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The purpose of this paper is to analyse Volkswagen Group and its competitive environment. In order to carry out the analysis, the key business strategies and the resources and capabilities of the firm over the previous five years will be identified to assess the extent to which the organisation has linked its resources and capabilities with its existing business strategies. Furthermore, the company’s competitive advantage will be evaluated by considering sustainability and the environment, and recommendations will be provided on how additional sustainability practices might assist the organisation in establishing future competitive advantages.
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Volkswagen Group is a European vehicle manufacturer and automaker headquartered in Wolfsburg, Germany. Porsche, Audi, Skoda, Seat, Bugatti, Lamborghini, Ducati, Volkswagen, Bentley, Volkswagen Commercial Automobiles and Cupra are most of the brand names under which the company markets its vehicles. Through Europe, Asia, Africa and the Americas, the group employs 662,575 people, operates 120 manufacturing plants, and sells its automobiles in a global market of 153 countries (Volkswagen, 2021a). As of 2021, the firm held an 11.7 per cent share of the worldwide passenger car market (Volkswagen, 2022a). Regarding the battery electric vehicles (BEVs) market, with a market share of 25 per cent, the group is the market leader in Europe and, with 7.5 per cent, has reached the second position in the US market (Volkswagen, 2022b).
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A company's corporate strategy considers the bigger picture and the manner in which value is added to the organisation's constituent businesses (Whittington et al., 2020). With the introduction of its corporate "STRATEGY 2018" in 2008, which aim was to increase its profitability and unit sales for the long-term Volkswagen Group, significant momentum was sparked by its clear and ambitious goals, which laid the groundwork for the Group's significant success in the last decade (Volkswagen, 2016). According to S&P Global (2015), the Group has managed to accomplish its corporate goal of selling more than ten million units four years ahead of schedule, as SEAT, Porsche, Skoda and Audi have all achieved double-digit growth. However, this success has been shadowed by the "diesel gate" emissions scandal that shook the VW Group and forced it, in view of the reputational damage created and financial losses suffered in terms of sales and stock price, to redevelop its strategy, restructure the organisation, replace the leadership and rebrand the product (Welch, 2019).  The company's growth should align with a central corporate strategy (Whittington et al., 2020). In 2016 the Group launched the "TOGETHER 2025" corporate strategy, the most significant change process experienced by the company, through which the Group was aiming to become one of the world's leading providers of sustainable mobility. The four key building blocks of the strategy were to transform the core business activities, build a mobility solution business, secure funding and strengthen innovation power (Volkswagen, 2018). Consequently, each brand owned by the Group advanced with its own market-specific strategies (Welch, 2019). 
TOGETHER 2025+ corporate strategy enhanced in 2019 is nothing else than a revision and extension of TOGETHER 2025 strategy (Volkswagen, 2021c) with a focus on the Group brands and their product portfolios to achieve better brand positioning to gain greater differentiation in the eyes of consumers (Volkswagen,2020a).
Diversification is a strategic direction that entails expanding an organisation's range of products or markets (Whittington et al., 2020). For instance, the Volkswagen Passenger Cars label consistently advanced its "TRANSFORM 2025+" strategy in 2017 and significantly increased its operating income by successfully launching over ten new models through its global product initiative (Volkswagen, 2018) and delivering, in 2018, a record of 6.2 million cars globally (Volkswagen, 2019). Another example of diversification or horizontal integration is the 2021 acquisition of US commercial vehicle manufacturer Navistar by Traton SE, a subsidiary of Volkswagen Group (Navistar, 2021). Traton SE, which aspires to emerge as a global leader in the market for commercial vehicles and lead the transformation of the logistics sector, has gained significant market access in the United States as a result of this acquisition (Volkswagen, 2022b).
Vertical integration is another form of diversification and corporate strategy direction (Whittington et al., 2020). An example of forward integration is the acquisition, in 2019, of 60% of Fleet Logistics’ share by the Group subsidiary Volkswagen Financial Services (VWFS). The acquisition has been made to establish a global brand-neutral fleet and mobility management specialist, where VWFS transferred its subsidiary CarMobility to Fleet Logistics to achieve economies of scale (Jacobs, 2019). Volkswagen's acquisition of the remaining shares in diconium, from 49% to 100%, is another example of forward integration. This was done to expand the Group's digital sales solutions capabilities, including creating a worldwide online sales platform that would allow customers of all Group companies to manage and purchase digital services and on-demand functions for vehicles entirely connected in the future (Volkswagen, 2020a).
The Group anticipates a gradual shift in revenue sources between 2021 and 2030, from traditional combustion engine cars to zero-emission electric vehicles and from car sales to mobility services and software, bolstered by autonomous driving as a critical technology. With the 2021 "NEW AUTO" corporate strategy, the Group is transitioning from a car manufacturer to a mobility company where battery and charging will become its core competency and primary revenue source (Volkswagen, 2022a). As part of its backward integration for the production of its electric vehicles, the Volkswagen Group has concluded three additional strategic partnerships in the sector of electric car batteries with lithium supplier Vulcan Energy Resources, battery specialist 24M Technologies and materials technology group Unimore (Randall, 2021). Volkswagen's participation in the supply chain provides access to the costs and capacities of the materials and raw materials required for battery production (Volkswagen, 2022a). As part of its forward integration and following its latest corporate strategy goals to invest in the global development of an open fast-charging network, the Group recently partnered with Enel X Way to construct the most significant high-power charging network in Italy (Volkswagen, 2022c).
A localisation strategy is essential for developing, growing, and remaining competitive internationally. The localisation strategy in the Chinese market, vital for the Group's global transformation, seeks to accelerate the pace of innovation, technical localisation and customer focus to provide Chinese customers with customised products based on globally developed platform technologies (Volkswagen, 2022d). Despite being a sales leader in the Chinese market in previous years, Chinese electric vehicle manufacturers are gaining market share from the German Group, which expects its market share in China to be around 16% in 2022 (Boston, 2022). In 2022, India surpassed Japan to become the world's third-largest car market (Yamada and Hanada, 2023). According to Kim, Kim, and Choi (2021), the VW Group has failed in its localisation strategy in the Indian market for years, accounting for 1% of the market share. With the INDIA 2.0 strategy, the VW Group intends to sustainably strengthen its position in India by enhancing the efficiency of existing synergies (Volkswagen, 2019) and increasing its market share to 5% by 2025 (Kim, Kim and Choi, 2021).
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A business strategy is a plan that specifies how an organisation intends to position itself, attain its short and long-term objectives, and grow in time. The business strategy focuses on pursuing competitive advantage in markets at the business level instead of the corporate level (Whittington et al., 2020). According to Johnson et al. (2017), both Porter's Framework and the Strategy Clock identify different generic strategies, such as cost leadership, differentiation, focus and hybrid strategies. A few examples of business strategies of the Group brands are provided below.
According to its CEO, the VW Group's executive board has established a new focus in the European market for its mass-market Seat, VW and Skoda labels based on 14 customer groups (Cremer, 2017). In 2017, SEAT increased its customer deliveries by 14.6% (Volkswagen, 2018) compared to the market's overall growth of 3.4% (Dryburgh, 2018). The company differentiated itself from its competitors through its models design heavily geared toward a younger demographic with a focus on the younger target in the market (Dryburgh, 2018). The business strategy followed in this case was a hybrid strategy. Furthermore,  in 2019 the company delivered 574,100 vehicles, a 10.9% increase from 2018, marking the third consecutive year of double-digit growth for SEAT, where product diversification with the introduction of SUV models has been crucial to the expansion of the market (Seat, 2020).
Audi continued to offer premium products to its customers because its design, quality, and user experience distinguish it from its competitors and is concentrating on a differentiated mobility offering comprised of individualised services for private and fleet customers as well as competitive autonomous driving capabilities (Audi, 2019). Audi's strategy focuses on differentiation and on profitable growth (Audi, n.d).
Bentley follows a focus strategy in the luxury automotive industry, differentiating itself from the competition through craftsmanship and car customisation (Bentley, n.d.). In the first nine months of 2022, Bentley's operating profit has more than doubled, compared to the same period in the previous year, as global economic uncertainty failed to dampen customer demand for increasing car customisation and niche models (Carey, 2022).
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An organization's resources are the assets that contribute to its value creation, while the capabilities are those routines, management skills, and leadership that enable the organisation to utilise, share and generate value from its resources (Lynch, 2018). When resources and capabilities create a customer-valued product or service and allow an organisation to respond to environmental opportunities or threats, they are valuable (Whittington et al., 2020). In the image below the different types of resources and capabilities are illustrated.
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Figure 1. Resources and Capabilities (Whittington et al., 2020)

Physical tangible and intangible resources
· VW Group operates 120 manufacturing plants worldwide (Volkswagen, 2021a). 
· Seven Innovation Centres in Europe, Asia and US (Volkswagen, n.d.a.)
· The group holds a total of 103072 patents worldwide, 75836 of which are active. Companies such as Ford, Toyota, BMW and Hunday are using the Group’s patents to advance their research (Insights By Greyb, 2022).
· Technology Innovation such as The Modular Electric Drive Matrix (MEB) and the Premium Platform Electric (PPE) e-car platforms that the Group use to build its electric cars (Volkswagen,2022e).
· Software technologies as key part of the car functionalities and use of quantum computers for real world applications (Volkswagen, n.d.b).

Financial resources

· In its cash flow statement at the end of 2021, VW Group reported cash and cash equivalents totalling €39.1 billion (2022a).
· The Group's funds suppliers include Banco Santander, Crédit Agricole, Commerzbank, Société Générale, Bayerische Landesbank, and Intesa San Paolo (Volkswagen, 2021b).

Human resources

· At the end of 2021 the Group employees amounted to a total of 672,789 employees with 43.9% of its workforce located in Germany (Volkswagen 2022a).
· Around 200 engineers, scientists, designers and other specialists work at the Innovation and Engineering Centre California (IECC) (Volkswagen, 2021d).
· Ten specialists work for the Group in the U.S. and Germany with quantum computing (Volkswagen, 2021e).
· The group has around 40,000 suppliers (Volkswagen, 2020c) for raw materials, components, and machineries required for automobile production, as well as for supplying the plants with services, consumables, and capital equipment (Volkswagen Newsroom, n.d.a.).

Capabilities

The group is producing 32,355 cars per working day on average through its manufacturing plants (Volkswagen, 2021a). In 2021 the Group produced a total of 8.6 million cars (Volkswagen, 2022a), 14% less than Toyota who manufactured  over 10 million in the same period (Carlier, 2022). To align to its business strategies the VW Group aims for a greater efficiency in production through its production strategy TRANSFORM.TOGETHER 2025+ launched in 2018 to increase productivity across all sites by 30 percent by 2025 (Volkswagen, 2019), although according to its CFO the Group is more concerned with profits and quality than with market share and volume (Miller, 2022). Another step in aligning its existing resources to its current strategies has been taken by converting Zwickau manufacturing plant, from combustion engine vehicle production to dedicated electric vehicle production, to whom are following other plants such as Emden, Chattanooga and Hanover (Volkswagen UK, 2022). The 8,500 employees of Zwickau plant have been retrained (Franz, 2021), another 60,000 days of training have been invested in retraining Emden plant employees (Volkswagen, 2022f), the Group is not adding capacity but is reworking factory by factory and retrain its employees as part of its investment package to convert the factories into producing electric cars (Miller, 2022). 
In 2021 the VW Group invested 15.6 billion euro in research and development focusing primarily on the electrification of its portfolio of vehicles, new technologies, digitalisation and its modular toolkits and platforms (Volkswagen, 2022a). The Innovation Centres focus on decarbonization, resource conservation, security and future mobility models to maximise customer value (Volkswagen, n.d.a). 
The Group brands are managing their relationships with their suppliers through ONE.Konzern Business Plattform (ONE.KBP). The digital platform is used for the Groups’s global procurement procedures and the improvement of its supplier processes' quality (Volkswagen Group, n.d.).
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Competitive advantage refers to those outstanding advantages a business has over its rivals to enable the organisation to add more value to the market than its competitors (Lynch, 2018). In other words, refers to the manner in which an organisation provides value for its users that is above the cost of delivering to them and superior to that of competitors (Whittington et al., 2020). An organisation can achieve sustainable competitive advantage in different ways. Some sources of competitive advantage are differentiation, diversification, vertical integration, innovative technology, high quality products, human capital, organisational culture and corporate social responsibility.
Volkswagen was the first automobile manufacturer to sign the Paris climate accord in 2018. The Group is determined to become the world's largest manufacturer of electric cars  by 2025 and is working on increasing energy efficiency and decreasing emissions in its factories focusing on sustainability to gain strategic competitive advantage which is a prerequisite for the Group businesses long-term success (Volkswagen, 2021f). Decarbonization occupies a central position in the Group's last strategy and is one of the focal points within the Group's initiative to enhance environmental, social and governance (ESG) performance (Volkswagen, 2022f). The Group plans that by 2026 a quarter of its vehicles sold will feature an electric propulsion system (Volkswagen, 2021g).
[bookmark: _Hlk124194636]To protect the global environment in rural and urban regions and to solve local environmental and traffic issues the Group delivers innovative car technology and forward-thinking mobility services in order to satisfy the needs of its customers (Volkswagen, 2021f). Furthermore, the batteries of the electric cars have been engineered to have a very extended lifespan and when are no longer needed through advanced processes are recycled, remanufactured and reused (Volkswagen, 2022a). Here Volkswagen Components Group intends to establish a closed material cycle that in the long term will decrease the Group’s demand for raw materials and reduce the CO2 footprint in the batteries (Volkswagen, n.d.b.). The long-term objective of the Group is to recycle 97% of all raw materials (MODO, 2019). Another source of VW Group competitive advantage stands in its strong research and development capabilities. To strengthen its role in the electrification and digitalisation in China the Group opened a new R&D centre for e-mobility in Anhui (Volkswagen Newsroom, 2020). As part of India 2.0 strategy to gain a larger market share in the Indian market the group opened a new R&D centre in Pune India (Chaliawala and Thakkar, 2019).
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Because India has the world's fastest-growing economy and recently became the world's third-largest vehicle market, Volkswagen Group should boost its emphasis and become more aggressive, perhaps considering a greater investment by opening a R&D centre for e-mobility in order to realise its full potential in India's competitive automotive industry. 
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Volkswagen is a powerful and successful organisation despite the challenges it has faced in recent years. The "dieselgate" emissions scandal shook the VW Group and forced it, in view of the reputational damage created and financial losses suffered in terms of sales and stock price, to redevelop its strategy, restructure the organisation, replace the leadership and rebrand the product. The massive investments in future technologies and the gradual transition from a car manufacturer to a mobility company committed to producing the greatest electric cars for its consumers with the view to become the world's largest manufacturer of electric cars is evident, as it is the Group innovation-driven culture. The Group’s innovative culture will continue to contribute significantly to the company's future success.
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Table 4.1 Resources and capabilities

Machines, buildings, raw materials, Physical  Ways of achieving utilisation of plant,
patents, databases, computer systems efficiency, productivity, flexibility, marketing
Balance sheet, cash flow, suppliers of Financial  Ability to raise funds and manage cash
funds flows, debtors, creditors, etc.

Managers, employees, partners, Human  How people gain and use experience,
suppliers, customers skills, knowledge, build relationships,

motivate others and innovate




