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[bookmark: _Toc140581715][bookmark: _Toc140851694]Introduction
Business strategy are the detailed plans which includes a process of how to reach towards goals and objectives effectively. These strategies give companies competitive advantages and helps the company to fight against competitors in the industry. A business environment needs to be considered before forming any strategy for an organisation. The business environment consists of external and internal environment which can affect the decision-making of the organisation. Therefore through several tools and models, the business environment should be evaluated before making any business strategy. This report will analyse the key business strategies for Volkswagen over the past five years and will discuss the framework to understand why these strategies were changed or pursued. Moreover Volkswagen’s resources and capabilities will be discussed in alignment with its current strategy. With the use of Porter’s five forces competitive analysis of Volkswagen will be done. Later part of the report will focus on recommendations for the company to develop competitive advantage for future growth and development. 










[bookmark: _Toc140851695]Business overview 
Volkswagen group is among the largest automaker in the world. It is a German multination automotive manufacturing organisation operating in Lower Saxony, Germany. The employee count of the company counts up to 600,000 around the globe and estimate 28000 vehicles are produced every day worldwide. The company owns 12 subsidiaries currently which encompasses of Audi, Seat and Skoda, Bentley, Bugatti, Lamborghini, Porsche, Ducati etc. there are 120 production plants of the company spread over four continents where the majority of manufacturing occurs in Europe and China. Among the 12 subsidiaries, it produces 347 different models (Bai 2021). 
[image: Volkswagen Group Could Phase Out Over 40 Models | CarDekho.com]
Figure 1 brands by VW
(source: stimg2.cardekho.com 2022)





[bookmark: _Toc140851696]The key business strategies of VW over the past five years. Use related frameworks to discuss why this strategy was pursued or changed.
The past strategies of Volkswagen focused on ‘becoming the most successful, fascinating and sustainable automobile manufacturer’. This strategy was introduced in 2018 and included innovation, enhancing productivity and market share for the company. After the scandal happened in 2015, company faced a huge loss due to emission of 40 times the legally permitted amount of nitrogen oxide (Kim et al. 2022). 
The 2015 scandal resulted in heavy fines and compensation paid by the company. Therefore this strategy formed in 2018 was recently superseded by strategy of 2025. The brand oversees 12 brands which are united by a common goal of Mobility. Another strategy is to become a world leading provider of sustainable mobility. Nineteen to twenty changes have been proposed to change certain areas of VW’s core business, build mobility, business solutions and, secure funding and improve innovation. The company also planned to move into electric vehicles in 2016 and is still pursuing the goals to develop good models in electric vehicles. This is an effort to recover the image from diesel gate scandal happened in 2015 and develop “environment friendly” vehicles (Kim et al. 2022). 
[image: Volkswagen (VOW) May Move Factories From Eastern Europe Due to Gas Shortage  - Bloomberg]
Figure 2 well equipped manufacturing unit of VW
(source: Kim et al. 2022)
These strategies are pursued to build environmentally sustainable image among the public and it was pursued through creating a management structure for coordinating sustainability and CSR. To make the strategy come into existence the company took efforts to meet stakeholders on a regular basis to conduct a discussion about industry’s movement concerning digitalization of value chain. According to Volkswagen, it believes that high level of interaction with stakeholders help in increasing efficiency and creating synergy for everyone who works for the strategy (Bachmann et al. 2023). 



















[bookmark: _Toc140851697]The resources and capabilities of the case study company over the past five years and analyse to what extent the company has aligned its resources and capabilities to its current business strategies.
The current business strategy of Volkswagen focuses on investing about 18 billion Euros in e-mobility, hybridization and digitalization. In the software enabled car company module, the company is focusing on working towards formation of software development which will become the core competency for the company. The company pooling existing experts, increasing resources and establishing a strong organisational unit. Company is planning to build all new vehicle models across the group by 2025 which will be based on cross-brand software platform. The aim of the company is to not only provide best vehicles but also exciting digital products and services (Welch 2019). 
Moreover, the company is planning to execute excellent leadership module where everyone in the organisation will be given training and a more systematic approach to succession planning will be taken into consideration to get right people at right time. The company will focus on customers, corporate responsibility, greater effectiveness and a positive approach for dealing with mistakes. It wants to increase its diversity at all companies and pursuing clear targets of getting more female and international managers on board (Zhang, et al. 2021). 
[image: Chart: Global Electric Car Sales Doubled in 2021 | Statista]
Figure 3 EV market place
(source: cdn.statcdn.com 2022)
As the company is focusing more in EV market share, it is developing and manufacturing electronic vehicles on a large scale. The current strategy focuses on charging infrastructure, and plans to form a controlled battery supply chain stretching from raw materials to battery recycling. The result of producing EV was amazing. The sales rose up to 26% in 2022 and therefore Volkswagen is doubling down its EV strategy and investing 180 billion euro for next five years (Buzatu et al. 2019). According to Volkswagen EV sales will help the company in future growth. 
Resources and capabilities are the tangible and intangible assets a firm uses to accomplish a strategy. To use the resources in a better manner, the company needs to ensure the resources are up to the VRIO framework where the resources are valuable, rare, hard to imitate and organized well (Cho and Shin 2022). To accomplish the strategies and gain competitive advantage, the tangible resources which are with Volkswagen includes land, equipment, materials, supplies, facilities and infrastructure. The company has owned and rented land for warehousing purpose, packaging etc. 
To fulfil the strategy of sustainable mobility and becoming world class leader for automobile manufacturer, the company has good amount of tangible resources. For the purpose of production and packaging, the company has plants and equipment for the operational purpose. The capability of the company is stronger than the competitors as it has 12 subsidiaries which produces 347 models. Therefore, the company is capable to increase its sales volume through its resources and capabilities (Máté and Péter 2022). 
Key resources and capabilities are finance, technology, plant, equipment, product development, purchasing, engineering, financial management etc. The company needs to efficiently use the resources and capabilities to successfully execute the current strategy. Product development, R&D, government relations are important capabilities of Volkswagen to develop the strategy. Also these resources and capabilities could help the company to rebuild the trust lost in the emission scandal storm of 2015 (Hortovanyi et al. 2023). The current strategy of developing EV vehicles include many resources to make it best among the competitors. The rotor as its counterpart is equipped with powerful and resilient permanent magnets. There are special electrical sheets and new machining processes to make sure the EV is designed with an optimized overall system and enhanced efficiency. The capability of EV is around 40kWh and some have 100 kWh capacity. 
Volkswagen has accountable manufacturing capabilities, brand portfolio, research and development and project trinity. The Volkswagen group own 118 production plants worldwide. It has produced 8.9 million vehicles in 2020 (Wang et al. 2022). The manpower resource and capability of company is 662,600 people. The company’s portfolio is huge where Audi, Skoda, Bentley etc. companies come within the portfolio. It has multiple buyer segment. In R&D, Volkswagen beats Toyota as it spends $16.15billion on R&D.  
[bookmark: _Toc140851698]How VW has tried to become more competitive while taking into consideration sustainability and the environment.
Volkswagen has good opportunities due to its current strategy of producing Electric vehicles which is giving the company a competitive advantage. The company has produced 100 million cars which means 10 million cars per year. The market place dynamics for organization might be very positive in future due to high opportunity cost. The company has invested $2.5 billion in Argo AI which is a startup developing self-driving technology. Evidences do have a portray that artificial intelligence is future of all industries in such a scenario the prior investment in AI based tech will govern up gradation support to the company (Hu et al. 2023). 
However, with pace of time the competition by other brands has been projected on the organization and new competitors like Toyota have emerged. Hence, it can be identified that sustainable growth of organisation has higher degree of chances and optimised functioning cab be drafted by organisation in future (Krzywdzinski and Jürgens 2019). However, the market place analysis involves the understanding of customers and competitors which can be analysed using application of Potter’s five forces model. 
Rivalry of existing competitors the competition from existing players in context with VW is very crucial to be studied as the company has huge competitors like Toyota, Nissan, Ford etc. which tries to grab market share (Khurram et al. 2020). Therefore, it becomes significant for VW to spend a lot in advertising and product innovation to beat the competitors.  The threat of new entrants remains low for VW. Due to the high start-up cost and achieving economy of scale, it is difficult to operate in this industry. VW has strong customer base, good brand image and reputation in the market. Therefore, it is not affected with the threat of new entrants into the industry. 
The bargaining power of suppliers remain low in the case of Volkswagen. The suppliers of VW are very specialized and only produce products and raw materials for few automakers. Volkswagen is a huge group and suppliers who provide other raw materials do not want to lose contact with such a huge company therefore power of suppliers remains low (Merwitz 2020).  The power of buyers also remain low in the case of Volkswagen as their buyers would never switch to other brands like Toyota or Ford because of the prices. The company offers very differentiated and premium variety of products which cannot be copied by competitors therefore it helps in gaining customer loyalty which gives the power to VW to enhance its prices (Measso 2022). 
Volkswagen has entered into electric vehicles which are eco-friendly and gains more competitive advantage therefore the threat of substitute product is medium. As EV gives benefit of price and ease, people will buy these products. And people who cannot afford can switch to substitute products like travelling from buses and cars (Bobek and Kodrič 2021). However, with pace of time and changes in dynamics of market place the survival of the fittest has been functioning in the current scenarios. conditions like inflation, disposable income, economic recession etc. 
Due to covid19, VW faced huge loss up to millions due to economic slowdown in the world. The company had to pay tens of billions of dollars for damages and fines. It resulted in losing image and decrease in sales and stock price. Therefore, the future strategies of VW should be designed very carefully to overcome this challenge (Klein 2022). Therefore, to become more competitive in the market by considering sustainability and environment, Volkswagen has considered business strategy which focuses on EV and using green technologies. Volkswagen started a relentless campaign to portray itself as an environmental agent where it put its car on the vanguard of a clean energy revolution. 
The company promoted diesel as a low emissions alternative to petrol and spent millions to advertise its diesel cars announcing their greenness. The company is focusing on its CSR activities to build competitive advantages and reduce the effect of emission scandal of 2015. After gaining so much bad publicity due to the emission scandal the company is focused more on creating a sustainable and eco-friendly environment. Therefore, the current strategy is fully focused on digitalisation, sustainable mobility and electric vehicles to beat competitors and increase competitive advantage (Elsworth 2023). 


[bookmark: _Toc140851699]Make recommendations on how further sustainability practices can help the organisation to develop competitive advantages in the future.
It can be noted that organisation can up lift its sales by innovative changes in tech based and sustainability based decision making. The company can improve its competitive advantage by regaining customers trust and improving brand image by providing good quality products without any wastage and pollution. Volkswagen should become partner with independent groups like world business council for sustainable development to create a sustainable future for business, society and the environment (Bathla et al. 2022). To become a world’s leader in providing sustainable mobility they need to invest a lot in pleasing people. Celebrity endorsement could help in removing the negative image from people’s mind and developing better image. 
The company could increase its competitive advantage by enhancing the quality of the production and manufactured products. Better quality would lead to enhanced sales, customer satisfaction and production efficiency. It will also result in decline in mistakes which will lead to reduced repair cost. The brands product should be according to consumer’s needs and demands. Social factors include buying patterns, demographics, literacy level etc. for financial and environmental reasons, many people in UK are switching to buses, local transports for ravelling to protect environment which can result in downturn in sales for Volkswagen (Giménez 2022). 
Better quality will result in good advertisement through word of mouth. The company should prepare vehicles which are eco-friendly in order to increase its sales and improve image in the world. Eco-friendly vehicles will also help VW to retain customers who are switching to local transports due to protecting environment. The company should entirely focus on electronic vehicle and produce vast amount of EV cars to reduce the pollution in the world (Guo, et al. 2022). 
As company has a huge brand name, it can sell the EV at high prices too. It should also produce EV’s with low pricing strategy to beat the competitors in the market like Toyota (Mopidevi et al. 2022). Affordable EV’s will not only increase the sales volume of the company but also engage more customers. The customer’s trust will be gained back and people will forget the emission scandal of 2015 due to this. Moreover the company can develop joint venture partnerships to develop battery technologies. As demand of battery is huge and the supply is less, a joint venture would increase the competency of the company as the company will be able to produce more due to high supply of battery technology (Tyagi and Sreenath 2022). 

[bookmark: _Toc140581717][bookmark: _Toc140851700]Conclusion
Volkswagen is the multinational German automotive manufacturing company. The company has been facing issues due to the emission scandal in 2015 but the strategies formed by the company are strong after the scandal. The current strategy can be improved by considering internal and external factors, the competitors and the legal authorities. The company has a huge competitor i.e. Toyota and to beat it, it required good strategy. Therefore the report has conducted an entire analysis of each and every aspect of how strategies of Volkswagen could be developed. After studying the past and current business strategy of VW it has been discovered that the company can recover its image through developing electronic vehicles which possess good quality. As people are switching to buses, bicycles and local transports, the electronic vehicles would be the best options for the company to increase its sales. Although after the scandal given in the case study, resulted in huge loss for the company but the company has recovered it very intellectually and would get better results if work in such manner in future. It has invested millions in its strategies which definitely has good impact on the company but recommendations have been given to improve the current strategy and conduct business successfully. 
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[bookmark: _Toc140334340]SWOT analysis of Volkswagen
To understand more about how Volkswagen uses its resources and capabilities to build strategies, A SWOT analysis will be helpful.

Volkswagen Major Strengths: The major strengths of the company are manufacturing capabilities, brand portfolio, research and development and project trinity. The Volkswagen group own 118 production plants worldwide. It has produced 8.9 million vehicles in 2020. The manpower resource and capability of company is 662,600 people. The company’s portfolio is huge where Audi, Skoda, Bentley etc. companies come within the portfolio. It has multiple buyer segment. In R&D, Volkswagen beats Toyota as it spends $16.15billion on R&D. The company is also planning to launch trinity an electric sedan where it wants to set a benchmark for how fast an EV charges and how far it can travel. 
Weaknesses: As company is trying to get into electric vehicle and software development, it has new competitors like Toyota. To beat the competitor the company has to fight against all its weaknesses and come up with strengths. The weaknesses involves lost brand image due to the emission scandal of 2015. The management structure of the company is not right as in VW’s 20 seat supervisory board, union controls half of the board and due to union’s opposition CEO is facing resistance to modernize Volkswagen. Also due to covid19, the sales lost upto second lowest value in the last decade. This challenge could be overcome but the biggest challenge for the company is to switch from internal combustion engines to electric vehicles. 
Opportunities: As company is focusing on investing more on digitalization and electrical vehicles it has good amount of opportunities on its way. The first opportunity comes up with electric vehicles is to start six factories to produce batteries for EV. It will increase the resource and capability of the company along with creating its own operating system. The company has invested $2.5 billion in Argo AI which is a startup developing self-driving technology. This gives an opportunity of developing driverless cars by the end of the decade. In pursuit of vertical mobility, VW is exploring possibilities to develop flying cars. 
Threats: Volkswagen needs to battle with traditional companies to excel in the market. Competitors are the biggest threat to the company. Toyota, Ford, GM and Honda ad Tesla re the rivalry firms. Moreover covid19 also came as a huge threat and the company encountered 15.2% decrease in the sales. ‘Diesel gate scandal’ aftermath resulted in losing trust of the customers as the company was founded guilty of cheating emission tests using on-board computer software. After the scandal, the company lost a lot of money due to high damages and fines. The regulations imposed by European Union where a penalty of 95 euro per gram of excess carbon dioxide emission will be taken. Volkswagen has to pay a fine of $121 million which is a challenge and threat for the company in future.  
[bookmark: _Toc140334343]Pestle Analysis
Pestle analysis includes analysing external environment which can affect the functioning of an organisation. The analysis includes five factors that is Political, economic, social, technological, legal and environmental. Before forming any business strategy a company must undertake Pestle analysis to develop a sustainable strategy for business. 

Political factors: Volkswagen faced a lot of issue for not abiding by the laws due to which Diesel gate emission scandal happened in 2015. The company has to pay compensations, fines up to 193 million euro to settle down the matter. Therefore for effective business strategy political and government laws etc. need to be considered. 
Economic factors: Economic factors consist of economic conditions like inflation, disposable income, economic recession etc. Due to covid19, VW faced huge loss upto millions due to economic slowdown in the world. 
Social factors: The brands product should be according to consumer’s needs and demands. Social factors include buying patterns, demographics, literacy level etc. for financial and environmental reasons, many people in UK are switching to buses, local transports for ravelling to protect environment which can result in downturn in sales for Volkswagen. 
Technological factors: Technological factors include IT, AI and many more. Therefor VW has introduced EV, self-driving cars to beat the competitors by making use of technological advancements. 
Legal factors: The emission scandal is the biggest drawback for Volkswagen. The scandal resulted in several legal cases on Volkswagen. The company had to pay tens of billions of dollars for damages and fines. It resulted in losing image and decrease in sales and stock price. Therefore, the future strategies of VW should be designed very carefully to overcome this challenge.

Environmental factors: The development of green technologies like electronic motors, batteries and hydrogen fuel cells has given environmental benefits to VW. The automotive shift to electronic vehicles is to satisfy environmental concerns as automotive industry is the major source of pollution. 
Therefore, to become more competitive in the market by considering sustainability and environment, Volkswagen has considered business strategy which focuses on EV and using green technologies. Volkswagen started a relentless campaign to portray itself as an environmental agent where it put its car on the vanguard of a clean energy revolution. The company promoted diesel as a low emissions alternatives to petrol and spent millions to advertise its diesel cars announcing their greenness. The company is focusing on its CSR activities to build competitive advantages and reduce the effect of emission scandal of 2015. After gaining so much bad publicity due to the emission scandal the company is focused more on creating a sustainable and eco-friendly environment. Therefore the current strategy is fully focused on digitalisation, sustainable mobility and electric vehicles to beat competitors and increase competitive advantage. 
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