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[bookmark: _Toc133621371]Introduction
Each business organisation undertakes commercial activities by producing goods or services and selling them to the customers to meet the customers’ needs to make a profit. Several internal and external factors put an impact on the organisation. According to Ansoff et al. (2018), the success and profitability of an organisation depend much on how well the organisation manages these factors for their benefit. For this, it is important to analyse each of these factors. Each business organisation belongs to an industry so any organisation must make strategies that give the company a competitive advantage over other organisations. Volkswagen is a multinational business organisation that makes cars and belongs to the automobile industry.



[bookmark: _Toc133621372]Company Overview
Volkswagen is an automobile manufacturing company that leads the automobile industry worldwide. Volkswagen Group also known as Volkswagen AG is founded by the German government in 1937. The headquarters of the company is in Wolfsburg, Germany. Firstly, the company produced passenger cars and at the time of World War, it began to produce military vehicles (Bai, 2021). After World War 2, the company started its regular production. The brand mantra for this company is "people's car". The company believes in mass production at low prices. 
Now Volkswagen AG operates its business worldwide. The company installed nearly 100 manufacturing and integrating workshops in 27 countries. The company's product line includes automobiles, commercial vehicles, motorbikes, car engines and materials, internal combustion engines etc (Benzaghta et al., 2021). The company has some worldwide popular brands such as Audi, Lamborghini, Scout, Seat, Cupra, Volkswagen car etc. About 667,647 employees are engaged in Volkswagen's production and distribution department. The revenue is €250, 200 billion in 2021. As well as Volkswagen plays a key role in society as corporate social responsibility. Also, the group is hugely involved in sports sponsorship. The ultimate goal of Volkswagen Group is to be a market leader by providing customer-driven automobile products and services.
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Key Business Strategy Analysis of Volkswagen
[bookmark: _Toc133621374]External Environment Analysis
The external environment works with several external factors that influence business activities from outside. The main purpose of external environment analysis is to evaluate potential opportunities that are needed to adapt to current changes and ensure the capabilities of current products fit the needs of customers. Businesses consider several elements at the time of conducting an external analysis (Cardeal & Antonio, 2012). Market demographics and potential, economic trends, competitors, supply chain management, government rules and regulations, and industrial revolution are the main issues of external environment analysis. 
Business management uses a PESTLE analysis approach to study key external factors (political, environmental, social, technological, legal and economic). This approach mainly focuses on the organisation's operational scenario that leads management to design strategy as well as a decision-making process (David, 2011). This part of the report shows the pestle analysis model and how those factors create an impact on strategic decision-making and recommendations for the company to adapt to the change. 
Political factors 
Political factors include government rules and regulations, the industrial revolution, trade policy, Internal political issues, foreign exchange rate, foreign trade policy etc. Businesses must consider the following for operating their business. Political parties or local governments impose those regulations for controlling business activities for the betterment of the local economy (de Sousa & Castañeda-Ayarza, 2021). Volkswagen operates its business in about 150 countries. The company paid more than €30bn for fines, compensation, civil settlement and buyback schemes. Those political issues need to be considered at the time of further operation. 
Economic factors 
Economic factors create a huge impact on business performance. Economic factors include current and future economic trends, employment rate, income and expenditure, inflexion, interest rate, job growth and such. Customers' disposal income and expenditure sometime determine the demand for any business offers. Freeman & McVea (2015) stated that the impact of globalisation, as well as customer preferences, changes the economic environment. Volkswagen spread its manufacturing units to 27 countries. Different types of economic conditions have to be considered at the time of planning this operation. 
Social factors 
Social factors are another important issue that impacts business performance from the outside. Demographic factors like age, customer Attention, attitude and performance, gender, family size, and religion are mainly considered here. Fuertes et al. (2020) mentioned that buying patterns of customers, population growth, sociocultural changes, and living standards also impact business performance as external factors. The company segmented its total market according to social structure, particular customer attitude as well as income level. 
Technological factors 
Technological factors are the primary concern for modern business. Technological advancement makes business operations easier than traditional business operations. Advanced ways of production, a smart distribution channel and a new way of communicating with target customers are the main resources of technological factors (Ginter & Duncan, 2019). Volkswagen Group adopts new changes to capture potential benefits. New technology for electric car production and developing smart supply chain management reinforces the entire operation. 
Environmental factors 
Environmental factors are considered the uncontrollable factors of the business. Environmental factors include water pollution, air pollution, soil pollution, carbon footprint, less agricultural production, environmental uncertainty etc. These factors mainly affect raw materials production and supply. Ethically doing business, considering the environmental standard also includes here (Mišanková & Kočišová, 2014). Volkswagen needs to consider those environmental factors. The use of a defeat device meant that as conforming to EU pollution standards. It also causes respiratory diseases and premature death. 
Legal factors 
Legal factors of external environment analysis are maintaining business law, health and safety standards, product quality, customer rights, product safety etc. Businesses should obey legal standards to play social responsibility. According to Sergio & Rylova (2018), it influences business operations and enhances business goodwill. Volkswagen is to pay € 193m after settling a High Court claim over the installation of emissions-cheating devices in its vehicles. It needs to be considered properly next time.
[bookmark: _Toc133621375]Internal Environment Analysis
SWOT analysis is conducted to analyse the conditions of the internal factors of a company. Here is a SWOT analysis of Volkswagen company-
Strength
Volkswagen has excellent brand recognition. It is known for making high-quality automobiles for a long time. It has a presence all over the world. There are currently 153 countries where Volkswagen is doing business. Volkswagen got a big number of partners. These partners are helping the company in maintaining a strong supply chain, research and development and business management. Such solid collaboration is allowing the company to have great competencies (Toledo, 2012). The financial performance of the company puts it at the top of the automobile industry. It is performing strongly financially continuously. Volkswagen uses advanced technology in its electric and hybrid cars. As there is a big demand for electric and hybrid cars in the market now, this is working as a strength for the company.
Weakness
Volkswagen involved itself in an emission scandal in 2015 which tainted its reputation. The company does not have a strong marketing strategy outside Europe. It is dependent on its European market. It also does not have an expected market sharing USA. Its labor cost is higher than many other companies which lowers its profit. It is not performing greatly in the budget car segment (Wilhelm, 2017). As a big portion of the total market belongs to this segment Volkswagen is missing its profit here. Also, the company is not doing well enough in designing its vehicles innovatively.
Opportunities
Volkswagen can diversify its portfolio by making simple, middle-range and budget-friendly cars. Also, launching a ride-sharing service will result in huge profits. As the number of eco-conscious customers is on the rise it can bring eco-friendly cars to the market. Cars that emit little carbon or electric vehicles will attract these customers. It can grab the opportunity of expanding to emerging markets (Yüksel, 2012). As new automobile markets are emerging in Central Asia, Southeast Asia and Latin America a good move for the company will be entering these markets. As so many companies are working on autonomous cars that can self-drive, Volkswagen can also prepare itself by working on this technology to stay strong in the market.
Threats
Competition in the global automobile market is getting intense. So there is a constant threat of reduction in market share. The global economy currently is going through a recession. So it can cause a reduction in sales. The cost of fuel is increasing. It can demotivate people to buy new cars (Ansoff et al., 2018). Other companies in the industry are introducing innovative designs and technology in their cars. So customers may get attracted to other companies.
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VRIO analysis is a tool that is used for assessing and evaluating the resources and capabilities of a company to determine its competitive advantage, competitiveness and values. Here is a VRIO analysis of Volkswagen company-
Values
Volkswagen has gained a strong brand value by offering high-quality cars constantly. It has a stronghold in the international automobile market. It is selling cars in more than a hundred countries and has over a hundred factories in numerous countries. The workforce of the company is highly skilled and trained (Bai, 2021). The portfolio of the company is impressive. It has so many popular and famous car brands under its portfolio. The reliable supply chain of the company makes it a valuable company.
Rarity
Volkswagen has some rare capabilities. Its strong financial position is rare among the other companies in the industry. Some high technologies that the company has are also rare (Benzaghta et al., 2021). The ‘modular transverse toolkit’ allows the company to make various models of cars using the same architecture. The company is known for making high-performing diesel engines.

Imitability
The wide presence of Volkswagen is difficult for other companies in the industry. The highly skilled and huge workforce of the company is hard to imitate. Also, not too many companies have these many production factories for their cars. Volkswagen's portfolio is one of the richest in the world with so many famous car brands (Sergio & Rylova, 2018). It is the manufacturer of so many world-famous supercars. The supply chain of the company is strong and widespread. The collaboration with high-quality and reliable suppliers is the reason behind its exclusive competencies. A reliable supply chain helps the company to form a long-term strategy.
Organisation
Volkswagen has an excellent management team that enables the company to have a strong position as an organisation. The continuous financial success puts the company among the top performers in the automobile industry and makes it an ln industry leader. Its huge investment in the research and development sector keeps it ahead in innovation. This is the reason it manufactured so many world-famous cars and the companies under its portfolio maintained their performance and fame (Toledo, 2012). A smooth distribution network of the company is the reason why it is successful in doing business worldwide and managed to maintain its quality. The corporate leadership of the company provided its strategic vision to have a strong position in the market. The innovation and knowledge of demand enabled the company to keep up with the market and customers’ demands.
[bookmark: _Toc133621378]Competitive Capability Analysis
In general, the primary purpose of any business organisation is to earn revenue and achieve sustainable business performance. Businesses develop customers' problem-solving market offerings in the form of products or services. Through the product or service, businesses create value for the customers and capture the value in return. Sometimes similar types of businesses offer similar benefits to the market, and they are called competitors. Business competition can be a direct and indirect way (Yüksel, 2012). Customers evaluate the most effective market offering among the competitor and select the best one. 
Volkswagen is a multinational automobile manufacturing company that leads the automobile industry worldwide. It produces both a luxurious and a passenger car. Some leading automobile manufacturing companies manufacture and offer similar benefits to the market (Wilhelm, 2017). The close competitor of the Volkswagen group includes Honda, Toyota, BMW, general motor, Nissan, Audi etc. A brief discussion and compared positions are mentioned in this section: 
Volkswagen vs Toyota 
Toyota motor corporation's dominant automobile market beat Volkswagen to become the leading automobile seller in the global market (Sergio & Rylova, 2018). With the increasing demand for electric cars, Volkswagen AG lags in comparison to Toyota Motor. 
Volkswagen vs BMW 
Volkswagen produces both Lexrious and passenger cars. The main focus is mass production at low prices. On the other hand, BMW models have more luxuries that focus on enjoyment and passion. 
Volkswagen vs Honda 
Volkswagen and Honda are both the most popular car brands in the world market. In the case of competition, Volkswagen is the winner because this company provides more customised products according to customer preferences. 
Volkswagen vs Audi 
Both Volkswagen and Audi have similar features to capture the market. In the case of design and mileage, Audi has the better place. According to Freeman & McVea (2015), in the case of automation, engine power and passenger safety, Volkswagen will get the letter mark.
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The report analyses the overall business strategy of Volkswagen. The study of external environment factors and how they create an impact on an entire business operation provides an indication of the business operation as well as current changing scenarios. The analysis of various management approaches like PESTLE, SWAT, and VIRO evaluate the professional performance of the business, strengths and weaknesses, possible opportunities, and future changes. Based on the analysis of the entire scenario, it can be said that Volkswagen AG applied some potential strategy to perform in a certain manner. Competitor analysis suggests potential changes in how to adapt to future changes to capture competitive advantage in the market. The company differentiates its workforce into several market segments to enjoy superior benefits.

[bookmark: _Toc133621380]Recommendation
The reports Analyse the whole company's current and historical business operations to find out potential opportunities and weaknesses. The study of external environmental factors indicates the lack of actual and expected outcomes. It finalises some strategical fluctuation at the time of decision-making and implementing the strategy. Some managerial approaches are being used in terms of evaluating strategic faults and understanding the pattern of business growth. Competitor analysis helps to determine the position of a company in the market as well as the strategic ability in comparison to competitors' strategies (Ginter & Duncan, 2019). Technological changes and their usefulness show the easiest way of enhancing companies' productivity, establishing smart supply chains and effective promotional techniques. At last, this part of the report finalises some suggestions that can be used for the betterment of business productivity and performance.  
· Volkswagen should consider legal external factors to create and maintain brand value. High court claim, installing the cheating device and such activities is strictly prohibited.  
· The company should study competitors' strategies for winning competitive advantages. Increasing the product line, ensuring the quality of the product and proper workforce management can be beneficial for the company (David, 2011).  
· Increasing the product line is another suggestion for capturing a huge market share. It also helps the company to capture potential markets worldwide. Customer-driven market offerings redirect companies to build strong competition within the market.  
· Adapting new technology and faithful training sessions for the employees can increase the efficiency of production as well as marketing. Fuertes et al. (2020) stated that proper implementation of strategy and correlation with the strategical approach will enhance business performance as well as revenue.


[bookmark: _Toc133621381]References
1. Ansoff, H.I., Kipley, D., Lewis, A.O., Helm-Stevens, R. and Ansoff, R. (2018). Implanting strategic management. Springer.
2. Bai, Y. (2021). Analysis of Overseas Management Strategy of the Volkswagen Group. In 6th International Conference on Financial Innovation and Economic Development (ICFIED 2021) (pp. 229-234). Atlantis Press.
3. Benzaghta, M.A., Elwalda, A., Mousa, M.M., Erkan, I. and Rahman, M. (2021). SWOT analysis applications: An integrative literature review. Journal of Global Business Insights, 6(1), pp.55-73.
4. Cardeal, N. and Antonio, N.S. (2012). Valuable, rare, inimitable resources and organization (VRIO) resources or valuable, rare, inimitable resources (VRI) capabilities: What leads to competitive advantage?. Cardeal, N., António, (2012), pp.10159-10170.
5. David, F.R. (2011). Strategic management concepts and cases. Prentice hall.
6. de Sousa, G.C. and Castañeda-Ayarza, J.A. (2021). PESTEL analysis and the macro-environmental factors that influence the development of the electric and hybrid vehicles industry in Brazil. Case Studies on Transport Policy, 10(1), pp.686-699.
7. Freeman, R.E. and McVea, J. (2015). A stakeholder approach to strategic management. The Blackwell handbook of strategic management, pp.183-201.
8. Fuertes, G., Alfaro, M., Vargas, M., Gutierrez, S., Ternero, R. and Sabattin, J. (2020). Conceptual framework for the strategic management: a literature review—descriptive. Journal of Engineering, 2020, pp.1-21.
9. Ginter, P.M. and Duncan, W.J. (2019). Macroenvironmental analysis for strategic management. Long Range Planning, 23(6), pp.91-100.
10. Mišanková, M. and Kočišová, K. (2014). Strategic implementation as a part of strategic management. Procedia-Social and Behavioral Sciences, 110, pp.861-870.
11. Sergio, R.P. and Rylova, M. (2018). Employee engagement and empowerment as gateway towards retention: The case of Volkswagen group. Journal of Eastern European and Central Asian Research, 5(2).
12. Toledo, B. (2012). Global ergonomics strategy in Volkswagen: from the product construction, over the planning until the serial process. Work, 41(Supplement 1), pp.4413-4417.
13. Wilhelm, B. (2017). Platform and modular concepts at Volkswagen—their effects on the assembly process. Transforming automobile assembly: experience in automation and work organization, pp.146-156.
14. Yüksel, I. (2012). Developing a multi-criteria decision making model for PESTEL analysis. International Journal of Business and Management, 7(24), p.52.




[bookmark: _Toc133621382]Appendices
	Strength
	Weakness
	Opportunity
	Threat

	· Excellent brand recognition
	· Emission scandal
	· Diversified portfolio
	· Intense competition in the global market

	· Big market share in the industry
	· Dependency on European market
	· Ride sharing app
	· Global economic recession

	· Strong supply chain
	· Not doing good enough in USA market
	· Eco-friendly cars
	· High fuel price

	· Capability to cope with market demand
	· High labour cost
	· Autonomous vehicles
	· Innovative design by other companies of the industry


Figure-1: SWOT analysis of Volkswagen.

2

