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The automobile industry represents one of the largest production activities in the entire world, comprising in 2021 over 79 million vehicles produced (ACEA, 2022). However, this industry constantly faces different problems or challenges such as globalisation, digitalisation or increased competition. In addition to these, various provisions regarding the increase in safety requirements or the commitments regarding the protection of the environment create an unclear image of the development. Each company tries to adapt its production to the buyers' preferences, but also to be more attractive compared to the competitors on the market. Only brands that find new and efficient ways to create value will benefit from a proper future. Thus, the establishment of a business strategy allows addressing the problems of the future, as well as different implementations to achieve its strategic objectives. This is a long-term outline of the strategic destination desired by the companies in the automotive industry, which are trying to obtain satisfied customers, excellent quality products but also a high ecological responsibility (Jain & Garg, 2015).
In this report, the Volkswagen company and its competitive environment will be analysed. Their business strategies from recent years, their resources and capabilities, and different factors that have been used to become more competitive in this industry will be presented.
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Volkswagen is a German company that represents one of the world's most important car manufacturers. Founded in 1937 with the purpose of producing military vehicles, Volkswagen currently has a wide portfolio that includes over 70 vehicle models. The biggest sales are currently recorded in China and Germany, in these countries the brand is perceived as a symbol of reliability, being a balance between quality and affordable price for customers (Reto, 2018).
Volkswagen's strategy is guided by the observance of four essential parameters, these are: satisfied customers, professional employees, environmentally friendly models and competitive profitability. In this way, an effective development of the activity aimed at sustainable development is attempted (Annual Report, 2021) .
In September 2015, the reputation of the Volkswagen brand is seriously affected by a scandal in which the Environmental Protection Agency (EPA) accuses the German brand of intentionally modifying direct injection engines to keep emissions under control during laboratory testing. In other words, the vehicles were to emit a quantity of nitrogen dioxide 40 times higher than the legally permitted quantity.
Later, Volkswagen admitted that approximately 11 million cars worldwide were affected. In the United Kingdom, a number of approximately 1.2 million vehicles, i.e. over 90,000 drivers, took measures to import Volkswagen, which was later forced to pay them damages of £193 million (BBC, 2022).
Such a fraud, which violated both the ethical principles and the laws of Europe or the United States, generated a total of over 25 billion dollars in damage to the company, which included the compensations of the involved clients, as well as the modification of the affected old ones. At the same time, the members responsible for mounting the devices faced fines or even prison. Besides this financial damage, another major impact of the scandal was the tarnishing of Volkswagen's reputation. There were certainly owners of Volkswagen models who felt betrayed by the company or other potential customers who no longer trusted this brand.
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Since Volkswagen operates in an oligopoly, surely other rival companies benefited from the emissions scandal of 2015. Customer trust is a factor that is easily lost and recovered over a long period of time, therefore rebuilding the reputation was one among the essential elements of Volkswagen's strategy in the coming years.
Such a negative event can have a negative impact both on the relationship with clients and potential investors. If from the customers' perspective, the consequences will be at the level where they will perceive and accept the Volkswagen brand and products in the future, and investors will try to avoid the uncertainties generated by the unpleasant situation. Therefore, the company needed an efficient business strategy to once again become one of the market leaders in the industry in which it operates.
A company's business strategy presents all the decisions and actions taken to achieve the broader vision. At the same time, the strategy refers to the way in which organisations can obtain competitive advantages that can be sustained for as long as possible. A correctly developed strategy includes both a partially planned part and a partially reactive one that will evolve over time. The creation of the strategy, combined with an effective execution, represents an effective management for the organisation. In relation to the German company Volkswagen, they have adopted a differentiation strategy, which involves standing out from similar competitors in this industry, through products and services that should be more attractive and appreciated by its potential customers (Fleisher, 2018).
Therefore, looking at the next 5 years after the emissions scandal, Volkswagen adopted a strategy to be able to regain its leading position in the automotive industry and implicitly to rebuild its reputation:
• Attempting to reduce the offensive nature of the event.
This was the first stage of Volkswagen's strategy after the appearance of the scandal and had the purpose of trying to improve the level of seriousness of the event and implicitly strengthening the positive feelings of the public. The company also tries to minimise the negative feelings associated with this event by comparing this act with other similar events in history highlighting the low level of negative effects . (Almoatazbillah, 2019)
At the same time, Volkswagen takes the first physical measures, such as the dismissal of the CEO or the suspension of the responsible research and development directors. Later, the company publicly apologizes to all affected customers and creates a strategy to help them and offer them compensation. This is another method of trying to reduce the offensiveness, because by offering compensations, the reputation of the company is significantly improved, but at the same time, it represents a very expensive decision (Welch, 2019).
• Electric Vehicles Initiative
Another essential element of Volkswagen's strategy is the massive investments in electric vehicles (EV). This is an essential point for restoring its image, since in the coming years the German company will become one of the leaders on the electric vehicle market. With a new management, the company will try to build a new image, which includes electric vehicles, mobility and sustainability, with positive effects definitely visible from the increase in car sales.
Volkswagen has launched a campaign in this regard, "Electric for All" through which it invests in the following years up to 800 million dollars to build a factory that aims to exclusively design electric cars. Thanks to these investments, the Volkswagen group recorded worldwide sales of over 750,000 electric vehicles in 2021, 80% more than the sales volume of the previous year (Statista, 2022). At the same time, their plans for 2023 intend to produce approximately 1.3 million fully electric cars (REUTERS, 2022). These figures show that Volkswagen's strategy for promoting electric vehicles is proving successful, as the company is rebuilding its efficiency.





[bookmark: _Toc123829723]Volkswagen – Resources & Capabilities

Each organisation is unique, taking into account the resources and capabilities it possesses. They represent the core of competitive positioning in the industries in which they operate, determining the efficiency and effectiveness of the company. A correct capitalisation of them allows building and improving long-term or short-term achievements.
A company's resources are cataloged as being a real core of its performance because they are essential to design and implement strategies. At the same time, resources represent essential factors that can provide value to the organisation. Capabilities represent the company's ability to use resources efficiently to accomplish a task or activity. The link between resources and capabilities is to increase competitive advantages and to incorporate methods by which companies can achieve the highest performance standards (Ravichandran & Lertwongsatien, 2005).
There are therefore different definitions and classifications regarding the resources and capabilities of an organisation. In this study, two different categories will be presented.
• Threshold Resources and Capabilities
This category includes those resources and capabilities that are necessary to satisfy the minimum requirements of a company. Without these, the organisation could not survive in the long term. These are basic elements that do not offer a competitive advantage for superior performance. For the Volkswagen company, in this category of resources we can list: physical resources (equipment, installations, patents) and human resources (employees, customers, suppliers).
• Distinctive Resources and Capabilities
This category is a source of competitive advantage due to their unique qualities. It can be said that not all competitors have these unique resources and they also constitute difficulties in obtaining them (Ferreira & Fernandes, 2017). The most important distinctive resources owned by the Volkswagen company are the following:


a. Large product portfolio:
Volkswagen has a number of product lines aimed at various consumer markets. Furthermore, the company operates on a global scale, with consumer markets in over 100 countries. Based on this, we can confidently state that Volkswagen has created distinct customer markets with similar characteristics in various countries. As a result, Volkswagen has distinct customer bases in each country, which cannot be replicated due to the social ambiguity involved.
b. Brand image:
Volkswagen is one of the world's most well-known automobile manufacturers. They build cars for both the lower and premium client markets, which gives them a significant advantage. This brand may be found all over the world, from Europe to North America, South America, and Asia Pacific. After the scandal in 2015, their brand's reputation suffered greatly, but the following years saw considerable rises in sales, with the credit mostly returning to the brand image.
c. Supply Chain:
Effective supply chain management is also a very important aspect for any car manufacturer. Volkswagen has invested significant amounts in recent years to have greater efficiency, trying to modernise as much as possible. The brand also has a large supply network that strives to successfully execute innovation and globalisation by boosting supplier participation more actively and early on.
d. Financial:
These resources refer to the fact that the organisation has financial stability, having permanent access to funds for investments. In 2021, the company recorded sales revenues of over 250 billion euros, being the leader in the whole world (Statista, 2022).
The VRIO framework is a tool used to analyse a company's resources and capabilities as well as to decide if they represent a source of competitive advantage. There are four key criteria by which they will be evaluated: Value, Rarity, Inimitability and Organisational Support (Cardeal & Antonio, 2012).


	Resources
	Value
	Rarity
	Inimitability
	Organisational Support
	Competitive Advantage

	
	
	
	
	
	
	

	Large Product Portofolio
	Yes
	Yes
	Yes
	Yes
	Yes
	

	
	
	
	
	
	
	

	Brand Image
	Yes
	Yes
	No
	Yes
	Yes
	

	
	
	
	
	
	
	

	Supply Chain
	Yes
	Yes
	No
	Yes
	Yes
	

	
	
	
	
	
	
	

	Financial
	Yes
	No
	No
	Yes
	Yes
	

	
	
	
	
	
	
	


Table 1: VRIO framework 
(Source: Author)
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Taking into account the increasing concerns related to climate change or environmental degradation, sustainability is currently one of the essential problems of society. Also, in the automotive industry this is becoming more and more important, and topics such as electric motors or the reduction of CO2 emissions are key issues. Therefore, car manufacturers are under increasing pressure for reforms to intensify their efforts regarding sustainability (Wellbrock, et al., 2020).
Regarding the Volkswagen company, it has established its own sustainability objectives, taking into account that the effects of the emissions scandal will affect its reputation for a long period of time. These goals involve developing an effective strategy to keep energy sources secure, cost-effective and sustainable for manufacturing plants improving in this way energy efficiency in production. Through this strategy, they aimed to reduce greenhouse gases by 40% in 2020.
Another reform of the Volkswagen group is to use raw materials, especially metals of the best quality. In this way, the use of materials and chemical products with a high degree of risk is avoided. At the same time, the German company seeks to discuss with various non-governmental organisationss, this being useful in improving the economic and social climate and at the same time in environmental protection.
Another mission of the Volkswagen company is to offer special attention when it comes to air quality, making substantial reductions in particle emissions. In this way, he tries to show the general public that he fully understood the mistake made in 2015, but that at the same time he is taking serious measures to fix it. All these factors denote that Volkswagen is really concerned about the environment and the way it operates its facilities (Sustainability Report, 2022).
Therefore, after the emissions scandal of 2015, the reputation of the Volkswagen brand was seriously damaged, at the same time the following period was an unstable one. However, it can be seen that their strategy was an extremely effective one because in 2021, Volkswagen occupied the first place in the world in terms of sales revenues. Their strategy was initially based on trying to reduce the severity of the event and later on paying full attention to all the important factors related to sustainability. However, in my opinion, there are some recommendations that could help the organisation to develop competitive advantages in the future (Singh, 2018).
1. Considering the current situation of the automobile industry, it is very important that Volkswagen continues to promote innovation. Their investments in the creation of electric vehicles represent an essential aspect of the period in which we live. The main advantage would be, on the one hand, the reduction of the amount of emissions released into nature, but on the other hand, a renewed commitment without maintaining sustainability.
2. Volkswagen management had to implement and use a strict monitoring framework so that the performance of all departments could be maintained and monitored properly. The proper monitoring and management framework helps the managers of the organisation to improve the business result and further enables them to meet the market expectations, it also helps the company to avoid any kind of mistake due to bad product management.
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This scandal provides a clear picture of the ethical management that represents an essential component of a business. At the same time, in the case of the Volkswagen company, a change in the management of the organisation produced the creation of a business strategy based on development and sustainability that had countless positive effects in the future. Starting from the creation of innovative products and up to the creation of a much more attractive environment for clients and investors, all this helped the company to become more competitive.
Their most important resources such as brand, money or large product portfolio were used in an advantageous way, thus creating a long-term competitive advantage. Thus, if the company has valuable, rare or enmity resources, they will constitute a lasting advantage by implementing effective strategies in creating values that cannot be easily copied by competitors.
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