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Introduction
Volkswagen AG is a premium automobile manufacturing company, having its headquarters located in Wolfsburg, Germany. The brand is derived from the German words ‘Volk’ and ‘Wagen’ signifying ‘people’s vehicle/car’.
Volkswagen is a leading organisation, whose portfolio encompasses several names, including luxury brands like Porsche and Lamborghini. Apart from those, VW’s portfolio also comprises brands like Bugatti and Ducati.
The Volkswagen Group has two main departments – the automotive and  financial divisions. Volkswagen’s central products and services include Leasing, Passenger and Commercial Vehicles, Insurance, Fleet Management, Motorcycles, Financial Services, Engines, Banking, Turbomachinery, and Propulsion Components.
According to an estimate by Statista (statista.com, 2021), the annual revenue of the VW Group in 2021 was 250 billion Euros, and it has increased by approximately 10% from 2020. The company has employed over 668,000 people to handle the organisation’s operations worldwide.
Volkswagen’s top competitors are Toyota, General Motors, Ford, Renault Nissan, Hyundai, Fiat Chrysler, BMW and Mercedes.
This report will analyse the internal and external factors affecting Volkswagen’s operations, the micro-environment and the macro-environment, using a SWOT and a PESTLE analysis, by taking into account Porter’s Five Forces and Value Chain, as well as the Competitive Advantages of the VW Group.













SWOT Analysis
Strengths:
· Portfolio – VW Group has an extensive and diversified product portfolio to attend to the requirements of various types of consumers, according to their needs. The organisation trades its products under several brand names like Porsche, Audi, Bentley, and Lamborghini, designed for users with preferences ranging from ordinary cars to luxury or sports cars.
· Recognised brand - Volkswagen has operated in the automotive sector for nearly 100 years. The group is trading its vehicles in approximately 160 countries around the world.
· R & D - Volkswagen has infused a plethora of resources in the research and development of hybrid technology and electric vehicles, and to improve the general efficacy of their engines. This has facilitated the launching of electric vehicles, enhancement of vehicle performance, and allowed the company to obtain a competitive advantage.
Weaknesses:
· Diesel scandal - The scandal in 2015 about VW having installed certain apps and software to cheat the carbon emission test was a huge issue. The company has been found guilty of the charges, and had to pay a penalty amounting to billions of dollars. This event jeopardized the company’s prestige to a considerable extent.
· Marketing strategy - Volkswagen does not use invasive marketing strategies to promote its vehicles, particularly outside the EU market, although it needs to look outside the EU for growth (Edmondson, 2007).
· Recall rate – Unfortunately, due to different technical issues, the company has the highest recall rate in the (US) automotive market, which represents the company’s ‘Achilles’ heel’ (Hillebrand, 2007).
Opportunities:
· Volkswagen is currently developing autonomous vehicle technologies. The manufacturer would soon launch its electric autonomous vehicle model and has started a collaboration with Ford on self-driving technologies.
· As people have become environmentally aware and prefer a low-pollution transport modality, many car manufacturers are taking advantage of the electric vehicles trend. Volkswagen has assigned 60 billion Euros for the development of electric technology.
Threats:
· The Covid-19 pandemic has severely affected the sales and the total revenues and profits of the organsiation.
· Competitors - the company has strong competitors, such as BMW, Mercedes, Toyota, Ford etc. in different categories like electric, sports, luxury and ordinary vehicles.
· Legal costs - VW is facing legal actions in countries like the UK and US, and throughout the EU. The fines and penalties are costing the company millions (Schneider, 2008).
PESTLE Analysis
· Political: The UK is a major market for Volkswagen Group’s different brands. Unfortunately, there are major concerns about the trade agreements between Germany — the location of the organisation’s headquarters — and the UK (and US as well). The UK’s decision to leave the EU has resulted in extra-charges applied to the import of vehicles from Volkswagen Group.
· Economic: With the end of pandemic, customer spending has grown everywhere in the world. This means that customers are now eager to buy products such as electronics and, to a degree, cars too. The increase in consumer spending is particularly important for automobile manufacturers in poorer markets, where people may have never acquired their vehicle brands. In wealthier markets, this is still favourable as it means customers buying more expensive variants and additional optional extras.
· Social: For various reasons, including financial ones, many people have chosen not to travel by car any more, and decide to cycle, or use public transport and ride-sharing apps like Uber instead. This might result in a significant decrease in Volkswagen Group’s sale figures and the industry’s in general.
· Technological: Because of Tesla’s major (recent) progress, automotive companies endeavour to develop their own self-driving technologies. From this point of view, companies are facing both hardware and software challenges in the development of such technologies. Fortunately, Volkswagen Group’s powerful financial position has facilitated the needed research and development, as compared to other struggling newer car manufacturers.
· Environmental: While ‘green’ substitutes of traditional engines present many advantages to buyers, the principal explanation behind their development is that environmental concerns of both governments and buyers need to be settled. Cars still are a significant pollution source, and for Volkswagen to maintain its position on the market, it will have to adjust to this shift.
· Legal: In 2015, the US Environmental Protection Agency caused a scandal that lasted several years, by announcing that Volkswagen Group had intentionally cheated diesel emissions test. VW manufactured millions of cars between 2009 and 2015 that had a built-in software designed to reduce emissions during testing, but did not comply with the legal requirements during daily use. The scandal triggered a great number of legal actions, which caused losses of billions of dollars in fines and compensation, as well as a drop in sales and share price. 





Porter’s Five Forces
Bargaining power of customers – has grown because of various factors.  Customers are nowadays more informed and assess each feature of the product, such as quality, safety, environment-awareness and efficiency before they buy it. In addition, organisations are spending large amounts of money for marketing and advertising purposes to attract customers to their brand.
Bargaining power of suppliers – is relatively low, as the organisation has numerous suppliers throughout the world and can easily switch to a new supplier. However, the suppliers can use a modest leverage due to the company’s interest in quality raw materials and reliance on long-standing cooperation with suppliers who can attend to VW’s needs in a responsible manner
Threats of new entrants – is very low, as the automotive industry has high entry obstacles, such as large investment in manufacturing facilities, marketing, supply chain, distribution and human resources, and complying with a variety of strict regulations, making it almost impossile for a new company to penetrate the market.
Threats from substitute products – this is a medium risk for VW, due to the strong competition with other established brands and government initiatives to promote environmental-friendly products and many customers choosing options such as public transport, cycling to work schemes or walking. Consumers now find electric cars more suitable compared to classic cars due to new trends, but VW manages to mitigate such threats with financial strength and a strong brand image.
Rivalry from existing players – the competition in the industry is very intense and VW faces rivalry with brands like Nissan, Ford, Toyota etc., who offer matching vehicles in comparable quality and efficiency proportions. This is why VW will need to allocate more funds to product research and innovation, to be able to compete properly.












Porter’s Value Chain and Competitive Advantages
According to Porter’s value chain model, business activities are distributed into two main categories: primary, which include inbound and outbound logistics, operations, marketing and sales; and support activities, which include procurement, technology development, HR management, and company infrastructure. In order to obtain an advantage, organisations should concentrate on the above activities to create or enhance products that will satisfy consumers and hence improve the organisation’s profitability.
One of the major roots of VW’s competitive advantage in the automotive sector is its vast and diverse product portfolio. It aids VW attend to various consumer categories, such the average customer and the premium segment.
As an automobile manufacturer, Volkswagen has kept up a powerful brand image by concentrating on high quality, innovation, and consumer satisfaction. This has resulted in large popularity and higher sales figures globally.
Customer loyalty is also the origin of competitive advantage in the automotive sector. In addition to marketing activities, manufacturers also need to develop technologies, meet passenger safety requirements, as well as improve the general driving/traveling experience. The loyalty level that VW enjoys from its customers internationally has been further driven by the Group’s customer-oriented vehicle range and service range.
The well-built manufacturing and distribution network has helped Volkswagen maintain a sturdy global presence. In order to consolidate its global presence, the organisation has also initiated partnerships with other organisations. Volkswagen Group runs over 120 production factories in European countries, along with 11 more in other parts of the world.
VW is also pouring funds into bettering its supply chain with the help of technologies to minimise operational expenses and enhance production. It has teamed up with specialist company Minespider to make its supply chain more responsible and unambiguous. A properly controlled supply chain represents a powerful source of competitive advantage in the automotive sector.
Back in 2018, the organisationy infused over 13 billion Euros in research and development. Some of the main segments where Volkswagen has concentrated its R&D efforts are autonomous driving, sustainability, virtual technologies, etc.
Some of the other key sources of competitive advantage for the Volkswagen Group include an enormous talent pool and a solid business model. The company invests greatly in the career development of its employees to maintain their motivation and concentration level. Talented staff have become vital to development and progress in the automotive sector. Also, due to its constant orientation towards quality, efficacy, production management and partnerships, the Volkswagen’s business model has grown stronger at a constant pace.


Conclusion
There is no debate that VW is Europe’s No. 1 car maker. It has based its success on reliability and quality of its diversified brand portfolio, which has created consumer value. It is regarded as a responsible brand, which remains as diverse as its customers (VW Group, 2016).
Although VW has met several international challenges and risks during recent years and is just recovering from the emissions scandal, they have changed their business model, while their objective is to offer value using new methods in order to reconsolidate the brand image, whereas new connections are being established to improve sales and renown. At international level, they are altering the business fundamentals and addressing new industry sectors in order to achieve profitability.
Based on the SWOT analysis of Volkswagen, it can be concluded that the costly lawsuits, competitors and scandals, are some of the main challenges faced by the company, which should follow the regulations in order to lower legal costs and avoid reputational damage.
The PESTLE analysis has shown that the VW Group is still in high demand, in a good position to welcome the growth in consumer spending, and willing to adjust to environmental concerns. Nevertheless, Volkswagen will have to surpass various issues in the existing macro-environment, such as new trade tariffs, shifts in customers’ choices, and strict regulatory requirements.
Furthermore, VW still lacks a coherent global approach (Freitag, 2007) and the structures that would permit Volkswagen to enjoy a worldwide distribution network are still non-existent, in order to aid the Group to reach its objectives as a global company that intends to gain the respect and trust of people in all corners of the globe (Sackmann, 2005).
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