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[bookmark: _Toc124198997]Introduction
	The automobile industry is one of the biggest industrial sectors, which have a direct effect over global economy, sustainability and financial market. In order to meet the customers’ demand, the automotive companies should implement prolonged and stable strategy. (Suwardi & et al, 2021)
Volkswagen Group is a major German car constructor, founded in 1937 and based in Wolfsburg. The aim of the company is to produce inexpensive universal cars for the public. During the years, Volkswagen AG joined in the family different brands: Audi, Porsche, Bentley, Lamborghini, Bugatti, Skoda. (The Editors of Encyclopaedia Britannica, 2022)

[bookmark: _Toc124198998]Company analysis

[bookmark: _Toc124198999]Background and company overview
	In the last decade the market share of car manufacturing has changed drastically because of continuously developing of new designs and technologies. (Hindam, 2020) 
	As an international company, Volkswagen AG manufactures and deliver variety of vehicles, such as: motorcycles, passenger and commercial automobiles, trucks and engines. It contributes leasing, financing and fleet management also. According to Fortune Global 500, the firm is the 6th largest global company. (Dura, 2019) In 2015 the corporation has been recognised as world biggest automotive constructor after Toyota Motor Corporation. Shortly after that, the Volkswagen faced surcharge from US Environmental Protection Agency, known as ‘Diesel Gate’. The agency found out that manufacturers’ diesel autos have software adjusting performance in emission tests. The company had to install special device to change the engine-emissions and recalled over 10 million cars worldwide. Only in USA, Volkswagen have paid over 4-billion-dollar compensation and fines, as these amount reached over 30 billion in general.  (The Editors of Encyclopaedia Britannica, 2022)
	In 2021, due to Covid-19 pandemic and microprocessor shortage, Volkswagen reported decrease of unit sales. Also the corporation had to pay additional €0.7 billion for legal prosecutions because of diesel issues. However, revenue rose with 5% from 2020 up to 70.9 billion euro and international sales were more than 42 billion or nearly 60% of the market share. Cost of sales increased also by 6.3% or 67.4 billion euro, such as taxes – up to 1.1 billion. Net income counted as 4 billion euro for 2021. As total, financial performance decrease with roughly 1.2 billion to 8.5 for the year, mostly because of reducing the financial gain from transfers. The Board of the company has paid total dividends of nearly 4 billion or 7.50 euro per share. (Volkswagen AG, Annual Report 2021, 2021)
	In the fiscal year 2021, the corporation sold 1,775,556 (1,941,821) cars worldwide and manufacturer a total of 631,655 vehicles, which is a decrease of 20% compares of 2020. This results are attributed of the pandemic and constructing limitations. In the diagram below are shoed the sales during the year by brand category. (Volkswagen AG, Annual Report 2021, 2021)
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Source: (Carlier, 2022)

	Generally, compares in geographic regions, the firm reported decline in unit sales by 5.5% in China and up to 12% in Germany. In the other main markets, as Canada and USA, United Kingdom and India, was recorded rise. (Volkswagen AG, Annual Report 2021, 2021)
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Source: (Kane, 2021)
	Regarding workforce power, in the end of 2021, the group declared a total of 118,673 employees, where 4848 vocational trainees, 7227 part-time workers and more than 7200 in the phase of retirement. Female workers were nearly 18% and foreign co-workers were around 6.5%. The mean age of the hired hand was 44.5 years. (Volkswagen AG, Annual Report 2021, 2021) The ratio of company’s work force in Germany reaches 44% compares to employees abroad. Throughout achievement of the programme ‘Together 2025’, the corporation concentrating in the level of the implementation of the set aims by the strategic key performance indicators. Also they compose and analyse the external and internal captivation, diversity index and external working ranking. (Volkswagen Group, 2020)
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Source: Employees (Volkswagen Group, 2020)


[bookmark: _Toc124199000]Business strategies

	After achieving growth and prosperity, every company should start subsequent development strategy to maintain its succeed. The correct strategy is from significant importance for the further progress. There are two main concepts: company relies on vertical or horizontal integration or choose diversification. (Hindam, 2020)
	Brand positioning strategy is a traditional method, where one company owns few different brands, normally form same category. Volkswagen Group have numerous of vehicles brands with individual well-defined orientation. The purpose of this strategy is to target different type of customers and to cover as largest as possible market share. (Hindam, 2020)
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Source: (Hindam, 2020)
	
Within this frame of relevance and rapidly changing conditions, the board of directors of Volkswagen announced new strategy – ‘New Auto’ with strength for generations. The approach is to make the corporation more efficient, revolutionary, eco-friendly and client-oriented in order to gain profitability. (Volkswagen AG, 2021)
	After ‘Diesel Gate’, Volkswagen managed to accomplish effective and quick turnaround and even to rose the sales in 2017 by 5%. The company made very efficient decision as replacing the CEO, who on the other hand changed around 70% of the managing directors. All new head staff were not directly involved with the scandal, which saved for the firm 4 billion dollar expenses. A new management organization led to simpler and more effective decision-making hierarchy nevertheless more than 21,000 jobs were lost. (Emerald Publishing, 2019)

[bookmark: _Toc124199001]Porters generic strategy
	Strategies, defined by Porter in 1985, are foundations of competitive advantage. The core approaches are cost-leadership (low-cost production strategy) and differentiation (to be unique to the consumers). (Kamran, 2019)
	In order to erase the public impression of the emission disgrace, Volkswagen purposively remodel itself into eco-friendly e-car producer of the future. Also it acquired a bold and dedicated strategic plan by resolving the legal consequences of their previous actions. (Emerald Publishing, 2019)

[bookmark: _Toc124199002]Ansoff matrix
	The Ansoff matrix represents simple framework for the organizations for improving profitability or revenue. The table focus on relationship between the company’s products and customer needs. It has four directions: 
· Focusing on existing products for occur markets;
· Creating new products for already known markets;
· Looking for new places for distribution for the known products;
· Producing new products for new markets. (Meldrum & McDonald, 1995)
[image: ]
Source: (Expert Program Management, 2022)

	The Volkswagen group announced new strategy called ‘Transform 2025’. It has the aim to rebuild the company’s reputation in three ways. First, concentrating on e-vehicles and autonomous taxis; secondly, to evolve and build sixteen new electric vehicle factories. Third, to announce by 30 variety of e-cars and became a leader on the market from 2025. Volkswagen has the aim to be main competitor to Tesla. Furthermore, the company made a campaign for governments to stop grants on diesel vehicles and spread eco-friendly policies. This product rebranding and diversification will benefit the corporation and create the new green identity of VW.  (Emerald Publishing, 2019)

[bookmark: _Toc124199003]Resources and capabilities

[bookmark: _Toc124199004]SWOT
	The SWOT analysis helps a company to found out its strengths and weaknesses, opportunities and threats in order to improve the overall performance compares to the rivals. (Chen, 2022) On the picture below is shown the SWOT evaluation of Volkswagen by Wasim. 
[image: ]
Source: (Wasim, 2017)

Also one of the most represented strengths of Volkswagen group by Chen are:
· Huge portfolio - helps the conglomerate to enlarge its market share and power by form as dominant as possible position on the car market. 
· Manufacturer volume – the company has more than 120 building factories around the globe. 
· Continuously innovations and technological improvements in all spheres. (Chen, 2022)

[bookmark: _Toc124199005]Value chain analysis
	Value chain evaluation includes distinctive activities that a company could perform for being competitive among the rivals. If a corporation chose to evolve, the analysis could gain the customer fulfilment and net profit. (Kamran, 2019)
	For example, Volkswagen stepped into Indian market a lot late compares to its opponents. Although it is one of the largest companies of the world, the conglomerate still experience difficulties to reach higher position of the market than 1%. With the aim of changing that, the company merged Volkswagen group, Volkswagen India and Skoda into Volkswagen India Private Limited. This plan of action has the goal to reach 3% market share for the next three years and gain up to 5% in 2025. However, there are possible problems caused by delayed building of local supply chain in India and enlarging of merchandiser network. Currently two manufactories are ready and new constructor facilities are being established. The target is announcing of brand new SUV model for Indian customers, partnering with local production and logistic firms. (Lee & et al, 2021)
[bookmark: _Toc124199006]PESTEL
	There are variety of essential external factors, which may affect the business performance and decision-making process. They are known as PESTEL analysis. 
1. Political – Volkswagen as a multinational corporation operates in different countries and has to deal with variety of political factors, as uncertainty around Brexit or new USA government. Also most of the administrations aim to cut the carbon emissions, which will affect the car industry as a whole. 
2.  Economic – the company has privilege in India due to fast-growing local market and cheap work hand. Also financing the developing of e-cars is a huge opportunity for VW for improve its economic stability and decrease impact on rapidly changing fuel prices. 
3. Social – the investment in innovative vehicles and new fabric plants will increase the employment capacity and will change the social lifestyle as a whole. 
4. Technological – Volkswagen brands such as Porsche, Audi and Bentley are quite good technological competitors to other famous labels as BMW or Toyota in traditional car manufacturing. However, new players as Tesla and Google are huge threatens for VW’s progress in electric vehicles wholesale.
5. Environmental – The conglomerate has over 120 production plants and needs effective green policy for decreasing smoke, emissions and excess from them. Developing e-vehicles is a positive step to encourage that aim. 
6. Legal – The company should appreciate all laws and regulations for continuing its green strategy. (Wasim, 2017)

[bookmark: _Toc124199007]Porters five forces
	The core competitive strategy of Porter merge industry and rivals research and a firm’s favourable position. (Kamran, 2019) The five force estimation of Volkswagen AG is as follows: 
1. Threat of new entrants – Low. The automobile industry need huge financial investment and years for proving, which means the barriers for entry are high. For that reason, there is fairly low threat of new entrants for VW. 
2. Rivalry among existing competitors – High. Players on the car manufacturing market are many, which makes the competition quite savage. Volkswagen is expecting to gain its positions until 2025 by e-mobility development. 
3. Bargaining power of buyers – High. The customer demand for individual or company vehicles is huge. 
4. Bargaining power of suppliers – Moderate. Volkswagen had constructed local supply chain and using numerous suppliers, rather just few. 
5. Threats of substitute product – Moderate. (Wasim, 2017)

[bookmark: _Toc124199008]Industry life cycle
	Volkswagen AG establishes its autos and devices in as biodegradable and eco way as possible. This includes all types of production- from raw materials to suppliers and terminal recycle method. Some of the actions are:
· Designing innovative CO2-neutral power of source;
· Initiating broad electrification campaign to deliver e-cars for everyone;
· Creating new label ‘Moia’, which is smart and eco-friendly concept;
· Recycling car batteries and recovering expensive helpful materials. (Volkswagen AG, 2022)
[image: ]
Source: (Volkswagen Newsroom, 2023)
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[bookmark: _Toc124199010]Strategic sustainability and green strategy
	Volkswagen responded with agreements, reimbursements and assurances of environmental achievement to the emission scandal. The company’s cheat opened ‘Pandora-box’ of current and future efficiency problems. The high-level management faced huge internal and external pressure regarding the whole effectiveness of the engine and competence of the engineers. In Europe, the conglomerate produced new public-passenger autos and constructed less noisy, economic and more fuel-efficient engines. Dispatching fast, economic and green diesel automobiles is a paradox, as the more efficient and power engines produced more emissions. (Gaim , Clegg, & Cunha, 2019)
	Volkswagen AG made ecological policy that present guidelines for environmentally-safe decision-making, project management and green governance. Sustainability is priority topic in the business world and every company should pay attention of climate change and environmental apprehension. The VW corporation has announced four lead actions on its annual report in 2021: 
· Entering and implementing the Paris Agreement climate pact, with the target to become zero-carbon company by 2050;
· Planning to lessen manufacturing ecological impact, increasing facility effectiveness and encourage recycling of materials; 
· Improving regional air condition by advancing e-mobility scheme;
· Becoming an example of innovative, prosperity and clear corporation with environmental direction.  
As a consequence of this actions, some pivot areas have been confirmed from the financial analysis, such as: decarbonisation, circularity (CE), transformation in supply chain and employment. In 2021, two topics were added- integrity and diversity. (Volkswagen AG, Annual Report 2021, 2021)

[bookmark: _Toc124199011]Corporate Social Responsibility
	Corporate social responsibility (CSR) represent big part of today’s trade zone and any immoral behaviour lead to huge outcome, often in negative way. The ‘Diesel gate’ effect enormously over the VW’s reputation. More than 30% of firm’s profit comes from outside Germany. Also the company is presented in other geographical regions (North America, Asia, Europe) in developing economies. Furthermore, Volkswagen has been hanging out from London Stock Exchange and FTSE4Good index for 2 years. This led to public doubtful and incredulity of company’s social responsibility. (Mačaitytė & Virbašiūtė, 2018)
[bookmark: _Toc124199012]Business ethics
	Ethics moral behaviour should persuade at all management levels. Hence, multinational corporation, as VW, demand more mobility in ethical regulation to present different socio-cultural and moral circumstances. The VW’s diesel-emission scandal is example of unethical business behaviour with negative consequences for direct and indirect partners and shareholders. The case is emblematic, because the company reveal itself as an ecological and ethical. HR policies of the corporation were put under doubt also, after Volkswagen shocked the world after dishonour business ethics and sustainable policies. (Ameen, 2020)

[bookmark: _Toc124199013]Conclusion

	For few decades, Volkswagen AG has been apprised as one of the largest car manufacturers in the world. The company has been valued as reliable and reputed and has promising future. After the emission scandal, VW had impact over its stock prices, corporate reputation and financial presence. The company should renew its brand prestige by renovate eco-friendly commitments to the shareholders and customers. Also new transparent environmental policies are required in order to increase social and corporate responsibility. (Mačaitytė & Virbašiūtė, 2018) However, the corporation’s new strategies – ‘New Auto’ and ‘Together 2025’, reinvent and transformed the company’s presence into global-leading, software-innovating mobility manufacturer. (Volkswagen AG, Sustainbility report 2021, 2021)
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