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Introduction   
   

   
   
   

                               

                            This report seeks to understand better Volkswagen (VW), the Automotive 

organisation, and its competitive environment over the last five financial years.   

Moreover, this paper attempts to understand better the upregulations in emission that the 

Company was involved in 2015 when the US Environmental Protection Agency announced 

in a "Notice of Violation" that irregularities with specific nitrogen oxide emissions had been 

discovered in around eleven million vehicles worldwide.    

   

The automobile industry is undergoing a revolution, and the three main themes are 

autonomous driving, e-mobility, and related vehicle concepts. Customer needs and business 

models are affected by technological advancements; new competitors are entering the market 

from different sectors; shorter innovation cycles and the development of new core 

competencies necessitate ever-increasing capital; stricter emission regulations and increased 

market volatility produce more complex underlying conditions. All of this presents new 

challenges for automakers.   
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The Volkswagen Organisation and its competitive environment   

   

                                Strategic management focuses on identifying and outlining the tactics 

managers may use to improve performance and provide their Company a competitive edge. 

If a company's profitability is better than the average for businesses in its industry, that 

Company is considered to have a competitive edge. 

Strategic management can also be defined as a collection of actions and decisions made by a 

manager to determine the outcome of the Company's performance. Therefore, for the 

manager to make the right decisions, they need to comprehensively understand and analyze 

the competitive organizational environment as a whole. 

   

 

According to the definition given in the literature study, strategic management, also known as 

strategy management, is the formulation and execution of initiatives aimed at achieving a 

broad corporate strategy. The main objective of strategic management is resource allocation, 

which entails developing a plan of action for how the Company will spend resources to 

capitalize on its competitive advantage and accomplish its objectives. In addition, making 

strategic decisions that fit the Company's strategy with its core strengths also requires 

monitoring the effectiveness of an organization's strategy over time.   

   

   

                             One of the top multi-brand groupings in the automotive sector is the 

Volkswagen Group. The Automotive and Financial Services divisions make up the 

Company's business operations. All of the brands in the automotive division are legally 

separate, independent businesses, except for the VW Passenger Cars and VW Commercial 

Vehicles brands.    
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The internal management process of the Volkswagen Group starts with a once-yearly, 

typically five-year medium-term planning that aligns with the business strategy. This serves 

as the foundation of our operational planning and is used to develop and confirm the 

specifications for implementing strategic initiatives that are intended to achieve the technical 

and financial goals of the Group. 

 

In VW's opinion, sustainability entails simultaneously and vigorously pursuing economic, 

social, and ecological goals. Attempting to foster enduring principles, provide decent working 

conditions, and protect the environment. 

In the case of VW Group, the Company was forced to start paying close attention to the use 

of resources and emissions of our product portfolio as well as those of our locations and 

plants as a result of the incidents from 2015, which forced the Company to lower pollutant 

emissions and reduce our carbon footprint continuously. As a result, our consumers receive 

the highest level of product safety thanks to our innovations and superb quality. 

The Company's goals include regaining and enhancing consumer confidence and improving 

public perception of the Group. This process is critical to compliance with rules and 

regulations, creating secure processes, and handling errors honestly to prevent or correct 

them in the future. Regarding honesty, VW wants to set an example for a successful and 

transparent business. 

   

The decarbonization index and emissions data, compliance, process reliability, and a zero-

defect culture are critical KPIs for these goal dimensions (Figure 5).  
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In 2016, the VW Group launched the most considerable change process in its history, laying 

the groundwork for long-term success in tomorrow's mobility industry and developing into a 

globally leading provider of sustainable mobility. 2016 is all about new beginnings and setting 

up the program Together Strategy 2025. 

   

   

  

The Company's employees' knowledge, experience, and vision were combined in the 

strategy, which emerged at the Company's core. The strategy's name refers to the time 

horizon until 2025, representing thinking and acting in the long run with an eye toward the 

future. The mindset that will be even more crucial to the VW Group's success in the long run, 

is referred to by the term "TOGETHER." 

Companies' sustainable transformation is essential to achieving these sustainability goals. 

Because it influences the vast majority of sustainability worldwide, the transformation of 

large companies is of the utmost importance (Helbig et al., 2021).  

"It takes 20 years to build a reputation and five minutes to ruin it," famous investor Warren 

Buffett said. So, therefore, if you consider that, you will act differently." 

 

Honesty, dependability, quality, and passion are the VW business's basics. Through the 

realignment, we will be able to maintain our technological edge over the competition and 

maintain our good competitiveness. As a result, VW will continue to be a great employer and 

an all-around compelling investment. 
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The corporate reputation of an organisation is the overall opinion that a stakeholder has of its 

performance over time. Regarding the effectiveness of the organisation, it represents the 

viewpoints of different stakeholders. Businesses with good reputations have a competitive 

advantage and are more likely to impact consumer attitudes and behaviours.   

   

When news of the emissions scandal broke in September 2015, it impacted VW's share price, 

which fell by 20% then and by 20% two weeks later. Similarly, VW's sales in the United 

Kingdom decreased by another 20% in the month following the announcement. Within two 

months, sales in the United States had decreased by 25%, and VW had lost market share to 

rivals in their home country of Germany. After the event, sales fell for a year, and the share 

price was still down 30% a year later (VW, 2022). 

  

   

  

An intangible asset that increases value generation and provides a business with a 

sustainable competitive advantage is its reputation. According to Alsop (2004), reputation is 

an intangible asset that is very difficult to duplicate, making it an invaluable source of 

competitive advantage. 
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The 2015 scandal revealed unethical VW activities and damaged the Company's reputation 

internationally. Because of this, CEO Matthias Muller said at the time that the most urgent 

problem was building confidence via openness (Blackwelder et al., 2016).   

   

 

    

Strategic management processes  and strategy processes for the 

Volkswagen Group  
    
  
    

   

SWOT Framework - Volkswagen Group   

   

SWOT (see Fig. 2) analysis is a popular tool that goes beyond organisational strategy and is 

commonly used as a planning strategy. It is popular in practice and academics (Ghazinoory et 

al., 2011; 1997, Hill and Westbrook; Pickton & Wright, 1998). However, SWOT analysis often 

embodies the core idea of strategy since it explains and assesses an organization's plans in 

both its internal and external settings (Grant, 1991). 

   

Throughout the process, internal and external aspects are assessed separately; this is crucial 

since companies may control certain internal situations but not others (Ghazinoory et al., 

2011). Pickton & Wright (1998) claim that the method's success results from its simplicity. 

   

   

Strengths   

   

VW has 120 manufacturing facilities worldwide and operates in 160 production plants 

throughout the world  (Fig. 4);  

The Company currently controls more than 20% of the Chinese car market, and the Chinese 

car market is seeing an increase in consumer demand for luxury vehicles. With a prominent 

lineup, VW should take advantage of this opportunity to promote some of its high-end Chinese 

brands; 

   

The automotive Company's extensive and varied product portfolio makes it significantly more 

appealing to customers;  

The VW Group also provides various financial services, such as financing for customers and 

dealerships, leasing, banking, insurance, fleet management, and mobility services. 

To develop autonomous technology and e-mobility services, the Group established a strong 

partnership with Microsoft and Amazon; Furthermore, approximately 45,000 High Power 

Charging (HPC) points are planned for Europe, China, and the United States by 2025 with the 

assistance of partners;   
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Weaknesses    

   

The "Dieselgate" incident, which happened in 2015 and destroyed the firm's brand and 

consumer confidence, caused a cost to the corporation of €16.2 billion. 

 

Negative publicity is one of the organization's most serious disadvantages; not only did this 

imply that the business lost the faith of both its stakeholders and its consumers; 

   

Another problem of the Group is the shifting exchange rate, which can affect the Company's 

income, especially when, for instance, the Company exchanges euros for dollars; 

   

   

Opportunities   

   

The Company has tremendous chances to grow in this nation with its luxury to meet any 

consumer expectations because of the Chinese auto market demand (Figure 3); 

Moreover, the Group has ample revenue-generating opportunities for luxury car growth as a 

result of rising of the demand in America; 

   

   

Threats   

   

   

VW Automobile is significantly threatened by the fierce competition in the automotive sector; 

the growth of e-mobility companies like Tesla and Google also threatens the conventional 

automotive industry; 

   

The Company's profits have decreased and will continue to be impacted by the emission 

scandal from 2015, which resulted in a damaged brand reputation, fines totaling €16.2 billion, 

and a loss of consumer purchase confidence; 

   

Due to government rules on greenhouse gas emissions, fuel prices, and environmental 

activities, the Company may see an increase in manufacturing costs; 

Government regulation reforms are putting the Company in threat; The Covid19 epidemic 

has hit the Group's income; 

In 2021, business at VW and its brands suffered due to the Covid-19 pandemic and the 

shortage of semiconductors that limited vehicle availability. VW had an operating result 

before special items of €20.0 (10.6) billion in the reporting year. The diesel issue impacted 

special items by €–0.8 (–0.9) billion on the operating result. VW sold 8.6 (9.2) million 

vehicles in the year under review. Mix-related factors contributed to an increase of 12.3% in 

sales revenue to €250.2 billion; 

A further external threat is a Russia-Ukraine war, which began in 2022 and has disrupted and 

impacted the automobile sector globally. The UK Brexit was another threat to the Company 

and had a significant economic impact on market sales. 
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 The VRIO Framework - Volkswagen Group   

   

  

 

                                    The internal resources of VW will be examined separately as part of the 

VRIO Analysis (Fig. 1) to see if they offer a long-term competitive advantage. In addition, the 

VW VRIO Analysis specifies whether these resources may be enhanced to offer a significant 

competitive advantage at each step. 

VRIO acronym stands for V = value, R = rarity; I = imitability and O = organisational.   

   

Valuable   

   

The VW VRIO Analysis demonstrates that VW's financial resources are valuable because 

they enable the Company to invest in new external opportunities. Additionally, these aids 

VW in combating external dangers; 

The VRIO Analysis of VW claims that the Company's highly differentiated product range is a 

valuable resource. Customers have a high sense of value for these as a result. Customers 

also value these products more than the competition because they are different from one 

another; 

VW's staff members are an essential asset for the Company. The enhanced productivity 

brought about by a significant fraction of the workforce's high level of training helps the 

business. Because of their commitment, the employees have a high retention rate for the 

Company. All of this translates to higher financial value for VW's consumers; 

The VRIO Analysis of VW concludes that the Company's patents are valuable since they 

enable the sale of its products free from competition. As a result, VW earns more money 

significantly. Additionally, when VW licenses these patents to other manufacturers, it earns 

licensing income; 

 

Its distribution network of VW is a valuable asset. This enables it to connect with an increasing 

number of clients. This guarantees Volkswagen higher revenues. Additionally, because the 

items are easily accessible, it ensures that promotional efforts result in sales. 

   

The VRIO Analysis of VW concludes that its cost structure is not a helpful resource. This is 

so because the firm's total profitability is impacted by manufacturing practices that result in 

more extraordinary expenses than the competitors. Consequently, it has to focus on its cost 

structure, which is a competitive disadvantage; 

 

The research and development at Volkswagen is not a viable resource, according to the VRIO 

analysis. This is so because innovation gains from research and development are more 

significant than their costs. As a result, there have not been many ground-breaking innovations 

and products in the last few years. 
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Rare   

   

The VRIO Analysis of VW finds that the Company's patents are valuable because they 

enable the Company to sell its products without interference from competitors. These 

patents also provide VW with licensing revenue when it licenses them to other 

manufacturers; this results in more substantial revenue for VW. 

The VRIO Analysis of VW concluded that the Company's personnel are a precious resource. 

Unlike employees at other companies, these workers have extensive training and expertise. 

These workers are less likely to depart for other companies because of the superior pay and 

working conditions; 

The VW VRIO Analysis recognised VW patents as a scarce resource. These patents are 

hard to come by and are not in the hands of rivals. VW may employ them without 

intervention from the opposition thanks to this; 

VW's distribution network is a valuable resource. This is because it would take a lot of money 

and effort for rivals to develop a distribution network that is superior to VW. Very few 

businesses in the sector also possess these; 

   

Imitable   

The VW VRIO Analysis reveals that it is costly to duplicate VW's financial resources. The 

business has acquired these resources through sustained profits over time. In order to 

accumulate these amounts of financial resources, competitors and new entrants would need 

to make similar profits for an extended period; 

 

The VW VRIO Analysis found that VW personnel are not expensive to mimic. This is so that 

other businesses may help their staff develop their abilities. These businesses may attract 

workers from VW by providing higher pay, working conditions, perks, career prospects, Etc. 

As a result, VW personnel become a resource that offers a short-term competitive 

advantage. Future competition may obtain these; 

  

The VRIO Analysis of VW concluded that the patents of VW are challenging to copy. This is 

due to the fact that copying a patented product is illegal. The process of developing such 

resources and obtaining a patent for them is likewise expensive; 

The VW VRIO Analysis found that copying the competition's distribution network would be 

exceedingly expensive. VW has steadily developed this over the years. If competitors want to 

copy a comparable distribution system, they will need to invest money; 
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Organization   

   

VW's financial resources are set up to maximise value. These resources are employed 

strategically to make the best investments, take advantage of opportunities, and counter 

dangers. Consequently, these resources allow VW to maintain a competitive edge; 

The VRIO Analysis of VW identified the organization of the Company's distribution network. 

The Company uses this network to reach customers by ensuring that products are available in 

all locations. As a result, VW enjoys a sustained competitive advantage thanks to these 

resources.   
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Conclusion and Recommendations   
     

   

                          

                                    In conclusion, strategic management is an outgoing process that 

assesses and controls an organization's operations and industry participation; sets goals and 

strategies to address all current and potential rivals; assesses its competitors; and then 

routinely assesses strategies to determine how well they have performed and whether they 

need to be replaced.  

                                 Good performance results from effective business management's 

interactions with the organization's internal or external environment. In this sense, the 

business has to steer clear of trends connected to its shortcomings and focus its future 

objectives on its strengths. Therefore, responding to internal strengths and shortcomings is 

crucial to strategic management.   

   

  

  

   

   

   

   

Recommendations   

   

In this regard, a strong suggestion is that the Company invest more in research and 

development. Moreover, to regain the trust of the customers after the incident from 2015 with 

the changing of the software that was impacting the environment and the customer's trust, 

Another recommendation is that the Group must stay focused and transparent and follow its 

strategy TOGETHER 2025 and regain credibility in the eye of its Shareholders;   

   

Another suggestion is to invest and expand in e-mobility because there is an increase in 

consumer environmental consciousness also the Government changing laws and 

regulations that strongly impact the traditional automotive industry.    
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Figure 1.   

VRIO Framework   

   

   

   

   

   

   

Figure 2. (A)   

SWOT Analysis   
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Figure 2. (B)   

   

   

   

   

Figure 3.    

Volkswagen’s brand portfolio   
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   Figure 4.   

   

120 production plants   

   

   

  

  

(Source: Volkswagen, 2021)   
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Figure 5   

Environmental Management KPI for Volkswagen   
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