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[bookmark: _Toc143800995]Introduction

In present day's extremely competitive business environment, effective strategic management is essential for the long-term success and sustainability of any organization (Boyles, 2022). This report aims to provide an understanding of how Volkswagen Group implements strategies to achieve its goals and maintain a competitive advantage. The report will begin with a brief overview of the company, highlighting its key products and services. Next, the report will delve into the business strategies of Volkswagen, including the company's strategic choices and strategies in action with appropriate strategic management frameworks, tools, and analysis studied during the course. These strategies will be analysed in terms of the alignment with the company's objectives, their effectiveness in the automobile industry, and their potential for sustainable growth. Furthermore, the report will explore the company's allocation of resources and capabilities. Additionally, the report will assess the company's competitive position in the market and analyse its strategic choices in response to industry dynamics and in response to the case study of sustainability and protection of the environment. Finally, the report will conclude with recommendations for enhancing the company's strategic business management principles aimed at improving the company's operational efficiency, and long-term sustainable growth prospects.
[bookmark: _Toc143800996]Company Background

Volkswagen Group it’s a major automobile manufacturer that was founded in 1937 and headquartered in Wolfsburg, Germany. The company is the largest automaker with production facilities in 31 countries from Europe, America, Asia, and Africa operating in various segments of the automotive industry, including passenger cars, commercial vehicles, motorcycles, and power engineering. Volkswagen also engages in financial services such as banking and insurance. Over the years, Volkswagen Group expanded and diversified its product portfolio through acquisitions and strategic partnerships, owning several renowned automotive brands, that include Volkswagen, Audi, Skoda, SEAT, Bugatti, Bentley, Lamborghini, Ducati, Porsche. (Volkswagen AG, 2022).

[bookmark: _Toc143800997]Business Strategy Framework

[bookmark: _Toc143800998]Definition of Strategy
Business strategy is a direction for long term of an organization, a determination of goals and objectives for long run, a choice of a set of different activities to gain competitive advantage and make effective decisions for an company (Johnson, et al., 2017).
The Strategy Framework consist of three components: strategic position, strategic choices, and strategy in action.
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Figure 1. Strategy Framework
Source: (Whittington, et al., 2020)
Strategic position includes the Macro-Environment Analysis. The Macro-Environment can be determined using the PESTEL framework which includes the following environmental factors: political, economic, social, technological, ecological, and legal. To understand the diverse industry categories and sectors and analyse how they are developing or changing in their process is used Porter’s Competitive Five Forces Framework, which include competitive rivalry, the threat of entry into the industry, the threat of substitutes of products/services, the power of buyers, and the power of suppliers (Whittington, et al., 2020).

Strategic choices identify what business strategy or business models should companies implement to proceed in their market. Around business strategy are following essential themes:
· cost leadership, differentiation, focus, and hybrid strategies (Generic competitive strategies)
· price and quality strategies (Interactive strategies) 
· value creation, value configuration, and value capture (Business models)
However, organisations may implement alternative corporate strategy options to diversify their direction of products and markets through Ansoff’s growth matrix framework illustrated below:
[image: ]
Figure 2. Corporate strategy directions
Source: (Johnson, et al., 2017).
Strategy in action is about assessing the performance of organisation, the evaluation of different strategic options, and the need for the implementation of new strategies (Whittington, et al., 2020). 






[bookmark: _Toc143800999]Business Strategies of Volkswagen

Volkswagen's key business strategies in recent five years have included:
- NEW AUTO strategy
- Cost-cutting initiatives to reduce production costs and improve profitability (Battery and Charging - Cell and Battery Strategy)
- Investments in electric vehicle (EV) technology, including the launch of new EVs and investments in EV charging infrastructure (Charging and Energy Services)
- A focus on digitalization and automation to streamline operations and improve efficiency
- Efforts to improve the company's sustainability performance, including investments in renewable energy and green mobility solutions taking into account the trends and the customer needs
- An ongoing shift from traditional business models (value creation, configuration, capture) to new mobility solutions, such as car-sharing and ride-hailing services (Volkswagen Group, 2022). 
[bookmark: _Toc143801000]Porter’s generic competitive strategies of Volkswagen

Volkswagen is a cost-competitive manufacturer maintaining low prices and high production volumes to achieve economies of scale. As key business strategies Volkswagen utilizes a combination of cost leadership and differentiation strategies. The company offer a wide range of vehicles at competitive prices, also differentiate itself through its investments, product and service innovation, new technology, and brand image. This approach allows them to appeal to a broader customer base while maintaining a competitive advantage.
[bookmark: _Toc143801001]Cost Leadership
Volkswagen focuses on achieving economies of scale and cost efficiencies through shared platforms and components across their brands (VW, Audi, SEAT, SKODA, etc.). They have implemented cost-cutting measures and operational efficiencies to improve profitability and reduce production costs. By leveraging its global supply chain and production facilities, Volkswagen achieve lower production costs compared to some of its competitors (Volkswagen Group, 2022). 
[bookmark: _Toc143801002]Differentiation
[bookmark: _Hlk143773393]Volkswagen differentiate its products through technological advancements, such as electric mobility and connected services. They invest heavily in research and development to develop cutting-edge technologies. To differentiate themselves from other brands, Volkswagen emphasize product quality, performance, and safety features. Volkswagen also focuses on building a strong brand image and reputation, differentiating itself with reliability, German engineering, and customer satisfaction (Volkswagen Group, 2022).
[bookmark: _Toc143801003]Corporate strategy of Volkswagen
Market penetration
Volkswagen has a strong global presence and is one of the world's largest automakers. Volkswagen has been very successful in terms of market penetration, and its global presence is a major competitive advantage.
Product development
Volkswagen has a strong focus on product development and innovation, which has allowed it to stay ahead of the competition in the automotive market. In the coming years Volkswagen plans to invest in electric vehicle (EV) technology. Also, the company is working on autonomous driving technology and other advanced technologies that are expected to shape the future of the new electric automotive industry (Volkswagen Group, 2022). 
Market development
This refers to Volkswagen's strategy for entering new markets such as China and India, which are expected to be major growth drivers for the automotive industry in the coming years, and expanding its customer base, including establishing joint ventures with local partners in emerging markets, investing in marketing and advertising. In addition, Volkswagen has developed new products that are tailored to the needs of specific markets. An example of this is the company's line of SUVs, which have been very successful in the US markets, where consumers have a strong preference for larger vehicles (Volkswagen Group, 2022). 


Diversification
Volkswagen has a diversified product portfolio, with a presence in almost every major automotive market. The company has invested in a range of different businesses and products over the years. In addition, Volkswagen owns companies in the financial services, logistics, and mobility services sectors such as ride-sharing and car-sharing services (Volkswagen Group, 2022). 
[bookmark: _Toc143801004]Resources and Capabilities

[bookmark: _Toc143801005]Definition of Resources and Capabilities

Two key concepts in strategic business management are resources and capabilities:
Resources refer to the assets, both tangible (buildings, machinery, inventory) and intangible (knowledge, patents, brand reputation, and customer relationships) that an organization possesses and uses to carry out its activities. Resources can be owned or leased by the organization and can be either financial (e.g., cash, capital) or non-financial (e.g., human capital, intellectual property) (Lynch, 2018).
Capabilities refer to the ability of organizations to utilize its resources effectively and achieve its strategic objectives. Also, represent the organization's capacity to perform certain activities or tasks and can include core competencies such as technological expertise, operational efficiency, marketing and sales capabilities, and strong supply chain management. Capabilities are critical for a firm's competitive advantage as they enable the organization to create value, differentiate itself from competitors, and meet customer needs better than rivals (Barney & Hasterly, 2019).






[bookmark: _Toc143801006]Resources and Capabilities of Volkswagen

For evaluating a company's resources and capabilities is used VRIO Framework, which stands for Value, Rarity, Imitability, and Organizational support (Whittington, et al., 2020). It's used to assess whether a company's resources and capabilities are valuable, rare, inimitable and organized to support the company’s strategy and give it a competitive advantage. Volkswagen's VRIO analysis would be quite positive, as the company has a strong resources and capabilities, such as its brand, manufacturing expertise, and relationships with suppliers. (Volkswagen Group, 2022).
There are a few resources and capabilities that have been particularly important for Volkswagen in recent years:
1. Volkswagen has a strong financial position, which has allowed it to make significant investments in new technologies and business models. 
2. Volkswagen has a strong brand and reputation, which has helped it to maintain customer loyalty and attract new customers. 
3. The company has a global manufacturing footprint and a skilled workforce, which has allowed it to produce high-quality vehicles at a low cost.
4. Volkswagen has a strong focus on innovation, which has allowed it to develop cutting-edge technologies and products.
5. Strong Brand Portfolio: Volkswagen owns several well-known automotive brands, including Volkswagen, Audi, SEAT, SKODA, Porsche, and Lamborghini. This allows them to cater to different market segments and customer preferences.
6. Volkswagen has a strong research and development (R&D) capability, which enables them to innovate and introduce advanced technologies in their vehicles. They invest significantly in R&D to develop electric mobility and autonomous driving technologies (digitalization). 
7. Volkswagen has a well-established Global Supply Chain Network and Procurement that allows efficient sourcing and distribution of components to support its manufacturing operations (e.g. decarbonizing from 60% to 85%). Their procurement capabilities enable them to establish strategic partnerships and negotiate favorable terms with suppliers and maintain cost efficiencies for their vehicles (Volkswagen Group, 2022).
	Resources: What we have
	Types of Resources and Capabilities
	Capabilities: what we do

	
-Global manufacturing footprint
-Distribution and sale network
	Physical
	-Develop cutting-edge technologies and products
-Produce high-quality vehicles

	-Strong financial position
-Large amount of cash
-Access to capital markets
	Financial
	-Flexibility
-Investment in new products, technologies and business model
-Product at low cost


	- Strong brand portfolio and reputation
- Large skilled workforce
	Human
	-Maintain customer loyalty -Attract new customers



Table 1. Resources and Capabilities of Volkswagen
[bookmark: _Toc143801007]Alignment of Resources and Capabilities with Business Strategies

SWOT Analysis can help summarize the issues arising from the analysis of resources and capabilities (Strengths, Weaknesses) and the analysis of business environment (Opportunities, Threats) to gain and overall framework of business strategies of organizations (Whittington, et al., 2020).
One strengths of Volkswahen is its strong financial position. The company is well-capitalized and has a good cash flow. Another strength is its global reach. Volkswagen has operations in more than 150 countries, which gives it access to a large and diverse customer base. Another strength is the company’s experience in the automotive industry. It has been in the business for over 80 years and has learned a lot about what customers want and need.
One weaknesses of Volkswagen is the negative impact of the emissions scandal of 2015. The company’s reputation was damaged and it had to pay billions of dollars in fines. This has had a long-lasting impact on the company’s performance (BBC News, 2022). 
One opportunities for the company is the trend towards electric vehicles aligning its resources and capabilities to this strategic focus. This is a growing market, and Volkswagen is well-positioned to take advantage of it with its investments in electric vehicle technology. Another opportunity for Volkswagen is the emerging markets in Asia and Latin America. These regions are growing rapidly and represent a huge potential market for the company. The challenge for Volkswagen is to tailor its products and services to the needs of these markets, which can be very different from those in Europe and North America. In addition, Volkswagen considers the Chinese market crucial and has strategically aligned its resources to strengthen its position in this region. They have invested heavily in manufacturing facilities, joint ventures, and product development specific to the preferences and requirements of the Chinese market (Volkswagen Group, 2022). 
One of the biggest threats is the competition from other car manufacturers, such as Toyota and Tesla. These companies are also investing heavily in electric vehicles and autonomous driving technology, which could put pressure on Volkswagen. Another threat is the increasing regulation of the automotive industry. Volkswagen has recognized the importance of digital transformation and is investing in software development and connected services. They are building partnerships with tech companies like Microsoft and focus on enhancing their digital capabilities. Their R&D capabilities and technological expertise enable them to align resources with this strategic priority.
Overall, Volkswagen has effectively aligned its resources, such as its manufacturing infrastructure, brand portfolio, R&D capabilities, and supply chain, to support its business strategies in electric mobility, digitalization, and expansion in the new market.




[bookmark: _Toc143801008]The sustainable and environmental competitive advantage of Volkswagen

Sustainability means maintaining perfect the environment, for the social and economic systems with long-term viability at global, regional, and local levels ( Volkswagen Group, 2023). 

[bookmark: _Toc143801009][bookmark: _Hlk143790357]Evaluation of strategies 

Volkswagen has made significant progress in recent years in becoming more competitive by implementing measures to improve sustainability in their manufacturing processes, reducing the carbon emissions and focusing on resources and capabilities efficiency to reduce negative environmental impact. The company invested in the development of electric vehicles, which have zero emissions and are powered by renewable energy (Volkswagen Group, 2023). 
Suitability, acceptability and feasibility criteria will help to evaluate the organisational performance and different strategies implemented by Volkswagen (Whittington, et al., 2020). Suitability criterion asks whether the strategy fits with Volkswagen's goals and capabilities. The acceptability criterion asks whether Volkswagen's stakeholders will support the strategy. And the feasibility criterion asks whether Volkswagen has the resources to implement the strategies.
Suitability - In the case of Volkswagen's strategy to invest in electric vehicles, we can see that this strategy is definitely aligned with the company's goals of reducing emissions and improving its environmental performance. It also fits with Volkswagen's capabilities, as the company has the engineering expertise and financial resources to develop electric vehicles. So, we can say that the strategy is suitable for Volkswagen. 
Acceptability - Volkswagen's stakeholders include customers, employees, shareholders, and government regulators. The company's strategy to invest in electric vehicles is likely to be acceptable to customers, as they are increasingly interested in electric vehicles. It's also acceptable to employees, as it creates new job opportunities and helps the company adapt to the changing automotive industry. 
Feasibility - one challenge is the availability of raw materials (lithium, cobalt) used for electric vehicle batteries, as they are in high demand and may be subject to supply shortages. This could potentially limit Volkswagen's ability to produce enough electric vehicles to meet demand. Another challenge is the need for a robust charging infrastructure. Volkswagen will need to work with governments and other partners to build a network of charging stations. This will require a significant investment and may take time to complete.
Through these evaluation criteria, is means that Volkswagen’s strategy is likely to be successful in demonstrating its commitment to sustainability and environmental responsibility. 
[bookmark: _Toc143801010]Recommendations to develop a further competitive advantage

Volkswagen has made a lot of progress in aligning its resources and capabilities with its business strategies, while also taking sustainability and the environment into consideration. However, there is still room for improvement. To further improve its competitive position, Volkswagen could continue invest more in research and development in electric vehicle, by improving its processes and operations to reduce costs and increase efficiency, to ensure that it remains a leader in the field of green mobility. The company could invest in emerging markets like Asia and Latin America, which present a huge opportunity for growth. At the same time, Volkswagen could work on improving its reputation and trust among consumers, which could help mitigate the threat of competition. To leverage its strengths and to overcome its weaknesses, Volkswagen could invest even more in autonomous driving technology to take advantage of its engineering capabilities and global reach. It could also use its strong financial position to weather the negative impact of the emissions scandal.








[bookmark: _Toc143801011]Conclusion

In recent years, Volkswagen Group has faced challenges related to the "Dieselgate" scandal, where the company admitted to installing software in its diesel vehicles to cheat emissions tests. This scandal resulted in large financial losses and damaged the company's reputation. In response, Volkswagen has been working on transitioning to electric and hybrid vehicles as a part of its commitment to becoming a more sustainable and environmentally friendly automaker. Despite the challenges, the Volkswagen Group remains one of the leading players in the global automotive industry. The company continues to innovate and invest in new technologies to shape the future of mobility. In conclusion, in strategic business management, it is essential to effectively assess and leverage an organization's resources and capabilities to align with its overall strategic direction. This involves identifying and understanding the strengths and weaknesses of the resources and capabilities, as well as identifying opportunities and threats in the external environment. Thus, by leveraging its resources and capabilities strategically, Volkswagen can gain a sustainable competitive advantage and achieve its goals.
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