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Abstract 

Volkswagen has depicted a good strategic approach in the automobile industry starting from the 

introduction about the firm, founded in 1937, has sustained its competitive position through im-

mense sales in a single year. In the market analysis, the current strategic approach of the compa-

ny, which is the market-driven strategic approach, has been elaborated. The focus is different 

strategic management tools such as SWOT analysis, Porter Five forces and VRIO analysis along 

with some key insights and comprehensive results. 

 The result has shown that the company is still capable of facing the threats in the market a due to 

the adaptations of pertinent strategic approach. Keeping the strategic flaws in the is, derived from 

the results of the strategic analysis, the company management can consider the strategic ap-

proach such as Ad Hoc, unilateral, collaborative, administration, and social performance man-

agement. The right choice of the company is social performance management approach, which 

can help the company to think with different perspectives. 

 The justification, selection process has been described. The best thing that the company man-

agement can do after these adaptations is to keep the customer at the center of the strategy. So-

cial performance management is an effective roadmap for the company to keep its competitive 

positions, and despite having the challenges and risks, sustain the business in different countries.  

Derivation of several approaches to make the strategies is necessary for this company because of 

the changing trends of the business. The success is quite triggered by the appropriate strategic 

approach, and the management of Volkswagen is looking forward adapt it. 
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1. Introduction 

Every organization needs strategic management tools to derive market insights and make 

decisions accordingly. In the competitive and modern business era, it seems essential for the 

companies to apply these management tools to come up with things, which have never been done 

before or at least to do things better than competitors. In the competitive market, the manage-

ment always seems assertive to obtain those insights. Obviously, to solve different issues, the 

application of these strategic management tools looks pertinent. This study revolves around the 

application of strategic management tools on Volkswagen. The main aspects of this study are the 

environmental analysis, including market analysis and current strategic approaches VW is driv-

ing. Also, a strategic analysis depicts the illustrations of a SWOT analysis, Porter Five forces, 

and a VRIO analysis along with a critical evaluation. Based on the results of this comprehensive 

strategic analysis, the study obtains some strategic flaws of the company. Of course this is only 

the pre-work for the crucial step where the management of the company has to derive some po-

tential strategic approaches. Furthermore, the management has to choose the best strategic ap-

proach to gain and sustain the success. Those two things will also be covered within the paper by 

deriving reasonable approaches out of the strategic analysis results. 

1.1 Thesis Statement 

“Pertinent strategic approach is important, as it engages and directs the company to 

make better decisions. However, the selection of strategic approach is a big challenge, as the 

management has to navigate all insights in the business environment and choose the most ap-

propriate approach. There is a need for a good strategic approach, which can lead towards the 

growth and success of the competitive business environment.”  
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1.2 Purpose of Study 

The purpose of the study is to elaborate the current market and business conditions 

through the application of different strategic analysis tools, and among of different strategic ap-

proaches, choose the most appropriate one to derive both, business and market insights.  

1.3 Objectives 

The objectives of the study are  

 To evaluate the current strategic position and approaches of the company and obtain the 

facts, which are useful for decision-making process 

 To apply different strategic management tools on the company to evaluate the business 

position in the competitive market 

 To draw some potential strategic approaches for the future that the company can adapt to 

make improvements and gain the success 

 To choose the best strategic approach at the end of the company to enable success and 

growth of the company 

2. Environmental Analysis 

Environmental analysis contains the background of the company along with its market 

position and the illustration of the current strategic approach. Examining the business environ-

ment is necessary, as it helps to understand the potential and credibility of the company. This 

section elaborates the company background, comprehensive market analysis, and current strate-

gic approach.  Interestingly, it helps to evaluate the current position often company an in the 

presence of immense competitors in the competitive market.  
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2.1 Company Background 

Volkswagen was founded in 1937. It is a prominent automobile manufacturer from Ger-

many. Volkswagen is dealing in different vehicles for the customers along with the production 

capacity of 6.073 million units in a year (Greimel 2014). According to 2016 reports, Volkswagen 

is the largest producer of vehicles around the globe. The main products of the company are cad-

dy, caddy maxi, the transporter, the new crafter, special vehicle bodies, cylinder heads, and steer-

ing gear box. The revenue of the company is $ 127.10 billion according to 2016 financial reports 

of the company. The profit of the company is $ 2.25 billion (Boston 2017). With the immense 

range of employees, which is 626,715 in different departments, the company still contains the 

high-quality production and outputs for the customers (Jancarikova 2017).  

2.2 Market analysis 

The market conditions for different automobile companies are competitive in the differ-

ent region. However, as far as the Volkswagen is concerned, it is in a good position. It is a fact 

that the standing of the company is good in different countries such as China, Brazil, Russia, and 

India. However, in 2016, the company has faced difficulties in getting the surge in sales. In the 

United States market, the sales volume has been declining by 2%, and the similar threats are in 

the limelight in different countries (Houston-Waesch 2016).  

The international automobile market is quite competitive where competitors are Toyota, 

Honda, Nissan, Ford and General Motors.  However, with the passage of the time, the company, 

due to its effective strategic approach, is looking forward to becoming the global sales leader. 

For Instance, on the other hand, the company has sold 10.3 million vehicles globally by beating 

Toyota Company (VolksWagenag 2017).  



9 
 

 

Despite having the immense sales of cars under brands such as Audi, Porsche, Bentley, 

and Lamborghini, the company is struggling regarding the profitability in each quarter 

(Szymkowski 2017). It has been revealed that the companies in the market are looking to en-

hance the visibility of research and development process to come up with differentiated products 

for the customers in the different regions.  

The investment in research and development to deal with carbon emissions and social re-

sponsibility is in the fame in the competitive automobile market. The purpose of the companies 

in the market is to increase the profitability. Interestingly, Volkswagen, in the competitive mar-

ket invests in research and development process to regain its profitability in each quarter 

(LeBeau 2015).   

The market condition in Europe is not according to the expectations. Due to the diesel 

deception scandal, the company had to recall 8.5 million diesel engine vehicles to rectify the er-

ror. Due to this, an immense range of the customers have been converted, which created the neg-

ative impact on the market share. In other countries, the recalling expenses are quite high, which 

enables the unfavorable market conditions (Burke 2016) 

 

 

 

 

 

Figure 1: US Market-Share (Jato.com 2017) 
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Overall, concerning the growth and sales of the company in the international market, it 

has been revealed that the company looks a global market leader.  For Instance, comparing the 

company with Toyota, which contained 10,175,000 sales in 2016, 10.3 billion sales by 

Volkswagen, is a surprising development (News Room Toyota 2017).  In both, production and 

sales, the company has beaten the competitors, which is a remarkable market achievement.   

 

 

 

 

 

2.3 Current Strategy Approach 

In this section, the study examines different strategies, which have been implemented, 

along with the impact on business and key stakeholders.  

The current strategic approach of the company is market driven. The management of the 

company always intends to come up with the different market insights to derive and implement 

different strategies. The management has set the clear intentions regarding the values of the cus-

tomers. They investigate the market conditions and trends and make based on that pertinent deci-

sions for the future. Being a global auto seller, the management of the company considers what 

factors can lead the company towards the sustained success and growth in the competitive mar-

ket (Translate Media 2015). 

Figure 2: World´s Largest Automakers (Schmitt 2017) 
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For Instance, in BRICS countries, the intense market research is needed for the company 

to make the successful entry. The company did it actually, as it depicted the remarkable expan-

sion process an in these countries. 

Interestingly, for Volkswagen, the customers and the market are the starting point in this 

strategy formulation process. Instead of focusing on the internal factors and stakeholders, the 

consideration of different external stakeholders is the best choice for the company to make the 

difference. Visibly, the company has gained many advantages through this particular approach. 

The biggest advantage that this company has gained by the passage of the time through this ap-

proach is a remarkable market orientation. Not only in Germany, but also in different countries 

around the globe, the company has come up with the vehicles, which integrated with the modern 

market trends and the needs of the customers (Schultz 2015).    

It is a fact that the company, through this strategic approach has demonstrated a remarka-

ble customer focus and competitive intelligence. Based on the needs and expectations of the cus-

tomers, it seems good for the company to come up with different brands, mentioned above.  For 

Instance, the Toyota Company believes in mass production to meet the demand of customers. 

Accordingly, Volkswagen has also derived this insight and because of this achieved some good 

results for the business. Regarding pricing, quality, differentiation, sales, and units produced, the 

competitive intelligence is in the limelight, which leads this company towards a competitive ad-

vantage (Muller 2013).  

One of the most prominent characteristics of the market-driven strategic approach is the 

integrity, like Volkswagen, company has gathered all business operations such as supply chain, 

production, distributions, and sales to create the pertinent customer values in different markets. 

Now, apart from with this, there are other benefits that this company has portrayed. 
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Volkswagen adopts the market-driven approach to strategy making process to develop 

the distinctive capabilities such as pertinent skills and knowledge. For example, according to 

market insights, the company developed some new products for the customers. Collaborations of 

organizational process, skills, activities, and assets, the development of the product portfolio has 

helped the company to increase the market share. The perfect example, which has been derived, 

is the collaborations of Volkswagen, Porsche, and Audi to produce electric vehicles and digital 

services for the customers in all over the world (Taylor 2017).  

Another aspect of VWs strategic approach to the management of the company is the 

prominent customer's values, Customers, in different regions, contain the perception about the 

company regarding the quality and differentiation. For Instance, the market data tells the compa-

ny management what the customers want in the market, as accordingly, along with the mutual 

concerns of the stakeholders, the company makes decisions. It enables Volkswagen to drive the 

organizational capabilities and integrate with the customer values. The organizational values 

such as  culture, quality, focus  match  with the  capabilities  such as  brand image, financial 

strengths  and business expansions, which made the  success prominent  in Asian and western 

countries (Zhang 2017`). 

Today, Volkswagen has become a top seller of cars in the world. Obviously, the role of 

the market-driven strategy is crucial in this whole process. The company has also faced some 

issues with this strategy. For Instance, it has been revealed that the company needs a rapid 

change with the passage of the time according to new customers and market trends. The strategy 

is not to be consistent in the market, and it seems tough for the company to sustain its profitabil-

ity. The change process needs heavy investments, which hits the business sustainability and prof-

itability.  Moreover, regarding the future, the company is struggling to present a clear plan. The 
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market-driven approach is not predictable for the management to set the strategic goals and ob-

jectives (Berlin 2012).  

3. Strategic Analysis of VW 

3.1 SWOT analysis 

3.1.1 Strengths 

The biggest strength of the company in the competitive automobile market is the well-

structured brand image. The company is containing the high brand image along with the promi-

nent product portfolio. Also, the biggest strength of the company is the business expansion, as 

the company has successfully expanded the business in different countries.  In different coun-

tries, this company has sustained a better position over other competitors. Almost 70 production 

plants and existence in 150 countries have made VW quite successful. The brand recognition has 

also contained the surge (Volks Wagenag 2018). The company is quite capable of meeting de-

mands of the customers. It is capable of producing 26,600 vehicles in a day. The financial condi-

tion of the company is exceptional, which also suits the product development and business ex-

pansion. The research and development process has become a strong part of the business. The 

high-quality car along with the superior technology is to the strength of the company, which 

helps the company to increase the market share in the automobile market. 

3.1.2. Weaknesses 

The emission scandal has hit the business sustainability, profitability and the overall 

brand reputation in the market. Almost 5 million cars have been recalled due to wrong software 

installation (Independent.co.uk 2017). It is 57th highest brand, dropped from 18th rank due to the 

emissions scandal. The example is a 9.8 % decline in the UK (Kollewe 2015). It depicts some 

operational flaws, which is a prominent weakness. Moreover, it has been observed that VW is 
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losing its profit margins and revenues due to the high competition.  For example, in India, they 

have reduced the prices for customers, which is a depiction of competitive pricing. Thus, the 

company enables the customer acceptance in this market and decreases the margins. Thus, the 

competition is hitting the margin, as due to differentiation and availability substitutes, the cus-

tomers can be converted. The Company is lacking advertising and promotions on different media 

channels as compared to the different competitors (Daveakshay.wordpress.com 2015). Compara-

tively, the company is not positioning its cars in different regions, which strengthens the other 

brands. Furthermore, the strong position of parent companies in countries is also a prominent 

weakness. Visible, the company, sometime, has been sidelined by the customers due to the inclu-

sion of the parent companies (Jourdan 2017). 

3.1.3. Opportunities 

Due to expansion in different countries, it is possible for VW to hit the buying power of 

the customers. The buying power of the customers is increasing, which is a great opportunity for 

the company to increase sales. Due to increasing demand and strong financial position, it is a 

great opportunity for the company to expand the business in regions, which are undone by the 

competitors. The entry in the emerging countries along with the effective cultural integration is 

an opportunity, which can help the company to increase the global market share.  Due to research 

and development process, it turned out that a focus on the design of fuel efficient vehicles is also 

promising, as it can facilitate the sales of the company. Creativity and innovation seem essential 

as it can keep the brand alive for customers in the presence of immense substitutes. Auto drive 

and electric cars are future of the industry, and some appropriate initiatives can be taken to be the 

market leader again (Marcus 2015).  
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3.1.4. Threats 

The emission and furl deception scandals have put the credibility of the company in a 

huge threat. The customers are losing confidence; many of them have been converted due to re-

call the decision of the company. In other words, the brand reputation is a huge threat. The com-

petition is also a huge threat Volkswagen. For Instance, in many countries, local automakers are 

emerging along with the differentiation process to make the minds of the customers. It is a huge 

threat for the VW, as customers are depicting their preferences. Government rules and regula-

tions in the countries are a major threat, as tough regulations regarding the production create 

immense barriers. A sluggish economic condition in any country is always a huge threat to the 

company, and it can hit the buying process, sales, demands, and business expansions (Jourdan 

2017).  

3.1.5. SWOT-Matrix 

After identifying the main Strengths, Weaknesses, Opportunities and Threats, 

Volkswagen is currently facing, they should all be brought together in a SWOT-Matrix. For a 

more detailed reflection of the SWOT, a so called extended SWOT Matrix will be carried out 

below. It concludes the results of the analysis and depicts how the combination of the Strengths, 

weaknesses, opportunities and threats could be used to generate a sustainable advantage.  
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 Strengths 

1. Well-structured brand 

image 

2. Prominent product 

portfolio 

3. Business expansion 

4. Brand recognition  

5. Financial condition  

 

Weakness 

1. Emission scandal  

2. 5 million cars have 

been recalled 

3. Losing its profit mar-

gins and revenues  

4. Lacking advertising 

and promotions  

5. Strong position of 

parent companies  

 

Opportunities 

1. Buying power of the 

customers 

2. Increase the sales 

3. Expand the business  

4. Effective cultural in-

tegration  

5. Research and devel-

opment 

6. Creativity and innova-

tion  

7. Auto drive and elec-

tric cars 

 

Opportunity-Strengths 

Good financial conditions of 

the company can enhance the 

visibility of research and de-

velopment process. It also 

boosts the future considera-

tions such as electric and auto 

drive cars.  The brand recog-

nition can also help in the 

cultural integration process.  

When the company increases 

the product portfolio, it seems 

expansion in the business.  

Opportunity-Weakness 

The research development 

process can help the company 

regain the image, impaired 

due to the emission scandal, 

as the company can improve 

the operational process. Ef-

fective cultural integrations 

can be depicted in the adver-

tisements and promotions, 

which can effectively attract 

the customers. The creativity 

and innovation can help the 

company to differentiate the 

outputs from parent compa-

nies.  

Threats 

1. Emission and fuel de-

ception scandals  

2. Customers are losing 

confidence 

3. Brand reputation is a 

huge threat 

4. Competition  

5. Government rules and 

regulations  

6. Sluggish economic 

condition  

 

Threats-Strengths 

Despite having the emission 

scandals, it is a great chance 

for the company to engage 

with the customers.  Due to 

the well-structured brand im-

age, the customers can 

demonstrate the solidarity 

with the company.  The prod-

uct portfolio is a major 

strength, which can target the 

customers even in the slug-

gish economic conditions.   

Threats-Weakness 

The emission scandals can be 

minimized through opera-

tional efficiency to reduce the 

threats of Emission and fuel 

deception scandals. Consider-

ations of modern media 

channels such as social media 

platforms to eliminate the 

threat of impaired brand repu-

tation.  Recalling expenses 

should be minimized through 

low-cost operation, which can 

help the company survive, 

even in the sluggish econom-

ic conditions. 

Figure 3: Extended SWOT-Matrix (own presentation) 
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3.2 Porters Five Forces 

3.2.1 Bargaining Power of Buyers 

The bargaining power of buyers is high in the automobile industry. Interestingly, the buy-

ing power of the customer makes the management of the company assertive in making different 

strategies for them. It is a fact that customers have reasonable information about vehicles. In to-

day’s world, the customers use to contain the technical information about vehicles instead of fo-

cusing on design and pricing. Usually, they want to pay the price if the vehicle meets the re-

quirements. High bargaining power can be shaped by other competitors in the industry due to the 

sufficient knowledge for customers. The bargaining power is high due to the concentration of the 

customers on the specifications and compared with another firm. The customer knows the differ-

ence between Volkswagen and other car brands, and if he finds any difference in price, he may 

make the pertinent decision. The Switching cost for the customers is low, which increases the 

bargaining power. If the customers find the car with the same specifications, this can depict his 

preferences. Due to the availability of different substitutes in the market, the customer can have 

high bargaining power. When bargaining with the company management, the customers know 

that he has other options to navigate (Rosenholtz 2017).  

3.2.2 Bargaining power of suppliers 

The bargaining power of supplier is low in the industry due to the supplier concentration 

of automakers. With the perspective of suppliers in this industry, it has been revealed that suppli-

ers depend heavily on automakers. They cannot take the risk to leave their companies, as every 

firm has a concentrated supplier strategy. A supplier knows that he has a less space in the indus-

try if he leaves the organization. Similarly, Volkswagen is looking for concentrated suppliers, 
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which can help the management of the company to enhance the visibility of better engagement 

and the relationship.  

3.2.3. Threats of Substitute 

The threat of substitutes is high in the market, and it can disrupt the strategies and opera-

tions of Volkswagen.  As mentioned, there are many competitors in the German Automobile in-

dustry, which are contained the capability of producing imitation. For Instance, the top brand like 

Honda, Toyota, General Motors, and many others are conducting the differentiation process to 

make the product or cars different from the competitors. However, in emerging companies, local 

gains, due to low-cost considerations in the operational process, have different substitutes, which 

are attracting the customers. Thus, the threat of substitutes is always high, not only for 

Volkswagen but also for many automakers in the industry. Interestingly, substitutes in the 

automobile industry are not just about the cars. It refers the different means of transportation for 

people in the country. Main substitutes are metro trains, buses, taxies, and bicycles. It depends on 

the traveling needs of the customers, which makes any of these substitutes visible (Marcus 

2015).  

3.2.4. Threats of New Entrants 

The threat of new entrants in this industry is low, as there is a need for heavy capital to 

establish a plant. In different countries, companies intend to identify some space in the industry 

and make decisions regarding the entry. However, the biggest barrier is the existence of local 

automobile giants, which are already subsidized by international automakers. The company may 

find it tough to achieve the economies of scale. With the perspective of the customers in the 

market, they seem loyal to their brands, and it is difficult to convert them. New firms in the in-

dustry cannot hit the company due to its sustained brand image, customer assertiveness, and sales 
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volume. The business expansion in several countries also makes the threat of new entry low; a 

new firm will need much time to get evolved with the passage of the time (Jancarikova 2017).  

3.2.5. Competitive Rivalry 

Almost in every country, it has been seen that there is an intense competitive rivalry. Ma-

jor automakers in the United States, Germany, and Japan are given a tough time to Volkswagen.  

Even in the emerging countries, the local automakers, merged with the international firm, are 

given a tough time. The intense competitive rivalry is a big barrier to increase the market share 

revenues and profitability. However, despite having the competition in the industry, the form still 

manages to keep the revenues up (Blogsadmin 2017). The Volkswagen has different resources 

and capabilities, which can lead towards the competitive advantage. Apparently, the company 

has made these resources and capabilities its strengths and sustains the competitive advantage. 

 

 

 

 

 

 

3.3 VRIO Analysis 

A VRIO analysis is a very common framework to analyze part of a firm’s strategic 

scheme. Below the corresponding matrix has been filled accordingly to VWs current appearance. 

Figure 4: Revenues by Car Manufacturer (Lane 2017) 
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Resource & 

capability 

Valuable Rare Inimitable Organized to 

exploit 

Impact on 

Competitive 

Advantage 

Financial Po-

sition 

Yes No No Yes Parity 

Technology Yes No Yes Yes Sustainable 

Product De-

velopment 

Yes Yes Yes Yes Sustainable 

Research & 

Development 

Yes No Yes Yes Sustainable 

Plant & 

Equipment 

Yes Yes Yes Yes Sustainable 

Marketing 

and sales 

Yes No No Yes Temporary 

Business ex-

pansion 

Yes No No Yes Sustainable 

 

 

The sustainable advantage in the market is the indication of success. Only financial re-

sources are not triggered by the sustainable competitive advantage, because competitors in the 

market are also containing big financial resources to make decisions. Technology, development, 

plant equipment, and expansion are the sources of sustainable competitive advantage. There 

should be change in advertisement campaigns and promotional strategies to make the advantage 

sustainable.  

4. Result of Analysis 

Concerning the results of all these strategic analyses, there are different results, which 

have been derived. In the automobile company with the market-driven strategic approach, the 

firm has looked the operations of the business with the perspective of the competitors. When 

looking at the SWOT analysis, identifying the strengths, weaknesses, opportunities, and threats 

of VW, the company can use the market-driven approach to eliminate the threats and weakness 

Figure 5: VRIO Matrix for Volkswagen AG (own presentation) 
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and enhance the utilization of strengths and opportunities. The main strength of the company is 

the image, which can be considered when making strategies for both markets and customers. 

Deriving the results from porters five forces analysis, the company has the major threats 

looking at its competitors, which are differentiating the process and outputs. Like competitors, it 

seems good for the management of the company to provide the adequate information to the cus-

tomer regarding the product. When a customer has high bargaining power, he can be retained or 

sustained through the necessary information and positioning. Again, the strategic approach 

comes into the life, as the firm investigates the market and provides the information, according to 

the needs of the customers. The supplier’s concentrations are quite good, as it makes the quality 

of cars promising for the customers. The future considerations of the company are to make the 

switching cost for the customers high, will enable the customer retentions even having the fluc-

tuation in the pricing (Independent.co.uk 2017).  

Obtaining results from VRIO analysis, the Volkswagen Company has gained the sustain-

able competitive advantage. Accordingly, the company develops its resources and capabilities to 

create the positive impact on the competitive advantage.  

5. Strategic Flaws 

The strategic flaws are barriers or loopholes that the management usually faces in the 

strategic planning process. Obviously, there are several markets and operational issues due to 

these flaws. 

There are many things, which went wrong due to the strategic flaws in the Volkswagen 

AG. Utilization of market-driven approach is good the firm has not improvised. For Instance, the 

management makes the plan for only plan's sake. Without improvisation and thinking beyond the 
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plan with the passage of the time, the firm has faced a major problem such as impaired reputa-

tions due to the emission scandal. 

Interestingly, the management, in the SP process does not consider the business environ-

ment. The company is so certain of its technology and other resources, which creates issues in 

the competitive industry. The changes in the business environment have not been focused. Like 

Toyota, there is not a continuous improvement. This competitor has depicted a remarkable stra-

tegic approach, as in the strategic planning, the main factor the improvement in every aspect of 

the business. On the other hand, when Volkswagen makes a plan about market or operations, it 

does not concentrate on the improvement factors and just relies on sales as a performance meas-

ure (Blogsadmin 2017). This is a huge strategic flaw for the company. Sometimes, when making 

the strategic plans, the management does not involve the right people at the right time; there is a 

lack of participative decision making or planning, which is also a big strategic flaw. Instead of 

being so certain of the existing or current strategy, the management must have to depict the will-

ingness towards the change (Boston 2017).  

Now, keeping the results of strategic analysis and strategic flaws in mind, the study 

comes up with some potential strategic approaches. The competitive auto industry needs 

creative, strategic approaches. Developing and implementing those can generate a huge ad-

vantage for Volkswagen. 

6. Derivation of Potential Strategy Approaches 

6.1 Ad Hoc 

Ad Hoc seems traditional, but it can be reshaped to be creative and lucrative in the mar-

ket. The Volkswagen management usually does not have any system or procedures to make the 

strategies. Based on the situations and time, the management gathers the stakeholders to make 
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decisions. It is less costly and a rapid approach for making different strategies. The Volkswagen 

management can use the flexible business culture to adopt this approach. The leaders can adjust 

the length of deliberations to produce results for the company (Rezania and Ouedraogo 2014, 

36). Interestingly, in this strategic approach, the management provides freedom to the stakehold-

ers to participate or leave the process. To save time and make early decisions, most of the firms, 

especially in the auto industry, make strategies without people who disagree with them. Instead 

of considering the disagreement, the management must have to show the commitments or deter-

minations. In the automobile industry in Germany and other countries, it can be used as a better 

strategic approach (Wang and Wang 2017, 731). 

6.2 Administration 

The administration's strategic approach expresses the high processes and low input. 

Without any elicitation, the company can develop the system and routines to make strategic 

plans. The main intention of the management must be towards the low processes or imputes, 

which can help to make decisions on time. The firm can have massive data to make decisions, 

and in small firms, the management can leverage the information (Fabbri 2016, 504). However, 

for Volkswagen, without concentrating on internal and external stakeholders, there can be the 

fast decision. The biggest threat of wrong or bad decisions has been always here, as the man-

agement can ignore the participation and depend only on the well-defined routines (Alkhatib 

2017, 318).  

6.3 Unilateral 

A unilateral strategic approach can be suitable for the firm to make the strategic decision 

in future. It is a reasonable strategic approach, as the Volkswagen management can play a role of 

leadership and make decisions without mutual converts of all key stakeholders. Instead of mak-
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ing the strategy with the participative approach, the firm can make the strategy quickly. The 

competitors have demonstrated the change rapidly, and accordingly, the strategic decisions can 

be made without any debate and complexity (Kuang, et al. 2015, 243). Through broad thinking, 

it seems easy for the management to make strategies in the best interest of the company. A Top-

down leadership approach is suitable for this strategic approach. Nevertheless, there is a percep-

tion that the unilateral approach can make wrong strategies quickly. However, the proactive 

management of the Volkswagen could still eliminate this threat (Buchholz and Sandler 2017, 

603).  

6.4 Collaborative 

The collaborative approach is another effective strategic approach. Volkswagen can have 

this approach, as it engages all employees and necessary stakeholders in the process. It resembles 

the ad hoc system, but it is the slightly different due to the high process and high outputs. In de-

partments, the Volkswagen management can select key people or representatives to make future 

decisions about operations, sales, marketing supply chain, and production. The mutual concepts 

of employees can help the company to derive the essential factors. Due to their inflexibility, the 

firm can face difficulties regarding the time. Inflexible work or culture in the company can take 

much time of the management. It can also be called a participative approach due to different 

opinions, observations, thoughts, skills, and experiences. Relative to the drawback of this ap-

proach, there is always a threat of involvement of irrelevant parties.  Nevertheless, it is a good 

approval, and it has been adopted by many organizations to come up with the better outputs for 

customers in the market (Favoreu, Carassus and Maurel 2016, 439).  



25 
 

 

6.5 Collaboration paradox 

The general perception regarding the collaborative approach is good. However, the col-

laborations paradox shows slow executions, which is not in the best interest of the company. Dif-

ferent stakeholders of the company may contribute in the planning process, but due to immense 

contradictions and debate, the management may miss the right time of execution. It is the only 

factor or a constraint that may restrain the company from this strategic approach. However, it is 

still adaptable as the contribution of employees in the firm is always valuable. 

6.6 Social Performance Management 

The main stakeholder of society or community is the customer of Volkswagen.  SPM is a 

modern strategic approach, which puts the customers of the company at the center of the strate-

gic planning process. It is slightly different from the current approach of the company, which 

concentrates on markets and customers. It is a new approach, which is triggered by the social 

needs and customer values. Under this approach, there is a big chance for the management to de-

clare the pertinent social mission and create the values according to their expectation of the cus-

tomers (Lee 2015, 48). Defining the social goals is the best strategy in the modern industry, and 

Volkswagen should upgrade to it to accelerate the customer engagement. Balancing the financial 

and social responsibility is good for the company through this consideration, which can also cre-

ate the positive impact on the suitable competitive advantage. The social responsibility and en-

gagement in the planning process can be used by the company, especially when entering new 

countries or markets (Kim and Moon 2017, 18).   

7. Recommendation: Social Performance Management 

This section revolves around some ethical considerations and social integrations in the 

strategic planning process to create the value and sustain the business for a long run.  
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Social performance management is the best and suitable strategy for Volkswagen AG. 

For Instance, when the company selects this strategic approach, it engages with the employees to 

let them understand the directions of the company. The direction of the company is linked to the 

customer focus. Mass production has been conducted to meet the customer need. Thus, to create 

the value, the company can have the dedicated retailer network. Thinking about the customers 

and engaging remaining stakeholders are quiet resultant and lucrative.  

To understand the social performance, the company has to know how crucial it is for the 

future.  For relatively new car brands, the management may aim to present new campaigns. 

Thus, the focus can be depicted, as it is to be decided that how they can put the customers at the 

center of the campaign to position better in their minds.  Adding more to the market-driven 

strategic approach, the social values can be created through emotional and sentimental attach-

ments in the campaign.  

The mainstream functions of social performance management are to set social goals and 

objectives. The proposed future strategy of Volkswagen is to come up with the low priced eco-

friendly cars for the customers. Furthermore, to integrate with the customers or society as the 

whole effectively, the company intends to develop the fuel-efficient cars to save the cost of fuel 

and reduce pollutions. It is the social benefit that they can do many things by using the social 

performance management approach. 

The company has faced immense barriers in regaining the growth and reputations of the 

unethical business practices in the form of the emissions. Social performance management in-

volves stakeholders to define the goals. In the selection of this strategy, the management has to 

think with the perspective of the customers and society instead of focusing on the business sus-

tainability and profitability. For Instance, the company can decide that how it might save the 
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lives of thousands of people due to the polluted environment instead of making fast cars for the 

customers. The social performance management sets the preferences for Volkswagen, which can 

to engage with society stakeholders.    

Importantly, it seems beneficial for the company to integrate with the culture when mak-

ing the strategy. In operations, workplace, marketing, sales, and other aspects of the business, the 

company plans to link with the local values and traditions to exist strongly in the presence of 

other competitors. Being at the center point of the strategy, the customer is the main beneficiary 

of this approach.   

8. Justification of the Approach 

The big advantage of adopting this approach is the ability to assess the current practices 

of the business. The adaptation of this strategic approach can be justified through the honesty 

when assessing the business practices. For Instance, relative to the research and development  

process of the company, the management must be honest in the assessment process and share the 

pertinent and adequate information to both, internal and external stakeholders, which are trig-

gered by the society. An integrated communication process can be utilized to share the infor-

mation about social performance management. Employees, working in several departments, can 

be informed to let the company position itself better for the success.  

Volkswagen works as an institution, and the social performance management seems to be 

the best future concentration due to its institutional priority. The justification of this approach is 

visible due to the enlargement of the customer range, response, aggression, and assertiveness de-

spite having the impaired reputations due to emissions and unethical business practices. After 

getting the top position in sales of vehicles, it is a responsibility to integrate with the social val-

ues in the strategic planning to create the goodwill in the society. 
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9. Conclusion 

Finally, it is to conclude that the strategic approaches of the company in the industry can 

play a crucial role, especially when it comes the future. From identification of business needs 

and actual executions, the approach looks critical for both, the management and stakeholders.  

Based on the business needs, the management has to derive the approaches for the future and fo-

cus on the single approach to get benefits. In this study, the main theme was to cover the 

Volkswagen business, strategic approach along with some strategic analysis tools. SWOT, Por-

ter, and VRIO analysis, along with the comprehensive results have been elaborated. Volkswagen, 

being a top vehicle seller in the world has to emphasize on creative, strategic approaches such as 

Ad hoc, collaborative, unilateral, administrations, and social performance management. The so-

cial performance management has been selected for the Volkswagen with appropriate justifica-

tion. 

The success of the company is promising through effective implementations of the new 

strategic approach with some necessary improvisations. The change in the approach can be 

observed due to the business uncertainties and many other factors. In coming decades, social per-

formance management is the key to keep the strong market position in the spirited era. 

 

 



29 
 

 

Bibliography 

Journal Articles 

Alkhatib, Saleh Fahed. 2017. “Strategic logistics outsourcing: upstream-downstream supply 

chain comparison.” Journal of Global Operations and Strategic Sourcing 10(3): 309-333. 

Buchholz, Wolfgang, and Todd Sandler. 2017.” Successful Leadership in Global Public Good 

Provision: Incorporating Behavioural Approaches.” Environmental and Resource 

Economics 67(3): 591-607. 

Fabbri, Emanuele. (2016). Strategic planning and foresight: the case of Smart Specialisation 

Strategy in Tuscany. Foresight : the Journal of Futures Studies, Strategic Thinking and 

Policy 18(5): 491-508. 

Favoreu, Christophe, David Carassus, and Christophe Maurel. 2016. “Strategic management in 

the public sector: a rational, political or collaborative approach?” International Review of 

Administrative Sciences 82(3): 435-453. 

Kim, Tae Hyung, and M Jae Moon. 2017. “Using Social Enterprises for Social Policy in South 

Korea: Do Funding and Management Affect Social and Economic Performance?” Public 

Administration & Development 37(1): 15-27. 

Kuang, Hanbin, M Abul Bashar, D Marc Kilgour, and Keith W Hipel. 2015. “Strategic analysis 

of a brownfield revitalization conflict using the grey-based graph model for conflict 

resolution.” EURO Journal on Decision Processes 3(3-4): 219-248. 

Lee, Su-Yol. 2015. “The effects of green supply chain management on the supplier's 

performance through social capital accumulation.” Supply Chain Management 20(1): 42-

55. 

Rezania, Davar, and Noufou Ouedraogo. 2014. “Organization development through ad hoc 

problem solving: A case of knowledge transfer capacity development in an ERP 

implementation project.” International Journal of Managing Projects in Business 7(1): 

23-42. 

Wang, Yue, and Karen Yuan Wang. 2017. “How do firms tackle strategic change? A theoretical 

model of the choice between dynamic capability-based and ad hoc problem-solving 

approaches.” Journal of Organizational Change Management 30(5): 725-743. 

 

 



30 
 

 

Internet Sources 

Automotive Digest. 2001. ”Luxury Car global market share 2001” Automotive Digest, Accessed 

January 5, 2018. 

http://automotivedigest.com/2002/04/luxury-car-global-market-share-2001/ 

Berlin. 2012. “VW conquers the world.” The Economicst, Accessed April 8, 2019. 

http://www.economist.com/node/21558269  

Blogsadmin. 2017. “2018 Volkswagen Atlas vs the Competition in Dare to Compare 

Challenge.”Capistrano Volkswagen, Accessed April 8, 2019. 

http://www.capovw.com/blog/2018-volkswagen-atlas-vs-the-competition-in-dare-to-

compare-challenge/  

Boston, William. 2017. “Volkswagen VW Brand Lifts Profit Margin Outlook; Announces 

EUR1.9 Billion Annual Savings.” Fox Business, Accessed April 7, 2019. 

http://www.foxbusiness.com/features/2017/11/30/volkswagen-vw-brand-lifts-profit-

margin-outlook-announces-eur1-9-billion-annual-savings.html  

Greimel, Hans. 2014. “Toyota tops 1 million in global hybrid sales, but growth slows.”Auto 

News, Accessed April 7, 2019. 

http://www.autonews.com/article/20140115/OEM05/140119763/toyota-tops-1-million-

in-global-hybrid-sales-but-growth-slows  

Houston-Waesch, Monica. 2016. “Volkswagen Sales Drop for First Time in 13 Years.” TheWall 

Street Juornal, Accessed April 7, 2019.  https://www.wsj.com/articles/volkswagen-

group-sales-drop-for-first-time-in-13-years-1452275074  

Independent.co.uk. 2017. “Volkswagen recalls five million cars in China over faulty airbags 

linked to deaths.”The Independent, Accessed April 8, 2019. 

http://www.independent.co.uk/news/business/news/volkswagen-car-recall-cihna-deaths-

faulty-airbags-faw-vw-saic-takata-corp-a7946066.html  

Jancarikova, Tatiana. 2017. “VW's Slovak workers strike over pay, halt production 

lines.”Reuters, Accessed April 7, 2018. https://www.reuters.com/article/us-volkswagen-

slovakia-strike/vws-slovak-workers-strike-over-pay-halt-production-lines-

idUSKBN19B10I  

Jourdan, Adam. 2017. “Volkswagen to recall nearly 5-million cars in China to replace Takata 

airbags.”Business Live, Accessed April 6, 2019. 

https://www.businesslive.co.za/bd/companies/2017-09-14-volkswagen-to-recall-nearly-5-

million-cars-in-china-to-replace-takata-airbags/  



31 
 

 

Kollewe, Julia. 2015. “VW's sales fall nearly 10% in UK, but other car brands also slide.”The 

Gaurdian, Accessed April 7, 2019. 

https://www.theguardian.com/business/2015/nov/05/vw-sales-fall-uk-car-brands-drop  

LeBeau, Phil. 2015. “Volkswagen posts record profit on China sales 'success'.”CNBC, Accessed 

April 6, 2019.  https://www.cnbc.com/2015/03/12/volkswagen-posts-record-profit-very-

successful-in-china.html  

Lane, Johnny. 2017. “Volkswagen: The Value Play Near Term” SeekingAlpha, Accessed April 

4, 2019. https://seekingalpha.com/article/4100879-volkswagen-value-play-near-term 

Marcus, Lucy P. 2015. “Volkswagen's lost opportunity will change the car industry.”The 

Gaurdian, Accessed April 6, 2019. 

https://www.theguardian.com/business/2015/oct/18/volkswagen-scandal-lost-

opportunity-car-industry  

Muller, Joann. 2013. “How Volkswagen Will Rule The World.”Forbes, Accessed April 6, 2019. 

https://www.forbes.com/sites/joannmuller/2013/04/17/volkswagens-mission-to-

dominate-global-auto-industry-gets-noticeably-harder/#31cd40de3c46  

News Room Toyota. 2017. “TMC Announces Results for December 2016 and CY2016.”News 

Room, Accessed April 7, 2019. https://newsroom.toyota.co.jp/en/detail/14861575  

Rosenholtz, Jared. 2016. “Can The New Competition Beat The Volkswagen GTI To 60 

MPH?”Car Buzz, Accessed April 7, 2019. 

http://www.carbuzz.com/news/2017/10/16/Can-The-New-Competition-Beat-The-

Volkswagen-GTI-To-60-MPH-7741516/  

Schultz, E.J. 2015. “Volkswagen Brand Takes Image Hit As Emissions Scandal Grows.”AdAge, 

Accessed April 7, 2019. http://adage.com/article/cmo-strategy/volkswagen-brand-takes-

image-hit-emissions-scandal-grows/300486/  

Schmitt, Bertel. 2017. “It's Official: Volkswagen Is World's Largest Automaker in 2016. Or 

Maybe Toyota.” Forbes, Accessed April 4, 2019. 

https://www.forbes.com/sites/bertelschmitt/2017/01/30/its-official-volkswagen-worlds-

largest-automaker-2016-or-maybe-toyota/#5acd5d876b0b 

Szymkowski, Sean. 2017. “Audi and Bentley want in on Porsche's Mission E, Bugatti and 

Lamborghini considering plug-in 2+2.”Motor Authority, Accessed April 8, 2019. 

https://www.motorauthority.com/news/1113747_audi-and-bentley-want-in-on-porsches-

mission-e-bugatti-and-lamborghini-considering-plug-in-22  

Taylor, Michael. 2017. “Why Volkswagen Can't Make Cheap Cars, And Why It Wants To Fix 

That.”Forbes, Accessed April 7, 2019. 



32 
 

 

https://www.forbes.com/sites/michaeltaylor/2017/09/29/why-volkswagen-cant-make-

cheap-cars-and-how-it-wants-to-fix-it/#302ff986200d  

Translate Media. 2015. “How Volkswagen Became the World’s Largest Car 

Manufacturer.”Translate Media, Accessed April 8, 2019. 

https://www.translatemedia.com/us/blog-usa/how-volkswagen-became-the-worlds-

largest-car-manufacturer/  

Volks Wagenag.. 2018. “Volkswagen.”Volks Wagen, Accessed April 7, 2019. 

https://www.volkswagenag.com/en/brands-and-models/volkswagen.html  

VolksWagenag.. 2017. “Volkswagen Group delivers 10.3 million vehicles in 2016.”Volks 

Wagen, Accessed April 78 2019. 

https://www.volkswagenag.com/en/news/2017/01/VW_Group_deliveries.html  

Zhang, Benjamin. 2017. “VW's SUV revolution is the key to its new-found success in the 

US.”Business Insider, Accessed April 8, 2019. http://www.businessinsider.com/vw-

volkswagen-tiguan-atlas-suv-revolution-a-success-2017-10  

 

 


	Application of Strategic Management tools on Volkswagen AG
	Abstract
	Abbreviations
	Table of Figures
	1. Introduction
	1.1 Thesis Statement
	1.2 Purpose of Study
	1.3 Objectives

	2. Environmental Analysis
	2.1 Company Background
	2.2 Market analysis
	2.3 Current Strategy Approach

	3. Strategic Analysis of VW
	3.1 SWOT analysis
	3.1.1 Strengths
	3.1.2. Weaknesses
	3.1.3. Opportunities
	3.1.4. Threats
	3.1.5. SWOT-Matrix

	3.2 Porters Five Forces
	3.2.1 Bargaining Power of Buyers
	3.2.2 Bargaining power of suppliers
	3.2.3. Threats of Substitute
	3.2.4. Threats of New Entrants
	3.2.5. Competitive Rivalry

	3.3 VRIO Analysis

	4. Result of Analysis
	5. Strategic Flaws
	6. Derivation of Potential Strategy Approaches
	6.1 Ad Hoc
	6.2 Administration
	6.3 Unilateral
	6.4 Collaborative
	6.5 Collaboration paradox
	6.6 Social Performance Management

	7. Recommendation: Social Performance Management
	8. Justification of the Approach
	9. Conclusion
	Bibliography

