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[bookmark: _5rmqler4ge7p][bookmark: _Toc109830900]1. Introduction
Volkswagen is based in Germany and operates in the UK. It holds a 9.66% new car market share in July 2019 as compared to the previous year. The company had sold about 56 small and heavy goods vehicles with approximate goods weighing between “3.5 and 6 metric tons by August 2019” (Statista, 2022a). However, in the case study, it has been observed that the company has faced some ethical and legal issues regarding installing “emissions cheating devices” in most of its vehicles where it had to pay more than “£193m to more than 90,000 drivers in England and Wales” (BBC, 2022). This essay is focused on the sustainability issues faced by the company and recommends the company maintain its sustainability on a long-term basis for revamping customer satisfaction.  
[bookmark: _q833d897ivx9][bookmark: _Toc109830901]2. Discussion
[bookmark: _5npa77lknsgc][bookmark: _Toc109830902]2.1 Key business strategies of VW over the past five years
The VW Golf was one of the most omnipresent VW Group models on British roads and in the fourth quarter of 2018 about one million units were registered in Great Britain. In 2018, the company generated about 235.85 billion euros as its sales revenue. However, with the “fallout of diesel emissions scandal,” the performance of this organisation has decreased and customer satisfaction has also been reduced. It has been observed that five years ago, the company has taken an “ACCELERATE strategy” which promised and was committed to allowing the operation of e-drive vehicles. The company, five years ago, claimed that they are on its way to “CO2-neutral mobility” for its customers (Volkswagen, 2022). However, in 2022, after the scandal, it was witnessed that this strategy failed to work and it caused huge legal damage to the company, leading to a decrease in customer value. The brand is also planning to invest around 18 billion euros in e-mobility, digitalisation, and hybridisation by 2026 (Volkswagen, 2022). In order to manage the investments, the company has also aimed to obtain a sustainable operating margin of a minimum of 6% by 2023 (Volkswagen, 2022). “Strategy 2018”, is another strategy that included an objective to become the “number one auto industry” and this strategy covered business commitment in terms of ecological and economical perspectives (Mačaitytė and Virbašiūtė, 2018).
The brand has taken a strategy for climate-friendly e-mobility like no other company, and to also “fascinating digital customer experiences”. “NEW AUTO” is another strategy taken by the company which was adopted in order to mitigate the challenges of climate change and the environment (Volkswagenag, 2021). This particular strategy is adopted in driving mobility and therefore, driving the transformation of the company into a software-centric company. 
[bookmark: _c2008ikbi3iy][bookmark: _Toc109830903]2.1.1 Applying frameworks to discuss why this strategy was pursued or changed
McKinsey 7s Framework

The strategy of the company can be understood by the Mckinsey 7s Model where it has been found that the main strategy of the company lies in the NEW AUTO, and ACCELERATE strategies, however, all these strategies failed due to the scandal. However, it can be implied that the company has always been focused on business sustainability which can be understood through the application of the concerned model and the strategic approaches that the company has taken. The company has two group structures where it has both the Automotive Division and the Financial Services Division (Volkswagenag, 2021). The financial services have gained important partners through various sales cooperation and equity investments with Bike Mobility services (Volkswagenag, 2021). The company has adopted exemplary leaders who are focused on the training and development of employees, thus, creating opportunities for them to flourish in the future. The company is entirely focused on integrity and unity and this can be interpreted from their together4integrity and collaborative approach (Volkswagenag, 2021). Hence, this framework is helpful in understanding the overall strategy of the organisation. [Refer to the appendix]
The “Triple Bottom line framework” which can be used in justifying the reason that the strategy was taken by the company. According to Sukoharsono (2019), the triple bottom line is a framework consisting of three approaches: social, environmental, and economic. Few organisations have adopted the TBL framework in order to investigate their performance in a wider perspective for creating effective business value. However, with this framework, it can be analysed that Volkswagen is concerned about the people and the planet, hence, has taken these strategies to lower the carbon emissions on the environment. In the triple bottom line theory, the “3ps include people, planet, and profit” (Sukoharsono, 2019). However, the company has grown concerned about the planet and how to protect the natural environment, the company has adopted the “ACCELERATE STRATEGY” to make e-driving possible causing low carbon emissions. 
Additionally, to care for and value the people or the customers, the company has brought this sustainable strategy to higher its performance and business value, hence, this strategy has been taken to gain customer satisfaction and value. This particular strategy was also taken in order to gain business profit as satisfying and valuing the customers would allow the business to grow and develop. Hence, such a strategy was taken to meet all 3ps in the triple bottom line framework. 



[bookmark: _72pfuw5zixpb][bookmark: _Toc109830904]2.2 Resources and capabilities of the case study company over the past five years and analyse to what extent the company has aligned its resources and capabilities to its current business strategies
	Resources
	Capabilities

	Tangible 
	1. Plant and equipment
2. Finance
3. Distribution network
4. Skilled employees
5. Global strategic location

	1. Manufacturing
2. Product development
3. Research and development
4. Sales and marketing
5. Purchasing
6. Engineering
7. Strategic management
8. Relationships with Governments 

	Intangible
	1. Brand portfolio
2. Advanced Technology
3. Synergy among various groups and brands
	


Table 1: Resources and capabilities of Volkswagen
(Source: self-created)
VRIO analysis
	Resources and factors
	Valuable 
	Rare
	Inimitable
	Organised
	Advantage

	Wide range of products portfolios
	Yes
	Yes
	Yes
	Yes
	Competitive advantage 

	The global presence and brand image
	Yes
	Yes
	No
	Yes
	Temporary Competitive advantage

	Supply chain
	Yes
	Yes
	No
	Yes
	Temporary Competitive advantage

	Strong diversification strategy
	Yes
	Yes
	Yes
	Yes
	Competitive advantage

	Organisational culture and HR
	Yes
	Yes
	No
	Yes
	Competitive advantage

	Advanced technology
	Yes
	Yes
	Yes
	Yes
	Competitive advantage

	Supply chain
	Yes
	Yes
	No
	Yes
	Temporary Competitive advantage

	Research and development

	Yes
	Yes
	No
	Yes
	Temporary Competitive advantage


Table 2: VRIO analysis of Volkswagen
(Source: self-created)
Analysis
From the above VRIO table, it has been seen that Volkswagen has four core competencies that assist the organization to remain resilient throughout these long periods. The first core competency of the company is a "wide range of portfolios”. Volkswagen boasts a total of twelve different brands including different well-known luxury brands such as Lamborghini, Porsche, and Bentley. No other automobile manufacturer has so many various brands (Magadia et al. 2019). This wide variety of product portfolios enables the company to reach out to a more significant number of customers around the world. Volkswagen has a strong “Strong diversification strategy” through which it generates revenue from different marketplaces around the world. The automaker further diversified its sources of revenue by utilizing commercial vehicles, electric vehicles, and financial services but the recent 'Dieselgate' settlement issue of the company takes a toll on its revenue of Volkswagen (BBC, 2022). Another strategic core competency of the company is the adoption of advanced technology such as TSI Evo2 technology for last-generation cars to reduce fuel consumption, MQB matrix technology and more (Volkswagen-newsroom, 2022b). Volkswagen has taken the strategic initiative of Strategy 2025, where it takes different initiatives for sustainable manufacturing (Volkswagen, 2022b). But the company has failed to implement this strategy as it cheated the carbon emission by implementing the cheating emission device in its various car brands (BBC, 2022). “Organizational culture and HR” also provide core competencies to the company. The company has been working on its organizational culture by transferring its culture and human resources management by empowering its employees. In 2016, Volkswagen started a program called “Excellent Employer” to fulfil its strategic goals of sustainable growth (Sergio and Rylova, 2018).   
Value-Chain Analysis [Refer to Appendix 2]
Primary Activities 
[bookmark: _Toc109830905]Inbound logistics - Volkswagen has managed a global and large supply network by focusing on fast-tracking and quality production. The company focused on sustainability and trained its suppliers to adopt sustainability (Hąbek and Lavios, 2021).
[bookmark: _Toc109830906]Operation - Globally Volkswagen has around 120 production units. In Europe, it has 71 production units and in German, Volkswagen has 28 production sites. In the Asia Pacific region, the company has five production units and five in North America (Volkswagen, 2022c).   
[bookmark: _Toc109830907]Outbound logistics - From the manufacturing locations, the produced cars are shipped to the dealer network of Volkswagen around the world for sales. 
Sales and marketing - Volkswagen has created new sales and marketing strategies to attract customers. The company used “Double marketing” to position its brands (Dlamini and Artemenko, 2021). Double marketing is running various marketing campaigns in different regions to carry out different messages. 
Service - Pre-sale and post-sale service offered by the company plays an important role in customer loyalty Developing. After-sales activities support more than 100 million automobiles around the world (Volkswagenag, 2019).   
Supportive activities 
HR management- The recruitment process of Volkswagen is based on experience and knowledge. The company utilized the strengths and motivation of the working employees in a way that they can develop to their full potential. The company creates top-class teams that are characterized by expertise, dedication, and fitness (Volkswagencareers, 2022). The company integrated an “Excellent employer” program with four subsections such as “First class HR organization”, “skilled and dedicated employees”, “Sustainable labour organization”, and “outstanding corporate and leadership culture”,  
R&D - In 2021, the spending on Research and development by Volkswagen was 15.6 billion Euros.  The research activities of Volkswagen mainly aligned with the current automobile portfolio, new technology and digitization (Statista, 2022b). 
Procurement - The procurement of Volkswagen is mainly based on raw materials, equipment, machinery, and other elements required for manufacturing finished products.  “Procurement Strategy 2025” of Volkswagen has six target dimensions such as “Active cost structure”, “Access to suppliers innovations”, “forward-looking structures”, Group-wise synergies”, “excellence in the supply chain”, and “expertise, people, and attractiveness” (Volkswagenag, 2016). The key activities of procurement are to meet the company’s needs and ensure the competitive advantage of its products.     

[bookmark: _83appa5a7onb][bookmark: _Toc109830908]2.3 Ways VW has tried to become more competitive while taking into consideration sustainability and the environment
Volkswagen has tried to maintain its competitive environment by bringing strategies that have helped the brand shape its business and operations in an effective manner. From the annual report of the company, it can be observed that it has tried to take and maintain several business strategies in order to maintain its competitive advantage. The first competitive advantage can be found in its skilled and efficient employees. In order to achieve sustainable business and competitiveness, the company has boosted employee motivation and satisfaction by giving equal opportunities to both men and women and leveraging a “modern working environment” (Volkswagenag, 2021). The company has also adopted an “exemplary leadership” which has allowed it to retain talents and workforce by attracting and recognising internal employees.  
As stated by Bai (2021), the strategic key performance indicator in Volkswagen Group is “competitive profitability”. As discussed in the company’s 2019 annual report, the company believes that the investors judge the resources and capabilities of the company by assessing the company’s ability to meet the debts and liabilities within time despite financial issues. 
[image: ]
Figure 1: Strategic KPIs: Competitive Profitability of Volkswagen Group
(Source: Bai, 2021)
The company’s strategy can be understood by its investment in its short-term and long-term goals based on Research and Development and sustainability. According to Bai (2021), Volkswagen has aimed at continuously developing its product which means it has chosen the product development in the Ansoff Matrix/framework which also implies that even if it expands to an international country, its primary focus would be on product development to derive customer satisfaction and meeting their ever-changing demands and preferences (Bai, 2021). Hence, it can be analysed that the company has tried to maintain its competitiveness, regarding sustainability and the environment, the company has always focused on making affordable and individual mobility possible for people (Volkswagenag, 2022a). However, it has been observed that under the recent vision of “NEW AUTO- Mobility for Generations to Come”, the company has aimed to meet the global challenges and promote sustainability for future generations (Volkswagenag, 2022a). Thus, it can be understood that the company has been trying to retain its competitive edge through different strategies and actions. 
In order to maintain sustainability, the supply, and logistics of the company can also be brought forward to understand its use of “renewable raw materials”. The primary objective regarding the environment and sustainability of the company is to preserve natural resources for future generations, therefore, the company solely emphasises the use of sustainable resources such as using renewable raw materials in order to diminish CO2 emissions over the whole life cycle of the vehicles, and the materials that are used are “hemp, cotton, kenaf, cellulose, and flax” (Volkswagen, 2022b).  Another competitive advantage of the company can be understood by the company’s “aluminum cycle management” where aluminum is used as an essential staple when it comes to “lightweight design” (Volkswagen, 2022b). However, it is more energy-intensive than steel and to mitigate this issue, Audi, one of the subsidiaries, has tested an innovative recycling concept to conserve resources (Volkswagen, 2022b). Hence, this is another step taken by the company to maintain sustainability. 
The company has also maintained its sustainability with its battery life cycle in order to achieve its goal of transforming into a “world-leading” “sustainable mobilityprovider” (Volkswagenag, 2021). This goal includes the management of the battery along with the production of cells and recycling them in the future. Therefore, all the above-discussed aspects can be analysed to be the ways that the company has been able to maintain its competitive advantages in the context of sustainability and the environment. 
[bookmark: _u2bmeainj3bd][bookmark: _svboatqt7go3][bookmark: _2cqo6h9kfji][bookmark: _f6e3pagrarrv][bookmark: _d6redd26r0ze]
[bookmark: _j8tjjw28toiv][bookmark: _Toc109830909]2.4 Make recommendations on how further sustainability practices can help the organisation to develop competitive advantages in the future
The main issue of the Volkswagen Group company lies in the fact that it failed to retain its sustainability and reduce carbon emissions in the environment despite taking and adopting several sustainable strategies over the past five years. However, the “strategy 2018” was not achieved due to the “Diesel gate scandal” and the primary effect had fallen on the customers, who started devaluing the business and the brand. Hence, regaining and revamping the brand’s position and reputation was the first and foremost aspect that the company needs to pay attention to. 
Need to invest more in Research and Development 
Secondly, it needs to focus on compensating for the business loss that might make it difficult for the company to operate smoothly, leading to a delay in meeting the liabilities and obligations of the investors. According to Bai (2021), Volkswagen was adversely impacted by the scandal which affected its resources and capabilities. Hence, Bai (2021), suggested the company to further enhance its resources through continuous investments in Research and Development. This can help the company to develop products in order to meet the demands and preferences of the customers. Doing this would at least help in restoring the lost faith and value of customers towards the company. However, this can be obtained by continuous research in order to understand the choices and preferences of the customers and the ways they can be met. 
Focusing on restoring financial stability 
Considering the company’s huge financial losses, Bai (2021), has recommended that the company can also develop effective approaches to penetrate international markets in order to extend its market share. However, this can be done by carrying out basic research regarding the external environmental factors that might affect the international markets. 
Need to install DAC
It can also be recommended that the company genuinely needs to install a real emission device in order to reduce its carbon emissions of the company. For example, “direct air capture Plant or DAC”, carbon emissions or any emissions can be removed, at any moment and it is considered the most powerful tool (BBC, 2021). Elon Musk has recently pledged to invest “$100m (£72m)” in order to “develop carbon capture technologies”. 
[bookmark: _4r0tjda48vjf][bookmark: _srbb1y748exh][bookmark: _ykq7z5eoibbt][bookmark: _6k32gl8educf]For example, companies such as “Microsoft, United Airlines, and ExxonMobil” have also pledged to make billion-dollar investments in this particular field (BBC, 2021). Hence, it can be recommended that the Volkswagen Company can also install this device in order to lower the emissions at any possible time. It can also be recommended to the company to enhance its brand image by attempting several CSR strategies and mostly sustainable strategies to value the people and the environment.  
[bookmark: _71z3h5hpuuxr][bookmark: _Toc109830910]3. Conclusion
Conclusively it can be stated by shedding light on the sustainability issues faced by Volkswagen, the organisation is somehow struggling to align with the sustainability strategies that it has been adopted which can effectively be resolved by installing DAC, ensuring financial stability, and other significant approaches. Thus, to ensure efficient generation of value through resources and capabilities, Volkswagen is required to bring the identified improvements within its value chain.  
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[bookmark: _Toc109830912]Appendix 1: McKinsey 7s Framework
	Strategy 
	NEW AUTO, Strategy 2018, ACCELERATE, and cell and battery strategy (Volkswagenag, 2021)

	Structure
	Group structure, has two divisions: the Automotive Division and the Financial Services Division (Volkswagenag, 2021)

	System
	Hierarchical system, together4 integrity (Volkswagenag, 2021)  

	Shared values
	Genuine, open-minded, united, equal, and straightforward

	Style
	Exemplary leadership style

	Staff
	Sustainable, skilled, and trained workforce 

	Skills 
	The company provides “two structured entry and development programs” for young graduates.


Table 1: McKinsey 7s Framework
(Source: Self-developed)
[bookmark: _Toc109830913]Appendix 2: Value-Chain Analysis
	Infrastructure
	

	HR management 
	Recruitment process of Volkswagen is based on experience and knowledge  
	It provides training to its employees 
	Performance management 
	Rewarding 
	Employee management activities

	R&D
	Automation software
	Data analytics
	Technology supported customer service
	Research on Product design
	Technological integration in manufacturing, distribution and marketing 

	Procurement
	Machinery 
	equipment
	Raw material
	Suppliers 
	Other elements required for manufacturing finished product

	Primary activities 
	Inbound logistics
	Operations 
	Outbound logistics
	Sales and Marketing 
	Service

	
	· Management of global and large supply chain
· Sustainability 
· Training to its suppliers to adopt sustainability 

	· machining, assembling, packing, and testing 
· Production and service operations
	· Product delivery to the dealer network
	· Advertising 
· Channel selection
· Pricing
· Promotional activities
· Sales force
· Building relationships with channel members
	· Pre-sale and post-sale
· Developing customer loyalty



[bookmark: _Toc109830914]Table 3: Value-Chain Analysis 
(Source: Self-developed)
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