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Executive Summary
This report has been created to highlight the different approaches which are being considered by Volkswagen for retaining its position of one of the largest car manufacturers in the world. The strategic evaluation and their alignment with the current business scenario and resourcing ability of the organisation have been analysed in this report. The report also provides a competitive analysis of the automotive industry for Volkswagen. The organisation and its approach towards the new and sustainable development target have been suggested with actions which can help further enhance the competitive advantage of Volkswagen over others in the future.
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[bookmark: _hvxr1otm0xrb][bookmark: _Toc141369260]1. Introduction
As suggested by Knudsen et al., (2021, p. 362), sustainability in the business practices and products which are manufactured by organisations has been a rising demand in the market. Consumers are becoming more conscious about their purchases and the resources which have been used to manufacture the products. The strategic management of organisational practices to exude an inclination towards sustainability practices is one of the primary techniques which enhances the brand image and hence contributes to the business of the organisation. The trust of the consumers is very significant for an organisation to retain its market share in the industry. Volkswagen is a German multinational automotive manufacturer and retailer. The organisation has a history of 86 years with its foundation dating to 28 May 1937. The organisation has been operating worldwide with different subsidiaries like Audi, Skoda Auto, Porsche, Seat, Lamborghini, Ducati and many more under its operations. Volkswagen has been one of the largest automotive manufacturing organisations in the world by sales. The organisation has an employee strength of 675,800 as of December 2022 (annualreport2022.volkswagenag.com, 2022). The revenue generated by Volkswagen in 2022 has been 279,232 million euros which is 11.6 per cent more than that of 2021 (annualreport2022.volkswagenag.com, 2022).
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Figure 1: The Annual Data Sheet of Volkswagen, 2022
(Source: annualreport2022.volkswagenag.com, 2022)
[bookmark: _87hdxopf39cq][bookmark: _Toc141369261]2. Identifying the key business strategies of Volkswagen over the past five years using evidence
The new market trends regarding sustainability and the production of cars have been the goal of major car manufacturers in recent times. The proposition of EVs and automation in driving cars has become the future of the automotive industry. Volkswagen was involved in the ‘dieselgate scandal’ in the year 2015 which is the largest automotive scandal in the world with a fraud amount of 30 billion dollars (bbc.com, 2022). The organisation had been found to commit fraud with consumers, selling them cars with software systems enabled with ‘test mode’ and ‘dirty mode’. This resulted in cars produced by Volkswagen continuing to roam the roads freely with more than permissible nitrogen dioxide emissions in the air which is dangerous for the environment while the promise was that cars were sustainable with relatively low emissions than the dictated range. This scandal had a huge impact on the business strategy of Volkswagen in the coming years as the organisation began to focus more towards producing cars with green fuel so that they can overcome their negative reputation from the scandal and also become more attractive as a car manufacturer for the consumers.
The changed strategy for Volkswagen since 2021 has been named ‘New Auto-Mobility for generations to come’ (Volkswagen-group.com, 2023). Volkswagen has been trying to move towards its future with EVs and automation in its mind. The opportunity present in the EV market is abundant with relatively low competition. This strategy has been chosen by Volkswagen as a revamp of its older strategy. With this, the organisation has started to invest towards EV and automation technology very enthusiastically. Volkswagen is set to invest 193 billion dollars in electric car technology and software development (nytimes.com, 2023). This shows the complete change in the strategy of Volkswagen which has been focused more towards manufacturing in China and North America. The organisation wants to become the industry leader in the sustainability and EV segment with this new strategy which has been the core of the organisational functions in recent years. Volkswagen has focused its investments as well as capabilities towards the improvement of its market presence in the EV and automation segment. This comes under the ‘ACCELERATE 2030’ strategy of Volkswagen which was launched in 2021 (annualreport2021.volkswagenag.com, 2021). The organisation has been moving towards its goals of development of technology and software efficiency till 2030. This is a transformation strategy which would bring Volkswagen to the forefront of the automotive industry as Volkswagen’s goals become reality.
[bookmark: _lenmo9jj8m3g][bookmark: _Toc141369262]3.  Using frameworks to discuss the reasons for changing or pursuing the mentioned strategies
PESTLE Analysis of the UK automotive industry for Volkswagen
	Factors
	Analysis
	Explanation

	Political
	1. The Brexit deal has changed the norms of trading.
2. Increased fuel prices in the UK (theguardian.com, 2023). 
	The Brexit deal made it difficult for Volkswagen to enter the UK market with new and changed trade policies. The increase in fuel prices has been one of the major concerns for people to avoid purchasing petrol or diesel-fuelled cars which affects the business of Volkswagen.

	Economic
	1. Inflation in the UK is at a record high (bbc.com, 2023).
2. Covid-19 pandemic has been an issue for car manufacturers.
	Inflation has been a deterrent to the car market as people do not consider cars as essential. The Covid-19 pandemic has caused a sharp drop in the sales of cars as the movement of people was restricted.

	Social
	1. Brand perception of Volkswagen has depreciated due to the dieselgate scandal.
2. The trend of ride-sharing is increasing in the UK (digitaljournal.com, 2023).
	The brand perception of Volkswagen is negative among people which is affecting the organisation negatively. The new trend of ride-sharing is not a good sign for the organisation and Volkswagen might suffer due to this in the future.

	Technological
	1. EVs are becoming a new trend in the market.
2. Autonomous vehicles are in demand in the market.
	The shift of the market towards EVs and autonomous vehicles provides an opportunity for Volkswagen to increase its sales.

	Legal
	1. Scandals of the past and the lawsuit against Volkswagen regarding dieselgate (bbc.com, 2022).
2. New regulations regarding sustainability demand change in car manufacturing practices.
	The scandals of Volkswagen have been causing legal issues in different countries. The new regulations regarding carbon footprint and car design sometimes negatively affect the manufacturing of Volkswagen.

	Environmental
	1. Sustainability is key to future business.
2. Air pollution is becoming a threat to the environment which is caused by car emissions mostly.
	The increasing air pollution and the demand for sustainable practices are troublesome and also bring new opportunities for Volkswagen.



The above PESTLE analysis provides an overview of different factors which are specific to the business of Volkswagen in the UK market. The Automotive industry of the UK is moving towards a change and new emerging technologies like EVs and automation are attracting the attention of consumers. This has been represented in the PESTLE analysis that would bring opportunity for Volkswagen and hence the car manufacturer is following the strategies and transforming itself. The earlier scandals have generated mistrust among people about the organisation and impacted negatively the brand image. Therefore, the new strategy is focusing on undergoing the process of change for Volkswagen. The rising price of fuels has been a deterrent to diesel and petrol cars which can be solved with the introduction of EV technology and benefit Volkswagen in the long term. Volkswagen has changed its strategy and adopted its New Auto strategy to reflect the changes which would help the manufacturer retain its position as the second largest auto-manufacturer in the world.
[bookmark: _g07xvs468a6z][bookmark: _Toc141369263]4. Identifying the resources and capabilities of Volkswagen over the past five years using evidence
The diversification of the manufacturing capacity and ability has been the core concept behind repurposing the organisational strategy of Volkswagen. The organisation is moving towards green manufacturing and restraining its manufacturing of cars based on diesel and petrol. This is happening at a fast rate. Volkswagen is creating facilities in China and North America with its remodelling process. This would provide the organisation with the advantage of having full access to resources which are there. The operations in China are being upgraded as China is one of the largest markets for Volkswagen (nytimes.com, 2023). The organisation has been focused on the development of EV batteries for which plants would be set up in Europe as well with a 2 billion euro investment (nytimes.com, 2023). The organisation is moving towards massive changes in its sustainability practices as the backlash from the 2015 dieselgate scandal is still fresh in the company’s mind. The new investments are being made by Volkswagen in the electric sector as the organisation is trying to gain control over the supply chain. This has been in line with the trend of car manufacturers to control different parts of the supply chain as there is a scarcity of resources in the EV market. The discovery of new mines and developing refining capacity to manufacture batteries would be done to counter the third-party organisations from increasing the prices and hence causing procurement issues for Volkswagen in the future. This has been followed by Volkswagen's partnering with Canadian miners to establish new battery plants in North America (reuters.com, 2023). This would also help mitigate the issues of Chinese companies dominating the EVs market in the future with their cheap and abundant resourcing capacity from local suppliers.
The development of capabilities to perform with new technologies and resources is a requirement for automotive manufacturers in recent times.  The organisation has to develop new technologies and train employees to boost their research and development so that they can help in realising the EV future of the automotive industry. Volkswagen has formulated strategies and capacities to facilitate the development of EV technology with the help of employee training facilities like escape rooms (electrek.co, 2023). The organisation plans to provide its employees with peace of mind so that they can work properly in their factories and manufacturing facilities and provide their support to the rapidly changing operations of Volkswagen.
[bookmark: _oxwayta7mm5l][bookmark: _Toc141369264]5. Analysing the extent of resource and capability alignment of Volkswagen to current business strategies
SWOT Analysis of Volkswagen
	Strengths
	Weaknesses

	1. The widest portfolio among all automotive organisations.
2. The strategy to diversify the market.
	1. Negative publicity of the organisation.
2. High recall rate in the market.

	Opportunities
	Threats

	1. Increasing demand for EVs (Electric Vehicles)
2. Increasing demand for autonomous vehicles in the markets.
	1. Increasing regulations regarding sustainability and green manufacturing practices by the local governments.
2. Intense competition in the market.


The strengths and weaknesses of Volkswagen and the current strategies which are eminent in the organisation have compelled the organisation to develop future capacities and resource management policies. This evaluation would be facilitated by the SWOT analysis which provides an insight into the inner workings of Volkswagen. The internal strength of Volkswagen stems from its strategies which are very ambitious and future-oriented. The organisation has understood the market and analysed the shift in the automotive industry. Volkswagen has been one of the market leaders in the automotive industry and it does not hope to relinquish its position as one. This has forced the organisation to create strategies which are focused on the development of capacity for manufacturing EVs and automated-driven cars. The organisation has been working on developing battery manufacturing capacity as well as providing an ample environment to the employees so that they can improve their EV manufacturing capabilities and resource management in the future. The location of the facilities which are being developed is also crucial as Volkswagen is focusing on the American and Chinese automotive markets (nytimes.com, 2023). The organisation has to face intense competition in the future as the Chinese automotive manufacturers have an edge in the procurement of supplies from their local third-party suppliers. Similarly, the organisation is focusing on the North American market to mitigate the competition from auto manufacturers like Tesla Motors, one of the pioneers of EVs and automated-driven car manufacturing.
[bookmark: _jwq85ovfj5g3][bookmark: _Toc141369265]6. Evaluating the competitiveness of Volkswagen with consideration to sustainability and the environment using evidence
Competitive analysis of Volkswagen with the help of five forces analysis
	Parameters
	Degree (High/Medium/Low)
	Impact 

	Bargaining power of buyers
	Medium
	This has a negative impact on Volkswagen as the organisation cannot control the prices with ease.

	Bargaining power of suppliers
	Low
	The low bargaining power of suppliers permits Volkswagen to change its suppliers if they do not meet their standards.

	Threats of new entrants 
	Low
	This impacts the organisation in retaining its consumer base and consumer loyalty.

	Competitive Rivalry 
	High
	The high competition in the market results in an increased number of barriers for Volkswagen to explore different fields and areas.

	Threats of substitutes
	Medium
	New and advanced cars are in demand which provides an opportunity for Volkswagen in the future.


The above analysis of competitiveness in the automotive market for Volkswagen states that the organisation has been one of the market leaders considering its strategies and innovation. The new strategy which has been devised by Volkswagen has the potential to let it retain its position as the second largest auto-manufacturer in the world. The organisation has a lot of competition in different market spaces which has been a source of worry for Volkswagen. The most prominent competitors in the EV manufacturing industry for Volkswagen are Tesla in the North American market and BYD in the Chinese market. The organisations are industry leaders in the manufacturing of EV automobiles. The organisation has the threat of substitution with the development of new technologies in the same segment from the manufacturers which are trying to adopt new technologies which would provide customers with a richer experience with their cars. Moving forward towards sustainable development practices Volkswagen would have to abide by the rules and regulations and refrain from creating a scandal like dieselgate.
[bookmark: _efbabqciwowx][bookmark: _Toc141369266]7. Recommendations to improve sustainability practices for helping Volkswagen to develop competitive advantages in the future
The sustainability program of Volkswagen is on track and the organisation has been working on improving its research and development towards a greener manufacturing system. This has the potential to improve the brand image of Volkswagen which had been tarnished in the recent scandal and for which the organisation is still facing legal challenges in many countries including the UK market. The organisation is set to improve its sustainability practices by investing more in EVs and automated-driven cars which they have identified as one of the opportunities. However, there needs to be more effort put into the transformation process so that the organisation can mitigate the potential competition in the future. This would be effectively executed if Volkswagen focuses more towards the improvement in the organisational culture and improving the facilities for the employees. Along with that, the following recommendations would be one of the basic strategies for the future.
Improving brand image
Moving forward would be one of the challenging tasks for Volkswagen considering the past which the organisation. The organisation faced major issues with its branding as the scandal about dieselgate made the consumers lose their trust in Volkswagen which would be one of the highlights for the organisation. Volkswagen has to work on its CSR (Corporate Social Responsibility) and sustainability practices so as to improve its brand image among consumers and help in achieving a competitive advantage in the future.
Talent acquisitions
Volkswagen has highly talented employees, however, the organisation does not possess a large enough workforce which is talented enough to carry out the operations which would be integrated into the organisation in the future. Innovation is an organisation needs talented people to boost its operations (Deif and Van Beek, 2019, p. 862). The organisation would require to diversify its workforce and include talented people in its workforce. This would increase the efficiency of Volkswagen in realising the potential goal which has been set by the organisation.
[bookmark: _7vwe2t39t43l][bookmark: _Toc141369267]8. Conclusion
Sustainable practices are the core elements in the current business scenario for all organisations. The process of creating new manufacturing practices in the automotive industry has been inclined towards EVs and automated-driven cars which is being focused on by Volkswagen as well. This is an improvement for Volkswagen from its past. The organisation is taking into consideration all the opportunities which are present in the market with the help of its New Auto and ACCELERATE 2030 strategy. The organisation is trying to build resources and capabilities for future operations keeping in mind the competition in the industry.
[bookmark: _5yzo24i7nbxj]

[bookmark: _122xm0ei6u1x][bookmark: _Toc141369268]References
annualreport2021.volkswagenag.com, 2021. Volkswagen Group annual report 2021. Available at: https://annualreport2021.volkswagenag.com/_assets/downloads/entire-vw-ar21.pdf (Accessed: 27 July 2023).
annualreport2022.volkswagenag.com, 2022. Volkswagen Group Annual Report 2022 - Volkswagen annual report 2022. Available at: https://annualreport2022.volkswagenag.com/_assets/downloads/entire-vw-ar22.pdf (Accessed: 27 July 2023).
bbc.com, 2022. Volkswagen to pay out £193m in ‘Dieselgate’ settlement, BBC News. Available at: https://www.bbc.com/news/business-61581251 (Accessed: 27 July 2023).
bbc.com, 2023. What is the UK inflation rate and why is it so high?, BBC News. Available at: https://www.bbc.com/news/business-12196322 (Accessed: 27 July 2023).
Deif, A. and Van Beek, M., 2019. National culture insights on manufacturing competitiveness and talent management relationship. Journal of Manufacturing Technology Management, 30(5), pp.862-875. https://www.emerald.com/insight/content/doi/10.1108/JMTM-08-2018-0240/full/html 
digitaljournal.com, 2023. Car-sharing market 2023 is set to fly high in upcoming year, Digital Journal. Available at: https://www.digitaljournal.com/pr/news/theexpresswire/car-sharing-market-2023-is-set-to-fly-high-in-upcoming-year (Accessed: 27 July 2023).
electrek.co, 2023. Johnson, P., 2023. How Volkswagen is using escape rooms to prepare employees for an electric future, Electrek. Available at: https://electrek.co/2023/02/22/how-vw-using-escape-rooms-to-prepare-employees-for-evs/ (Accessed: 27 July 2023).
Knudsen, E.S., Lien, L.B., Timmermans, B., Belik, I. and Pandey, S., 2021. Stability in turbulent times? The effect of digitalization on the sustainability of competitive advantage. Journal of Business Research, 128, pp.360-369. https://www.sciencedirect.com/science/article/pii/S0148296321000850 
nytimes.com, 2023. Eddy, M., 2023. Volkswagen will invest $193 billion in electric cars and software, The New York Times. Available at: https://www.nytimes.com/2023/03/14/business/volkswagen-electric-vehicles-batteries-investment.html (Accessed: 27 July 2023).
reuters.com, 2023. Waldersee, V., 2023. Volkswagen to invest in mines in bid to become Global Battery Supplier, Reuters. Available at: https://www.reuters.com/business/autos-transportation/volkswagen-invest-mines-bid-become-global-battery-supplier-2023-03-17/ (Accessed: 27 July 2023). 
theguardian.com, 2023. Lawson, A., 2023. Energy crisis stemming from Ukraine War ‘cost £1k for every UK adult’, The Guardian. Available at: https://www.theguardian.com/business/2023/feb/21/energy-crisis-ukraine-war-uk-cost-gas (Accessed: 27 July 2023). 
volkswagen-group.com, 2023. Strategy, Volkswagen Group. Available at: https://www.volkswagen-group.com/en/strategy-15955 (Accessed: 27 July 2023).
volkswagen-newsroom.com, 2022. One year of accelerate strategy: Volkswagen strengthens efficiency and speeds up transformation, Volkswagen Newsroom. Available at: https://www.volkswagen-newsroom.com/en/press-releases/one-year-of-accelerate-strategy-volkswagen-strengthens-efficiency-and-speeds-up-transformation-7811 (Accessed: 27 July 2023).
[bookmark: _qbckzbx7dxs0][bookmark: _Toc141369269]

Appendices 
[bookmark: _ilff0kh0ow77][bookmark: _Toc141369270]Appendix 1: SWOT Analysis of Volkswagen
[image: ]
[bookmark: _1gzlcxq958l4][bookmark: _Toc141369271]
Appendix 2: PESTEL Analysis of Volkswagen
[image: ]
[image: ]
[image: ]
[image: ]
[bookmark: _zf5puh1z2hi9][bookmark: _Toc141369272]
Appendix 3:  Industry Five Forces Model Analysis of Volkswagen
[image: ]
[image: ]


1
image2.png
Strengths

Weaknesses

1 The at

widest portfolio among
antomoive organisations.

2. The strategy to diversify the market.

1. Negative pubicity of the organisation.

2. High recall rate in the market

Opportunities

Threats

1. Increasing demand for EVs (Electric
Vebicles)
2. Incressing demand for avtonomous

vehictes in the markets

I Incressing  repulations  regarding

and

practices by the local governments.

sustainability green manufacturing

2. Intense compeition in the market.





image3.png
Factors

Analysis

Explanation

Politcal

1. Brexit deal
2. Increased fuel prices

The Brexit deal made it
difficult for Volkswagen to
enter the UK market with

new and changed tade
policies. The increase in el
prices has been one of the
major concerns for people to

ing petrol or

s which
affects the business of

Volkswagen.





image4.png
1. Inflaion.

2. Covid-19 pandemic

Infation ks been 2
deterrent to the car market
25 people do not consider
cn a eseatil The

Covid-19  pandemic has

caused

harp drop in the
sales of cars & the
movement of people was

cestricted

Social

1. Brand perception

2. Trend of ride-sharing

The brand perception of
Tolkwagen negative
among people which &
affecting the organisation
negatively. The new trend of|
ride-sharing is not a good
sign for the organisation and
Vollwagen might suffer

due to this in the future.





image5.png
Techmological LEV: The shift of the market

2 Avtonomous vehicles | towards  EVs  and
autonomous vehicles
provides an opportunity for

Volkswagen to increase ifs

sales
Zogal 1. Scandals The scandals of Volkswagen
2. New regulations have been causing legal

ieues i diffeent countries
The mew  regulations
cegarding carbon footprint
and car design sometimes
negatvely  affect  the
manufactucing of

Volkswagen.





image6.png
Emvironmental

1. Sustainability

2. Air poliution

The increasing air pollution

wd the  demand for

nable practices are
troublesome and also bring
new  opportities  for

Volkswagen.





image7.png
Parameters

Degree

(HighMedium/Low)

Impact

Bargaining power of buyers

Medivm

This has a negarive mpact
on Tolkwagen as the
organisation cannot control

the prices with ease.

Bargaining  power

suppliers

Low

Tee low bargaining power
of  suppliers  pemmits
Vollswagen to change its
supplies i they do not meet
thee standards.

Threats of new entrants

Low

Ths  impacts  the|
organisation in setaining its
consumer  bame  and

consumer loyalty

Compeittve rivalry

The high competition in the
maket s @ om
increased mumber of barriers
for Volkswagen to explore

differeat fields and areas.





image8.png
Medivm

The new and advanced cars
ae in demand which
provides an opportunity for

Volkswagen in the future.





image1.png
VOLKSWAGEN GROUP.

Dot oo

s

Frcon s

=

glalel

o e, G

g

opesin s s b e B

el | sl |

St

Elle 8] | flslele L
El

mngrei

opestng et ]

S

e on b

==

el
£l 5

i

et o BT

oot

oo o g

oo o et s e o pes

et o5

£t I

Senn viers BB

BHEREHER
RHARHH A

ey o





