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[bookmark: _heading=h.gjdgxs]Introduction
In the essay, the key or the major business strategies of Volkswagen will be explained which they have used in their business. Along with this, the capabilities and resources will be discussed in the essay that offers them an edge on their competitors in the marketplace. The approaches or strategies will be explained that have helped Volkswagen to become more competitive. In the essay the recommendations will be discussed through which the company can become more competitive in the future. 

[bookmark: _heading=h.30j0zll]Background of Volkswagen
Volkswagen is a car manufacturing company who produces luxurious as well as affordable cars for the people. The organisation was established in 1937 in Berlin by the German Labour Front. In the present scenario, Herbert Diess is the CEO of the organisation. In the United Kingdom, the main base of the organisation is situated at Blakelands, Milton Keynes. Worldwide, Volkswagen employs more than 0.6 million employees in their different branches while in the UK the organisation employs around 1000 workers. Contrastingly, the worldwide revenue collection of the organisation in 2021 was more than 290 billion Euros.

“Identify with evidence the key business strategies of VW over the past five years” 
In 2016, the company announced its future strategy or program “TOGETHER - Strategy 2025” which was aimed at making Volkswagen more customer-focused, sustainable, efficient and innovative (Zajonz, 2017). Under this strategy, the company’s CEO Matthius Muller announced in front of over 3,000 shareholders that the company would be investing huge amounts of money in the coming years (Abuhajaj and Lampis, 2017). In 2019, Volkswagen enhanced or upgraded its group strategy to “TOGETHER 2025+”. With this upgrade in the strategy the company’s vision was also upgraded to not just enter into fields like mobility, but to shape it for future generations and also preserve its sustainability. Under this new strategy, Volkswagen outlined five central areas of focus namely, improved performance, corporate governance, increased brand values and excellency in software as well as employee management.
Volkswagen has invested £2.2 billion in the year 2020 in technological advancements for the future. This move is anticipated to push huge e-mobility with more than 4,50,000 electric cars being made available for customers in 2021 (Volkswagen Newsroom, 2022). This has laid the foundation for the “ACCELERATE strategy” introduced by the organisation in 2021 (Buettner et al., 2022). This strategy is based on the differentiation model through an acceleration of technological advancements and digitalisation. The company aims to transform itself from just an automotive firm to an all-encompassing tech business that has achieved electrification, software solutions, autonomous driving and Mobility as a Service (MaaS). 
Furthermore, the latest strategy implemented by the firm, named “New Auto” will enable the company to aim for varied streams for generation of revenue instead of just selling vehicles. Under this strategy, Volkswagen aims to increase its growing shares in the Electric Vehicles sector with the company expecting to produce 50% battery-electric cars by 2030 (Buettner et al., 2022).   Under this strategy, the company is planning the creation of a controllable supply chain of batteries that encompasses every aspect from raw materials to recycled batteries. With this plan, it aims to produce batteries at six distinct Giga factories all over Europe by 2030 which will provide 240 GWh of total capacity for production (Volkswagen Newsroom, 2022). 

[bookmark: _heading=h.3znysh7]“Identify with evidence the resources and capabilities of the  company over the past five years ”
Resources and capabilities are something which can be utilised for making benefits or profits, whether it can be a supply, support, source and so on. The growth in the revenue margins, skillful employees, brand image or reputation of Volkswagen is some of the major resources of the organisation. In the last 5 years, there has been a dramatic change in the revenue margins of Volkswagen. In 2017, the operating profit margins of the organisation were £13,818 million that had become £13,920 million in 2018. Meanwhile in 2019 and 2020, the revenue margins of the organisation were £16,960 million and £9,675 million. Contrastingly in 2021, £19,275 million was the revenue margins of Volkswagen. Therefore, in contrast to 2017, in 2021 the revenue of the organisation has increased by £5,457 million (Wassiliadis et al., 2022). 
On the other hand, the organisation had a workforce of 642,292 employees in 2017 that had become 664,496 employees at the end of 2018. Meanwhile in 2019 and 2020, the organisation had a workforce of 671,205 and 662,575 employees. In 2020, there is a slight fall in the workforce due to Covid-19. Contrastingly, in 2021 Volkswagen employs around 668,000 employees in their different branches worldwide (Jawed et al., 2022). 
Currently in 2022, the management of Volkswagen is focusing on increasing their market share in the electric vehicles and autonomous tech. For this purpose they will need highly skillful and experienced employees and huge capital investment. In order to proceed in the EV sector the reserves funds of the organisation can be utilised for setting the manufacturing units for the EV. Apart from this, the highly experienced and skilful employees will help the management to successfully implement their plans (Kahupi et al., 2021). 

[bookmark: _heading=h.2et92p0]“Evaluate with evidence how VW has tried to become more competitive”
Focused and clear strategies are significant for achieving success in the business for a longer period of time. Manufactured unique products is one of the most important strategies which the manager of Volkswagen used or adopted in order to become more competitive in the market place is that they produced unique products for their consumers. The manager of Volkswagen attracted a lot of customers by producing distinctive items in their company, and customers were quickly drawn to them because they most often use and love to purchase distinctive goods. So, the workers of Volkswagen did extra hard work for manufacturing or producing unique products. Volkswagen Golf GTI, Volkswagen Polo, Volkswagen Scirocco and so on are some of the successful models of the Volkswagen Group. 
Recruiting skilled or talented employees is another strategy which the manager of Volkswagen used in order to become more competitive in the market place is that they recruited skilled employees. The manager of Volkswagen used this strategy and they recruited many skilled employees in their company which really helped them to stay ahead in the competition. As a result, the skilled employees offered the company with different solutions, unique ideas, thoughts and concepts through which they became much more competitive in the marketplace (Dias et al., 2021). Consumers always purchase high quality goods at cheaper prices because they are price aware. So, the manager of Volkswagen adopted the strategy which is to reduce the prices of the products.  
[bookmark: _heading=h.frqgwt69k56m]All these strategies and approaches help the management of Volkswagen to gain competitive edge on their rivals, enhance revenue margins, expand customer base as well as help them in their sustainability in the marketplace. 

Strategic Analysis: 
Internal- SWOT Analysis 
Swot analysis is a tool or framework which is widely used by companies to examine and evaluate the effectiveness of their internal operations. Apart from the evaluation of strengths and weaknesses, this framework helps businesses to examine the opportunities and threats which can influence their function in the market (JATMIKO et al., 2021). The SWOT Analysis of Volkswagen is addressed bellow:





	Strengths 

· Highly diversified product range in the automotive sector.
· Brand value.
· Effective joint ventures.
· Skilful and experienced employees 
	Weaknesses 

· Ineffective marketing strategy.
· Emission scandal.
· Highest recall rate 

	Opportunities 

· Acquisitions.
· Demand for EV vehicles 
· Digital marketing.
	Threats 

· Fierce competition in the market.
· Government’s regulations and policies.


Table No.1: SWOT Analysis of Volkswagen 
(Source:Buettner et al., 2022 )

Strengths - Volkswagen is a renowned car manufacturing company on a global scale. The brand image of the company is one of its major strengths which offers them an edge on the competitors in the market. Moreover, the company offers different varieties of cars to the customers in the marketplace which makes them unique from the other companies. In the UK only, Volkswagen has a workforce of more than 1000 employees (Bonfante et al., 2021). The employees are highly skilled and experienced and complete their allotted tasks and jobs within the allotted time.  Along with this, Volkswagen has an effective joint venture.  Volkswagen has a collaboration with the local Chinese automakers which in turn help them to sell around 3.5 million units of cars in a year. 
Weaknesses - Ineffective marketing strategy, emission scandal and recall rate are some of the crucial weaknesses of Volkswagen in the marketplace (Mkakile and Salum, 2022). The upper administration of the organisation has to prepare tactical or strategic plans to cater for these issues for the longer sustainability and durability of the organisation in the market. 
Opportunities - Acquisition of other businesses is one of the major opportunities for Volkswagen. Through acquisition, they can expand their customer and market share which will offer them an edge on their challengers in the market (JATMIKO et al., 2021).. Moreover, the production of EV vehicles and digital marketing are also major opportunities for the company.  
Threats - Fierce competition in the market and new government policies are the major threats to Volkswagen in the marketplace. In order to tackle the competition, the management of Volkswagen can diversify their product line by adding EV vehicles to attract more new customers from the market. 

External - PESTLE Analysis
Political factors: Political factors such as government policies and guidelines, deals and partnerships with other countries and more play a crucial role in the automotive industry. The German automotive industry is favoured by the government of Germany to produce low emission vehicles. However, the tariff rates on luxury and high fuel consuming cars have increased over the years. Moreover, Brexit has done a great deal of damage to the German car manufacturers. In the last five years, the export of German manufacturer-based vehicles has fallen by an average of 14% every year. This is due to car registrations in Britain falling by nearly 12% as a result of tariff increase. This led to the value of German car exports to plunge by half from €30.5 billion to €16.5 billion in between 2015 and 2020 (Hawker, 2021). These factors can have a significant impact on Volkswagen. 
Economical factors: The economic condition of the German automotive market has been stable over the years. The inflation rate has been low and steady at around 7.5% which is a positive sign for the German automotive industry (destatis, 2019). However, the tariff rates for exports as well as imports have increased due to Brexit. This can have a negative impact on Volkswagen as the majority of its vehicles are exported to Britain and other countries. 
Social factors: In recent years, people have become a lot more health and environment conscious and the focus has shifted to electric vehicles. Furthermore, the recent war between Russia and Ukraine made it clear that fuel needs an alternative due to its soaring prices and supply domination by select powerful countries (Hawker, 2021). Volkswagen needs to respond to these changing customer preferences and societal issues and focus on manufacturing vehicles accordingly. 
Technological factors: The technological advancements over the decades have been unimaginable and their utilisation in the automotive industry have left people in disbelief. Germany was ranked as the most innovative country in the report on global competitiveness by the World Economic Forum (weforum, 2018). Volkswagen is also able to invest in R&D and integrate the latest technological offerings with their products. 
Legal factors:  The automotive industry of Germany is not only regulated by the national law of the country but also by the European and International laws. These are the United Nations Economic Commission for Europe (UNECE), the German framework as well as the EU framework (lexology, 2019). 
Environmental factors: The German automotive industry is continuously working to come up with sustainability and environment safety features and products. The industry is transitioning towards electric vehicles to reduce the pollution from fuel cars. Volkswagen has also begun manufacturing EVs to incorporate sustainability in its practices and to support the Environmental protection defined in the German Constitution since 1994 (pinsentmasons, 2019).

[bookmark: _heading=h.7t833ack7lnh]Strategic Choice:
 Porter's generic strategies 
Porter generic strategy is a framework which is used by the businesses to efficiently position them in the marketplace. “Cost leadership strategy, cost focus strategy, differentiation strategy and differentiation focus strategy are the major components of this framework. The biggest advantage of this framework is that it helps the businesses to create a sustainable competitive edge on their competitors in the market (Okatahi et al., 2021). The porter generic strategy of the Volkswagen is stated below: 
[image: ]
                            Figure No.1:  Porter's generic strategies 
                                   (Source: Okatahi et al., 2021)
Cost leadership:  In simple terms, the cost leadership is a strategy which is utilised by the business to gain a combative edge in the market. For this purpose, the business minimises their production to sell their products at an affordable price range to the customers (Khastgir et al., 2021). The biggest advantage of this approach is that it helps the business to increase their customer base. 
Differentiation: It is an approach where the management of the businesses differentiates their services or products from their competitors in the market by making them more attractive and useful for the customers. Apart from this, the organisation innovates new services and products for diversifying their product line which in turn will attract the potential buyers or customers from the market. 
Cost focus: Cost focus is an approach where the businesses mainly try to attract the customers from the market mainly based on the prices of the services or products (Okatahi et al., 2021). The businesses who employ this approach try to knock out or beat the price of their rival’s services and products by offering a higher quality of goods or services at a lower price range than their rivals.  
Differentiation focus: This approach is used by the businesses to target their focused or chosen market with the unique features of their services or products. This approach creates a strong brand loyalty among the customers for the company.  
Among the approaches, the administration of Volkswagen will use both cost leadership and differentiation approaches. The management of Volkswagen will diversify their product line by innovating new products for the customers in the market and sell them at a reasonable price. This will in turn help the managers to attract the new and potential customers from the market (Khastgir et al., 2021). 

Ansoff matrix 
This is a competitive framework developed by business manager and applied mathematician H. Igor Ansoff. This matrix was published in 1957 in the Harvard Business Review and is still used by businesses all around the world to formulate strategies to gain a competitive advantage. 
[image: ]
 Figure 2: Ansoff Matrix
(Source: Dawes, 2018)

Market Penetration: In this strategy, companies tend to develop or improve an already existing product or service in an existing market. This is, by far, the safest strategy as the company has an idea of the customers, markets, products and more (Sukma et al., 2019). 
Market Development:  In this strategy, an existing product is introduced in a new market. Here, the  companies need to conduct market research and understand the market dynamics and trends to become successful as the market is unknown (Cleberg, 2019). 
Product Development: This strategy refers to introducing a new product or service in an already existing market. Here, the companies need to identify customer needs as they know the market and make changes to their products accordingly to satisfy them (Dawes, 2018).
Diversification:  In this strategy, a completely new product is introduced in a new market. It entails the highest amount of risk as both the market and the product are unknown (Sukma et al., 2019). 
Volkswagen can adopt the strategy of product development, as the electric vehicles are still new and growing innovation. 

[bookmark: _heading=h.tyjcwt]“Make recommendations on how further sustainability practices can help the organisation”
The company’s new strategy “New Auto” is aligned with the Paris climate goals and it aims to become carbon neutral by 2050. In order to achieve this goal, it can focus on decarbonisation that can impact its sustainability practices positively. Moreover, Volkswagen can dictate small-term goals and measure them using key performance indicators such as carbon emissions, use of renewable energy, waste management, consumption of resources and so on (Volkswagen Newsroom, 2022). Moreover, Volkswagen can also use digital marketing to promote its brands and vehicles and reach a wider audience segment. 


Strategy Implementation Safe Criteria  
Suitability: Volkswagen is facing intense or fierce competition in the market from rivals such as Audi, Nissan, Honda and so on. The intense rivalry and competition is not affecting the customer base of the company but also the income margins of Volkswagen which in turn can affect the future sustainability of the business (Sukma et al., 2019). The digital marketing and decarbonisation can help the management of the business to attract the potential customers from the market which is very crucial for the longer sustainability of the business in the marketplace. Therefore, the above recommendations are viable and effective for the business. 
Acceptability: The risk is minimal in digital marketing and decarbonisation as compared to the return. The return will be more superior for the business. The approaches will help the managers of Volkswagen to fulfil the emerging and growing needs of the customer which in turn will enhance their brand value as well as income margins (Okatahi et al., 2021). 
Feasibility: The administration of Volkswagen has the required capabilities and resources through which they can effectively implement the recommendation in their operations. Therefore, the recommendation is feasible for the business (Hawker, 2021). 


[bookmark: _heading=h.3dy6vkm]Conclusion 
The business strategies are addressed in the essay that has offered a competitive edge to Volkswagen in the different marketplaces. Apart from this, the capabilities and resources are discussed that have helped the management in achieving their current business objectives. The approaches are discussed through which the management has become more competitive in nature. The recommendations are given through which Volkswagen can become more competitive in future.   
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