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[bookmark: _Toc143687108]Introduction
This report aims to analyse Volkswagen key business strategies over the past five years, evaluate the alignment between its resources and capabilities, assess its efforts to enhance competitiveness while considering sustainability, and provide recommendation for further sustainability practices that can lead to future competitive advantages. Based on that, the application of SWOT analysis has been analysed to locate the internal operations of the organization through which they have taken the decision to change their approaches. Also, through evaluating Porter’s five forces, the report has mentioned about the current situation of the firm in terms of adopting sustainability factors properly. Finally, few recommendations have been implemented by Volkswagen to upgrade their sustainability practices and gain a competitive advantage over their rivals.
[bookmark: _Toc143687109]Company Background
Headquartered in Wolfsburg, Volkswagen is a world-renowned and large-scale German car manufacturer popular for its affordable, people-friendly automobiles. Their products are bestsellers in the market for their high-quality, stylish cars alongside operating on various segments such as passenger cars, commercial automobiles, power engineering, and finances. Therefore, the company not only manufactures and sells both passenger and commercial vehicles, but also deals with the production of engines, compressors, chemical reactors, and industrial turbines. Furthermore, they are responsible for customer and dealer financing, fleet management, and insurance services. This large-scale, multinational company has its largest market in Europe, followed by China, and other areas globally. However, in the year 2015, Volkswagen was charged with litigations in many countries for nitrogen dioxide emissions through their vehicle devices that went up to forty per cent more than listed in the European pollution standards. Volkswagen has a rich history and a strong presence in the global automotive market. The company operates numerous brands, including Volkswagen Passenger Cars, Audi, SEAT, Skoda, Bentley, Bugatti, Lamborghini, Porsche, Ducati, and Volkswagen Commercial Vehicles. With a focus on innovation, quality, and sustainability, Volkswagen has consistently delivered vehicles that cater to diverse customer needs (The Brand Hopper, 2023).

[bookmark: _Toc143687110]Business Strategy and models
[bookmark: _Toc143687111]Definition of Strategy
Strategy refers to a set of decisions and actions taken by an organization to achieve its long-term goals. It involves analysing the internal and external business environment, identifying opportunities and threats, and formulating a plan to capitalize on strengths and overcome weaknesses. Effective strategies enable companies to gain a competitive advantage and achieve sustainable growth.

[bookmark: _Toc143687112]The Exploring Strategy Framework
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[bookmark: _Toc143687113]Strategic position

This model focuses on analysing the external environment and internal capabilities of an organization to determine its strategic position. It involves assessing factors such as industry dynamics, competitive forces, market segments, and the organization's resources, capabilities, and core competencies. The goal is to identify opportunities and threats and leverage strengths to gain a competitive advantage. The frameworks used in strategic position analysis include Porter's Five Forces, SWOT analysis for Volkswagen over the past five years (Whittington, et al., 2020, pp. 32-34)(Appendix SWOT and Porters’ Five Forces) 

[bookmark: _Toc143687114]Strategic choices
Strategic choices include decisions regarding market focus, product differentiation, cost leadership, diversification, partnerships, mergers and acquisitions, and international expansion (Whittington, et al., 2020, pp. 200-204).

[bookmark: _Toc143687115]Strategy in action
It involves translating strategic decisions into action plans, setting objectives, allocating resources, and monitoring progress. Strategy in action also includes effectively managing organizational structure, culture, processes, and people to achieve strategic goals (Springer , 2008).

[bookmark: _Toc143687116]Cost leadership strategy
The cost leadership strategy aims to achieve a competitive advantage by offering products or services at a lower cost than competitors while maintaining acceptable quality (Whittington, et al., 2020, p. 205). While VW is not typically associated with being a low-cost provider, it has implemented cost-saving measures to enhance its competitiveness.
One example is VW's focus on platform sharing and modular production techniques. By utilizing common platforms across multiple vehicle models, such as the MQB, MEB platforms, VW can share components, technologies, and production processes. This approach enables economies of scale, reduces production costs, and streamlines manufacturing and development processes (Etherington, 2019).
Moreover, VW has sought to optimize its supply chain management to minimize costs. By building strong relationships with suppliers, implementing efficient logistics, and adopting lean manufacturing principles, VW can reduce costs and improve operational efficiency.




[bookmark: _Toc143687117]Differentiation strategy

The differentiation strategy involves offering unique and distinctive products or services that set a company apart from competitors (Whittington, et al., 2020, pp. 209-210). VW has pursued differentiation through several avenues:

Design: VW places emphasis on design to create visually appealing and recognizable vehicles. The company invests in innovative design elements, sleek lines, and attention to detail in both the exterior and interior of their vehicles. This focus on design helps VW differentiate its products and appeal to consumers seeking aesthetically pleasing automobiles (Wolfsburg, 2021).

Technology and Innovation: VW has incorporated advanced technologies and innovative features into its vehicles. This includes advancements in safety systems, connectivity features, infotainment systems, and electric vehicle technology. By integrating these technologies, VW seeks to provide enhanced driving experiences and differentiate its vehicles in terms of performance, convenience, and sustainability (Wolfsburg, 2023).

Brand Image: VW has cultivated a strong brand image associated with quality, reliability, and German engineering. The VW brand is recognized globally and has built a reputation for producing vehicles with high standards. This brand equity helps differentiate VW from its competitors and influences consumer perceptions of value and trust.

By differentiating its products through design, technology, and brand image, VW aims to attract customers who value these attributes and are willing to pay a premium for them.
To evaluate the effectiveness of these strategies, VW can conduct competitive analysis, value chain analysis, and customer perception surveys. These approaches can help assess the cost position compared to competitors, identify areas of differentiation, and gain insights into customer preferences and perceptions of value (Ioana, 2012).

[bookmark: _Toc143687118]Corporate Strategy
[bookmark: _Toc143687119]Market Penetration

Is a corporate strategy that aims to increase market share within existing markets (Whittington, et al., 2020, p. 239). VW has utilized various approaches to penetrate existing markets:

A. VW has expanded its product portfolio within existing markets by introducing new vehicle models or variants. By offering a wider range of options, VW aims to capture a larger share of customer demand and cater to different market segments.

B.  VW has employed pricing strategies to gain a competitive edge and increase market penetration. This includes offering competitive pricing, incentives, and financing options to attract customers and increase sales volume.

C.  VW has invested in marketing and promotional activities to increase brand awareness, enhance customer perception, and drive sales. This includes advertising campaigns, sponsorships, and digital marketing efforts.

[bookmark: _Toc143687120]Product and Service Development

Product and service development involves introducing new or improved offerings to meet evolving customer needs and preferences. VW has focused on product and service development in several ways:

A.  VW has made significant investments in the development of electric vehicles (EV). By expanding its EV line-up, VW aims to meet the growing demand for sustainable transportation and comply with stricter environmental regulations. 

B.  VW has incorporated advanced technologies into its vehicles to enhance performance, safety, and connectivity. This includes features like advanced driver-assistance systems, digital cockpits, and connectivity platforms (Appendix). 


C. VW has expanded its service offerings to provide a comprehensive customer experience. This includes services like maintenance and repair, extended warranties, and digital platforms for vehicle management. By offering value-added services, VW aims to strengthen customer loyalty and increase customer satisfaction (VOLKSWAGEN, 2022).

[bookmark: _Toc143687121]Market Development:

Market development involves entering new markets with existing products or services. VW has pursued market development strategies in several ways:

A. VW has expanded its presence in emerging markets, such as China, India, and other countries with growing automotive industries. By entering these new markets, VW aims to tap into the increasing demand for vehicles and establish a strong market position (Sumner).

B. VW has targeted new customer segments within existing markets. For example, VW has developed vehicles tailored to the preferences of younger consumers or urban dwellers who prioritize compact and fuel-efficient cars. This strategy helps VW reach new customers and extend its market reach (Anon., 2019).



[bookmark: _Toc143687122]Unrelated Diversification:

Unrelated diversification refers to entering new industries or markets that are distinct from a company's core business. While VW is primarily known for its automotive business, it has pursued unrelated diversification in certain areas:

A. VW has invested in mobility services, including ride-hailing, car-sharing, and digital mobility platforms. By diversifying into these areas, VW aims to adapt to changing consumer behaviours and participate in the evolving transportation landscape.

B. VW has developed electric mobility solutions beyond vehicle manufacturing. This includes investments in charging infrastructure, battery technology, and energy management systems. By diversifying into these areas, VW aims to provide a comprehensive ecosystem for electric mobility and capture value beyond vehicle (VOLKSWAGEN GROUP, 2022).

[bookmark: _Toc143687123]Resources and capabilities analysis
Resources and capabilities are key components of an organization's strategic assets that contribute to its competitive advantage. Resources refer to the tangible and intangible assets that an organization possesses, while capabilities are the organization's ability to effectively deploy and utilize those resources (Lynch, 2018, p. 115).

[bookmark: _Toc143687124]Resources
In the context of business and strategy, a resource refers to any asset, tangible or intangible, that an organization owns or controls and can be used to achieve its objectives and gain a competitive advantage. Resources can include physical assets, financial capital, intellectual property, human capital, brand reputation, technology, and organizational capabilities (Lynch, 2018, pp. 115-117).
[bookmark: _Toc143687125]Capabilities
In the context of business and strategy, capabilities refer to the organization's ability to effectively deploy and utilize its resources to achieve its strategic objectives and gain a competitive advantage. Capabilities are the collective skills, knowledge, expertise, processes, and systems within an organization that enable it to perform specific activities and tasks (Barney & Hesterly, 2019, p. 86).

[bookmark: _Toc143687126]Alignment of Resources and Capabilities with Business Strategies

	Resources
	Types
	Capabilities

	· Volkswagen operates numerous manufacturing plants globally, including assembly plants, engine plants, and component factories. These facilities are crucial physical resources for the company's production operations.

· As an automotive manufacturer, Volkswagen would have a wide range of production equipment and machinery. This includes machinery involved in stamping, welding, painting, and assembly processes.

· Volkswagen relies on a complex supply chain to source raw materials, components, and parts for its vehicles. This includes relationships with suppliers of various materials, such as steel, plastic, electronic components, and other automotive parts.

· Volkswagen invests in R&D facilities to develop new vehicle models, technologies, and innovations. These facilities may include design studios, engineering centers, and testing laboratories.

	









Physical
	· Manufacturing and Production Efficiency: Volkswagen may have capabilities in optimizing manufacturing processes, improving production efficiency, and reducing waste. This includes streamlining assembly lines, implementing lean manufacturing principles, and adopting advanced production technologies.

· Product Development and Innovation (new products that meet customer demands and market trends).

· Health and Safety

· Environmental Sustainability( eco-friendly manufacturing processes).

	· The balance sheet provides a snapshot of the company's financial position, including its assets, liabilities, and shareholders' equity.

· The annual reports include information on Volkswagen's cash flow from operating activities, investing activities, and financing activities, includes details about the company’s debt, financial performance, equity financing.
	


Financial
	· Volkswagen have the capabilities in effectively managing its cash flow, ensuring sufficient liquidity to meet operational needs, debt obligations, and investments. This includes monitoring cash inflows and outflows, optimizing working capital, and managing short-term investments.

	· Volkswagen relies on a diverse and skilled workforce to carry out its operations. This includes employees in various roles such as engineers, technicians, designers, production workers, sales and marketing professionals, and administrative staff.

· Volkswagen would have a team of experienced managers and executives who provide leadership and strategic direction to the company.

· Volkswagen's human resources include strategies and initiatives to engage and motivate employees. This may involve recognition programs, performance incentives, career development opportunities, and a conducive work environment
	










Human
	· Talent Acquisition and Recruitment

· Training and Development (providing training and development programs to enhance the skills and knowledge of its employees).

· Employee Engagement and Motivation: Volkswagen may have capabilities in engaging and motivating its employees. This includes creating a positive work environment, fostering a culture of teamwork and collaboration, providing opportunities for career growth, and implementing employee recognition and reward programs.



[bookmark: _Toc143687127]New Competitive Advantage and corporate social responsibility
Volkswagen can gain a new competitive advantage by integrating corporate social responsibility (CSR) into its business strategy. By aligning its operations with sustainable practices, environmental stewardship, and social responsibility, Volkswagen can differentiate itself from competitors and attract environmentally and socially conscious customers. This can include initiatives such as reducing emissions, investing in renewable energy, promoting ethical sourcing, and supporting community development projects. By integrating CSR into its core business practices, Volkswagen can create long-term value and enhance its reputation (Volkswagen Group, 2022).

[bookmark: _Toc143687128]Acceptability of VW through Differentiation and Value Creation
Volkswagen can enhance its acceptability by focusing on differentiation and value creation. This involves developing unique product features, innovative technologies, and exceptional customer experiences that set Volkswagen apart from competitors. By delivering high-quality vehicles with advanced features, superior performance, and exceptional value for customers, Volkswagen can increase its acceptability and customer loyalty.

[bookmark: _Toc143687129]Feasible Organization - Upskilling and Growth
To achieve a feasible organization, Volkswagen can invest in upskilling its workforce and fostering a culture of continuous learning and development. By providing training programs, career growth opportunities, and empowerment, Volkswagen can enhance employee skills, knowledge, and engagement. This can lead to improved productivity, innovation, and agility, enabling the organization to adapt to market changes and drive growth (Spirgi & Meier, 2022).

[bookmark: _Toc143687130]Reputation as Synergies, Efficacy, and Alliance Benefits
According to Porter’s Five Forces (Appendix) Volkswagen can build a strong reputation by leveraging synergies, enhancing efficacy, and benefiting from strategic alliances. By collaborating with partners, suppliers, and other stakeholders, Volkswagen can access complementary resources, expertise, and market opportunities. Strategic alliances and partnerships can enable Volkswagen to accelerate innovation, expand its market reach, and improve operational efficiency, strengthening its reputation as a collaborative and effective organization.

[bookmark: _Toc143687131]Suitable Through Innovations
Volkswagen can ensure its suitability by prioritizing innovation across its operations. By fostering a culture of innovation and investing in research and development, Volkswagen can drive advancements in technologies, vehicle designs, and sustainable solutions. This can include electric and autonomous vehicles, connectivity features, and mobility services that meet the evolving needs and preferences of customers. By staying at the forefront of innovation, Volkswagen can remain relevant and competitive in the automotive industry (Banks, 2021).

[bookmark: _Toc143687132]Environmental Evolution
Volkswagen can demonstrate its commitment to environmental evolution by embracing sustainability and reducing its environmental impact. This can include transitioning to electric and hybrid vehicles, investing in renewable energy sources for manufacturing, and implementing eco-friendly practices throughout its supply chain. By proactively addressing environmental challenges, Volkswagen can enhance its brand image, comply with evolving regulations, and contribute to a greener future (Appendix SWOT Analysis).

[bookmark: _Toc143687133]Recommendations


To develop a further competitive advantage, Volkswagen can consider the following recommendations:
· VW should continue investing in EV technology and expand its electric vehicle line-up across its brands. This includes developing new models with longer ranges, faster charging capabilities, and competitive pricing. By establishing a strong foothold in the electric mobility market, VW can differentiate itself and gain a competitive advantage.
· VW should continue to prioritize sustainability by reducing the carbon footprint of its vehicles and manufacturing processes. This includes increasing the use of renewable energy in production facilities, implementing eco-friendly materials, and promoting recycling and circular economy practices. By demonstrating a strong commitment to sustainability, VW can attract environmentally conscious customers and gain a competitive advantage (Appendix).
· VW should invest in research and development to enhance its autonomous driving capabilities. By developing advanced driver-assistance systems and autonomous driving features, VW can position itself as a leader in this emerging technology. This can attract customers who value safety, convenience, and the future of mobility (Attwood, 2021).




[bookmark: _Toc143687134]Conclusion


Volkswagen (VW) has pursued a multi-faceted business strategy over the past five years, incorporating elements such as product development, market expansion, cost optimization, technological advancements, and sustainability. The company has aligned its resources and capabilities to support these strategies, leveraging its financial resources, manufacturing facilities, technological expertise, research and development capabilities, supply chain network, brand reputation, and human capital. VW has made notable efforts to become more competitive while considering sustainability and the environment, focusing on areas such as electric vehicles, alternative fuels, emission reduction technologies, recycling programs, and sustainable supply chain practices. By embracing sustainability practices, VW has not only aimed to address environmental concerns but also sought to develop competitive advantages in the market.
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SWOT Analysis
	Strengths
	Weaknesses

	Volkswagen have a strong financial capability that helps to make the business unique in terms of staying active in the global market.
	From the above analysis, sustainable issues might be the biggest issue for the organization to develop their market share within the business field. 

	Opportunities
	Threats

	Autonomous driving technology create a significant impact for Volkswagen to drive revenue streams and helps to improve production facilities. 
	The diesel gate scandal literally represents reputational risks for them to reduce customer trust. Hence, it is difficult for Volkswagen which directly generate economic downturn for them in terms of bringing new vehicles in the market.





Porter’s Five Forces
	Porter’s Five Forces
	Analysis

	Bargaining powers of suppliers
	Bargaining Power is High based on the strategic planning of Volkswagen.

	Bargaining power of buyers
	Buyer Power generally becomes low as it difficult to shift towards new manufacturing sectors due to quality-services production process of Volkswagen. 

	Threats of New Entrants
	Evolvement of new entrants becomes low based on the product differentiation of Volkswagen. Following that, the organization achieves towards meeting sustainability goals through getting a competitive edge in the market field.

	Threats of substitutes 
	Substitutes threats grow a high rate due to the service position that generate to increase prices throughout the market field. 

	The rivalry between existing competitors
	Competition segment got higher from the perspective of the organization in terms of gaining a competitive edge over rivals. Based on that, the organization gets higher profits and achieving appropriate profits in the business field. 
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