[image: ]




Module title: Strategic Management and Sustainability
Module No: LCBB6004


The competitive environment analysis of VW and its strategies 

Student name: Emil Aleksov
Students ID: 1915955

Words: 2 599



Contents
Introduction	3
The Volkswagen strategy	3
Analysis of the capabilities and resources of the Volkswagen	5
Analysis of the competitive advantages of the Volkswagen	7
Recommendations for further sustainability	8
Conclusion	10
References	11



[bookmark: _Toc123229132]Introduction 
Volkswagen is a world-famous German company that has focused its development on creating automotive vehicles. The company has ten leading car brands that it manufactures in European countries. The company's primary market is the East, with a large share of sales in China (Volkswagen, 2022). The ten brands in the group are Volkswagen, Skoda, Seat, Audi, CUPRA, Lamborghini, Bentley and Porsche. Also included are Ducati and Volkswagen Commercial Vehicles (Volkswagen, 2022). The company also has other businesses, mainly focused on creating insurance, financial and other business services. The primary group strategy of the company is "NEW AUTO" - mobility of future generations. The company's efforts aim to create the best vehicles and become a global leader in sustainable cars (Volkswagen, 2022). The report aims to examine and analyze Volkswagen's strategy in the direction of creating and achieving this goal. A report examines Volkswagen's strategy over the past five years, including analysing resources and capacity. In addition, an analysis of the competitive advantage and strengths of the Volkswagen company in achieving its strategy is presented. In conclusion, several recommendations for improving the process of achieving the strategy and goals of the Volkswagen company based on the analysis are presented.
[bookmark: _Toc123229133]The Volkswagen strategy
When choosing a strategy, one of the most important things is to choose one that is positive and suitable for the company in developing its potential. The choice of strategy direction depends on various factors, such as external influences and changes in the environment, internal changes in the company, and other factors that affect the development of the business, such as consumers, shareholders and management policy (Whittington et al., 2020 ).
There are four main general strategies: cost leadership, differentiation, focus and hybrid (Dean & Evans, 1994). The main goal of general strategies is to build a competitive advantage through the organisation's main activities. Competitive advantage is the way a company creates value for its customers (Wheelen & Hunger, 1983). A cost leadership strategy requires the reduction of the company's costs. This can be achieved by reducing the cost of material supplies, under certain fixed financial conditions, in the design and creation of the product (Pitts et al., 2003). The differential strategy aims at creating uniqueness in the company's activities to satisfy consumer desires (Sharp & Dawes, 2001). This can happen by creating a variety of products. A focus strategy focuses on a specific market segment by creating products based on narrow consumer preferences that meet that segment. In this direction, the strategy can be directed in two directions - a focus on costs - their reduction or a focus on differentiation- focusing on a specific need or technology. Finally, a hybrid strategy aims to incorporate and combine several major overarching strategies to meet specific company challenges or goals. A hybrid strategy can target changes in the organisation or the use of innovation and technology.
In 2021, the strategy towards which Volkswagen is heading until 2025 aimed to create a competitive advantage through diversification. Above all, using new and innovative technologies creates competitive advantages (Volkswagen Annual Report, 2021). However, the Volkswagen company also applies a hybrid system, which includes and pays attention to innovation. Its future goals mainly focus on creating better mechanics, batteries and charging, software and mobile solutions. In 2017, Volkswagen focused on creating essential solutions and achieving better management in the company so that resources could be used toward the desired goals. In this period, their strategy was cost leadership, as they were mainly looking for ways to optimise costs to have primary resources for technological solutions related to innovative and autonomous technologies (Volkswagen Annual Report, 2017). In 2018, Volkswagen's strategy was directed towards creating more successful vehicles and, above all, constructing a new brand position in the market of hybrid drive systems. In this direction, the company has moved in the direction of the focus strategy, as they have created some hybrid drive systems with a focus on sustainable development (Volkswagen Annual Report, 2018). In 2019, Volkswagen's strategy had one central vision - "Shaping mobility- for generations to come". The strategy includes several critical actions: good management, alignment, increasing brand quality, car software improvement, and excellent leadership. This period's primary strategy is to increase and generate profitable growth. In 2019, the beginning of the transparent shaping of Volkswagen's goals in sustainable development was set (Volkswagen Annual Report, 2019). In 2017, there was talk of TOGETHER 2025+, the company's strategy for sustainable development, which in 2019 was best shaped and presented with six clear actions and directions of development. In 2020, there is a slight delay, and the strategic goals need to be indicated in the annual report due to the impact of Covid-19. The Volkswagen company is trying to deal with the situation by making important decisions (Volkswagen Annual Report, 2022).
Therefore, in conclusion, Volkswagen has a differentiated hybrid strategy aimed at minimising costs and creating the uniqueness of its products by following goals aimed at building innovative technological solutions and sustainability of Volkswagen's business development.
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Some writers believe that resources and capabilities indicate the company's resources and how those resources may be used in the company's activities. The majority of the company's resources are ones that it can use in the manufacturing process, and it owns these resources. Most consist of machinery, locations, materials, and software tools. Additionally covered are both human resources and capital. Naturally, resources also consist of the company's financial resources, which can be seen in cash flows, earnings, balance sheets, and other things. The company's capabilities are the means through which it uses all of the resources described here (Whittington et al., 2020).
For instance, Volkswagen manufactures all ten automobile brands using its resources, such as buildings, equipment, and materials. Furthermore, most of the company's output is sent to China from several European plants and locations (Volkswagen Annual Report, 2021). In addition, having personnel is essential to use the machinery and other physical assets in the business. At Volkswagen, this is the workforce being taught to utilise the equipment, software, and materials for manufacturing automobiles, and that is now undergoing training for this purpose. On the other hand, Volkswagen puts its financial resources toward acquiring materials, generating profit, and paying dividends to its shareholders, in addition to paying its workers (Volkswagen Annual Report, 2021).
It is reported that this is a large-scale production because, in 2021, the Volkswagen firm produced little more than 630,650 automobiles across all of its operations (Volkswagen Annual Report, 2021). Volkswagen has to have a vast infrastructure to create many automobiles. This infrastructure must comprise a variety of machinery, manufacturing facilities, and other production methods. The Volkswagen Group has 63 production facilities in Europe, with a strong emphasis on the Asia-Pacific market in 34 locations (Volkswagen Annual Report, 2021). In addition, these 63 Volkswagen plants are equipped with high-quality machinery responsible for producing these automobiles using an assortment of cutting-edge technology and digital methods. Volkswagen can achieve cost savings throughout the value chain thanks to digitalisation, enabling the company to realise a more flexible implementation approach and improved manufacturing quality. These manufacturing plants are home to almost 668,000 of Volkswagen's workforce, which spans the globe and is employed by the firm in various capacities. About 294,000 individuals are employed in Germany, while another 294,000 people are employed in other countries (Volkswagen Annual Report, 2021). The Volkswagen brand is responsible for selling around 8,576,000 automobiles worldwide, of which approximately 937,000 are sold in Germany, and approximately 7,603,000 are sold in other countries (Volkswagen Annual Report, 2021). It may be established that there is a drop in 2021 by comparing the data with the information from 2020 to the information from 2017, which was done. This decrease may primarily be attributed to the sales of automobiles in Germany. According to the information presented in Volkswagen's Annual Report for 2021, it has been determined that sales hit 10,956,000 units in 2019, with around 1,300,000 of them occurring in Germany (Volkswagen Annual Report, 2021). Even during Covid-19 in 2020, sales are estimated to be 9,157,000, while in Germany, they were around 1,108,000. According to the financial data presented in the report, it has been determined that the sales income is around 250,200,000 euros, and of these, 202,950,000 euros are the expenses of the sales that have been made (Volkswagen Annual Report, 2021). The Volkswagen corporation has been increasing the expenses associated with research and development annually, which has resulted in a rise in the worth of the company's goods.
Additionally, the Volkswagen brand has an exceptionally diverse product catalogue (Volkswagen Annual Report, 2021). The Volkswagen brand encompasses ten vehicle manufacturers, each offering a diverse line-up of automobiles. In addition to all of this, Volkswagen has a well-built supply chain with a variety of partners that assist the firm in developing its business. The digitisation of Volkswagen's supply chain is a significant asset in the company's efforts to achieve an automated supply process and advance corporate growth through an integrated model that prioritises environmental sustainability.
[bookmark: _Toc123229135]Analysis of the competitive advantages of the Volkswagen 
A competitive advantage is the company's quality to stand out from its competitors in the eyes and imaginations of consumers. A competitive advantage is a characteristic that makes a product competitive against others in the market (Ansoff, 1965). According to Porter, competitive advantage is primarily the ability of a company to outperform its competitors by providing value to consumers (Porter, 1985). This advantage can be expressed in a lower product price or giving the product uniqueness over competitors. According to Porter, value is more important in this direction, while according to Ansoff, the source of this competitive advantage is more critical. Two main directions are distinguished in the definition of competitive advantage in the literature. One is in the direction of the advantage in terms of the use of the company's resources, such as cost optimization, profitability, efficiency, and return, and the other is the specificity of the product, such as the use of technology, location, uniqueness and others. According to the sources of competitive advantage, it is determined exactly what it is in the face of competitors (Powell, 2002). Competitive advantage from resources and process optimization primarily affects production. The competitive advantage of Volkswagen is related to the quality of the manufactured products, as it is reflected in the production process and the products' maintenance even after their purchase. In this direction, let us look at the competitive advantage of Volkswagen.
On the one hand, it has died its processes in the direction of creating a better and quality product on the other hand. However, the company strives to stand out with its uniqueness. For this purpose, it shows creativity in new technologies in creating the cars by using attractive designs and follows the creation of the products according to the users' preferences - tailor-made cars. Despite these unique features, the company mainly stands out from the competition with its production quality. Accordingly, its products are both for the middle and high classes. Volkswagen offers products to lower-paid consumers of its ten brands, such as some series of Volkswagen, Skoda, and Audi. It also offers super high-quality products such as Lamborghini, Bentley and Porsche. In this direction, some main positives of a competitive advantage obtained through the improvement of the production process and the uniqueness of the product can be seen, and these are - high quality, consumer loyalty, a rich portfolio of products and the creation of a unique user experience in the vehicle. As the negative features of competitive advantage, low-quality materials and consumables from the supplier can sometimes fail the quality of craft. Sometimes this quality may only be in the control of the Volkswagen company.
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In the next hour of this report, several proposals will be made that may be addressed to the management of Volkswagen in developing sustainability and preserving sustainable business growth. These recommendations can be found in this section of the study. As was made abundantly evident, beginning in 2017, the annual report has discussed the company's long-term growth and has established crucial objectives. On the one hand, Volkswagen has been focusing on these technologies since then; yet, in 2019, the company specifically established its objective of constructing new automotive systems that would support the future growth of generations (Volkswagen Annual Report, 2019). In addition to all of this, Volkswagen is a corporation with incredibly high levels of influence among customers and widespread appeal. Over the last five years, the Asia-Pacific region, particularly China, has been its primary focus and market. There have been efforts made in the direction there, as well as the creation of plans for supplying the items in Europe and the rest of the globe, in addition to China. Following an examination of Volkswagen's business model, which has a hybrid differentiation approach coupled with an extensive product catalogue, the following suggestions are some of the most important that can be made:
1. To achieve sustainability in Volkswagen's production as a whole, it is required to adopt a plan that clearly identifies the activities to be taken and the direction in which company growth should proceed. Volkswagen's strategy needs to be narrower and concentrate on several different but interrelated paths. The total number of objectives is 12, which is much too numerous to accomplish. Even if they aim to make considerable progress by 2025, the number of goals is overwhelming.
2. The second suggestion, created in this direction, is targeted at minimising the total number of goals. A selection of the most significant of them served as the cornerstone for the commencement of the Volkswagen company's policy for developing and preserving the environment.
3. The third recommendation covers the indicators used to monitor the progress toward the objectives. At the moment, the firm evaluates its financial impact, demonstrating that its edge in the market is explicitly derived from this process of optimising Volkswagen's resources and skills.
These three proposals aim to ensure that the status quo they have already established is preserved. However, according to an analysis of the preceding five years, the Volkswagen company is heading in one direction toward improving the overall performance of the business, the feeling of consumers, and, most importantly, optimising and maintaining a good level of business development. This was determined by looking at how these factors have changed over time.
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As the study draws to a close, it is reasonable to state that Volkswagen employs an intriguing approach, the objective of which is to attain the highest level of resource management possible, which will ultimately result in the acquisition of a long-term advantage in the market. The fact that the company holds a 12% share of the market in China demonstrates that it is successful in achieving its objectives as a result of its efforts to enhance certain fundamental activities, vision, and mission, as well as to maximise the effectiveness of strategic activities and the strategy itself. According to the investigation findings, the corporation pursued one strategy in 2017, but by 2021, it had adopted a different approach. At this point, technology and long-term development to provide a sustainable environment for future generations are essential for the Volkswagen corporation to focus on. Therefore, the most important goals that will be set in 2019 are aimed at optimising the management process and presenting sustainable business management, which will give results in 2021 and have the tendency to have an impact in the future up until 2025, when new goals will be set. A new period in the development of the Volkswagen company will begin.
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