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[bookmark: _Toc109839068]Introduction 
The following report will discuss the business strategies of Volkswagen that they have implemented in the past five years to be more efficient in the market. It is a German company which specialises in vehicle manufacturing. This is one of the leading brands all over the world that has been operating for 85 years. They faced some issues in the year 2015 when the high court settled an amount of £193 million to give to the drivers in England and Wales. It was seen that they have installed a device that was suitable for the EU pollution standards. However, the 'defeat devices' were not performing as desired and also emitting nearly 40 times more than usual. Therefore, they apologized to 90,000 drivers in those regions in the hope of regaining trust. In the UK, almost 1.2 million cars were affected by this device. Based on this scenario, the business strategies that Volkswagen has made over the last five years will be discussed in this report. These strategies will be described with the help of some frameworks to understand the reason for using them. Moreover, for making the strategies work, the capabilities and resources they have will also be elaborated on here. The reports will further discuss their sustainability plan for being more competitive. Lastly, recommendations will be given that would help them to be more competitive in the UK market.


[bookmark: _Toc109839069]Business Strategy of Volkswagen
The implementation of the formulated goals that a company does for being more competitive in their target market is known as a business strategy. Volkswagen has also used some nosiness strategies that have been helpful for them to recover from the loss they faced during the time of ‘dieselgate’ scandal. The strategies that the company have been using in the last 5 years are made in order to establish its position in the market. Therefore, it can also be determined using Porter's generic strategies, whether it has made them more profitable than the industry standards (Yuan et al., 2020).  
Porter’s Generic Strategies
This model is used by the companies in order to know how they can operate in the market to grow their market share. Through this framework, Volkswagen's behaviour with their products can be evaluated and how they have changed their product specifications in order to perform above the industry standards will be known by this. Thus, the business strategy they have been using for the last five years is discussed below. 
Cost Leadership: The companies that follow this strategy desire to deliver the most low-cost products. They focus on reducing the cost of their products or services by ensuring that they have profited from the price range. This strategy is made for a broader market and after lowering the cost companies can invest the shareholder value in some other parts of the business. For implementing this, companies need to know the competency in their processes, technological advancements of the company, skills, and expertise of the members, and more which can help them to make the business processes more efficient and they can lower the cost. Volkswagen used to implement this strategy for reducing its prices. They concentrated on 'Group Sales Structure' which they used to promote the independence of their subsidiary brands (Volkswagen, 2022). They focused on increasing sales volume and also the market share by cutting expenses in their separate sales strategies. They aimed to manage 20 markets by doing wholesale business by the Group companies which somehow failed. For this reason, they launched a new sales structure in Europe in the year 2020 which is more of a digitalised structure (MotoringMatters, 2020). 

Cost Focus: This strategy focuses on a niche market and reduces the cost based on that market's needs. In this strategy, the companies concentrate on a specific industry or a region and make themselves effective for the market. Based on market trends, the cost of the products or services is lowered to be competitive in the market. They consider knowing how big the market is so that they can make the price range properly. It is also known by the companies whether they can maintain the quality of the products better than the rival products in that price range. When operating in the UK, Volkswagen has previously used the strategy of increasing their efficiency by 30% without compromising their media spend of £1.3bn. However, by focusing on a niche market, the quality did not improve by cutting costs, and the desired success was not achieved. Therefore, they have used it (Hammett, 2018). Therefore, they have been using a psychological pricing strategy now that influences their customers in their shopping habits and makes more sales. Their customers are willing to purchase the products despite premium pricing because of the brand name and quality which increased their sales (Yu, 2021).
Differentiation Focus: The differentiation focus strategy is known as the approach that companies use to make some modifications to their products or services based on the demands and needs of their niche market. Here also the size of the market needs to be known and it is also important to understand if the market accepts differentiation. Other than that, the companies must know if the new features would be useful to the customers and if they would be profitable for them. Here they can have the options of cross-selling in the markets, adding new services, and changing the customers or the entire market as it only focuses on the target market. The problem they have faced due to the ‘diesel gate scandal affected their profit margin. The operating profit was declining to nearly £3.42 billion which was a huge loss (Carlier, 2022). However, they have been implementing some strategies in the last five years for increasing their sales. Volkswagen has launched its TRANSFORM 2025+ strategy. With this business strategy, they have been able to realign themselves. Other than that, through Strategy 2018, they have aimed to increase their sales by inserting some intelligent innovations in their products. In this way, they have been able to sustain their position in the market and their operating profit grew in the year 2021 to nearly £16.205 billion (Volkswagenag, 2022).
Differentiation Leadership: The companies that follow this strategy are the ones that target a broad market and make some unique changes in their products or services. This can be done by the full diversity of a product or by adding features to the main product. Market analysis is necessary for this strategy to know how developed the market is. It is also important for the companies to know if there has been any innovation introduced by other companies and how those were accepted. The company's internal capability along with the details about competitors should be known. In this way, they can compete in a broader market with their unique products. Volkswagen focuses on growing the market share of electric vehicles. Alon with that, they are now trying to promote the use of Mobility as a Service (MaaS) and autonomous technology. Their new addition to the product range has been highly profitable for them as in 2021 they have planned to launch 4 new autonomous shuttles by the year 2025 (RAMEY, 2021).
[bookmark: _Toc109839070]Resources and Capabilities of Volkswagen
Volkswagen is one of the leading vehicle manufacturers in the world and they have made their brand acknowledged through their business operations. In doing this, they have evaluated the resources they have and made them more compatible with the market. Other than that, the capabilities of the company have also evolved in order to be more efficient. Therefore, the internal capabilities and resources of Volkswagen have been described below with the help of VRIO analysis (Christmas, 2021).
VRIO Analysis
	 
	Value
	Rare
	Imitable
	Organised
	Sustainability

	Human Resources
	✓
	✓
	x
	✓
	Unused Competitive Advantage

	Material Resources
	✓
	✓
	✓
	✓
	Long-term Competitive Advantage

	Financial Resources
	✓
	x
	✓
	✓
	Unused Competitive Advantage

	Non-Material Resources
	✓
	✓
	✓
	✓
	Long-term Competitive Advantage


Table 1: VRIO Analysis of Volkswagen
Source: (Volkswagen group, 2021)
Human Resources: The human resources of Volkswagen like their employee count, the skills and knowledge of the employees and workers are moderately good. The employee count in the year 2017 was 637,000 which has been increasing since then. In the year 2020, the count was reduced to 665,000 which decreased from the previous year due to the pandemic. However, it has increased in 2021 to nearly 668,000 (Carlier, 2022). The employees are well-trained and they have the required skills to make the company more efficient. Thus, human resources have value and they are also rare and organised in their job. However, in the UK there are almost 910 employees of Volkswagen whereas Jaguar Land Rover has 840 employees who are equally competent which makes the company's human resources not imitable (Apollo, 2022). Thus, they would have an unused competitive advantage in order to fulfill the business goals.
Material Resources: The materialistic resources of Volkswagen have improved in the last five years. They have included many new aspects in their cars which helped them to be more efficient for their customers. Some of the innovations that have made the Volkswagen cars more useful for people are parking assistance, Cylinder Deactivation, Gesture Control, DSG Gearboxes, the e-Remote and Car-Net, and more. Their facilities, machinery and other materialistic resources have a huge value in the market. Moreover, these resources are not imitable and are also very rare as they have been used in an organised way. This has helped them in having a long-term competitive advantage in their market (Inchcape, 2022). 
Financial Resources: Financial resources are the monetary assets of a company like its shares, money, bonds with others, and more. Volkswagen has been operating in the UK since the year 1953 and since then they have established a secure market in the country (Volkswagen, 2022). The revenue that the company has generated in the UK is nearly £228 million. In the year 2020, it was seen that the market share of Volkswagen in the UK market was 11.78% (Statista, 2022). Thus, their financial resources have an immense value in the company's success as they have organised their financial resources effectively. It has been also seen that the resources are rare as in the UK as till June 2022 the market share of the company has been 8.3% whereas shares of its competitors like Vauxhall, Ford, and BMW are 7.1%, 7%, and 6.7% respectively. However, it can be said that this is imitable by their competitors which gives them an unused competitive edge (Marklines, 2022).
Non-Material Resources: These are the assets of the company with which it can generate a brand image in the market like intellectual property, brand name, patents, and more. Volkswagen is a very reputed company that has been operating since the year 1937. Since then, they have created a good position in the market. The brand name is well-established in the UK market also as there are nearly 360,454 cars registered in the year 2021 which increased their customer base. Therefore, non-materialistic resources are very much valued and organised. Other than that, these are quite rare and not imitable. Therefore, this gives a long-term competitive advantage to Volkswagen (Volkswagengroup, 2021). 
[bookmark: _Toc109839071]Volkswagen’s Consideration of Sustainability and Environment to be Competitive
Volkswagen has been bringing innovative ideas to their business processes and also in their vehicles. After the ‘diesel gate’ scandal, they have been trying to align their business as a sustainable one that is also environmentally friendly. Therefore, the way these innovations can help them to be sustainable in the market by utilising some approaches that are good for the environment is shown below using Porter's Five Forces Model.
Porter’s Five Forces Model 
Competition in the industry: Volkswagen has founded almost 85 years ago and they have established a loyal customer base all over the world. In the UK, they also have a good amount of market share. In the year 2018, they started a strategy named 'TOGETHER - Strategy 2025' in which they determined to become a role for the safety, protection of environment and integrity, have competitive profit and excellent employer and employees. The main competitors of the company are Vauxhall, Ford, and BMW. However, this has helped them to stay competitive in the UK in the year 2020 where it was in the second position with 148,338 units sold in the year which made the competition low to medium (Statista, 2022).
Potential of new entrants into the industry: The companies that are entering the market might not have the strength in their customer base. Volkswagen is a well-known brand that has a loyal customer base. They have also started to use new strategies in their CSR activities. Their main goal is decarbonisation, maintaining their ESG performance, and having zero-emission mobility solutions. Therefore, through these strategies, the company can be competitive and the threat of new entrants is low (Volkswagen, 2022).
Power of suppliers: Suppliers are an important part of a business and Volkswagen also has several suppliers based in different parts of the world. In the year 2018, the locations of their production of commercial vehicles, passenger cars, and motorcycles were 123 which has become 120 in the year 2022 (Volkswagen, 2018). This gas made the power of suppliers high for the company (Volkswagen, 2022).
Power of customers: Volkswagen has a number of loyal customers which helps them to be competitive in the market. 9,305,372 vehicles were delivered in the year 2020 and increased their profit margin. They have also changed their product features based on the customers they have created a 'New Auto' strategy that will run till the year 2030 and in this, they have focused on a software-driven vehicle. Therefore, the power of customers is also high for Volkswagen (Attwood, 2021).
The threat of substitute products: Volkswagen has been innovating their vehicles according to their United Nations Sustainability Development Goals (UN SDGs) of 2018 which is to make their products more environment-friendly. Therefore, there are no substitute products in the market that are following this which made the threat of the substitute products low for Volkswagen. 
[bookmark: _Toc109839072]Recommendations for being More Competitive 
It is recommended to the top management of Volkswagen to focus more on electric vehicles in all of their categories. Electric vehicles are the ones which are run using electric motors and do not have an internal combustion engine. Although the production cost is higher than a regular car, it has a lot of advantages. The cars produce less air pollution and also the rate of noise pollution is lower than the petrol-driven cars. The demand for electric vehicles has been increasing day by day. In the year 2021, the sales of electric doubled to 6.6 million. In this way, they can become more environmentally friendly, their CSR activities will be much better and they can attract more people to their business (IEA. 2022).


[bookmark: _Toc109839073]Conclusion 
The above report has discussed the changes Volkswagen made in their operations and also in the vehicles in the last five years. The processes they used earlier and the reason for changing those processes have also been mentioned in the report. Further, using some models these changes have been elaborated. The business strategy of the company has been discussed using Porter's generic strategies where the changes in strategies over the last five years have been known. Along with that, the internal competency and its changes have been described by VRIO analysis and changes in sustainability plan have been explained through Porter's Five Forces Model to know their competitiveness. The report has lastly provided some suggestions to the management for Volkswagen for helping them to be more competitive.
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