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The purpose of the study is to identify the business strategies of Volkswagen in the last five years.  The motto of the company and the pricing methods of the business have been discussed throughout the study. The different resources and capabilities of the business have been discussed as well. The different resources of the business have been highlighted in the study with their state in the company. VRIO toll has been used to highlight the resources which are valuable, rare, immutable and organised. The reasons behind providing the rank to the resources have been described throughout the study too. Peter Five tools have been used as well to evaluate the sustainable consideration and environment of the organisation. The current market environment for Volkswagen has been illustrated as the bargaining power of the company with the buyer and seller has been negotiated. Possible threats from substitute products and new entrants have been evaluated as well.  The study has discussed the position of its competitor of Volkswagen in the market and a comparative study of the sustainability plan of the company has been analysed as well. Effective recommendations have been provided through the study which will help the company to improve its business strategy and to develop the quality of the resources as well. The recommendations will assist to make the sustainable program of the company more impactful, and an overall business development plan has been provided through the study.
[bookmark: _6okfwv8xxyhn][bookmark: _Toc119711516]Business Strategies of Volkswagen over the past five years.
The business strategy of Volkswagen can be analysed in detail by the toll of Porter's Generic. In this tool, the four strategic sections of the company will be discussed and those are the cost strategy, differentiation strategy, focus strategy and differentiation focus. The cost leadership strategy will explain the profits of the business by reducing the operation cost. The current market share of the company and the current pricing strategy of the product of the company will be analysed under this factor. The differentiation strategy will analyse the innovation, and effectiveness of the different offerings of sales and marketing (MindTools, 2022).
Cost Leadership: Cost strategy is mostly adopted by companies who intended to set a low cost for their production. Companies which have a broad range of production can keep the pricing strategy low as the count of sales helps them to achieve profit even based on low-cost sales. If the company will keep the pricing of the product low, that does not mean that 6the quality of the product will be compromised as well (Eldridge, 2018). Volkswagen is a company which targets the middle-income group of the market, and the brand maintains a low-level image as it is affordable for people of minimum income capacity. As the cost of the product of Volkswagen is reachable for the lower middle-class people, the count of the customer helps the company to achieve the desired profit easily. For example, in China, the price of a Polo which is a basic car model Volkswagen is 100,000 RMB and the cost of an Audi A1 is 200,000 RMB. It specifies that Polo is a reasonable product and that the mass belonging to the middle-income group will buy that product (law aspect, 2020).
Cost Focus: Cost focus is a narrow business strategy which only considers the pricing of the product, but the quality of the product gets compromised. There are certain customers in the market who have a low level of affordability and while buying any goods they only consider the price of the products, and the quality of that product becomes secondary for them. Such a strategy narrows the market for the company as there are many as well who consider both the pricing and the quality equally important (Eldridge, 2018). Volkswagen does not belong to this category as the company is concerned with their product reputation as well. The company maintains a base of loyal customers who helps the business to keep the top spot in the core of the European market. New customers are also impressed with the products and services of the company and the company has a sharp competition for ranks with its competitors (annual report 2020. Volkswagen, 2022).
Differentiation Leadership: Differentiation leadership helps to identify the different needs of the market and the company gets guidance from the market as well as which kinds of production must be made by the business to sustain in the competition. The different approaches of the competitors are also required to be considered and the company must make effective changes to serve varieties to the customers (Eldridge, 2018). Volkswagen has taken the differentiation strategy with great sincerity and the groupies investing in its brands named Skoda, Seat etc and improvising the features of those models to make a tough competition with other low-priced car companies like Hyundai, Kia etc. the brand intended to focus more on their basic market which might have been neglected for few years. The business is now concentrating not only in priced oriented customers, but innovation is also a serious cause for the company (Krogh, 2019).
Differentiation Focus: Differentiation strategy helps the business to understand the different dimensions of the customers. The customer base of the company can be divided into different categories and the target customers of the company are possible to identify through differentiation focus. The Company is trying to produce a different product range which will catch the eye of the customers and the consumers of different tenses will get attracted towards the brand and the business of the company will grow by profit. The company is intending to include more features in its products, getting inspired by the competitors and trying to make a balanced competition with them in respect of innovation (Eldridge, 2018). The company has introduced many new models in the market which will help the company to earn a strong market base. In the new model of Beetle, the designer has tried to implant a unique style and has inserted many different amenities which has made the car very attractive towards the customers. The design and innovative features of Beetle are an advantage of its marketing for Volkswagen (homework. study, 2022).
[bookmark: _1fob9te][bookmark: _Toc119711517]Capabilities and Resources of Volkswagen
Volkswagen has been conducting its business for a long time and has become one of the leading companies in the market. There are many kinds of resources that are needed by a company to be competitive in a market. For being successful a company needs to have adequate internal resources which can make them more effective. Thus, the skills and capabilities of the company need to be enhanced for them to be more competitive in their targeted market. The internal capabilities and resources of Volkswagen are being evaluated below using VRIO analysis (Ariyani and Daryanto, 2018).  
VRIO Analysis
	 
	Value
	Rare
	Difficult to Imitate
	Organised
	Sustainability

	Human Resources
	✓
	✓
	✓
	✓
	Sustainable Competitive Advantage

	Financial Resources
	✓
	x
	✓
	✓
	Unused Competitive Advantage

	Material Resources
	✓
	✓
	✓
	✓
	Sustainable Competitive Advantage

	Non-Material Resources
	✓
	✓
	✓
	✓
	Sustainable Competitive Advantage


Table 1: VRIO analysis of Volkswagen                      Source: (Volkswagenag, 2022)
Human Resources: Volkswagen has an efficient workforce that helps them to be successful in their targeted market. Other then the workforce, the knowledge base and skill set of the employees and workers are also considered in human resources. The number of employees in the company is growing continuously. It can be seen that Volkswagen had 665,000 employees in the year 2020 which increased to 668,000 in the year 2021 (Carlier, 2022a). The employees have great value for the company's success as they are well-trained and capable. Thus, it can be stated that the human resources of the company are very much reliable which makes them valued. The company has arranged several training and development programs through which the employees have become more skilful. This has made them rare, not imitable and organised which helps the company in having a sustainable competitive advantage.
Financial Resources: Financial resources are known as monetary assets, shares and more. Volkswagen's operating profit was £8.41 billion in the year 2020 due to the pandemic. However, they have been able to increase their operating profit to £16.76 billion in 2021 (Carlier, 2022b). The market share of the company is almost 8% of the entire automotive industry in the world. In the UK Volkswagen had a market share of 8.96% in the year 2021 (Carlier, 2022c). Therefore, it can be said that their financial resources are valued, difficult to imitate and organised. However, it is not rare as they have several competitors through which they get an unused competitive advantage in the market.
Material Resources: Volkswagen now has more material resources than it did five years ago. They improved the efficiency of their cars for their clients by incorporating several additional features. The addition of features like parking assistance, DSG gearboxes, gesture control, cylinder deactivation, the e-Remote and others have increased the utility of Volkswagen vehicles for consumers. They have also been using the ACCELERATE strategy (Volkswagen, 2022). These material resources have also been used in a planned manner, making them extremely rare, valued, organised and non-imitable which helped in having a sustainable competitive advantage.
Non-material resources: The brand image, brand recognition, patents, and intellectual property of Volkswagen are parts of non-material resources. This company has been in the market since 1937 and provides great products and services to their customers which have helped them in having a good brand image. Along with that, they have used ad campaigns, use social media channels to promote their products which have grown their brand recognition. Thus, their non-material resources are organised, valued, not imitable and rare which also gives them a sustainable competitive advantage (Volkswagenag, 2022a).
[bookmark: _3znysh7][bookmark: _Toc119711518]Consideration of Sustainability and Environment for being Competitive
Porter’s Five Forces Model 
Competition in the industry: Volkswagen has been operating in the market since the year 1937 which has made them well-known in the automobile industry. However, they have several competitors like Ford, Toyota, BMW and many more which pose a threat to their business. These companies might target a similar customer base which makes the competition in the industry high for Volkswagen.
Potential of new entrants into the industry: As Volkswagen is a leading company in the automobile industry, they have gained a positive brand image and brand name. They have a huge loyal customer base and they have focused on customer satisfaction more than anything. This helps them in getting more customers which increases sales and market share. A company that is newly entering this market cannot compete with Volkswagen as they cannot have the strength of customers. Therefore, it can be said that the potential of new entrants is low concerning Volkswagen.
Power of suppliers: Volkswagen’s suppliers are an integral part of their business’ success. They have now created ONE.Konzern Business Platform (ONE.KBP) for their global procurement processes. This has also been made for supporting the growth and betterment of supplier processes. Therefore, it can be seen that the company considers its suppliers’ well-being and safety. They supported their 40,000 so that they could take measures during the pandemic which has made the power of suppliers high (Volkswagenag, 2022b).  
Power of customers: Customers are Volkswagen’s main focus as by satisfying the customer they can increase their profit margin. Their core objective is to fulfil the customer’s needs as enhancing customer satisfaction is their ultimate business objective. They have utilised e-mobility in their group sales as they have offered 70 battery-electric vehicles and 60 hybrid vehicles by the year 2030. Thus, it could be stated that they have modified their products and business plans according to the customer's wants and demands. Therefore, this makes the power of their potential customers high (Volkswagenag, 2022c)
The threat of substitute products: Volkswagen mainly sells vehicles which are petrol and diesel cars. Other than that, they have electric cars like ID, along with 4, e-up! and e-Golf which are fully electric cars. This makes the threat of substitutes in the industry low to medium (Volkswagen-Newsroom, 2022).
[bookmark: _Toc119711519]Recommendations 
After the diesel gate incident, Volkswagen as a brand wants to reinvent itself. For 2030, the organisation is setting a new strategy called 'New Auto'. To maintain its reputation and focus on sustainability, Volkswagen has decided to implement this new strategy. The organisation's leaders are predicting within 2030, a world of mobility can change fundamentally. The entirely networked transportation with an autonomous drive and electric drive can identify the way automobile industries will move around in the upcoming days. Volkswagen's 'New Auto' strategy is the significant driver of transformation and also accelerates realignment to tech companies from vehicle manufacturers. The organisation is expecting within 2030 their international revenues from mobility will double. The brand can increase its potential through its strong brand recognition and its innovative and leading platforms of technology, in China, the USA and Europe. All these tech platforms, in Mobility Solutions, Batter & Charging, Software and Mechatronics should become Volkswagen Group's value drivers. These will enable the brand to leverage synergies and scale across brands and are also open to 3rd-party business.  
After delegating, Volkswagen has to focus on a long-term perspective to recall its brand. The organisation is willing to raise the all-electric cars share in Europe to 70% of sales by 2030. The organisation in this way aims to exceed EU regulations (planned). Within 2030, the company is also targeting to raise e-cars share to 50% in China and USA. the leaders and management of the company are focusing on increasing their pace, covering entire segments and developing massive volumes. In this manner, Volkswagen wants to position itself as the international market leader for climate-neutral e-mobility. Along with e-car sales, the organisation is also focusing on digitalisation. This worldwide brand is driving the change via digital consumer experience and creating software into core competencies, tapping into extra revenues through data-based services. Within 2026, the car company is wanting to set new standards in 3 major areas such as business model 2.0, technology and a radical approach to new production. The company is predicting to gain customers' trust again within 2026 after this delegate. Even this car company brand is going to invest nearly 18 billion euros within 2026 in hybridization, digitalisation and e-mobility. Volkswagen aims to achieve a minimum 6% sustainable operating margin by 2023 to manage its investments. The company has to change from the ground up after this major scandal. To increase sustainability and competitive advantage, Volkswagen needs to stand for e-mobility (climate-friendly) like no other car company. This approach will also help the company to increase its autonomous drives around the world and fascinate the digital consumer experiences. Accelerating strategy is going to be the major approach for Volkswagen to give the digitalisation of brand a further boost.                
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Conclusion 
 The assessment concludes with the last 5 years' business strategies for Volkswagen. By using Porter’s Generic strategy, it is determined Volkswagen targets the lower-middle-income group and their business maintains a loyal customer base. From VRIO analysis, it is determined Volkswagen gains sustainable competitive benefits in human resources, material resources and non-material resources. However, in financial resources, the company has unused competitive benefits. It is also concluded that Volkswagen has faced high competition, low new entrants, high customer bargaining power threats and many more.  
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