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[bookmark: _Toc102222708]Introduction
This report helps in understanding about importance of global business environment and how such environment influences the business of organization based upon its core competencies. Global business environment is explained as the environment in different countries which could make impact on their decision while making impact on their resources and capabilities. Based upon the business environment, the organization would make decision and developing the business strategy which help organization in achieving desired goals and objectives. This report is based upon organization Volkswagen which is a German multinational automotive manufacturer which is based in Wolfsburg and its biggest market is based in China as it delivers 40% of its sales and profits (Volkswagen, 2022). In addition, this report helps in understanding about the importance of importance of identifying external and internal factors which can influence the business and analysing the internal and external; environment with help of different framework which could help in development of effective strategy for the organization. 
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[bookmark: _Toc102222710]Evaluating internal and external challenges in business environment
[bookmark: _Toc102222711]Business environment, both internal and external, has an impact on business strategy since it impacts the decisions made inside the organisation that might aid in the achievement of the intended goals and objectives of the company. Furthermore, it is critical to recognise that both internal and external variables influence the usage of resources for organisational operations, with the goal of increasing productivity and profitability while reducing costs for the company (Indris & Primiana, 2015). It is possible that Volkswagen will concentrate on employing distinct frameworks that will aid in assessing the impact of the many aspects that might affect its company operations and have an impact on the end output of those actions.
SWOT Analysis
The SWOT framework, which aids in the understanding of the organization's strengths and weaknesses while addressing the opportunities for the organisation, can be used to address the internal challenges in the business environment for the Volkswagen. This framework can also be used to increase the profitability of the organisation by addressing the opportunities for the organisation. The following is a description of the Volkswagen's SWOT analysis:
Strengths
The strength of the Volkswagen is based upon its brand portfolio as it has widest brand portfolio among the other automotive companies as it includes Audi, Skoda, Ducati, and Bugatti which is owned by the group and it help in targeting the multiple segment buyers which is beneficial for organization in expanding its consumer base and providing them the product which helps in satisfying their need and preference. It has higher number of production plants across the globe which is 118 and it also provides employment to 662,600 people and the financial resources of the organization has contributed in boosting its research and development as in 2020, Volkswagen spent 15.6 billion euros on R&D and has managed to outspend its competitor Toyota (Statista, 2022). Recently, the Volkswagen Group has partnered with Microsoft to develop a cloud based Automate Driving Platform which would help in powering the next generation smart vehicles. 
Weakness
The corporation has received a great deal of criticism as a result of its controversies, which have had a severe influence on the organization's reputation. Example: the Dieselgate controversy, where the corporation was determined to have installed the software code and was judged to be guilty based on an inquiry, resulting in losses and damages that resulted in a loss of €16.2 million for Volkswagen as a result of the investigation (BBC, 2015). VW had to recall vehicles in recent years owing to production faults, which had a detrimental influence on the company's image. In the last few years, the company has been forced to recall vehicles due to manufacturing concerns.
Opportunities
The demand of the Volkswagen vehicles has been increased significantly and the people in the society are inclined towards buying the four wheelers due to the level of comfort and it created the opportunity for the Volkswagen to expand its business into the market which is unexplored yet and would help in boosting its revenues. The company is looking to introduce its autonomous vehicles in the market by 2025 to gain the market share (Volkswagen, 2022).
Threats
The government around the globe focuses upon reducing the greenhouse emission and such regulation from government could made impact on the production cost of the vehicles and the emission scandal in which Volkswagen has indulged has made impact on its brand image and organization has to ensure to stay away from such issues. 
[bookmark: _Toc102222712]PESTLE Analysis	
This framework is based upon analysing the external business environment and taking the actions which would help organization in boosting the productivity and profitability of organization. Such factors are mentioned below:
Political Factor –The United Kingdom and the United States are two of Volkswagen's most important markets, however the increase in tariff rates by the United Kingdom and the United States has had an influence on the cost structure of the business. It has been determined that the UK government's "Street to Zero" plan, which aims to remove all diesel and petrol vehicles off the road by 2040, has had an influence on Volkswagen's goal of developing and introducing electric vehicles (RAC Business, 2022)
Economic Factor – The exit of UK from the Brexit has made impact on the Volkswagen revenues as it lead to the impact on the economy of UK and it does made impact on the buyer purchasing power (Volkswagen, 2022).
Social Factor – Social pattern in the UK and US market is changing as the people buying pattern and choices are changing and also youth are also inclined towards buying the vehicles which provides comfort to them (Pew Research, 2020). Volkswagen has focused on changing its strategy to target the consumer and focuses on understanding about the need and preference of consumer. 
Technological Factor – Volkswagen focuses on using territory sensor, mapping cameras within their vehicles which help in providing the effective services to its consumer which help in satisfying the need and preference of consumer.
Legal Factors – Volkswagen was involved in a number of legal disputes, each of which resulted in a separate legal action. For example, Volkswagen was had to repair 11 million autos that were linked to scandalous contraptions, and the organisation was also subjected to legal troubles that had a detrimental influence on the company's revenue (CNN, 2015).
Environmental Factors – In the 2015, the US Environmental Agency revealed that the organization vehicles had violated the Clean Air Act which is a law which is based upon reducing the air pollution nationally (United States Environmental Protection Agency, 2022). 
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Threat of new entrants – In case of the Volkswagen group, the threat of new entrants is low for organization. Volkswagen has extensive capital and resources which help them effectively operating in the market and new entrants would require capital and it would be difficult for new entrants to develop distribution network and targeting wide consumer base (Volkswagen Group News, 2020). 
Rivalry among existing players – The competition in the automobile industry is very intense as Volkswagen group faces competition from Nissan, Ford etc. Volkswagen group focuses on adopting innovation which could help them in achieving the competitive advantage over its competitors (CNN Business, 2019). The barriers to exit from the industry are very high which makes the competition among the companies intense and the impact of this force on the Volkswagen is high. 
Bargaining power of buyers – The bargaining power of the buyers in the case of Volkswagen is low because of the cost of the vehicles which is provided by them and it is not easy for consumer to switch to other products because of the prices. The organization also focuses on providing premium products to its premium consumer while focusing on retaining its consumer which helps organization in boosting the prices of its product accordingly. 
Bargaining power of suppliers – The bargaining power of suppliers in the case of Volkswagen Group is very low as there are very few automobile companies in the industry and every supplier focuses on retaining its buyers. There are numerous suppliers in the market which provide option to the Volkswagen group to switch to other suppliers which can provide them resources at effective and efficient resources. There are number of suppliers available in the market which are ready to provide its resources to Volkswagen and could lead to the effectiveness and efficiency.
Threat from substitute products – The impact of this factor on the Volkswagen Group is minimal, and it is mostly attributable to the increase in the price of gasoline, as well as various government programmes to promote the introduction of environmentally friendly automobiles. There are car firms that manufacture and build electric vehicles, and the productivity of such companies may have an impact on the productivity of the company (Volkswagen, 2019). The consumer's opinion of the electric vehicle is shifting, as they believe it is both inexpensive and valuable, increasing competition for manufacturers such as Volkswagen and Tesla.
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Value – Volkswagen's financial resources are seen as significant since they enable the company to engage in external prospects that might lead to the expansion of the company's operations into previously untapped market segments. It is regarded to be one of Volkswagen's most significant assets since it assists the company in increasing its revenues and allowing it to operate in the United States and the United Kingdom while growing its business.
Rare – The financial resources of the Volkswagen is considered as rare because development of financial resources requires effective strategy and it is only possessed by very few companies in the industry. The distribution network of Volkswagen is also a rare resource because it requires time and capital to develop the distribution network. 
Imitable – As a result, Volkswagen's financial resources require a significant amount of capital to replicate because they are developed over an extended period of time and are based on profits earned by the organisation. Additionally, replicating the company's distribution network is expensive because it would require a significant amount of capital to develop such distribution network, which would allow Volkswagen to expand its reach in the market.
Organization – The financial resources of Volkswagen is utilized at right time which helps organization in investing into the external opportunities and distribution network of the Volkswagen is also organized as it helps in providing its product to its consumer and using it for their own competitive advantage.
[bookmark: _Toc102222715]Conclusion
From the preceding report, it can be inferred that the external business environment has an impact on the strategy of the organisation and has an impact on the company's financial performance. It concludes with a discussion of the organisation Volkswagen, which is a German automobile manufacturer, and an understanding of the resources that are valuable to the organisation, while also addressing the external factors that have a significant impact on its performance and have an impact on its productivity and profitability.
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