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[bookmark: _Int_4nX1pNI9][bookmark: _Int_t4Ds4AEo]The study primarily investigated the internal resources, business environment, and institutional environment in order to analyse Volkswagen's strategy and performance over a period of five years. The primary problems encompassed in the discourse are the 2015 emissions scandal, the prevailing company culture, the aspects of quality and productivity, and the formulation of a novel electric vehicle strategy. Four proposals were proposed in order to address these issues and enhance Volkswagen's competitive position. The subsequent sections of this paper will provide a more comprehensive analysis of the suggestions mentioned so far. The evaluation of Volkswagen's strategy and performance will be conducted by contemporary business strategy methodologies that emphasise internal resources, capabilities, the industrial environment, and the institutional environment. The assessment will evaluate the many obstacles, risks, and complexities faced by Volkswagen, and will offer suggestions for implementing changes that will assist the company in sustaining its competitive advantage.
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Figure nr:1
Source at: volkswagen-newsroom.com

In the year 2014, Volkswagen held the position of the second biggest vehicle manufacturer globally within the automobile industry, with Toyota Motor Corporation being the sole entity surpassing it in terms of market share and production volume. In 2015, Volkswagen admitted to engaging in deceptive practises by falsifying diesel emission testing, which subsequently imposed a substantial financial strain on the company. Volkswagen has engaged the services of three public relations organisations based in the United States, the United Kingdom, and Germany, respectively, in order to address the prevailing circumstances faced by the business. (BBC, 2022).

[bookmark: _Toc960067766]1.Business Strategy
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[bookmark: _Toc1913151375]1.1. Defining Business Strategy.  
Alfred Chandler defines strategy as “an organization's long-term orientation’’, which offers a broader viewpoint than other famous definitions. 
Sometimes, strategies are the result of a succession of little decisions that don't immediately line up but do so over time to form a recognised pattern. The original concept of strategy has two advantages. First, a company's long-term orientation might have both an intentional, logical goal and progressively evolving strategic pattern. Also, a comprehensive long-term strategy could include many approaches that prioritise competition and distinctiveness, while additionally incorporating collaborative efforts and even elements of imitation. (Whittington, et al., 2020).
According to Lynch (2018), strategic management is both fascinating and demanding. It determines fundamental decisions regarding an organization's future orientation, including its mission, resources, and interactions with the external environment.
[bookmark: _Toc1125974294]1.2. Type of Business Strategy
The Exploring Strategy Framework focuses on understanding an organization's strategic position, analysing future options, and managing strategy in action, emphasizing the linked nature of strategic challenges. Position, options, and action are interconnected and do not take precedence. The three rings overlap and depend on each other. 
Whittington (2020) posits that strategic choices include the potential avenues for strategy development and the methodologies employed to attain strategic objectives. The topic of managing strategy in action applies to the processes involved in the development and execution of strategies. The primary emphasis is placed on the operational elements of management.
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Figure nr:2
Source: Exploring Strategy.
Diversification offers exciting opportunities for an organisation to expand its product or market range, while related diversification opens doors to explore products or services that have strong connections to the existing business. Ansoff's matrix presents two exciting diversification strategies: zone B product/service development for existing markets or zone C by introducing existing products into new markets. The more diversified the strategy, the closer you are to reaching success on both axes. Additionally, the organisation has the opportunity to expand in multiple directions at once, embracing a zone D strategy that includes exploring new markets and developing innovative products and services. (Whittington, et al., 2020).
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Figure nr:3
Source: Exploring Strategy.
The ability of the industry's participants to differentiate themselves has grown in importance. The majority of market participants have set their items apart from those of their rivals. Consider the emergence of RAV4, Range Rovers, and kid-friendly sports automobiles. Branding is all about standing out from the competition. Every manufacturer in the sector has a moniker for their vehicles (Burgelman R, 1983).
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Figure nr:4 Volkswagen Brand Portfolio
Source: Volkswagen.com
[bookmark: _Toc1378220057]1.3. Identify and analyse significant company strategies. 
Business strategy involves a company's strategic initiatives to create value for stakeholders and gain a competitive advantage in the market, crucial for success before producing or delivering goods or services. The emission scandal involving Volkswagen is notable for its significant scale and wide geographic impact. The Volkswagen emissions scandal has garnered significant attention, as the EPA has raised concerns about software that allegedly detected test scenarios by monitoring various factors such as speed, engine operation, air pressure, and steering wheel position. Volkswagen, a prominent automaker, is committed to actively reducing the environmental footprint across its entire range of products and mobility solutions. (BBC, 2022). They strive to goTOzero as part of the NEW AUTO Group strategy, lowering environmental effect throughout the full life cycle and guaranteeing ecosystem preservation. Compliance with legislation, norms, and voluntary commitments is essential for their actions (Volkswagen Group, 2023).
Company performance
The Company's key performance indicators for the past five years, calculated using IFRSs, include contracts, penetration, and recently signed contracts, while financial indicators include business, operational results, return on equity, and cost to income ratio (MarketLine, 2023).
Through surveys and direct client contact, Volkswagen Financial Services AG places a high priority on customer satisfaction. In response to Star Ratings (Trusted Shops), they employ consumer input and implement this strategy across all markets as the company model becomes increasingly digital.
Volkswagen Group has made significant progress in the European market over the past five years through its green technology and successful launch of hybrid cars. They leveraged customer beliefs about "green issues" to sell hybrid cars, giving them a competitive advantage. The company also expanded its manufacturing facilities, completing the first in China and expanding into India and Africa (Annual Report, 2022).


[bookmark: _Toc753558721]2. Resources and Capabilities
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[bookmark: _Toc859363361]2.1. Defining Resources and Capabilities
The resources and capabilities of an organisation play a vital role in ensuring long-term survival and maintaining a competitive advantage. It is crucial to have a comprehensive understanding and effective management of these components. Resources can be considered valuable assets that organisations possess or have the ability to acquire, while capabilities refer to the manner in which these assets are effectively utilised (Whittington, et al., 2020).
[bookmark: _Toc304492486]2.2. Analyse Resources and Capabilities
An organization's ability to effectively use and deploy resources is crucial for long-term survival. The efficiency and effectiveness of physical or financial resources depend on the systems and processes managed, including relationships, cooperation, adaptability, innovation capacity, customer and supplier relationships, and learning about successful practices.
A difference must be established between threshold capabilities and resources and those that may enable the company to obtain competitive advantage and better performance (Barney & Hesterly, 2019).
Volkswagen has evolved from a German company to an international leader in the last five years, leveraging various resources, including human resources. The company's success is attributed to its intelligence, talent, and management teams. They attract and retain top talent through innovative models, good remunerations, and promotions. Regular performance reporting and an autocratic management style have contributed to their success (Annual Report, 2015)
The company has utilized its financial resources for expansion, resulting in reasonable revenue growth compared to other German car manufacturers. This growth is accelerated by international competition, maintaining a high return on capital, and is attributed to new international diversification investments (Armstrong G & Kotler P, 2007). 
The company utilizes technology for profitability and has become a household name globally. Its strong financial position ensures success in the international market and competitiveness. Intelligent, efficient, and qualified employees greatly enhance branding, marketing, and innovation, providing the company with a significant competitive advantage.
2.3. Identify the company's resources, capabilities, and compatibility with business strategies.
In order to stay competitive, Volkswagen's success tactics include product diversification, broadening product lines, and outsourcing company operations. According to Johnson G., Scholes K., and Whittington R. (2008), these tactics are selected based on their feasibility, suitability, and acceptability.
The objective is to operate a firm ethically along the whole value chain, which will benefit clients, staff, the environment, and society. For both current and future generations, sustainable transportation is the goal of the NEW AUTO strategy (Annual Report, 2021).
Volkswagen benefits from a range of valuable resources, such as finance, technology, plant and equipment, strategic location, a well-established distribution network, and strong brand presence. Some of the key capabilities that our organisation possesses include product development, purchasing, engineering, manufacturing, financial management, research and development, marketing, sales, government relations, and strategic management. In order to effectively implement Strategy 2025, Volkswagen should focus on optimising resource allocation and nurturing essential competencies such as product development, research and development, government relations, and strategic management. These efforts will be crucial in addressing the challenges posed by the emission scandal and in rebuilding the company's brand and reputation. (Annual Report, 2021).
The SWOT analysis for Volkswagen is seen below. The four stages of this analysis—Strengths, Weaknesses, Opportunities, and Threats—are outlined and discussed in this context. (Appendix - Table 1).
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Figure nr:5 Volkswagen SWOT Analysis
Source: edrawmind.com

The VRIO analysis is a helpful tool in assessing the extent to which an organisation possesses resources and competencies that are valuable, uncommon, unique, and supported by the organisation. (Barney & Hesterly, 2019). (Appendix -Table 2).
[image: ]
Figure nr:6 VRIO Framework
Source: toppers4u.com
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[bookmark: _Toc1435491862]3.1. Defining Competitive Strategy
Having a competitive edge means possessing the ability to perform at a higher level compared to others in the same sector or market. Competitive advantage can be understood as a company's ability to create exceptional value for consumers that surpasses that of competitors and exceeds the costs of production. It is important for the strategy to establish a strong basis for competitive tactics and ensure that customers perceive sufficient value to justify a price higher than the costs of production. If an organisation lacks a competitive edge, it may face the risk of rivals potentially offering better products or lower pricing, which could impact its strategy (Whittington, et al., 2020).

[bookmark: _Toc1641520010]3.2. Sources of Competitive Advantage
Game theory suggests that it can be beneficial for organisations to carefully consider the potential actions of their competitors, as well as the potential impact these actions may have on their own strategic decisions. Game theorists are known to have a keen awareness of two distinct forms of interaction. First, game theorists carefully consider how a rival's response to a strategic move may potentially impact the initial assumptions that were made when making that move. For instance, engaging in a confrontation with a competitor in one particular area could potentially lead to a retaliatory action in a different area. Additionally, game theorists are mindful of the strategic signals, or messages, that their actions may convey to competitors, including the level of assertiveness they display in their efforts to sustain their position in a particular market (Lynch, 2018). 

[bookmark: _Toc534121262]3.3. Analyse the competitiveness of VW's environmental sustainability efforts.
Sustainability involves maintaining intact environmental, social, and economic systems with long-term viability. Volkswagen Group actively contributes to these systems through its sustainable company management and management structures. The company's NEW AUTO strategy focuses on sustainable mobility for present and future generations, with a focus on ESG, Decarbonization, and Integrity. The materiality process identifies and evaluates key sustainability issues, focusing on ESG requirements, stakeholder expectations, legal regulations, and international reporting standards (Annual Report, 2015).
Volkswagen Group initiates and manages global CSR projects based on key principles: addressing local or regional issues, demonstrating diversity, and involving close stakeholder dialogue with local players. These projects demonstrate the Group's commitment to sustainability and promote diversity in the social environment (Armstrong G & Kotler P, 2007).
[image: A diagram of a company

Description automatically generated]
Figure nr:7
Source: volkswagenag.com
Customers worldwide are interested in environmentally friendly automobiles and technologies. Aside from sustainable automobiles and a sustainable supply chain, Volkswagen has the ability to conduct research and invest in sustainable innovation (Bowen, et al., 2009).
CELL AND BATTERY STRATEGY BATTERY
In order to achieve our objective of becoming a globally recognised provider of sustainable mobility, it is important for us to enhance our expertise across the entire battery life cycle and position ourselves as an appealing choice in this field. In order to achieve our objectives, the Cell and Battery Strategy tech initiative leverages the collective expertise of our Group and actively collaborates with our strategic partners to drive the transformation process. This includes the management of batteries, as well as the manufacturing and recycling of cells (Bowen, et al., 2009).
CHARGING - ENERGY AND CHARGING SERVICES
To position ourselves as a global, comprehensive charging and energy services provider in the future, we must assure coordinated and coherent collaboration throughout the whole Group. The Charging and Energy Services tech effort integrates operations across brands, fosters synergies, and pushes the development of a dense and extended charging network.
BUSINESS MODEL 2.0
By integrating automobiles, we can enhance our ability to maintain communication with clients throughout the lifespan of the vehicle, enabling us to offer personalised services and features tailored to their individual requirements. The Business Model 2.0 foundation programme aims to establish a comprehensive range of services that facilitate seamless and innovative product experiences, fostering connections between brands, consumers, dealerships, partners, and entire markets (Annual Report, 2021).

The region of China
China holds significant strategic value for the Volkswagen Group as it represents our largest single market. We have a positive outlook on its future development. As a result, this foundation project brings together all essential steps to uphold Volkswagen's ongoing success in China. It encompasses a wide range of strategies designed to enhance our presence in the electric car market while also maintaining our position in the combustion engine vehicle market. The key focus continues to be on implementing a Group-wide localisation strategy that aims to provide tailored products to Chinese consumers by leveraging internationally developed platform technologies. (Annual Report, 2021).


[bookmark: _Toc1999959345]4. Recommendation
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1. Make plans and put them into action to change the mindset.
  For Strategy 2025 to work and bring the expected benefits, Volkswagen needs to move away from its previous mindset of being bold and competitive. Strategy 2025 describes the new culture as putting a lot of value on things like respect for each other, equality, and an open mind. It will be hard to change to this new attitude, and it will require a whole new way of managing the business. Volkswagen's strong work groups, which hold half of the board seats, will make it harder to fire people who still believe in the old ways (Annual Report, 2021).
2. Improve the brand's picture and get people to trust it again. After the emissions crisis, Volkswagen needs to improve the way people think of its brand and win back customers' trust. To do this, they should work with separate groups like the World Business Council for Sustainable Development (WCSBD) and the European Automobile Manufacturers' Association (ACEA) to solve global problems with mobility, sustainability, and competition. This will help Volkswagen win back the trust of its customers and create a secure future for business, society, and the environment (Volkswagen Group, 2023).
3. Make things better and get more done. High recall rates show that Volkswagen has a lot of quality problems, which is bad because it means that global operations aren't very productive. Both Volkswagen and Toyota make 10 million cars a year, but Volkswagen does it with more than 600,000 workers and a 6% profit margin, while Toyota does it with 300,000 workers and a 10% profit margin. Better quality leads to more sales, more efficient production, and happy customers. Also, input prices go down when there are fewer flaws and less money is spent on replacing or fixing them (Annual Report, 2022).
4. Make joint partnerships to speed up the development of battery technology skills. Volkswagen needs to set up joint ventures with other companies so that it can quickly become an expert in electric car battery technology. Key problems include the size and weight of the battery, its limited capacity, the fact that it takes longer to charge, and the fact that it is harmful. Also, the cost of making electric cars is higher than making cars that run on gasoline, so Volkswagen needs to deal with these problems (MarketLine, 2023).

[bookmark: _Toc1499128216]Conclusion
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Volkswagen Group can increase market share and revenues by implementing strategies such as joint ventures, acquisitions, expansion, and technological investment. These strategies minimize risk and meet suitability, acceptability, and feasibility criteria. As Volkswagen grows, it should capitalize on opportunities in booming economies like India, China, South Africa, and Brazil. Merging with other manufacturers can increase profitability and market share, providing experience in these markets. Volkswagen group's diversification strategies aim to build an international image, reduce product costs, and maintain competitiveness, thereby achieving growth objectives.
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[bookmark: _Toc27128027]Appendix 1: Table 1- SWOT analysis: Toyota and Volkswagen
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[bookmark: _Toc1280217838]Appendix 2: VRIO Analysis of VW company.

Valuable: The Volkswagen VRIO Analysis highlights the significant value of Volkswagen's financial resources, as they effectively support investments in external opportunities. These factors also contribute to Volkswagen's efforts in addressing external challenges. 
 
Rare: According to the VRIO Analysis of Volkswagen, Volkswagen's financial resources may be considered limited. There are a limited number of firms in the sector that possess significant financial resources. 
 
[bookmark: _Int_FHTE6SYg][bookmark: _Int_5Nmx7swD]Imitable: Volkswagen's financial resources are considered challenging to replicate, as indicated by the Volkswagen VRIO Analysis. The corporation has acquired these resources gradually through consistent profitability. In order to accumulate substantial financial resources, it would be necessary for new entrants and competitors to generate comparable revenues consistently over an extended period of time. 
 
Organisation: Volkswagen has strategically allocated its financial resources to effectively capture value, as indicated by the VRIO Analysis of Volkswagen. These resources are strategically allocated to maximise potential and mitigate risks. As a result, these resources contribute to Volkswagen's long-term competitive advantage.








imageb.png




image2.png




image3.png




image4.png
Eusinass\

strategy

Corporate

strategy | Strategic Strategy
choices in action

Entrepreneur-) [ Acquisitions
ship &alliances

Leading &
changing




image5.png
Markets

Existing

New

Products/Services

Existing New
A B
Products and
Market services

penetration

Cc

Market
development

development

D

Unrelated
diversification




image6.png
@

S
SEAT

®

o

BENTLEY

PORSCHE




image7.png
strengths

opportunities Structure ofthe Word

Purchasing power increase. Capabiltyin Branding

Unique design Volkswagen SWOT Analysis & Partnerships
Presence throughout the workd
threats

weaknesses

No market expansion
Environmental concers High level of compefition
‘Scandals

Price of branding




image8.png




image9.png
T

Attraciveness

asan employer
partcpation Taining
Customer Diversity corparate Emvronmentaly
satietacion and squaity respondiiity fandlyproducts/
dectifcation
Stabiltyand Quaityr Hesth Inteigent Ciimate and
profitabity  vene safety mobilty and envronmentst
etwarking pratecton
Complance, sk
management, corporate supplier Resource conservation
‘sovernance elationships | MOST SUSTAINABLE cros the fcycle

COMPANY IN THE
WORLD.




image10.png
Toyota Volkswagen
Strengths, “High market share “Extensive _production and _distribution
~Dominant presence in a number of Key | pepwork (153 countries)
markets: Japan (45.5%). North America
(12.2%), Asia (13:4%) ~Very strong positions in the fast growing
~Brand recognition and reputation for safety | developing markets
and quality -20% market share in the critically important
~Strong R&D presence: 14 rescarch canters | o
globally :
“Extensive production and  distribution | -Strong  R&D  division  which  delivers
network: 50 plants in 27 countries technological leadership to VW
Weaknesses “Substantial product recalls “Underperformance n the US and Indian
~Decreasing share in the key US, Europe and | 14 5¢; and 3% shares
Asian markets N
“Low retum on equity and assets, ROE of | "Lk of environmentally friendly brands:
only 2.7% compared to 8% with Nissan Porsche, Lamborghini and Bugatti
~The Dieselgate scandal causing direct losses
of €162 billion
Opportunities | -Partnerships with BMW “Opportunities in the Indian market
~Growing demand for hybrid cars Strong growth in the bus segment
~Expansion through acquisitions
Threats Tindustry rivally and _exchange rale | Industry fivalry and raw materials price
fluctuations fuctuation
~Low production diversification: still made
~Stricter regulations in Europe

in Japan





image1.png
Prifysgol Cymru

Y Drindod Dewi Sant
University of Wales
Trinity Saint David




