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Introduction
The report is to carry out an analysis of VW and its competitive environment. It will examine the relationship between the external and internal context of an organisation and how these impact on its strategies. It will critically evaluate the competitive and development strategies of VW in the context of contemporary strategic management issues. It is to analyse the factors that must be considered by an organisation in the implementation of its strategy. Based on the case study, this significant legal scandal negatively affected the VW brand resulting in substantial losses in terms of profitability. VW has undertaken critical business strategies to restore its trust and brand reputation and enhance its business performance in the global market. 
Question 1 Key business strategies of VW
Over the past five years, Volkswagen (VW) has adopted and implemented various key business strategies. These strategies come against the backdrop of the company’s acceptance to pay over 90000 drivers from Wales and England £193 million regarding the proof that the company had installed an emission cheating device in its vehicles to tamper with nitrogen dioxide emissions readings during the test (Jacobs and Kalbers, 2019). In what was eventually referred to as the diesel gate scandal, VW acknowledged using defeat devices to manipulate emissions tests, making its cars appear to adhere to the provided pollution standards while, in real sense, emitting 40 times the allowed amounts of nitrogen dioxide (Aichner et al., 2021). However, since this scandal, VW has undertaken critical business strategies to restore its trust and brand reputation and enhance its business performance in the global market. 
According to the PESTEL analysis framework, fundamental environmental factors have significantly impacted VW's strategy for the past five years. For instance, recently, climate change concerns, the push for sustainable transformation, and stricter emissions standards for nitrogen dioxide in vehicles have greatly affected VW's decision to shift to the production of electric vehicles (EVs) (Shang et al., 2021). Based on the case study, it is evident that the company failed to observe the set standards on nitrogen dioxide emission to reduce environmental pollution and enhance sustainable transportation. As a result, the company was penalised and had to pay over 90000 drivers in Wales and England a hefty amount (Jacobs and Kalbers, 2019). To respond to this punishment and the need to rebrand its image, the company's management has decided to put a strong emphasis on EVs, aiming to become both a global and a regional leader in the electric vehicle market. Therefore, the company has launched a dedicated electric vehicle platform, the Modular Drive Toolkit MEB). Besides, VW has introduced several other electric car models, including the ID.3 and ID.4 (Aichner et al., 2021). The electric vehicle strategy aligns with the increasing regional and global demand for environmentally friendly vehicles and enables the company to adhere to stricter emission regulations. Moreover, the adoption of electric cars is pushed by the market trends and potential for long-term profitability in the EV market. 

PESTLE Analysis of Volkswagen Group
The PESTLE Analysis of Volkswagen Group provides an in-depth understanding of the market and the business persona of the company. Various political, economic, social, technological, environmental, and legal factors affect the operations of the Volkswagen Group. Politically, although the company is established in Germany, the political factors affecting VW include trade tariffs (Šarić and Rosi, 2020). The United Kingdom and the United States are critical markets for VW products. Unfortunately, there are increasing doubts about the future of trade regulations between Germany and these countries. Since 2018, the US has continued to show tariffs on goods imported from the European Union, and the automobile industry has been subjected to these tariffs leading to additional charges for the VW group. Economically, growing consumer spending is a crucial factor. On the positive side, consumer spending growth worldwide means consumers are more interested in buying automobiles. The increased spending for automobile brands led to additional purchases of VW's vehicles (Šarić and Rosi, 2020). Socially, the demographic trends sufficiently affect VW'S operations. The changing demographics, such as ageing populations, population growth, and urbanisation, impact purchasing VW products. For instance, although VW is a famous brand, it is not recognized among the youthful population as a cheap automobile. Thus, there is a need for VW to rebrand its business persona, especially among younger automobile users. Technologically, automation in cars, such as self-driving vehicles, is potentially gaining momentum, putting the future of the automobile industry, especially for luxury brands such as VW, in jeopardy. Also, VW is affected by legal factors. For instance, in 2015, VW was accused of manufacturing engines with failed emissions tests. This significant legal scandal negatively affected the VW brand resulting in substantial losses in terms of profitability. Finally, environmental factors affecting VW include the global climate concerns which have forced VW to replace its traditional engine with a technology that is better in preserving the environment (Šarić and Rosi, 2020). 



SWOT Analysis of Volkswagen Group
	STRENGTHS 
· Global solid presence: VW is a leading automobile manufacturer in significant markets worldwide. This allows it to diversify its revenue streams and achieve a broader customer base. 
	WEAKNESSES
· Dieselgate Scandal: The emissions cheating scandal in 2015 (Dieselgate) significantly damaged Volkswagen's reputation and resulted in hefty fines and legal costs.

	OPPORTUNITIES 
· [bookmark: _heading=h.gjdgxs]Electric Vehicle Market Growth: there is a global demand and push for sustainable transport, which allows VW to expand its EV offerings and capture a significant share of the growing EV market. 
	THREATS 
· Intense Competition: VW operates in the automobile industry, which is highly competitive, with both new tech entrants and traditional automakers competing for the share of the market. 



Another essential business strategy for VW is the transformation into a mobility provider. Over the past five years, VW has actively invested in and explored various mobility services, such as car sharing, ride-hailing, and digital mobility platforms (Júnior et al., 2019). Their objective is to change or transform the company from an exclusive automaker firm to a more comprehensive mobility provider, offering a wide range of transformation solutions beyond vehicle ownership (Whittington, 2020). Based on the SWOT analysis model, this strategy banks on the strengths of VW as a leading and established automobile brand with a global presence (Shang et al., 2021). Besides, the decision to become a mobility provider is geared towards addressing the conventional automakers' fundamental weaknesses, glaring at potential disruptions fuelled by the new mobility trends and start-ups (de los Reyes Jr and Schols, 2019). Therefore, through business diversification and adapting to changing consumer preferences, VW aims to secure future revenue streams while remaining competitive in the automobile market. 
Finally, VW has embraced the digitisation and connectivity strategy. In the last five years, VW has been at the forefront of integrating advanced digital technologies into its vehicles, such as connectivity features, infotainment systems, and autonomous driving capabilities (Allam et al., 2020). The company has also partnered with technology firms to enhance its digital offerings while improving its overall customer experience. According to Porter's Five Forces, the increasing influence of technology in the automobile industry, supported by the shifting customer expectations for connected and tech-driven vehicles, has inspired VW to invest significantly in digitisation (Schroeder, 2023). By leveraging its digital technological capabilities, VW expects to differentiate its products further, enhance customer loyalty and remain ahead of its rivals. 

[bookmark: _heading=h.30j0zll]Question 2 Resources and capabilities

In the last five years, VW has developed and leveraged a number of critical resources and capabilities to enhance its strategic activities. These resources and capabilities have been integral in enabling the company to achieve its strategic goals and position itself within the global market. Human resources is one of the fundamental resources the company has leveraged for the past five years. VW hires the best manufacturing and engineering experts (Whittington, 2020). As a longstanding tradition for manufacturing and engineering capabilities, the company has significantly invested in top talents who bring experience and innovation in designing, engineering, and producing vehicles. Therefore, this has been a crucial resource that underpins VW's operational success. This capability has been integral in enabling VW to develop and produce electric vehicles (EVs), consequently optimising its internal combustion engine (ICE) models (Schroeder, 2023). Thus, VW's manufacturing and engineering expertise effectively aligns with the company's current business strategy, emphasising EVs. This capacity has been used to design and produce VW's electric vehicle line-up, including the MEB platform (Aichner et al., 2021). Moreover, the company has significantly invested in research and development to promote and enhance the performance and efficiency of its ICE models, consequently aligning with the current market demand and regulatory framework, such as pollution standards. 

Another critical capability utilised by VW is its strong brand reputation and market presence. VW is among the few companies with a solid global brand presence and a broad market reach. Its brand is typically linked with quality, reliability, and a diverse portfolio of cars (Hu et al., 2023). Despite the diesel gate scandal, the strong brand reputation for the past five years allowed the company to establish a loyal customer base. Eventually, it enabled the company to compete effectively in several market segments (Welch, 2019). As a result, VW is leveraging its strong brand image and market presence to support several of its business strategies. For instance, VW's focus on EVs aligns with the growing consumer preference for sustainable transportation. Hence its established brand has enabled the company to position itself as a reliable and trusted provider of a dedicated electric vehicle. 

Equally, the supply chain and global production network is an essential capability that supports VW's business strategies. VW has developed an extensive global production network with a vibrant supply chain. As a result, the company has manufacturing facilities and suppliers across the world, enabling the company to effectively and efficiently provide and distribute cars to different markets with many conveniences (Jung and Sharon, 2019). Therefore, VW’s production network and supply chain have been aligned with the EVs strategy as the infrastructure allows the firm to manufacture and deliver the EVs globally and meet the global demand for sustainable transportation. Also, it supports the company's strategy to become a mobility provider by facilitating the production and distribution of shared mobility solutions (Jung and Sharon, 2019). VW has aligned its essential resources and capabilities with several current business strategies. The company's brand reputation, manufacturing and engineering expertise, R&D capabilities, and a global production and supply chain network have been utilised to support and enhance the company’s focus on digitisation, EVs, and transforming into a mobility provider. By using and aligning these capabilities and resources, VW continues to drive innovation, maintain competitiveness, and adapt to the changing market trends and customer preferences. 

[bookmark: _heading=h.1fob9te][bookmark: _Hlk143858972]Question 3 Sustainability and environment

As VW continues to bear the impact of the deceptive emissions reporting scandal, the company has ultimately embarked on a scheme to pay for its costs and mistakes. As recently reported in the t Wall Street Journal article, the company is nearing a $10 billion civil settlement. This is the largest financial settlement in the history of the auto industry. Despite the financial and reputational impact of the Dieselgate scandal, VW has adopted several business strategies that have enabled it to become more competitive over the last five years, especially considering sustainability and environmental factors. 

[bookmark: _heading=h.3znysh7]Despite the emission scandal, VW responded swiftly to prevent losing its loyal customers to competitors like Toyota and Ford. While considering sustainable transportation and environmental factors, VW is leaning towards developing electrical-powered vehicles. When it comes to electric cars, the automobile that comes to mind is mainly Tesla. However, after the emission scandal, Volkswagen has embarked on a strategy to adhere to minimal pollution standards by investing in EVs. Thus, VW’s EVs have some of the most exciting features that give them a competitive advantage. With forward-thinking designs, environmentally friendly powertrains, and appealing aesthetics, VW’s electric vehicles are designed to rumble into consumers' hearts (Whittington, 2020). Besides, VW offers relatively affordable prices and high-quality components for its EVs, coupled with a wide range of models allowing users to choose their preferred model. Indeed, VW's electric cars are typically the ideal and perfect option for people looking for a reliable and enjoyable driving experience. Besides, VW has developed a dedicated electric vehicle platform and launched various electric models, which emphasises the need for the company to embrace electric vehicles (Schroeder, 2023). VW's commitment to EVs is evident in its decision to invest billions of euros in the electrification efforts. The company has set ambitious targets for its electric car sales. By 2030, the company aims to have 70% of its car sales to be electric across Europe. Therefore, the focus on EVs aligns with the company's sustainability objectives, as electric vehicles are known to produce zero direct emissions while, at the same time, contributing to the reduction of greenhouse emissions. 

Accordingly, Volkswagen is executing the TOGETHER sales strategy. This strategy allows the company to focus more on how to meet the changing needs of its customers in different ways. Thus, the company is more interested in the customer ecosystem, where they intend to establish a safe digital brand experience. According to the projection, this strategy will enable the company to increase its data protection standards while optimising how the brand capitalises profitability on emerging market opportunities (Whittington, 2020). Customer loyalty and satisfaction are fundamental for a company to retain its customer base. For Volkswagen, the customer's emotional connection with the brand is a priority because it brings more benefit to the company and creates a positive feeling towards its products. Ideally, many customers yearn to achieve this feeling when buying a product such as a vehicle. Therefore, the TOGETHER strategy has invaluably enhanced the company's competitiveness, especially in the sustainability segment. For instance, this business strategy is estimated to see the company make more sales than the private customer segment. According to the 2017 report, Volkswagen’s share of fleet customers stood at 14.1%, with a 2.7% growth in the local market (Jung and Sharon, 2019). However, since the adoption of this strategy, the share of fleet customers for Volkswagen has significantly increased by 24.5%. Since the company's share stayed at a constant 28.5%, users have considerable confidence in Volkswagen products. This strategy aligns with the manufacturer's desire to achieve sustainability through the production of EVs, a car model that works to ensure minimal pollution and accommodates users' needs. 

Lastly, Volkswagen has considered and integrated initiatives across its operations and supply chain. Over the years, the company has targeted to reduce its carbon footprint and enhance the efficient use of resources. Volkswagen is implementing initiatives to improve and increase the use of renewable energy in its manufacturing resources (Welch, 2019). This is evident with the automobile's commitment to sustainability, proved through the company's membership in the Science Based Target initiative and the support for Paris Climate Agreement. Currently, Volkswagen targets to reduce carbon emissions from its fleet of vehicles and attain a carbon-neutral balance across its entire operations by 2050 (Amit and Sott, 2020). Moreover, Volkswagen is implementing measures to enhance and promote sustainable practices within its supply chain, such as promoting responsible sourcing of raw materials. 

[bookmark: _heading=h.2et92p0]Question 4 Recommendations

Given the negative impact of the diesel scandal, Volkswagen should undergo a rapid cultural transition. For Volkswagen to achieve its new business strategy by 2025, it must break from its traditional, intense, and cutthroat culture (Jung and Sharon, 2019). As outlined in the 2025 strategy, the new culture emphasises values such as equality, trust, integrity, and open-mindedness. Thus, adapting to this new culture will ultimately be challenging and require a unique management style. It may be difficult for VW to move away from the traditional culture because of the company's strong labour movement, which controls the board. However, initiatives focusing on culture change, such as "Work-Out" & "Session C," must be carefully developed and executed across Volkswagen's Global operations. Besides, the company must prioritise ethics, integrity, and employee empowerment (Kabeyi, 2020). As mentioned earlier, Volkswagen is transitioning and is currently focused on becoming the best it can be; this can only be achieved by having a differentiation strategy and implementing a climate-friendly strategy. 

In addition, Volkswagen needs to improve its brand image and work to regain consumer trust. The 2015 diesel significantly affected Volkswagen's brand image, and many customers lost trust. While Volkswagen is working hard to develop and implement a culture change initiative, it is essential that they simultaneously work to improve the brand image and regain their customer's trust (Welch, 2019). Thus, Volkswagen should partner with independent organisations. One of them is the World Business Council for Sustainable Development (WCSBD). This forward-thinking organisation galvanises the global business community to establish a sustainable and reliable future for communities, businesses, and the environment (Jung and Sharon, 2019). Also, Volkswagen should consider partnering with the European Automobile Manufacturers' Association (ACEA). This organisation covers leading van, car, truck, and bus manufacturers and works with various government and non-government organisations to resolve global sustainability, mobility, and competitiveness challenges. If Volkswagen wishes to be a global leader in sustainable mobility, it must invest adequate money and other organisational resources where its interests are (Whittington, 2020). In addition, for Volkswagen to appease the general public and improve on its relationship regarding the negative publicity it has received over the past few years, then it should be willing to engage and conduct extensive advertising while leveraging celebrity brands to constantly appear in their ads unique to how KIA is using Lebron James. 

Finally, Volkswagen should improve its productivity and quality. Since the revelation of the diesel scandal, the company has witnessed high product recall rates, which signifies a severe quality issue (Hassan, 2019). Such quality challenges are positively associated with low productivity across the company's global operational network. As indicated previously, Toyota and Volkswagen produce approximately 10 million vehicles annually. While Volkswagen realises a -6% profit margin with its 600000 workers' input, Toyota, on the other hand, realises a 10% profit margin with 300000 workers' input. These statistics mean that better quality will increase sales, production efficiency, and general customer satisfaction (Whittington, 2020). 
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SWOT Analysis of Volkswagen Group
	STRENGTHS 
· Global solid presence: VW is a leading automobile manufacturer in significant markets worldwide. This allows it to diversify its revenue streams and achieve a broader customer base. 
	WEAKNESSES
· Dieselgate Scandal: The emissions cheating scandal in 2015 (Dieselgate) significantly damaged Volkswagen's reputation and resulted in hefty fines and legal costs.

	OPPORTUNITIES 
· Electric Vehicle Market Growth: there is a global demand and push for sustainable transport, which allows VW to expand its EV offerings and capture a significant share of the growing EV market. 
	THREATS 
· Intense Competition: VW operates in the automobile industry, which is highly competitive, with both new tech entrants and traditional automakers competing for the share of the market. 
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