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[bookmark: _Toc124172437]Introduction 
The following report will discuss the strategic management of a company based in the automotive industry. The way the business of the company has grown over time will be discussed here. Volkswagen is a German company that has been operating all over the world and the company has been providing their products and services worldwide. Volkswagen has its headquarters in Wolfsburg, Germany. This company was started by the German Labour Front on the 28th of May in 1937. Since its foundation, Volkswagen has grown a lot. The term 'Volkswagen' means People's Car when combining Volk and Wagen together. Thus the company intended to sell their vehicles to people around the whole world. The present CEO of Volkswagen Passenger Cars is Thomas Schäfer and the entire company's CEO is Ralf Brandstaetter. The parent company of Volkswagen is Volkswagen Group and they have a range of products which are distributed all around the world (Volkswagenag, 2022a). They have previously come across several issues due to the scandal named 'dieselgate'. According to BBC reports, they used defeat devices to pass the test for emissions. In 2015 this scandal happened and after this, they had to apologise to people and paid almost £26 billion worldwide (BBC, 2022). Therefore, being an international brand the company needs to evaluate their business operations along with the strategies they are adapting to make the business better. In this report, the way Volkswagen used strategies they used five years before and the stratgeis the company is utilising in currently will be explained. Along with this, their internal resources will also be evaluated. The way they have become concerned about the climate and sustainability of being competitive will be elaborated on here. At last, the report will include some suggestions for making Volkswagen's business more competitive. 
[bookmark: _k5kv5v6y25nw][bookmark: _Toc124172438]1. key business strategies of Volkswagen over the past five years and their recent strategies 
Business strategies are the decisions related to a business which are taken in order to make the business more competitive in the market. The automotive company Volkswagen also uses some specific ways to position themselves in a way that they can achieve their long-term and short-term goals. Because of the scandal, the company had to concentrate more on their business strategies to make its business strategies meet in the specific time period. Thus, by using Porter's Generic strategies their business strategies over the last five years and their current strategies have been discussed below (Ali and Anwar,  2021).
Porter Generic Strategies 
Cost Leadership 
The companies that follow this strategy sell their products at a low price range. This technique focuses on a broad market which makes it necessary for the companies to lower their product prices. When using this strategy they need to evaluate whether they are having a profit by lowering the prices. There are some considerations companies need to know. They should analyse their competency, capability and knowledge of the employees and how technologically capable they are. Thai strategy helps in different ways like by lowering the prices the companies can attract more people and retain them by providing the best quality products.  eVolkwagenen used to follow this strategy previously. In 2018, the company has announced that in the year 2020, they can save almost 2.64 billion at the end of the year. However, they concentrated more on increasing the prices of vehicles and decreasing the number of cars. Though the parent company of Volkswagen, Volkswagen AG tried to be responsible for improving the economy of sales, due to the pandemic the group sales declined by 23.2% (Volkswagenag, 2020). Thus, they needed to take on different strategies for improving their financial condition. 
Cost Focus 
When a company follows this strategy, they lower the prices of products and services based on the needs and wants of a niche market. For determining their performance in the market, companies consider a geographical area or a particular area. There could be a number of competitors in a niche market which might target a similar group of people. Thus, a company should consider evaluating the size of its target population and choose the prices accordingly. Volkswagen also used this strategy in the last five years as they used to choose the proper pieces for their target market which is the people of upper-middle class and upper class. They also provided good quality in their products as Volkswagen Golf is considered as one of the most reliable cars (Echopark, 2021). In the year 2021, the company announced a reduction of their battery costs by 50%. This has helped them in reducing the cost of e-mobility. According to Volkswagen, they should have gotten an benefit by reducing costs, however, they failed to get the wanted success which influenced them to use a different strategy (Lambert, 2021). 
Differentiation Focus
Companies that use this strategy focus on making their products modified and produce goods differently to fulfilling the demands of a niche market. Market analysis is necessary for this strategy where the businesses need to know the recent trends in the market. Along With this, the wants  and needs of their target market can also be known. The companies also must consider some factors like the internal capabilities of the company, the demands of the market, whether they can accept differentiation in products and many more. They should also know if the changes of the products will be helpful for their existing customers in any way. In terms of Volkswagen, the effect of 'dieselgate' was huge as they had to face monetary loss along with a decline in their customer base. In the year 2018, they started a new strategy named TOGETHER 2025+ (Volkswagenag, 2018). According to this strategy, they wanted to focus more on innovation, sustainability, customer-oriented products, and efficiency which would help them in promoting their growth. The core terms in this strategy were 'open-minded', 'genuine', 'as equals', 'united' and 'straightforward'. Despite having this strategy, Volkswagen faced issues during the pandemic and their operating profit decreased to £8503.60 million in 2020 from £14906.57 million in the year 2019 (Carlier, 2022a). They tried to use other business strategies rather than using only this one. 
Differentiation Leadership 
The companies following this strategy consider changing the aspects of the products according to the needs and wants of a broad market. When considering a broad market a company has many competitors. Thus, for that company, the main aim is to change the products into one of a kind to the products provided by the competitor companies. In This strategy, the companies also need to know the trends of the current market. Therefore, using some modifications in the companies' products, they can produce the required products. Evaluation of a broad market is necessary for a company for being more profitable. Volkswagen is a global company which can provide the products that are needed by its existing market worldwide. Therefore, Volkswagen uses 'NEW AUTO - Mobility for Generations to Come' through which they would concentrate more on innovation and use of technology. They have presented this strategy through the year 2030. They are trying to change their operating return to 8% to 9% by the year 2025 from 7-8% (Volkswagenag, 2022b). Therefore, from this strategy, by modifying the products Volkswagen can increase their profit, and make their products better to retain their existing customers and attract more people. 
[bookmark: _rkockwdw0ngn][bookmark: _Toc124172439]2. The capabilities and resources of Volkswagen over the past five years and their recent ones
VRIO Analysis
	 
	Value
	Rare
	Not Imitable
	Organised
	Sustainability

	Human Resources
	✓
	✓
	x
	✓
	Unused Competitive Advantage

	Material Resources
	✓
	✓
	✓
	✓
	Long-term Competitive Advantage

	Non-Material Resources
	✓
	✓
	✓
	✓
	Long-term Competitive Advantage

	Financial Resources
	✓
	✓
	✓
	✓
	Long-term Competitive Advantage


 Figure 1: VRIO analyss of VW
Source: (Volkswagenag, 2022a)
Human Resources
Volkswagen's human resources are the people who work within the company, the skills and expertise of the employees and their knowledge are considered. These resources are important for the company to be more productive and profitable. During the time of the pandemic, the employee count Volkswagen decreased from 668,000 in 2019 to 665,000 in the year 2020, which in 2021 again increased to nearly 668,000 (Carlier, 2022b). However, when evaluating the employee count in the UK there are nearly 800 employees at Volkswagen. This company has Volkswagen Group Academy where they have training portals for the employees through which they can be more capable (Volkswagenag, 2020a). However, one of their biggest competitors in the UK is Ford which has nearly 8500 employees. Thus, it can be said that the human resources of Volkswagen are valued as they are very much trained. Along with that, they are rare and organised, but they are imitable. Therefore, using its human resources the company can get an unused competitive advantage. 
Materialistic Resources
The materialistic resources of a company are the technology used, machines, computer systems, raw materials and more. Volkswagen has developed a lot in terms of using technology and other material resources. They presently are focusing more on electric cars along with hybrid ones. Other than that, they have used Automated shift gearbox (ASG), manual transmissions and 4MOTION (all-wheel drive) in the Transmissions & drivetrains section (Volkswagen, 2022). Therefore, it can be said that the company has materialistic resources which are valued and organised. These technologies are not used by most of their competitors which makes them not imitable and also rare. Thus, through these resources, they can get a sustainable competitive advantage in the market.
Non-Materialistic Resources
The non-materialistic resources that are considered by Volkswagen are its brand name, intellectual properties, brand image and so on. The company has to make a good reputation in the market. By operating in the UK market from the year 1953 they have been able to sustain a good place in the automotive industry. In the UK, the company holds an enviable image. They have made their reputation through proper marketing and manufacturing (Integrity, 2023). Thus, it can be said that their non–materialistic resources are valued, organised, not imitable and rare. This provides teh company a sustainable competitive edge in the UK market. 
Financial Resources
These are the monetary assets of Volkswagen along with their shares and bonds in the market. The pandemic affected the company's financial condition, however, they were able to recover from the loss. It can be seen that their revenue was 230.83 billion in 2020 which decreased to 195.89 billion in 2020. In the year 2021, the revenue of the company increased to 219.91 billion which was a huge growth from the previous year (Carlier, 2022c). Therefore, it can be stated that the financial resources of Volkswagen are organised, valued, not imitable and rare which helped them in having a sustainable competitive advantage.
[bookmark: _glokcg4gbm1z][bookmark: _Toc124172440]3. Competitiveness of Volkswagen in the market in terms of the Environment and sustainability 
Porter’s Five Forces Model
Threats of new entrants- The automobile companies like Volkswagen have been functioning and operating their business since 1937 and manufacturing automobiles at a low cost to offer a low pricing strategy to attract more customers to their business without compromising the quality of the products. This gives them a competitive advantage where they apply economic scales to offer products at a low cost. Thereby, new entrants have a low impact on Volkswagen as they have to create their brand image, have to deal with capitalization, and take time to retain loyal customers to their business (Adamkasi, 2019). 
Bargaining power of suppliers- This factor is also low for Volkswagen as they have huge numbers of suppliers for supplying the raw material and resources needed to manufacture or produce their automobiles. The company accounts for around 40,000 suppliers and thus, they can shift to other suppliers if they are not satisfied with the pricing, and other policies and thereby, the bargaining power of the supplier is low (Volkswagen, 2020). 
Bargaining power of customers- The low pricing strategy applied by Volkswagen gave them a competitive advantage as well as made their customers unable to shift to other automobile brands like Toyota and Ford. Thus, customer bargaining power is low to medium for Volkswagen and they also apply differentiated product strategies to sell their premium products at high prices to their premium loyal customers.   
The competitors- The company faces huge rivalries and thereby, Volkswagen has high competition in the marketplace. It faces huge competition in terms of market shares from competitors like Toyota, Ford, Nissan, Honda Motor, and so on (GlobalData, 2021). 
Threats of substitute products- This is considered moderate for Volkswagen as there are various options for the customers to opt for transportation such as buses, bicycles, etc., or shift to other brands. Again, the increase in price and producing sustainable products have had a moderate impact on Volkswagen. 
Volkswagen has been following the United Nations Sustainability Development Goals in order o be more sustainabl in the UK market. Through these goals they are making environmtal-friendly busenss objectives thata re helping them in being more comeptiive inteh market as tehy are attracting people more than before (Volkswagenag, 2020b).
[bookmark: _hnthx9g2o6ey][bookmark: _Toc124172441]4. Recommendations to develop a more competitive advantage 
It is suggested to the top management of Volkswagen to concentrate on promoting their electric and hybrid cars more. The dieselgate scandal hampered their reputation a lot. Therefore, providing cars that actually are environmentally friendly can help in the improvement of the reputation. They already have many electric cars available in the UK market like ID.3, ID.4, ID.5, ID.5 GTX, e-up, e-Golf and ID.Buzz (Volkswagen, 2023). Therefore, they should promote the perfectibility of these cars. In this way, they can make their business more profitable as people would be more attracted to their cars.
It is also suggested to the company concentrate on their workforce upskilling. The company should hire people who have knowledge about making the environment healthy by using the respective products. Therefore, they can plan to produce more electric cars through which they can get more advantages. For this reason, upskilling is necessary as digitalisation will be included and the supply chain practices will be made more sustainable. In this way, Volkswagen can make its business more competitive (Accenture, 2023). 
[bookmark: _Toc124172442]Conclusion 
The report has been based on the changes in the business strategies they have done. From the discussion, it has been understood that the company came across a lot of issues in 2015 due to the dieselgate problem. For this reason, they are trying to modify their strategies for making the business process and their brand image better. In this report, the used business strategies over the past five years and their present strategies have been explained using Porter's Generic Strategies. Utilising VRIO analysis, the internal competency of Volkswagen has been known. Later on, Porter's Five Forces Model has been used to know how they are becoming more competitive considering sustainability and environmental-friendly decisions. Some suggestions have also been provided here so that they can become more competitive. 
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