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[bookmark: _Toc225386527]Executive Summary
[bookmark: _Hlk224944088]The report critically evaluates the strategic position of Volkswagen, which is one of the most popular brands in the automobile industry and has a wide range of brands. By investing in electric vehicle technology, the company has begun to develop towards zero emissions and electric vehicles. The report includes external and internal analysis of the company to highlight the factors that need attention. Driven by the new business model and autonomous driving, the industry is turning to electric vehicles, and its advantages and disadvantages are determined through analysis to understand how the company can strengthen its capabilities and overcome its disadvantages. However, it can be seen from the analysis that Volkswagen is facing the challenges of capital gaps, regulatory restrictions and geopolitical tensions affecting its operational activities.

[bookmark: _Toc225386528]1.Introduction
Volkswagen is one of the largest automakers in the world, headquartered in Wolfsburg, Germany, and its business scope covers 150 countries around the world (Volkswagen, 2026). Nowadays, the automobile industry is also changing, and many automobile brands are developing in the direction of electric vehicles and autonomous driving (Zhang and Kamargianni, 2023). In order to keep up with them, Volkswagen has also begun to invest a lot of money in the research and development of electric vehicles and new technologies, with the goal of achieving zero emissions and autonomous driving. But at the same time, the public also faces many difficulties. From the internal environment, there is instability in the supply chain and competition from other car brands. In terms of the external environment, we have to face the government's environmental regulations and trade policies (Volkswagen, 2025). Therefore, the strategic analysis of the public becomes very important, so as to recognize the advantages and disadvantages of the public and external challenges, and help the company make better decisions about changes in the industry. This report will analyze the competitive environment of the public and put forward relevant suggestions to help its sustainable development.

[bookmark: _Toc225386529]2.External Analysis
[bookmark: _Toc225386530]2.1PESTEL Analysis
Political & Legal
At present, the impact of policy orientation on Volkswagen is very direct. European governments are vigorously promoting the popularization of electric vehicles as the main measure to reduce carbon emissions (Visavadia, 2026). In addition, the strict EU emission standards have also pushed car manufacturers to accelerate their transformation, which means that Volkswagen needs to accelerate their transformation, otherwise they may face the double pressure of market access restrictions and rising compliance costs (ACEA, 2019). The EU's policies provide a clear direction for Volkswagen's electrification, but on the other hand, the unstable geopolitical situation and tariff policies have also increased the operating costs of enterprises and increased the uncertainty of Volkswagen in key markets such as China and North America (Cenizo, 2026). This policy differentiation requires the public to adopt differentiated coping strategies in different markets.
Economic
At the economic level, the public faces the dual challenges of supply chain and market demand. Supply chain interruptions such as semiconductor shortages directly affect the progress of production and the economic contribution of the company (Burkacky et al., 2022). Secondly, rising inflation and potential economic recession have weakened consumers' purchasing power, causing people to be more cautious when buying new cars. Economic pressure has forced Volkswagen to seek a balance between controlling costs and ensuring investment in research and development.
Social
Changes in social concepts are changing the automobile market. With the enhancement of environmental awareness, more and more customers tend to choose electrified products in order to reduce their "carbon footprint" (Lashari et al., 2021). However, consumers' enthusiasm is also limited by some practical factors, such as the high retail price of electric vehicles, inadequate charging infrastructure, and concerns about battery range, which are still social factors that hinder the popularization of Volkswagen. Volkswagen needs to dilute costs by expanding its production scale, otherwise, when competing with native electric vehicle enterprises such as Tesla, the profit margin may be crushed, thus facing financial risks.
Technological
The emergence of technologies such as digital connection, autonomous driving and advanced fuel cells is fundamentally changing the automobile industry (Satpathy et al., 2025). For the public, technological progress is both an opportunity and a challenge. On the one hand, these innovations provide new growth points; on the other hand, the intensification of technology competition also means that the competitive environment has become more fierce, and companies must continue to invest in research and development to maintain the lead. If core capabilities that are independently controllable cannot be generated in these emerging fields, the original scale and brand advantages will also be weakened. Volkswagen's investment in research and development should not only aim for leadership but also build technological assets that are difficult to imitate.
Environmental 
Volkswagen must strictly benchmark the global goal of reducing carbon emissions, and the EU climate law stipulates the goal of achieving zero room temperature gas emissions by 2050 (European Union, 2026). This environmental pressure comes not only from legal constraints, but also from the global general demand for sustainable development, which requires the public to achieve greening throughout the production and product life cycle.

[bookmark: _Toc225386531]2.2Porter Five Forces Analysis
	Bargaining Power of Suppliers
	High
	Volkswagen will rely heavily on the supply of external suppliers when manufacturing batteries and other key parts (Fedotov, 2022). However, this dependence brings risks, such as supplier price increases or supply interruptions. In order to reduce these uncertainties, Volkswagen began to increase the proportion of internal production. By producing parts by yourself, you can better control costs and ensure the stability of the production line.

	Bargaining Power of Customers
	High
	In the current car market, consumers have diversified choices, which will directly affect their car purchase expectations and priorities (McKinsey, 2025). The conversion cost of switching between different brands is low for customers, so they can pursue the best choice by comparing the configuration and prices of different brands.

	Competitive Rivalry
	High
	Leading enterprises such as Tesla and General Motors have invested on a large scale. It is constantly optimizing the product performance and infrastructure of its electric vehicles (Fedotov, 2022). They have the economic strength to support research and development and enrich the consumer experience by improving technology, which increases the pressure on Volkswagen.

	Threat of Substitute
	High
	For cost-conscious consumers, there are not only a variety of cars to consider in the market, but also more economical public transportation facilities to travel. Or continue to choose traditional fuel vehicles with low maintenance costs (Fedotov, 2022). These alternatives pose a challenge to Volkswagen because they provide more attractive travel options for budgeted families.

	Threat of New Entrants
	Moderate
	In recent years, China's emerging automobile brands, such as Nio and BYD, have entered the market with highly competitive electric vehicle products, posing a substantial threat to Volkswagen. Although automobile manufacturing is a high-threshold industry, they have the ability to compete with the public by taking advantage of cost advantages and localization technology innovation.



[bookmark: _Toc225386532]2.3Key economic trends
From the above analysis, it can be seen that rising inflation, cheaper transportation options and the popularity of affordable electric vehicles are deeply affecting Volkswagen's strategy. In response to the current situation of lack of infrastructure, Volkswagen has adopted a vertically integrated supply chain to reduce its dependence on suppliers (Naor et al., 2021). In addition, the implementation of various regulations, environmental protection standards and tariffs hinders Volkswagen's business operations (Cenizo, 2026). Obviously, Volkswagen operates in a highly uncertain and regulatory-driven market environment, which requires strategic flexibility. Companies need to change their operating processes to adapt to volatile factors.

[bookmark: _Toc225386533]3.Internal Analysis
[bookmark: _Toc225386534]3.1Resour-Based View of Volkswagen
From the perspective of RBV, Volkswagen's advantage comes from the combination of its tangible resources and intangible assets. Tanging resources include strong research and development strength, innovative technology integration capabilities, autonomous driving technology and vertically integrated supply chains. The company invested $21.8 billion in research and development to strengthen its innovation capabilities, and the huge investment in research and development has formed an inimitable capital threshold (Volkswagen, 2024). Its core competitiveness lies in its ability to combine traditional manufacturing experience with a digital platform. This path dependence and high organizational complexity make it difficult for competitors to fully replicate in the short term. In addition, Volkswagen also launched self-driving cars to compete with brands such as Tesla (Ash and Inagaki, 2026). Although these capabilities are not rare or imitable, not all car brands use autonomous driving technology in electric vehicles, which is also a valuable source of competition, but it is necessary to be wary of the strategic backwardness caused by the renewal of technology. In terms of intangible assets, Volkswagen has established consumer trust around the world with its extensive brand portfolio and market reputation, which has enhanced customer stickiness and gained advantages. Although the diesel door incident will affect the reputation of the enterprise, Volkswagen's electric vehicle sales in Europe have surpassed Tesla (Raymunt, 2025). However, although these resources are valuable and scarce, Volkswagen also has a strong manufacturing capacity, but considering Tesla's accumulated capabilities over the years, and Chinese car brands are also weakening Volkswagen's advantages step by step through cost control and localized production, these advantages are still facing the same model to a certain extent the challenge of imitation.
[bookmark: _Toc225386535]3.2Value Chain Analysis
Under major activities, Volkswagen has established a strong cooperative relationship with global suppliers to obtain raw materials, but this dependence also leads to vulnerability in the event of supply chain interruption (Volkswagen, 2024). The external procurement of core components will not only weaken the cost bargaining power, but also directly threaten the stability of production when the supply chain fluctuates. Although Volkswagen has been operating efficiently, the transformation to electric vehicles requires changes in strategy and operation. According to a report by Forbes (2025), Volkswagen believes that vertical integration is the key to the success of electric vehicle enterprises, so it has begun to build a vertically integrated supply chain and independently develop high-quality batteries. However, this transformation requires a large amount of capital investment and a long cycle of effect, and it is still impossible to get rid of external dependence in the short term. In outbound logistics, the company has adopted a sustainability-oriented strategy, such as transporting vehicles on low-emission liquified natural gas ships, which is not only a reflection of social responsibility, but also a strategic measure to optimize operational efficiency and help reduce long-term carbon tax costs (Hoffbauer, 2021). However, this advantage is easy to be copied by competitors and difficult to constitute a lasting competitive barrier. In addition, Volkswagen's R&D investment is considerable, and it will continue to invest in R&D to reshape mobility, technology and innovation awareness (Kulawik, 2025). However, the strategic value of Volkswagen's innovation activities has not been fully reflected in the differentiated competitiveness, and autonomous driving technology is still in the catch-up stage, which limits the value-added effect of research and development investment on the value chain. In general, Volkswagen is trying to solve the operational vulnerability in the electrification transformation by strengthening strategic control over the key nodes of the value chain. This process will face huge financial pressure, but it will greatly help to get rid of external dependence and maintain a competitive position.
[bookmark: _Toc225386536]3.3SWOT Analysis
Strengths
Volkswagen's competitive advantage is mainly reflected in its financial capacity, brand reputation and industrial chain integration. First of all, the company's sales revenue intuitively reflects its financial capacity (Volkswagen, 2025). With a wide product portfolio, it has also established a high brand awareness and reputation in the market. And through the integration of the value chain, the management of core links has been effectively strengthened and the foundation for maintaining competitive advantages has been laid (Volkswagen, 2024).
Weaknesses
Volkswagen will face a capital gap in the process of electric vehicle transformation, which will affect the overall pace of progress (Taylor, 2025). And due to the relatively low profit margin in the field of electric vehicles, Volkswagen is facing the great challenge of improving profitability while realizing the transformation of business model (Winton, 2025).
Opportunities
In terms of opportunities, with the development and popularization of electric vehicles, Volkswagen can take advantage of customers' growing demand for electric vehicles to further stabilize its market position. With strong research and development capabilities, we can also develop unique functions with differentiation, which can better meet the various needs of consumers and gain advantages in the competition.
Threats
Among the threats faced by Volkswagen, the intensification of market competition is particularly obvious, especially the competition of Tesla and other automobile enterprises. In addition, the launch of cost-effective tram products from Chinese-made car brands such as BYD and Nio provides more competitive products and poses a threat to Volkswagen's advantage in the global market.

[bookmark: _Toc225386537]4.Strategy Formulation and Competitive Positioning
In terms of competitive positioning, Volkswagen Group has realized the combination of differentiation strategy and cost leadership strategy through diversified brand portfolio. According to Porter's general model, Volkswagen provides differentiated value for different market segments, focusing on high-quality functions and driving experience to improve customers' quality feeling and comfort (Freppert et al., 2024). Although Tesla poses a strong challenge in the field of electric vehicles with advanced software, digital ecosystem and battery performance (Ghosh, 2021), Volkswagen is trying to reposition itself through technological innovation to strengthen its advantages. In addition, in order to cope with the cost pressure brought about by electrification and automation, Volkswagen has also implemented a cost reduction plan to optimize the operation and manufacturing process (Volkswagen, 2024) and balance the price while ensuring product performance, so as to attract potential customers in the fierce market competition.
Based on the Ansoff matrix, Volkswagen has adopted a comprehensive growth strategy of product development and market penetration. By launching ID series electric vehicles and hybrid products on the basis of traditional fuel vehicles, Volkswagen has continuously optimized its product portfolio to meet the growing demand of Europe and other markets (Volkswagen, 2024). Despite the challenges of high cost and low profit margins in electrification, Volkswagen is still trying to reduce operating costs and seize market share by expanding the scale.
In addition, due to the huge cost of transformation, Volkswagen chose to merge with LOGPAY Transportation to use partners and mergers and acquisitions to fill the technology and capital gap (Pirlich et al., 2025). Such cooperation can effectively fill the gap caused by capital constraints (Taylor, 2025), but excessive reliance on external partners may also increase the cost of cooperation.

[bookmark: _Toc225386538]5.Sustainability and Strategic Recommendations
After the diesel door scandal, Volkswagen put sustainability at the core, aiming to reshape brand credibility and reduce the environmental impact of the entire value chain (Volkswagen, 2024). Their Zero Ipact Factory initiative aims to minimize environmental impact by 37.5% by 2030 and 68.8% by 2040. And achieve net zero emissions in 2050 (Volkswagen, 2024). However, despite these actions, battery production and carbon-intensive supply chains have raised questions about sustainability and ethics. Therefore, it is recommended that Volkswagen adopt a more comprehensive approach to invest in battery production and reduce environmental footprint (Kell, 2022). And use renewable energy and strictly abide by sustainable standards to build the trust of stakeholders.
[bookmark: _Toc225386539]6.Conclusion
In summary, this report deeply analyses the strategic position of Volkswagen under the background of electric vehicle transformation, autonomous driving technology and business model reshaping. It can be seen that Volkswagen is facing a variety of influences of technology, politics, laws and regulations and competitors' fierce competition in the market. However, Volkswagen's own financial resources and diversified product portfolio also show its strong market competitiveness. Although the transformation of electric vehicles will face many problems, the company is also trying to strengthen sustainability initiatives. Therefore, strategic management plays an irreplaceable role in dealing with industry uncertainty. It enables enterprises to flexibly adjust their direction to ensure that their own development is in line with the goal of sustainability. In the current global environment focusing on green development, Volkswagen must constantly adapt to this competitive environment with sustainability as the core in order to maintain a long-term advantage in the future automobile industry. And although Volkswagen has advantages in terms of scale and brand, its transformation still faces significant challenges in the face of Tesla's technological leadership and the cost competition of Chinese car brands.
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