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[bookmark: _Toc129556710]Introduction
Volkswagen is a leading global automobile manufacturer based in Germany. The company has been in operation since 1937 and has established a strong brand reputation in the automotive industry. However, VW was embroiled in a major scandal in 2015, which severely damaged its reputation and credibility. VW faced litigation in several countries and has paid out over €30bn (£26bn) in fines, compensation, civil settlements and buyback schemes for scandal. This report will analyze Volkswagen's competitive environment by identifying its key business strategies over the past five years, evaluating its resources and capabilities, and assessing its sustainability practices. It will also make recommendations on how the organization can develop competitive advantages in the future.
[bookmark: _Toc129556711]Key Business Strategies of VW over the Past Five Years
Volkswagen (VW) has faced a number of challenges and controversies over the past five years, particularly in relation to the "dieselgate" scandal, which has had a significant impact on the company's business strategies. Despite these challenges, VW has continued to pursue a number of key strategies in order to maintain its position as one of the world's leading car manufacturers. The key business strategies of VW over the past five years can be summarized as follows:  VW has been investing heavily in the development of electric vehicles as part of its long-term strategy to become a leader in the EV market. The company has committed to investing around $100 billion in EV technology and plans to increase the sales of EV by 25% (Valdes-Dapena, 2021). VW has been undergoing a digital transformation to improve its operations and customer experience. The company has been investing in digital technologies, such as Artificial Intelligence (AI) and software based cars (Volkswagen Newsroom, 2022). To enhance its production processes and make its cars more connected. Following the emissions scandal in 2015, VW has been implementing cost-cutting measures 3.4b dollar to improve its financial performance (Reuters, 2018). These measures include reducing its workforce and streamlining its operations.
The pursuit of these strategies can be explained using the Ansoff Matrix and Porter's Five Forces framework. The Ansoff Matrix is a strategic planning tool that helps organizations determine their product and market growth strategy. The matrix consists of four strategies: market penetration, market development, product development, and diversification. VW's EV strategy falls under the product development strategy of the Ansoff Matrix. The company is developing new products (i.e., electric vehicles) to penetrate existing markets (i.e., the automotive industry). This strategy is aimed at capturing a larger share of the automotive market by differentiating itself from competitors and meeting the changing demands of consumers for sustainable and eco-friendly vehicles. VW's cost-cutting measures can be explained using both the Ansoff Matrix and Porter's Five Forces framework. The cost-cutting measures are aimed at reducing costs to improve VW's financial performance, which is critical for the company's survival. The cost-cutting measures fall under the market penetration strategy of the Ansoff Matrix, as the company is seeking to increase its market share in existing markets by reducing costs and improving efficiency. The measures also address the competitive rivalry force of Porter's Five Forces framework by improving VW's cost structure and making it more competitive in the market.
[bookmark: _Toc129556712]Porter's Five Forces
VW's digital transformation strategy can be explained using Porter's Five Forces framework, which helps organizations analyze their competitive environment. The framework consists of five forces: competitive rivalry, supplier power, buyer power, threat of substitutes, and threat of new entrants. Volkswagen operates in a highly competitive market, with numerous rivals such as Toyota, General Motors, and Ford. To remain competitive, Volkswagen has focused on improving its production processes and reducing costs through the use of digital technologies. Volkswagen depends on numerous partners to make its production smooth. Volkswagen has focused on creating a more personalized and convenient customer experience to enhance customer loyalty and reduce the risk of losing customers to rivals. Volkswagen has focused on creating new revenue streams and business models through innovative technologies. Its connected car technology can enable the company to offer new services.  Volkswagen has invested heavily in electric and autonomous technology, positioning itself for success in the future to the new market.
[bookmark: _Toc129556713]Resources and Capabilities of Volkswagen
In the past five years, the company has demonstrated significant resources and capabilities in various areas that have supported its business strategies.
[bookmark: _Toc129556714]Resources
Financial Resources: In 2021, Volkswagen Group generated revenue of €250.2 billion, an increase of 12.3% compared to the previous year (Volkswagen, 2022). The company's net income from ales for 2020 was €222.9 billion, down of 11.8% due to Covid-19. Volkswagen has a strong financial position, with a market capitalization.
[image: ]
Figure 1: Volkswagen sales revenue (Source: Carlier, 2022)
Human Resources: Volkswagen employs around 668,000 people worldwide, making it one of the largest employers in the automotive industry. The company has a diverse workforce, with employees from different nations.
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Figure 2: Number of employees of Volkswagen till 2021(Source: (Carlier, 2022) 
Physical Resources: Volkswagen has 120 production plants worldwide, with a total production capacity of around millions of vehicles per year. The company also has a large distribution network, with dealerships and service centers in different countries.
VIRO analysis 
A VIRO (value, rarity, imitability, and organization) analysis of Volkswagen can help us understand the company's resources and their competitive advantage. 
	Resource/ Capability
	Value
	Rarity
	Imitability
	Organization

	Financial Resources
	Yes
	Yes, due to VW's size and revenue
	Partially, can be earned by other large companies
	Yes, well-managed

	Human Resources
	Yes
	Yes, due to specific skills and training
	No, can be acquired through training
	Yes, well-trained and committed

	Physical Resources (e.g. manufacturing plants, technology)
	Yes
	No
	Yes, difficult to replicate
	Yes, well-organized



Table 1: VIRO analysis of Volkswagen (Source: Self-made)
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Research and Development: Volkswagen has a strong research and development (R&D) capability, with a focus on innovative and sustainable technologies. The Automotive Division of Volkswagen invested 4.4 billion euros in research and development during the year, a 10.0 percent increase from previous years (Volkswagenag, 2022).
Manufacturing: Volkswagen has a strong manufacturing capability, with a focus on efficient and high-quality production processes. The company's manufacturing processes are highly automated, and the company has implemented lean production principles to improve efficiency.
Marketing and Branding: Volkswagen has a strong marketing and branding capability, with a focus on creating innovative and memorable campaigns. The company's marketing strategy is centered on its brand image of reliability, safety, and innovation.
Digitalization Capabilities: Volkswagen has been investing in digitalization, with a focus on creating connected cars and providing new digital services to customers. The company has also been collaborating with other technology companies to develop new digital solutions.
In recent years, Volkswagen has focused on transforming its business strategy to address challenges such as the diesel emissions scandal and the shift towards electric vehicles. The company's strategy is centered on its "Together 2025" program, which aims to transform Volkswagen into a leading provider of sustainable mobility. Volkswagen's resources and capabilities are aligned with this strategy in several ways. Firstly, the company has invested heavily in R&D to develop innovative and sustainable technologies. This is reflected in the company's focus on electric and autonomous vehicles, which are seen as key drivers of future growth. Additionally, the company's manufacturing capabilities are aligned with this strategy, with a focus on efficient and sustainable production processes. In terms of marketing and branding, Volkswagen has also aligned its resources and capabilities with its business strategy. The company's marketing campaigns focus on its brand image of reliability, safety, and innovation, which aligns with the company's strategy of becoming a leading provider of sustainable mobility. Overall, Volkswagen has aligned its resources and capabilities with its business strategy, with a focus on developing innovative and sustainable technologies, improving production processes, and enhancing its brand image. While the company has faced significant challenges in recent years, including the diesel emissions scandal and the COVID-19 pandemic, it has continued to invest in its core capabilities to drive future growth.
[bookmark: _Toc129556716]Volkswagen's Efforts to Enhance Competitiveness through Sustainable and Environmentally Conscious Practices
Volkswagen (VW) has been striving to become more competitive in the automotive industry while also taking into consideration sustainability and the environment. The company has been investing in various initiatives and technologies to achieve these goals. Here is an evaluation of some of the key steps VW has taken to become more competitive while promoting sustainability and the environment.
Electric Vehicles: VW has been investing heavily in electric vehicles (EVs), with a goal to become the world's leading producer of EVs by 2025 (Steitz, 2021). The company has already launched several electric vehicle models and has plans to launch many more in the future. VW's electric vehicle platforms, such as the MEB (Modularer Elektrobaukasten), are designed to be flexible and scalable, allowing the company to produce a range of electric vehicles efficiently. By investing in EVs, VW is promoting sustainability by reducing greenhouse gas emissions and air pollution.
Carbon-Neutral Production: VW has committed to making its production processes carbon-neutral. By 2025, 14 billion euros are expected to be invested in the decarbonization process by VW. The company has been implementing measures to reduce its carbon footprint, such as using renewable energy sources and improving energy efficiency (Volkswagenag, 2021). VW has also been investing in sustainability projects, such as reforestation and renewable energy projects, to offset its remaining emissions. By committing to carbon-neutral production, VW is promoting sustainability by reducing its environmental impact.
Supply Chain Sustainability: VW has been working to promote sustainability in its supply chain. The company has established standards for partners to follow, such as reducing greenhouse gas emissions, respecting human rights, and promoting animal welfare (Volkswagen Newsroom, 2019). VW has also been implementing measures to improve transparency and traceability in the supply chain. By promoting sustainability in the supply chain, VW is promoting sustainability across its entire value chain.
Sustainable Materials: VW has been working to incorporate sustainable materials into its vehicles. The company has been using recycled materials, such as recycled plastics, in its vehicles. VW has also been exploring the use of sustainable materials, such as natural fibers, to reduce its reliance on non-renewable resources. By incorporating sustainable materials into its vehicles, VW is promoting sustainability by reducing the environmental impact of its products.
Environmental Standards: VW has been working to improve the environmental performance of its vehicles. The company has been implementing measures to reduce fuel consumption and greenhouse gas emissions, such as developing more fuel-efficient engines and improving aerodynamics. VW has also been working to meet and exceed environmental standards. By improving the environmental performance of its vehicles, VW is promoting sustainability by reducing the environmental impact of its products.
Overall, VW has taken several steps to become more competitive while promoting sustainability and the environment. By investing in electric vehicles, promoting carbon-neutral production, promoting sustainability in the supply chain, incorporating sustainable materials into its vehicles, and improving the environmental performance of its vehicles, VW is positioning itself as a more sustainable and environmentally responsible company. These initiatives not only promote sustainability but also improve the company's competitiveness by meeting changing customer demands and complying with environmental regulations. The effectiveness of these initiatives can be seen in the development of new sustainable products and processes, as well as the company's increased competitiveness in the marketplace.
[bookmark: _Toc129556717]Recommendations 
While Volkswagen (VW) has taken significant steps towards sustainability, there is still room for improvement to develop competitive advantages in the future. In this response, here are some recommendations on how VW can further enhance its sustainability practices to differentiate itself from competitors and gain a competitive advantage.
Increase the use of sustainable materials: VW can further enhance its circular economy program by increasing the use of sustainable materials in its products. For example, the company can explore the use of recycled plastics and bio-based materials in its vehicle interiors, which would reduce waste and carbon emissions while also providing a unique selling point to environmentally conscious consumers.
Focus on sustainable supply chain practices: VW can further develop its sustainable supply chain practices by working closely with partners to ensure they also adhere to sustainable practices. This would include measures such as reducing waste, using renewable energy, and implementing closed-loop recycling systems for materials. By doing so, VW can ensure that the sustainability benefits extend throughout the entire supply chain, providing an additional selling point for environmentally conscious consumers.
Develop innovative sustainable mobility solutions: VW can differentiate itself from competitors by developing innovative sustainable mobility solutions beyond electric and hybrid vehicles. For example, the company can explore the use of alternative fuel sources such as hydrogen fuel cells or synthetic fuels. These solutions would not only reduce carbon emissions but also provide VW with a unique selling point in the marketplace.
Invest in renewable energy: While VW has achieved carbon-neutral status in its manufacturing processes, the company can further enhance its sustainability practices by investing in renewable energy. By doing so, VW can reduce its reliance on fossil fuels and further reduce its carbon footprint, while also positioning itself as a leader in sustainable manufacturing practices.
Develop sustainable business models: VW can further enhance its sustainability practices by developing sustainable business models that prioritize social and environmental impact. For example, the company can explore new business models that prioritize vehicle sharing and leasing over ownership, reducing the number of vehicles on the road and their environmental impact. These models would not only benefit the environment but also provide new revenue streams and business opportunities for VW.
Emphasize sustainability in marketing and branding efforts: VW can strengthen its brand by emphasizing its commitment to sustainability in its marketing and branding efforts. By highlighting its carbon-neutral manufacturing status, investments in EVs and hybrid technology, and circular economy initiatives, VW can differentiate itself from competitors and appeal to environmentally conscious consumers.
While VW has made significant strides towards sustainability, there is still room for improvement to develop competitive advantages in the future. By increasing the use of sustainable materials, focusing on sustainable supply chain practices, developing innovative sustainable mobility solutions, investing in renewable energy, and developing sustainable business models, VW can differentiate itself from competitors and position itself as a leader in sustainable mobility. These initiatives would not only benefit the environment but also provide new business opportunities and revenue streams for VW.
[bookmark: _Toc129556718]Conclusion
Volkswagen (VW) has implemented several sustainability initiatives over the past few years, including investing in electric vehicles, achieving carbon-neutral status in manufacturing, and implementing circular economy principles in its supply chain. These initiatives have not only helped VW to reduce its environmental footprint but have also provided it with a competitive advantage in the marketplace. To further leverage sustainability, VW can continue to invest in EVs and related infrastructure, develop sustainable supply chain practices, implement sustainable practices in product design and development, and collaborate with other stakeholders to drive sustainability initiatives. By doing so, VW can position itself as a leader in sustainable transportation and appeal to environmentally conscious consumers. 
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Appendix A: Ansoff Matrix of Volkswagen
	Market Penetration: 
VW has a strong market presence in Europe and Asia, particularly in the mid-size and premium car segments. To expand its market share, VW has introduced new models, improved its existing product portfolio, and focused on enhancing customer experience through a strong dealership network,
	Market Development: 
VW is looking to expand into new markets, such as electric vehicles (EVs) and autonomous driving technologies. The company has made significant investments in EV technology, including the development of its MEB platform, which underpins its upcoming range of electric vehicles.


	Product Development: 
VW is focusing on developing new products, such as electric and autonomous vehicles. The company has announced plans to launch 70 new electric models by 2028, including its ID Buzz models (Fung, 2021). VW is also investing in autonomous driving technology, such as its partnership with Argo AI.

	Diversification: 
VW is looking to diversify its business by expanding into new areas, such as mobility services. The company has launched a new brand, MOIA, which offers ride-sharing and other mobility services. VW is also exploring new revenue streams, such as its WeShare electric car-sharing service in Europe.




Table 2: Ansoff Matrix of Volkswagen (Source: Self-made)


Appendix B: Porter's Five Forces Analysis of Volkswagen
	Threat of New Entrants: Low 
	a. High capital requirements to enter the market 
b. Established brands have strong customer loyalty 
c. Significant regulatory barriers, such as emissions standards and safety regulations

	Bargaining Power of Suppliers: Low 
	a. Large supplier base with many options available 
b. High competition among suppliers to win contracts 
c. VW has strong bargaining power due to its size and purchasing power

	Bargaining Power of Buyers: High 
	a. Large number of buyers with diverse needs and preferences 
b. High competition among automakers for buyers 
c. Buyers have access to information and can easily compare prices and features

	Threat of Substitutes: Low  
	a. Increasing availability of alternative transportation options, such as ride-sharing and electric scooters 
b. However, automobiles remain a primary mode of transportation for most people 
c. Continued investment in electric and hybrid vehicles can reduce the threat of substitutes

	Intensity of Competitive Rivalry: High 
	a. High level of competition in the automobile industry 
b. Numerous established brands with strong customer loyalty 
c. Intense price competition and rapid technological advancements



Table 3: Porter's Five Forces Analysis of Volkswagen (Source: Self-made)


Top of Form



Top of Form



1

image2.PNG
700

s00

200

2008

2009

2010

2011

2012

2013

2014

2015

2016

2017

656

2018

668

2019

665

2020

668

2021




image1.PNG
200

0

2006 2007

2008 2009 2010 2011

2012 2013 2014 2015

2016 2017

2018 2019 2020 2021




