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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 e current strategic approach of the compa-

ny, which is the market-driven en elaborated. The focus is different
strategic management tools suc Five forces and VRIO analysis along

with some key insights and comp

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

the adaptations of pertinent ic flaws in the is, derived from
the results of the s the strategic ap-
proach such as i ce man-
agement. The

can help the ¢

e customer at the"eenter of the strategy. So-
cial performance manag i ap for the company to keep its competitive

positions, and despite having the ¢ s, sustain the business in different countries.

Derivation of several approaches to make tITrategies 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 VVolkswagen 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 be In the competitive market, the manage-

ment always seems assertive t viously, to solve different issues, the
application of these strategic m inent. This study revolves around the
application of strategic manageme n. The main aspects of this study are the
environmental analysis, including market sis and current strategic approaches VW is driv-
ing. Also, a strategic analysi analysis, Porter Five forces,
and a VRIO analysis his comprehensive
strategic analysi is is only
the pre-work fi
tential strateg : ategic ap-
proach to gain i d within the paper by
deriving reasona gieanalysis resu
1.1 Thesis Stateme

“Pertinent strategic as it engages and directs the company to
make better decisions. However, the se strategic approach is a big challenge, as the
management has to navigate all insights ivf 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. ”



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 st
e To evaluate the current aches of the company and obtain the
facts, which are useful for SS
e To apply different strategic mana tools on the company to evaluate the business
position in the comp

e Todraw so any can adapt to

end of the compa

und of the ong with its market
position and the illu te@I€ approach. Examining the business environ-
ment is necessary, as it help tential and credibility of the company. This
section elaborates the company backgro prehensive market analysis, and current strate-
gic approach. Interestingly, it helps to e\)Tte the current position often company an in the

presence of immense competitors in the competitive market.



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 main products of the company are cad-

dy, caddy maxi, the transporter, icle bodies, cylinder heads, and steer-
ing gear box. The revenue of th n according to 2016 financial reports
of the company. The profit of the llion (Boston 2017). With the immense
range of employees, which is 626,715 in rent departments, the company still contains the
high-quality production and 2017).
2.2 Market analysis

The mar i the differ-

ent region. Ho r 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
H .. w

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

L4
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).



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
Ny | | .
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
b 4

enables the unfavorable market conditions (Burke 2016)

TOP 10 CAR GROUPS
MARKET SHARE TOP 5 MKT SHARES
WINNERS & LOSERS
H1-17
GM 16.74% Renault-Nissan 5 +0.50
Ford 15.32% Subaru g +0.37
Toyota 13.67% VW Group é +0.30
FCA 12.71% Henda g +0.13
o
Renault-Nissan ~ 10.34% Tata Group g +0.12
Honda  9.37% BMW Group | -0.04
=
Hyundai-Kia  7.60% TO;’Ot: 5 -gg;
Subaru  3.61% ror g
VW Group 3.47% Hyundai-Kia E: -0.54
' FCA -0.54
Daimler 2.13%

(EJATO

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.
.

World's Largest Automakers

12 Months 2016

Jan-Dec 2016 Jan-Dec 2015 YoY

) velkswagen | 10,312,400 | 9,930,500 | 3.8%
D Tovora | 10,213,486 | 10,083,783 | 1.3%
[l General Motors | 9,574,771 | 9,800,000 | -3.1%

Source: Company data. GM, VW: Deliveries. Toyota: Production. Blue: Estimate

Figure 2: World"s Largest Automakers (Schmitt 2017)

The cu i e management of the
company always i i erive and implement
different strategies. r intentions regarding the values of the cus-
tomers. They investigate the i rends and make based on that pertinent deci-
sions for the future. Being a global auto e management of the company considers what

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

ket (Translate Media 2015).
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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. Ins e internal factors and stakeholders, the

consideration of different exter choice for the company to make the
difference. Visibly, the compa ges through this particular approach.
The biggest advantage that this ¢ the passage of the time through this ap-
proach is a remarkable market orientation. only in Germany, but also in different countries
around the globe, the compa ich integrated with the modern
Itisafa i remarka-

tomers, it see ove. For

Instance, the emand of customers.

competitive intelligence is I ads this company towards a competitive ad-
vantage (Muller 2013).

One of the most prominent charact"ics 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.



12

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 t rfect example, which has been derived,

is the collaborations of Volksw, produce electric vehicles and digital
services for the customers in all

Another aspect of VWs s

organizational
such as cult financial
strengths and in Asian and western
countries (Zhan
Today, Volk of cars in the world. Obviously, the role of
the market-driven strategy process. The company has also faced some
issues with this strategy. For Instance, en revealed that the company needs a rapid
change with the passage of the time accord"o 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 titive automobile market is the well-
structured brand image. The co h brand image along with the promi-
nent product portfolio. Also, the company is the business expansion, as
the company has successfully expanded t siness in different countries. In different coun-
tries, this company has sustai etitors. Almost 70 production
plants and existence i nd recognition has

also contained t

pansion. The r of the business. The
high-quality car i 0 is to the e company, which
helps the company t i automobile market.
3.1.2. Weaknesses

The emission scandal has hit t s 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 Co ising and promotions on different media

channels as compared to the di shay.wordpress.com 2015). Compara-
tively, the company is not posi regions, which strengthens the other
brands. Furthermore, the strong panies in countries is also a prominent
weakness. Visible, the company, sometime, been sidelined by the customers due to the inclu-

sion of the parent companies

the customers.

the company i on, it is a

and development process, it n the design of fuel efficient vehicles is also
promising, as it can facilitate the sales o pany. Creativity and innovation seem essential
as it can keep the brand alive for customerggigr 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 Volk; in many countries, local automakers are

emerging along with the differe e minds of the customers. It is a huge
threat for the VW, as custome ences. Government rules and regula-
tions in the countries are a majo lations 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 business expansions (Jourdan
2017).

3.1.5. SWOT-

After (@)

the main Strengths, Weaknesses,

Volkswagen i i i rix. For a
more detailed ix will be carried out

below. It conclu picts how on of the Strengths,

weaknesses, opport 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

Opportunities
1. Buying power of the

customers

Increase the sales

Expand the business

4. Effective cultural in-
tegration

5. Research and deve
opment

6. Creativity ang
tion

7. Auto dri
tric car

wn

Threats
1. Emissic
ception

huge threat
4. Competition
5. Government rules and
regulations
6. Sluggish
condition

economic

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
parent companies

of

brand im-
ers  can
solidarity
The prod-
a major

r'!n in the slug-
conditions.

strength,
customers
gish econo

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-
ective cultural integrations
adepicted in the adver-

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 tha nable information about vehicles. In to-

day’s world, the customers use rmation about vehicles instead of fo-
cusing on design and pricing. the price if the vehicle meets the re-
quirements. High bargaining pow: er competitors in the industry due to the
sufficient knowledge for customers. The ba ing power is high due to the concentration of the
customers on the specificatio he customer knows the differ-
ence between Volks e in price, he may

make the pertin reases the

high bargainin I the customers know

e industry due to the supplier concentration
of automakers. With the perspective of s this industry, it has been revealed that suppli-
ers depend heavily on automakers. They ¢ t 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,



18

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 VVolkswagen. As mentio petitors in the German Automobile in-

dustry, which are contained the ation. For Instance, the top brand like
Honda, Toyota, General Motor ducting the differentiation process to
make the product or cars different . However, in emerging companies, local
gains, due to low-cost considerations in the operational process, have different substitutes, which
are attracting the customer always high, not only for
Volkswagen but als substitutes in the
automobile indu rtation for

people in the ¢ n substitutes are metro trains, buses, taxies, son

the traveling (Marcus
2015).
3.2.4. Threats 0

The threat o i i low, as there is a need for heavy capital to
establish a plant. In differe ntend to identify some space in the industry
and make decisions regarding the entr r, 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 Stat are given a tough time to Volkswagen.

Even in the emerging countrie rged with the international firm, are
given a tough time. The intens g barrier to increase the market share
revenues and profitability. Howev ompetition in the industry, the form still
manages to keep the revenues up (Blogsa 2017). The Volkswagen has different resources

and capabilities, which can e. Apparently, the company

Revenues by Car Manufacturer (in billions of $)

Toyota {1 254.69
Volkswagen 7 1 240.26

Daimler

General Motors

Ford Motor z

Honda Motor 2

Figure 4: Revenues by Car Manufacturer (LEZOl?)

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.
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Resource & | Valuable Rare Inimitable Organized to | Impact  on

capability exploit Competitive
Advantage

Financial Po- | Yes No No Yes Parity

sition

Technology | Yes No Yes Yes Sustainable

Product De- | Yes Yes Sustainable

velopment

Research & | Yes Yes Sustainable

Development

Plant & | Yes Yes Sustainable

Equipment

Marketing Yes Yes Temporary

and sales

Business ex- | Yes N Yes Sustainable

pansion

Figure 5: VRIO Matrix for Volkswagen AG (own presentation)

The sustain Only financial re-

should be cha i i make the advantage
sustainable.
4. Result of Analys

Concerning the resu analyses, there are different results, which
have been derived. In the automobile ¢ ith the market-driven strategic approach, the
firm has looked the operations of the busif 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
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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 ide the adequate information to the cus-

tomer regarding the product. W rgaining power, he can be retained or
sustained through the necessa ning. Again, the strategic approach
comes into the life, as the firm inv d provides the information, according to
the needs of the customers. The supplier’s entrations are quite good, as it makes the quality
of cars promising for the cu i the company are to make the

switching cost for th i n having the fluc-

5. Strategic Fl
The strategic i holés that the management usually faces in the
strategic planning process. eral markets and operational issues due to
these flaws.
There are many things, which Wentrng 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 cha vironment have not been focused. Like

Toyota, there is not a continuo etitor has depicted a remarkable stra-
tegic approach, as in the strate r the improvement in every aspect of
the business. On the other hand, es a plan about market or operations, it
does not concentrate on the improvement f s and just relies on sales as a performance meas-
ure (Blogsadmin 2017). This i ny. Sometimes, when making

the strategic plans, t ight time; there is a

Now, S in mind, the study
uto industry needs

creative, strategic a
vantage for Volkswagen.
6. Derivation of Potential Strategy Av

6.1 Ad Hoc

plementing those can generate a huge ad-

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 pro make early decisions, most of the firms,

especially in the auto industry, ople who disagree with them. Instead
of considering the disagreemen e to show the commitments or deter-
minations. In the automobile indu ther countries, it can be used as a better
strategic approach (Wang and Wang 2017,
6.2 Administration

The adminis s and low input.

Without any eli strategic

and in small fi i.2016, 504). However,
for Volkswagen, i and externa rs, there can be the
fast decision. The b a@litecisions has been always here, as the man-
agement can ignore the pa nly 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 suita proach. Nevertheless, there is a percep-

tion that the unilateral approa ies quickly. However, the proactive
management of the Volkswag threat (Buchholz and Sandler 2017,
603).
6.4 Collaborative

The collaborative ap roach. Volkswagen can have
this approach, as it e ocess. It resembles
the ad hoc syste uts. In de-
partments, the
decisions abo
of employees their inflexibility, the
firm can face di fleXible work or e company can take
d a participative approach due to different
opinions, observations, tho i ences. Relative to the drawback of this ap-
proach, there is always a threat of invo irrelevant parties. Nevertheless, it is a good
approval, and it has been adopted by many-ranizations to come up with the better outputs for

customers in the market (Favoreu, Carassus and Maurel 2016, 439).
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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 ma e right time of execution. It is the only

factor or a constraint that may r. his strategic approach. However, it is
still adaptable as the contributio s always valuable.
6.6 Social Performance Manage

The main stakeholder of society or unity is the customer of Volkswagen. SPM is a
modern strategic approach, ny at the center of the strate-
gic planning proces company, which
concentrates on the social

needs and cust: . i o de-

and social responsib ough this consideration, which can also cre-
ate the positive impact on t ivefadvantage. The social responsibility and en-
gagement in the planning process can the company, especially when entering new
countries or markets (Kim and Moon 2017,-*
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 network. Thinking about the customers

and engaging remaining stakeh lucrative.
To understand the socia has to know how crucial it is for the
future. For relatively new car b t may aim to present new campaigns.
Thus, the focus can be depicted, as it is to ecided that how they can put the customers at the
center of the campaign to more to the market-driven
strategic approach, t entimental attach-
ments in the ca

The m
objectives. T i riced eco-
friendly cars fi ers or society as the
whole effectivel i ave the cost of fuel
and reduce pollutio hey can do many things by using the social
performance management a

The company has faced immens in regaining the growth and reputations of the
unethical business practices in the form oft 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 VVolkswagen, 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, wo es, and other aspects of the business, the

company plans to link with th s to exist strongly in the presence of
other competitors. Being at the , the customer is the main beneficiary
of this approach.
8. Justification of the Approach

The big advantage of i i ity to assess the current practices

of the business. The rough the honesty

process of the
pertinent and
ized to share the infor-
mation about so al departments, can
be informed to let th iti ettér for the success.

Volkswagen works i social performance management seems to be
the best future concentration due to its i | priority. The justification of this approach is
visible due to the enlargement of the custor'ange, 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 ive the approaches for the future and fo-

cus on the single approach to , the main theme was to cover the
Volkswagen business, strategic strategic analysis tools. SWOT, Por-
ter, and VRIO analysis, along wit sults have been elaborated. Volkswagen,
being a top vehicle seller in the world has t hasize on creative, strategic approaches such as
Ad hoc, collaborative, unilat rmance management. The so-

cial performance m ropriate justifica-

tion.

The su i iSi ive i new
strategic appr i h can be
observed due t j ing decades, social per-

formance manag i rited era.
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