tesla and BYD Companies, software inefficiencies, and increasing regulatory and environmental pressure. The external analysis revealed that the political, technological and environmental forces are hastening the switching to electrification, but internal analysis revealed that there are gaps in digital capabilities that inhibit the sustainable competitive advantage.
According to these results, it can be suggested that Volkswagen should speed up its combined EV and digital strategy by enhancing software strength, broadening strategic alliances, and enhancing the resilience of the supply chain. The company will need to invest in battery technology and AI-based systems in the future to provide the company with a competitive advantage.
In general, the constant change and strategic alignment is the key to competitiveness of Volkswagen and its sustainable development in the global market which is increasingly getting technologically oriented and environmentally controlled. 
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