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[bookmark: OLE_LINK5]Volkswagen is one of the leading automobile manufacturing companies founded in 1938 with its headquartered in Wolfsburg, Germany. The German automaker possesses many brands such as Audi, Seat, Bentley, Porsche , Bugatti and Lamborghini. In the past few years, with people’s increasing attention on environmental protection and sustainable development, many vehicle manufacturing companies have been participating in the development of electric vehicles, which steals the market share of Volkswagen and put it into the fierce competition. The technological advancements makes the automobile industry change constantly so it is crucial for Volkswagen to retains its leading market position by proactively adapting itself to the dynamic environment. Change management, therefore, has become the key issue for the sustainable development of the company. The essay adopts some classic strategic management tools to analyze the external competitive environment and internal advantages and weaknesses of Volkswagen and then based on them some strategies are proposed for it to tackle the condition. The effectiveness and feasibility of these strategies are objectively evaluated and some concrete recommendations are give for Volkswagen to successfully navigate the intensely competing automobile industry.
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1. [bookmark: _Toc5854]Introduction 
Volkswagen Group, one of the largest automobile companies was founded in 1938 with its headquartered in Wolfsburg, Germany. (Volkswagen, 2023) As one of the most powerful multinational corporations in the world automobile industry, it enjoys the history of more than 80 years. In order to provide consumers with various ranges of high-performance products, it has always been committed to technological innovation and product development. The production sites of the company are located all over the world. As of 2022, it has encompassed 119 production sites and more than 669,000 employees across the world. (Volkswagen Group, 2023)
In recent years, with the spread of ideas of sustainable development and the enhancement of consumers’ environmental awareness,Volkswagen has been focusing on the transformation towards electric, digital mobility. It does not only put efforts into bring innovative concepts to reality but also makes endeavor to reshape the future of electric mobility.
[bookmark: OLE_LINK1]But for Volkswagen, it’s not easy to realize its blueprint in the electric vehicle industry. On the one hand, a large number of highly competitive rivalries such as Tesla and BYD auto are stealing market shares from Volkswagen. (King, 2023) On the other hand, numerous Chinese emerging brands are also participating in the international competition of electric automobile industry. The CEO, Herbert Diess has frankly indicated that Chinese brands NIO, XPENG are the direct competitors of Volkswagen. (Rainford, 2022)
If Volkswagen expects to retain its legendary success, it should maintain existing competitive advantages and at the same time implement scientific strategies to constantly explore new growth points, which is what the essay aims to study.
Basically following the SOSTAC pattern, the essay is divided as follows. Firstly evaluate the situation and objective. At the beginning of the essay, three classic management tools, PETSEL, SWOT and TOWS will be adopted in succession to make a comprehensive scanning of the macro and micro environment where Volkswagen Group is competing in. Secondly, propose scientific strategies and adopt feasible tactics. After analyzing how these factors may influence Volkswagen’s marketing strategy making, Lewin’s Change Management Model will be introduced subsequently to discuss three typical period that the organization has to undergo in the face of changes. Then STP Model will be used to put forwards some effective strategies. Finally, take actions and controls to ensure the success of the organization. After some strategies are proposed, their effectiveness and feasibility are worth assessing. At the end of the essay, considering the resources and other realistic characteristics, some concrete suggestions will be provided to improve the marketing strategies that Volkswagen implements. 
2. [bookmark: _Toc17499]Main Findings
Four management instruments, PESTEL, SWOT&TOWS, Lewin’s Model, STO Model will be successively adopted in this part to reveal the major findings of the report.
[bookmark: _Toc3080]2.1 PESTEL Analysis 
[bookmark: OLE_LINK4]PESTEL is the acronym for political, economic, social, technological, environmental, and legal factor. The framework can be used to assess the external macro-environmental factors that may impact the operation performance and strategy making of an organization. The  term is closely related to another term “ETPS” which was proposed by Francis J. Aguilar in his book Scanning the Business Environment published in 1967. In the book Aguilar introduced a model known as the ETPS framework, which stands for Economic, Technological, Political, and Social factors. (Aguilar, 1967). Then Arnold Brown from the US Institute of Life Insurance reorganized modified it as “Strategic Trend Evaluation Process” as a way to organize the results of his environmental scanning. (Rastogi and Trevedi, 2016). Afterwards, the framework has gradually evolved into PESTEL after another two significant factor environmental and legal were added. Although the model has many variants, all of them mainly assess the external competitive environment from six typical dimensions. Despite the wide use of the model, it still has some limitations. For example, it just focuses on six individual factors and neglects the interactions and interconnectedness of the six factors. In business reality, the six factors in PESTEL are usually interrelated, and changes in one dimension can impact others. Although the model has some non-negligible limitations, it still plays an important role in strategy process. According to Witcher and Chau (2010), PESTEL seems like a mnemonic model that can help strategists look for sources of general opportunity and risks. Therefore, the model will be adopted to analyze the six major external factors that influences Volkswagen development in detail.

2.1.1 [bookmark: _Toc6920]Political Factors 
Political stability and changes in government policies and regulations in different countries may exert a positive or negative influence on the development of the automotive industry. Unstable political environments may not only result in the disruptions of supply chain disruptions but also increase operational risks. Take the impact of Brexit on a leading German vehicle brand as an example. On June 23rd, 2016 the UK held a referendum on continued membership of the European Union and the victorious departure campaign is now known as Brexit.(Wheeler and Seddon, 2020) Brexit has brought tremendous challenges to supply chain of BMW. To ensure the secure supply of components, BMW has to adopt integration policies to foster a closer cooperation with its suppliers. (Rosenthal and Daniel, 2018)
[bookmark: _Toc30882]2.1.2 Economic Factors
he sales volume of Volkswagen are also closely related to economic performance. Growing economy and rising income can increase consumers’ purchasing power, thereby promoting the development of the automotive industry. However, economic recession, inflation and exchange rate fluctuations may reduce consumer demand for automobiles. For example, the whole world struggled with Covid-19 during 2019 and 2020. The global public health emergency has hugely impacted on the world economy. Nearly all the major economies have demonstrated negative economic reactions such as economic depression, rising unemployment, sharp reductions in trade and cross-border investment, and changes in commodity prices.(Bhaskar Bagchi et al., 2020, p.15). The 2020 annual report of Volkswagen has revealed that the total sales revenue of 2020 is €222.9 billion, with the year-on-year decrease of 11.8% , which was mainly caused by the Covid-19 pandemic, as well as the negative effects of changes in exchange rates. The brand’s profitability was heavily debased by the worldwide pandemic.(Volkswagen, 2020)
[bookmark: _Toc18935]2.1.3 Social Factors
Volkswagen Group owns various ranges of brands and these brands have been classified into three typical types: Volume, Premium and Super-premium. Volume Segment includes Seat and Skoda. Premium Segment has Audi at its core, while Super-premium segment is mainly composed of the luxurious sports car brands such as Porsche, Bentley, Bugatti and Lamborghini.(euronews, 2018). The three segments represent three different brand perception. Consumers perceive luxurious brands such as Porsche and Lamborghini with high esteem while the volume brands such as Skoda and Seat are labeled as cheap and unappealing vehicles. Therefore, Volkswagen should reshape the brand concept of the three segments so that it can provide the emotion satisfaction for consumers from different income groups.
[bookmark: _Toc14782]2.1.4 Technological Factors
Technological process is also conducive to the research and development of Volkswagen. Nowadays, self-driving technology and electric vehicles are becoming the trend of the automobile industry. These breakthrough technologies enable Volkswagen to develop smarter and safer cars. But at the same time, technological progress also pose new competitive threats. If Volkswagen fails to keep up with technological developments, it may lose its market competitiveness. Under this fierce circumstance, on the one hand, Volkswagen actively seeks cooperation with prestigious software company such as Microsoft to accelerate the development of automated driving.(Gastelu, 2021) On the other hand, it also has formed an alliance with Amazon to boost its productivity. According to Petzinger (2019), the strategic partnership can integrate the global supply chain of the Volkswagen with the advanced web services technology of Amazon.
[bookmark: _Toc6275]2.1.5 Environmental Factors
Environmental factors may also influence Volkswagen's market positioning and product innovation. Hal Turton (2005) thinks that transportation is a significant threat to long-term sustainable development and is also the main sources of greenhouse gas emissions. The main reason for producing hybrid vehicles is to keep environmentally sustainable in the long term. In recent years, consumers have been increasingly concerned about environmental pollution and sustainable development and people’s environmental awareness is gradually enhanced, which increases the demand for low carbon emission or even zero-emission vehicles. Therefore, Volkswagen needs to adapt to this trend and develop cars that meet environmental standards and constantly update its product line to meet consumers' demands.
[bookmark: _Toc9623]2.1.6 Legal Factors
As Volkswagen operates the business across the world, the laws and regulations vary from country to country. Hence, it should follow the regulations of different governments. Besides, to tackle the climate change problem, EU has issued strict European Climate Law, which sets the objective of reducing net greenhouse gas emissions by at least 55% by 2030. (Carver, 2021). To realize the goal and even achieve the ideal zero-emission target, automobile companies pay more attention on the use of clean driving energy such as electricity and continue to reduce the carbon emission of their products.
[bookmark: _Toc10015]2.2 SWOT & TOWS Analysis 
SWOT stands for strengths, weakness, opportunity and threats and it is a classic strategic planning tool used to evaluate both the internal and external environment of business ventures. SWOT is closely related to Stewart’s SOFT approach, which was designed as a strategic planning framework and initially named the System of Plans (Stewart, 1963). According to Puyt, Lie and Wilderom (2023), the professor Robert Franklin Stewart led a Californian-based group and created the new job function of staff planner at Lockheed and pioneered a body of knowledge on long range planning named the System of Plans. There are also debates that SWOT analysis is historically credited to Albert Humphrey in the 1960s.(Teoli, Sanvictores and Am, 2023). TOWS matrix, as the extension and progression of SWOT model, was proposed by Weihrich in his book named The TOWS Matrix—A Tool for Situational Analysis. (Weihrich, 1982) Traditional SWOT just focuses on identifying internal Strengths and Weaknesses and external Opportunities and Threats, while the TOWS Matrix takes a further step by combining the internal characteristics with external factors and then  developing four kinds of specific strategies based on the relationships between the two aspects. In the following part, SWOT and TOWS will be used to make a strategic analysis of Volkswagen group.
[bookmark: _Toc31086]2.2.1 SWOT Analysis
Volkswagen possesses some favorable strengths. Firstly, it has a strong brand recognition, which does not only enable it to gain consumer trust easily but also lays a solid foundation for its sustainable development. Besides, the company has a strong focus on technological innovation. According to Raymunt (2023), Volkswagen has increased its rolling five-year spending plan by 13% to $193 billion with more than two-thirds going to the development of software and electric vehicles. In addition, the global distribution of its productions plants enables the company to penetrate into the markets of various countries.
However, the German carmaker still has some weaknesses. Among them, the Dieselgate Scandal most severely harms its brand reputation. In September 2015, Volkswagen was charged with cheating on EPA emission tests by the US authority. As US Environmental Protection Agency revealed that the real waste emissions of Volkswagen vehicles were 40 times higher than U.S. standards permitted, the company was sent into a downward spiral and paid the most expensive fines over $30 billion, which seriously battered the brand. (Topham, 2015).
With regard to external opportunities, constantly enhancing consumers’ environmental awareness results in increasing demand for sustainable transportation, which is beneficial for Volkswagen to expand its electric and d hybrid vehicle selling volume. Besides, Volkswagen’s solid partnerships with other industry leaders open up new revenue channels for the company. For example, since September of 2020, Volkswagen has formed a strategic collaboration with the leading energy company, Octopus.(Lempriere, 2020) Consumers who switch to Octopus Energy are eligible for up to £90 credit towards their energy bill, which encourages them to purchase Volkswagen electric vehicles.(Smith, 2020)
As for the external threats, firstly many brands are competing intensely in the automotive industry, which steals the market share and challenges leading position of Volkswagen. According to Counterpoint (2023), BYD and Tesla are the major competitors of Volkswagen. The two automakers together account for nearly one-third of global electric vehicle sales market share from Q4 of 2021 to Q3 of 2023. Apart from this, unpredictable changes in policies and regulations may impact Volkswagen's long-term performance and negative consumer perceptions may also affect its market penetration.
[bookmark: _Toc19001]2.2.2 TOWS Analysis
By adopting TOWS matrix, four kinds of strategies are correspondingly put forward in response to the internal advantages and disadvantages and external opportunities and threats.
Firstly, as to Strength-Opportunity Strategies, Volkswagen can make full use of its strong brand recognition to position the company as a leader in sustainable mobility and allocate more investment in technological innovations to make Volkswagen retain its competitiveness.
Secondly, regarding Strength-Threat Strategies, the company can implement transparent communication strategies to address past controversies like the "Dieselgate" scandal and also introduce accountability system to rebuild trust among consumers and stakeholders.
Then, respecting of Weakness-Opportunity Strategies, Volkswagen is encouraged to forge strategic alliances and partnerships with other industries and seek more channels to get financial support for its sustainable initiatives. It should also reinforce its positive consumer perception by launching those targeted marketing campaigns that can highlight Volkswagen's commitment to sustainability.
Finally, in term of to Weakness-Threat Strategies, the carmaker should implement cost-effective measures to address financial constraints associated with sustainable technologies, build a highly professional public opinion management teams to minimize the influences of negative coverage and adopt proactive response to changes in regulations and laws to ensure it to remain compliant with evolving standards and anticipates future regulatory shifts. 
[bookmark: _Toc23396]2.3 Lewin’s change management model 
Change management is an important topic that organizations need to pay attention to. According to Todnem (2005), change management is a process of reshaping an organization’s direction, structure to meet the constantly changing needs of customers. Usually the needs for changes are difficult to predict, so organizations should be agile to external business circumstances and proactive to the internal organizational crisis.
Lewin Kurt (1947) introduced a vivid metaphor to describe three typical processes that organizations should experience after they start change management. Lewin compared enterprises an ice cubes. If people want to change the shape of an ice cube, they should go through three key stages: unfreezing, changing, and refreezing. Similarly, organizations should also experience the similar three stages in the process of change management. For organizations, unfreezing means organizations make preparations to accept changes are necessary. Changing stage is the actual shifting process. In the process actions such as adopting new processes, structures, and behaviors are introduced to achieve the desirable organizational transformation. The final refreezing mainly focuses on reinforcing and consolidating the new-achieved results, ensuring them become ingrained in the organizational culture. 
When the model is used to analyze the change management of Volkswagen, the unfreezing is cultivate awareness of changes and creating a sense of urgency. Since the Dieselgate scandal, Volkswagen’s reputation have been damaged and many legal and financial problems have also emerged. The scandal has forced Volkswagen to take measures to regain public trust and reshape its brand image. Then Volkswagen embarked on changing process. The company has developed a vision aiming at rebuilding trust, enhancing transparency, and ensuring compliance with ethical and environmental standards. Effective communications has made the employees realize the necessity of changes and start to embrace a new organizational culture. Volkswagen advocates collaboration, innovation, and a more equal work environment and its employees are allowed to participate in decision-making processes. The organizational culture of Volkswagen is shifted to be more sustainable and responsible. After implementing changes, Volkswagen moved to the final refreezing stage. It started to reinforce the positive results. The company timely monitors public opinions, embeds the new values and behaviors into everyday practices. Ethical conduct and environmental responsibility are valued by its executive level. Besides, to prevent a return to previous practices, Volkswagen has even institutionalized the changes through policies, procedures, and organizational structures. Following Lewin’s change management model appropriately, Volkswagen successfully resolved the scandal crisis and rebuilt a positive image among customers and partners.
[bookmark: _Toc19760]2.4 STP strategy
Advocated by Phillip Kotler, a professor of marketing at the Kellogg School of Management at Northwestern University, STP model is a popular marketing framework consisting of three elements: segmentation, targeting and positioning. According to Kotler and Armstrong (2020), a target market is a group of customers who share common demands that corporations want to meet. Kumar (2010) pointed out that the process of choosing a target market can be further divided into three processes: segmenting the market, targeting the most appealing markets and proper positioning companies into chosen segments. Many companies make mistakes that they regard anyone as their potential customers and the secret of those successful ones is that they apply STP model to choose certain buyers and among them Volkswagen is an outstanding representative example to adopt STP in their strategy marking process.(Stephen, 2020) The three steps of STP framework that Volkswagen adopts will be demonstrated in detail.
[bookmark: OLE_LINK6]As the first step, segmentation can be subdivided based on four criteria:demography , geography, psychology , behavior. (Tynan and Drayton, 2010) Demographic segmentation means the market is divided by age, gender, education level and so on. Market can also be sorted by some geographic factors such as regions, countries or even urban cities. Psychological classification emphasizes on indicators like customers’ hobbies, lifestyles, entertainment choices and personality traits. Behavioral segmentation stresses the ways that people use products. Through deep exploring the preferences and demands of different markets, Volkswagen Group has sorted the global market into several unique segments. In this way, Volkswagen can meet diverse customers’ needs and achieve market share growth. 
For example, various ranges of brands are produced in Volkswagen’s worldwide subsidiaries. According to the 2020 annual report (Volkswagen, 2020), the brands the company possesses can be roughly classified into the following four types based on the prices and functions. SEAT mainly produces economy class cars and SCANIA mainly manufactures commercial trucks and buses. Audi and SKODA are labeled as premium brands while Porsche, Bentley, Bugatti, and Lamborghini are luxury sport vehicles. Accurate segmentation has not only laid foundation for Volkswagen to target different kinds of customers properly but also enables Volkswagen to position itself precisely in each sub-market by providing different competitive products and services.
According to Sukserm et al. (2020), positioning is the process of establishing the identity of products and delivering certain brand values to consumers. In each market Volkswagen has created distinctive brand images and conveyed unique brand concepts. For instance, in the high-end car market, Volkswagen is positioned as luxury, high quality and advanced technology. In order to meet the needs of the high-end market, Volkswagen acquired and Porsche brands, which enjoy high reputation in the high-end market. In the economy market, Volkswagen emphasizes better cost performance and it has launches some products known for their practicality and reliability. By scientific use of STP strategy, Volkswagen  successfully meet the demand of majority customers and maintain its leading position in the international automobile industry.
3. [bookmark: _Toc14354]Conclusion 
In conclusion, the essay presents a comprehensive analysis of the leading German carmaker,Volkswagen. Various management tools such as PESTEL, SWOT, TOWS, Lewin's Change Management Model, and STP Model are utilized to examine various aspects of the organization's development.
Increasing awareness of sustainable development, the rise of electric vehicles, negative media coverage all pose significant threats to Volkswagen's market share. The company has recognized the necessity for change management and has been actively adapting to the dynamic environment. Through strategic analysis, it is evident that Volkswagen has a strong foundation with its diverse brands, global production sites, and dedicated workforce. Moreover, Volkswagen's shift towards electric and digital mobility demonstrates its willingness to embrace the future and reshape the industry. 
 Overall, by agile change management and proactive response, Volkswagen can maintain its leading market position and successfully adapt to the evolving automobile industry. With a strategic focus on innovation, sustainability, and customer satisfaction, Volkswagen can continue to drive progress and shape the future of the automotive industry.
The essay may have some limitations. The factors that can trigger changes in the automobile industry are generalized and categorized a little simply and they may break out at the same time. However still hope the essay can have some referential significance for the organizations to tackle changing circumstance.
4. [bookmark: _Toc26125]Recommendation 
To overcome the challenges posed by the competition, Volkswagen should continue to invest in research and development, focus on innovation in electric vehicle technology, and positively collaborate with key industry players. Furthermore, Volkswagen should stick to its multi-segment strategies and develop diverse products to meet the requirements and expectations of different levels of consumers. It should endeavour to build reliable brand image, address positive brand values to customers and contribute to a greener future.
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