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INTRODUCTION


Environmental analysis is the process which used to examine the factors related to the internal and external and have the influence over the performance of the company. This report is based on the Volkswagen company which is the motor vehicle manufacturer having its headquartered in Wolf-burg, Lower Saxony, Germany. This report will outline the different analysis of the organization which includes porter's five forces, SWOT analysis, PESTLE analysis and Value chain in order to have competitive advantage concerning the core values of the company. 

MAIN BODY

Porter's five forces analysis


Barriers to entry: It is not the surprising factor the auto-mobile industry has the large barriers which prevents the new companies to enter the market. Therefore, the threats of the new entrants is basically low in this industry (Xiao and et.al., 2020). This is because it requires the high start-up cost and makes difficult for the company to operate in this industry. It is very important to develop the new distribution channels and maintains the company. New laws and regulations makes difficult for the other firm to enter this industry that is the reason that new brands to enter the market is very negligible. 


Bargaining power of Buyers: The bargaining power in this industry is very low. The buyers of this brand has very low bargaining power because of the cost and buyers has easy switch option. As the competition is high in the luxury segments and the companies are investing in research and development in order to meet the expectations of the customers. But it is not easy for the customers to switch over the other brand as they are using this brand. Because of its differentiated products it attracts the customers and make them buy their products.


Bargaining power of Suppliers: The bargaining power of the suppliers is usually low in case of auto-mobile industry. The suppliers have the specialization and produces the parts and raw material of the products. The suppliers of the Volkswagen won't stop working as it is the large auto-mobile industry. This gives the organization strength to buy the products from the suppliers at the lower rate. Bargaining power of the suppliers is very low as the organization may shift to the other supplier. 


Threats from substitutes: The threats from the substitutes to the organization is relatively low. It is because of the increase in the prices of gas dan the initiatives taken by the government in order to promote the eco-friendly products (Catalan, 2017). As there are many people who use public transportation, bikes or walk but there are some who uses their own cars rather than using the substitutes in order to have convenient. The people used to prefer electric cars as compare to diesel cars as it is price saving.


Rivalry of existing players: Rivalry is mostly from the competing firms, that means the competitors of the company. The competition level of the organization is very high as it has many competitors like Nissan, Ford, Toyota, etc. The company has to do lots of innovation and advertisements in order to maintain their position in the competitive market. It may cause the extreme loss to the company because rivals can gain more market share and may earn more profit. This is why organization has to do research and development which makes the company more effective in the technologies. 

SWOT analysis


SWOT analysis is the planning and management which helps the company to identify the strengths, weaknesses, opportunities and threats. These factors are related to the competition and planning of the business (SWOT analysis of Automobile industry. 2021). It is also known as situational assessment or situational analysis. This matrix helps the company to identify the internal and external factors that are important for company in order to achieve the objectives of the projects. The SWOT analysis of the Volkswagen are as follows: 


Strengths: The strengths are the internal and positive attributes of the company that are within the control of the company. The strength of the cited organization is that it operates in more than 153 countries. Volkswagen has its largest factory in Germany, second largest in China and third largest in Brazil. These strengths make the company to have trade across the globe. The company has the strong research and development and works thoroughly on the new demands of the public. It spends more on this department in order to have their business profitable across the globe. 

Weaknesses: This includes the negative factors that makes the company detract from the strengths. These are the improvements points for the company in order to survive in competitive market (Li, Negnevitsky and Wang, 2020.). The main weakness of the organization is that it has the weak position in the Indian market and United states. It possesses only 3% in Indian market and 4.8% in the United States. Some cars of this company is not environment friendly as they are diesel based. If the government will take any action the company profit will fall drastically. The used to produce the luxurious cars which are not for the middle-class people which is the biggest weakness of the company. 


Opportunities: These are the external factors in the business organization that will makes contribution towards the success of the company. As the company weakness is that company is affected by diesel scandals. So, this the opportunity for the company to change its technology and recover the company image. In the populated countries the demand of the luxurious cars may increase so the company must have innovative technology in order to grow in that market. Volkswagen's cars are more fuel dependent so it will increase the market share of the company as the people prefer to take fuel dependent cars. By this it may increase the production and company have opportunity to trade over the globe. 


Threats: These are also the external factors of the business environment which are outside the control of the company (Zhikang, 2017). As this company cars are emitting the carbon-Di-Oxide, the government may put the restriction which may harm the profit of the company. The prices of the raw material is increasing which may increase in the prices of the cars. So this is the big threat for the company in order to have trade across the globe. 

PESTLE analysis


PESTLE analysis is a tool that used to analyse the macro factors of the business environment. This acronym stands for political, economic, social, technological, legal and environmental factors (What is PESTLE Analysis? Everything you need to know about it, 2021). These factors have the great impact on the activities of the company. By understanding these factors it may the company to have smooth flow of the organization in the market. 


Political: The organization is the most leading auto-mobile industry having the global business. The government of the UK has decided to end to produce diesel and oil vehicles by 2040. These measures have created in order to diminish the petroleum and diesel vehicles (Christodoulou and Cullinane, 2019). The current issue of the company is the political strains which trade exactly between the US and EU. The company must focus on the political factors in order to have trade over the world. 


Economic: It includes the increase in the rates like inflation, foreign exchange rates, economic growth pattern, etc. The greatest auto-maker, Volkswagen has faced the monetary issues which rotating around the company and the disturbance made by the Brexit makes the decrease in the profitability of the company. The company should be ready to face this factor as it has to trade across the world.  


Social: The social factors are the most important in order to have significant job in the development in this industry. These factors include the changes in the individual taste and preferences and needs of the society. The company should produce the environment-friendly vehicles which manges the pollution in the market. The company should produce the cheap vehicles which can be afforded by the middle-class people. 


Technological: The technological changes has the great impact on the auto-mobile industry. Innovation should be done on the constant basis in order to retain the customers (Nandonde, 2019). The greatest innovation that the company is confronting in improvements in driving vehicles. The most current innovation done by the company is the man-made brainpower, territory sectors, mapping cameras, radar innovation, etc.


Legal: The company has the great deal with the lawful factors which must be followed by the auto-mobile industry. Volkswagen has cheated the diesel emission test which shows that company has not followed the legal rules. As the company is trading over the globe it must fulfils the needs and wants of the government in order to survive in market. 


Environmental: The innovation in the electric motors, batteries and hydrogen fuel is not only the technological factor but also the environmental factor too. The company must do improvements in the technology which does not harm the environment and make the environment free from pollution. By focusing on this factor it will be easy for the company to trade in many countries. 

Porter's Value Chain analysis


Value chain analysis is the process of evaluating every activity in the organization's value chain in order to know the opportunities for the improvements. This analysis shows that how each step taken by the company adds or subtracts the value in making the final product or giving the final services (Tang and et.al., 2019). It includes the two types of activities that are primary and supportive activities. 


Primary activities

Inbound Logistics: It includes the real-time inbound inventory date, location of the distribution facilities, warehouse and material handling of the company. The cited organization have to focus on these factors of the value chain. 


Operations: It includes the standardized model and access to the real time sales and inventory system. As the organization is making the luxurious cars, so they are having good operations of the products.


Outbound logistics: It is the process in which the final goods are moved out of the manufacturing sectors to the retailers. The organization has its own showrooms in order to operate their product in market.  


Marketing Sales: It is the most important part in the value chain of the vehicle producing companies. It includes advertisements, promotions, distribution, etc. The company must focus on this activity in order to have trade over the globe. 


Services: It includes the customer support after selling the product by providing servicing and maintain of the cars after the purchase (Brun, 2019). As company is also used to give the after sales services to their customers in order to survive in the market. 


Supportive activities


Firm infrastructure: The good infrastructure is very important for the company which includes structure of company, culture, management and other resources. 


Human Resource Management: It is the most required management in the company. The organization must have skilled HRM in order to have good management in the company. 

Technology development: Technology is the major part of the auto-mobile industry. The organization must do innovation in their cars in order to have profitability and trade across the globe. 

Procurement: It is also the important supportive activity of the value chain of the auto-mobile industry and for their marketers. It includes the procurement of the material needed for production from the suppliers. 


By having this value chain the company has two competitive advantage which includes the costa advantage and differentiation advantage. Cost advantage is used by the company when try to compete on the cost and understand the cost advantage or disadvantage. The company has cost advantage as it the leading company in the competitive market. The organization used to produce the differentiated product and gain the competitive advantage from the market.  
CONCLUSION


From the above study it is summarized the different analysis of the organization which includes porter's five forces having five factors that are threat of new entrants, bargaining power of buyer, bargaining power of supplier, threat of substitutes and rivalry with competitors. Further it describes the SWOT analysis includes the strengths, weaknesses, opportunities and threats of company and at last it evaluates PESTLE analysis and Value chain in order to have competitive advantage concerning the core values of the company. 
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