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Analysing Volkswagen business strategies, resources, and capabilities in alignment to become more competitive while considering sustainability and the environment.








Introduction
Volkswagen, one of the most competitive players in the automotive industry at global level (Carlier, 2022), faced during the time many challenges and opportunities in the environment where is operating. This analysis will display Volkswagen competitive landscape examining the company’s opportunities, strengths, weaknesses, strategies, resources, capabilities, and ways how Volkswagen tried to become more competitive while giving consideration for environment and sustainability. The analysis will explore Volkswagen key strategic initiatives, innovation, and position on market, as well as the impact of external factors like technological advancements, changes in consumer preferences, environmental regulations for the organisation strategies.
Furthermore, we will examine the impact of ‘’dieselgate’’ scandal which started after the installation of emissions cheating devices on its vehicles, how Volkswagen responded, the measures took by the company to regain trust, the effect of this efforts on its competitive position, how competitors responded to the scandal and how the competitive dynamics was influenced within the industry. 

1.0. [bookmark: _Hlk143777386]Volkswagen business strategies over the past five years
Electrification and Electric mobility
 ‘’NEW AUTO’’- the new group strategy adopted by the Group Board of Management, continues the strategies initiated by predecessor strategies ‘’TOGHETHER 2025 and Together 2025+’’ focusing on the world of mobility in 2030. These strategies meant the biggest changes process in the history of this company with the purpose of making ‘’the Group’’ more efficient, innovative, customer oriented, providing the main pillars in archiving the company vision of being world leading provider of sustainable mobility. (Volkswagen, 2022)
Evidence
· Entire chain of fully electric models from the ID family followed by electric SUV’s and VAN’s.
· Volkswagen increased all electric deliveries of vehicles with around 50% in 2023.  (Volkswagen , 2023)
· Zwickau site (based in Zwickau Germany and covering 1,800,000 m2) was transformed into an electric vehicle production plant producing Volkswagen ID.301, ID.402, ID.503, Audi Q4 e-tron04 and Sportback e-tron05, and Seat Cupra Born06; bodies: Bentley and Lamborghini.  (Volkswagen, 2023)
The context of these efforts is the aligning with the industry trends, stricter emissions regulations, the advancements of technology and customer preferences.
Digitalisation and connected cars.
Volkswagen recognised the rapidly changes brought by the advances in technology as expectations for electric vehicle market are to grow in the next years which means that the expanding of vehicle charging structure and cost-efficient battery systems will be crucial to succeed. 
Evidence: 
Some of the features introduced by Volkswagen: ‘’VW Digital Cockpit’’(an advanced and interactive display) and ‘’We Connect’’ (offering digital services) providing customers with advanced connectivity options. 
The context of moving towards digitalisation and connected cars are rapidly advancements of the technology, with the rise of Internet of Things (IoT), artificial intelligence and improved mobile connectivity.
1.1. [bookmark: _Hlk143777591]China Expansion and Partnership
 It is anticipated that the Chinese economy will continue to grow and gain influence. Geopolitical environment increasing the challenges for the industry. In equal measure China represent a major strategic significance for Volkswagen Group as key measures comprehend the partnership with Chinese companies and the expansion of the market share in the electric vehicles.
Evidence: 
The investment in JAC Motors and Guoxuan Battery Maker in 2020. After investing 1 billion euros, Volkswagen become a controlling partner increasing its share at JAC Motors with 75% and 27% from Guoxuan shares investing 1.1 billion euros.  (Ruffo, 2020)
1.2. [bookmark: _Hlk143777639]Sustainable growth and Environment initiatives
Volkswagen expand its sustainability by taking initiatives in reducing the environment impact of manufacturing processes, increasing the material reused and recycling in manufacturing processes, investing in R&D to create green technologies and sustainable mobility solutions beyond those based on combustion engines, and focus on diversity and inclusion as part of the sustainable strategy.
To archive these initiatives, Volkswagen expanded the investments in electric mobility promoting sustainable transportation, reducing carbon print, and investing in renewable energy.
Evidence: 
Volkswagen adhered to national and international legal norms and limits, (e.g., Paris Climate Agreement 2015) made effort to improve the transparency and communication with the public and regulators and improved the emission testing practices ensuring compliance with regulations. Volkswagen vehicles are standard equipped with a SCR catalytic converter for diesel and new TSI and TSFI particulate filter for gasoline engines. (Volkswagen, 2021)

2.0. [bookmark: _Hlk143777721]The extent of Volkswagen resources and capabilities with its business current strategies and challenges
2.1. Key resources 
Global Production Network
According to volkswagen-newsroom.com the production network comprises 118 locations worldwide including 70 plants that manufacture cars. Components such as engines, transmission, batteries are manufactured by Volkswagen Group Technology, a unit under umbrella of Volkswagen AG.
· Manufacturing facilities
Strategically located in different regions to enhance production efficiency and feed the regional markets. Here are a few examples: Wolfsburg Plant (Germany) -largest production facility and serves as company headquarter; Emden Plant ( Germany); Zwickau Plant (Germany) -it’s been transformed into electric vehicle production; Chattanooga Plant (USA); Audi Brussels Plant (Belgium); SEAT Martorell Plant ( Spain); Skoda Auto Plant Mlada Boleslaw (Check Republic); FAW-Volkswagen and SAIC Volkswagen Plants (China); Volkswagen Pune Plant (India). (Volkswagen, 2022)
· Brand reputation
Volkswagen has a rich history dating from 1937 when Volkswagen Group was founded. In 2015 became the world’s largest manufacturer surpassing Toyota Motor Corporation. 
However shortly after ‘’dieselgate’’ scandal (September 2015) Volkswagen faced a public relation crisis which triggered a decrease in sales.  (Britannica, The Editors of Encyclopaedia, 2023)
· Intellectual property
Volkswagen holds numerous patents which cover advancements in areas such as engine technology, safety features, vehicle connectivity, autonomous driving capabilities, and copyrights covering original works authorship such as design, technical documentation, trade secrets, etc., which plays a vital role in protecting the innovations, design, and brand identity.
However, there is a potential of revenue loss if competitors infringe these patents related to technology design, and manufacturing processes.  Unauthorized access of sensitive information can lead to theft of valuable trade secrets or technology.
· Financial Resources
The global presence and the diverse portfolio of products is generating substantial revenue for the company. In the first quarter of 2023, Volkswagen AG reported a revenue of $81.791 billion, marking a notable increase of 16.17% compared to the same period in the previous year. (Macrotrends, 2023) However, to sustain competitiveness and innovation, automotive firms must make substantial investments in research and development. If Volkswagen Group doesn't adequately allocate funds to R&D, it could face challenges in staying ahead of technological progress.

· Vehicle charging chain.
Refers to electric charging infrastructure and meet the growing demand for electric cars. Volkswagen is collaborating with different partners to develop the charging infrastructure expanding and placing the charging stations strategical in highways, urban areas, and convenient locations for EV owners. Also, offers its own charging service called ‘’We Charge’’. (Volkswagen, 2023)
Disadvantages:  In some regions especially rural areas the charging points places may be limited, there are different charging standards and connectors and the time necessary for charging is still longer than refuelling.
2.2. [bookmark: _Hlk143777861]Key capabilities
· Human Capital
Volkswagen employ diverse workforce with individuals coming from diverse cultures, backgrounds and areas, experts in manufacturing, professionals, engineers skilled workers and marketing experts.
However, some difficulties may be faced retaining skilled employees especially in fields like engineering, software development, etc. 
Rapid technological advancements in the automotive industry mean that employees need to update their skills and Volkswagen need to invest in upskilling programs otherwise there will be a growing skills gap leading to unprepared workforce for emerging challenges. 

· Engineering and R&D
Although the focus remains on advancing futuristic mobility solutions, the reduction of CO2 fleet emissions, reduction the fuel consumption, reduction the number of combustion engines.
Volkswagen's R&D prioritizes innovation, sustainability, and connectivity. The NEW AUTO strategy promotes collaboration for greener solutions. Meeting CO2 targets, advancing electrification, and embracing lifecycle sustainability are top goals for an eco-friendlier automotive future. (Volkswagen, 2021)
However, these are made with high costs, technological risks, competitive pressure and depend on consumer acceptance.

· Market Positioning and Branding
Is a crucial capability for the Volkswagen Group and refers to the ability to position its brands strategically within the market, appeal to the targeted customers, and create a strong image that resonate with consumers.(Soh, Song et al. 2016)
While Volkswagen archived significant success, there are a few challenges related to market positioning and branding. Example: ‘’Dieselgate’’ scandal 2015 (BBC , 2022), when VW admitted to installing software in diesel vehicles to cheat emissions tests; Inconsistent quality perception (some brands historically have been associated with high quality in time that others have been more affordable. This inconsistency can impact how the overall brand is perceived.
· Vehicle Platform Development
Refers to the company’s approach of creating standardised set of components and design principles that serve as foundation for multiple vehicle models.
Volkswagen's future I.D. lineup employs the Modular Electric Drive Matrix (MEB) for a range of all-electric models across various classes. With over 500 km of range, MEB's architecture promises to reshape electric and general vehicles. (Volkswagen, 2023) 
Advantages: Efficiency and cost savings, flexibility, shorter development time, economies of scale.
Disadvantages: Complexity, limited adaptation, risk of recalls, lack of uniqueness, design limitations, innovation constraints, low adaptability to trends, low flexibility in manufacturing.
· Connected Car Technology
Volkswagen is embracing connected car technology, enabling vehicles to communicate with each other for safety and efficiency. Car2X communication shares data among cars and infrastructure, enhancing road safety and anticipatory driving. Over-the-Air updates keep Volkswagen's ID. electric vehicles up to date with new features and improvements. (Volkswagen, 2023)
Although is enhancing safety (cars can communicate each other sharing information about road condition, accidents), improving comfort, bringing environmental benefits (efficient traffic management contribute to reduced emissions and energy saving).
However, there are a few challenges coming with connected car technology as follows: privacy concerns, reliability ( connectivity is based on stable networks with good coverage), dependency on technology, compatibility issues due to the newer connected services as technology evolves, customer perception (customers may perceive vehicle based on shared platforms as lack of individuality), market shifts ( if market demand shift suddenly, will be difficult to reach the new demand relying on a single platform).
3.0. [bookmark: _Hlk143777958]How Volkswagen tried to become more competitive while taking into consideration sustainability and the environment?
Volkswagen has taken important steps to make itself more competitive, while also caring about the environment and sustainability. These efforts demonstrate the company's commitment to aligning business operations with environmental responsibility.
3.1. [bookmark: _Hlk143778040]Electrification and dedicated electric platform.
Is evident trough VW commitment to electric mobility, dedicated electric vehicles platforms and introduction of various electric models. The upcoming I.D. family models are being developed on the advanced Modular Electric Drive Matrix (MEB) platform. The MEB's electric-centric architecture brings about significant changes in design, interior, packaging, and powertrain characteristics, reflecting Volkswagen's commitment to electric mobility.
Evidence: The company announced plans to produce and market electric vehicles globally, including North America, Europe, and China. By 2030, we aim to achieve a 70% share of all-electric car sales in Europe, surpassing EU regulations. In the U.S. and China, our target is a 50% share of e-cars by 2030. We're accelerating production across segments to establish Volkswagen as a climate-neutral e-mobility leader worldwide. (Volkswagen Newsroom, 2023)
 The ID.3, ID.4, ID.5, and other upcoming electric models are built on the MEB platform, showcasing Volkswagen's dedicated approach to electric vehicle development. (Volkswagen, 2023)
However, disadvantages brought by this strategy: high initial costs, limited infrastructure, battery degradation, dependency on electricity, consumer acceptance, the response is innovation, infrastructure development, consumer education, etc.
3.2. [bookmark: _Hlk143778133]Emission Targets and Regulations
Volkswagen's commitment to meeting stringent emissions regulations is driving its electrification strategy. The company aims to reduce its overall fleet emissions by introducing more electric vehicles.
[bookmark: _Hlk143769068]Evidence: Volkswagen Group committed to Paris Climate Agreement to reduce CO2 emissions in car production. Targets for 2030 emission cuts in production and energy supply were raised to 50% from 30% compared to 2018 levels. The Science Based Targets initiative confirmed alignment with the 1.5°C global warming limit.(Soren Amelang 2022)
Despite of cheating tendencies related to carbon dioxide emission levels in 2015, VW is currently moving in the right direction, and there is an expectation that under CEO Oliver Blume's leadership, the company will expedite its efforts for change. This is crucial, particularly as the world witnesses the growing, devastating effects of climate change on people and ecosystems worldwide. In a race to curb greenhouse gas emissions rapidly and mitigate severe climate impacts, initiatives like New Auto put VW in a position to set an example. (Oge 2022)
Recycling and Sustainable Materials
Circular economy: The limited supply of natural resources and the environmental impact of extracting raw materials highlights the importance of decoupling economic growth from resource use and promoting a circular economy.
The use of Recyclable Materials
Maximizing the use of recycled materials is a top priority. For instance, in the ID. family, sustainable materials are used for ceiling headliners, fabrics, carpets, seats, door trim, and decorative inlays. The seat textiles, sourced partially from up to 100% recycled PET, were once PET bottles. In the Golf 8, 28% of textiles and 6% of thermoplastics come from recycled sources.  (Volkswagen AG, 2022)
Potential disadvantages related to recycling strategy may incur higher costs which have to be balanced with affordability for consumers. Some components may be difficult to recycle due to technical constraints. Recycled materials may not always offer the same level of quality and durability.
The use of Sustainable materials
Like other manufacturers, Volkswagen is increasingly focusing in using the sustainable materials in its manufacturing processes. 
Natural leather alternatives (synthetic leather or plant-based materials are the alternatives for traditional animal leather), sustainable coatings (using eco-friendly paint and coating materials with environmental reduce impact, eco-friendly packaging (the use of sustainable packaging materials, such as recycle cardboard and reusable containers for transporting components.
Evidence: Volkswagen has already integrated a range of innovative materials into the interior of the ID. Buzz, and these advancements will be progressively rolled out to other models within the ID. Lineup. (Volkswagen , 2023)
Using sustainable materials can increased the costs, while the performance and durability may decrease. They may need to meet specific regulations and standards related to safety, emissions and performance which can be a complicated process. To mitigate these disadvantages, Volkswagen need to carefully assess the benefits and challenges of using them and collaborate with suppliers and partners to ensure a smooth transition to more sustainable transaction practices.
4.0. Recommendations:
Incorporating sustainability practices can provide Volkswagen with a significant competitive advantage in the future. 
It is recommended to continue the research and implement innovative sustainable materials for both interior and exterior use. Investing in materials that offer improved performance, durability, and reduced environmental impact can set Volkswagen apart from competitors.
Invest in cleaner and more energy-efficient manufacturing processes. Utilize renewable energy sources in production facilities to reduce carbon emissions and operational costs.
Implement digital technologies, such as data analytics and AI, to optimize manufacturing processes, reduce energy consumption, and minimize waste.
Involve employees in sustainability initiatives and encourage their input on reducing environmental impacts.
Anticipate and proactively address evolving regulations related to emissions, recycling, and sustainability. By staying ahead of regulatory changes, Volkswagen can avoid disruptions and maintain a competitive advantage.
Develop a long-term vision for sustainable mobility that aligns with global trends and customer preferences.
Maintain transparent communication with customers about the sustainable practices implemented in vehicle production. This can build trust and attract environmentally conscious consumers.
5.0. Conclusion

In conclusion, Volkswagen's business strategies focus on innovation and adaptability. With a diverse brand portfolio and shared resources, the company gains cost efficiencies and flexibility. Sustainability is a core commitment, seen through eco-friendly materials and a push for electric vehicles. Embracing digital technology enhances competitiveness while aligning with changing consumer preferences. Volkswagen has been seeking ways to rebuild its reputation and develop a competitive advantage by prioritizing sustainability and ethical practices after ‘’dieselgate’’ scandal by maintaining a strong commitment to transparency and ethical practices throughout the organization, By prioritizing electric mobility, innovative materials, circular economy practices, and ethical transparency, the company can rebuild trust, meet evolving consumer demands, and position itself as a frontrunner in a more environmentally conscious automotive landscape.
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Appendix 1.
VOLKSWAGEN UK SWOT ANALYSIS
Strengths:
· Brand Recognition: Established and diverse product portfolio with a strong reputation in the UK.
· Innovative Technology: Investment in electric and connected car tech aligns with UK's sustainability focus.
· Global Resources: Access to advanced R&D and manufacturing capabilities.
Weaknesses:
· Reputation Impact: "Dieselgate" scandal aftermath affects trust and loyalty.
· Transition Challenges: Dependence on traditional engines may hinder swift shift to UK's EV market.
· Competitive Market: Intense competition in the UK automotive sector.
Opportunities:
· EV Demand: UK's emission reduction goals create opportunity for Volkswagen's electric vehicles.
· Sustainability Focus: UK's focus on eco-friendliness supports Volkswagen's sustainability efforts.
· Connected Car Technologies: The demand for technology represents an opportunity for Volkswagen to introduce and market advanced connected car features.
· Threats:
· Brexit: Trade changes can disrupt supply chain and market access.
· Competition: Rivalry from established and new EV manufacturers challenges market share.
· Regulatory Changes: Evolving regulations may impact manufacturing and require adaptation.

Appendix 2 
VOLKSWAGEN GLOBAL PESTEL ANALYSIS:
Political:
· Emission Regulations: Stricter global emission standards impact vehicle design and manufacturing processes.
· Trade Policies: Changing trade agreements and tariffs affect Volkswagen's supply chain and market access.
· Government Incentives: Incentives for electric vehicles influence demand for Volkswagen's EV lineup.
Economic:
· Economic Conditions: Global economic factors affect sales and profitability in different markets.
· Exchange Rates: Currency fluctuations impact production costs and international pricing.
Social:
· Environmental Awareness: Growing environmental consciousness drives demand for electric and eco-friendly vehicles.
· Urbanization: Urbanization trends influence demand for compact and efficient vehicles.
Technological:
· Electric Mobility: Advancements in electric vehicle technology impact Volkswagen's competitiveness.
· Connected Cars: Innovations in connectivity and autonomy influence product offerings.
Environmental:
· Emission Regulations: Stricter emissions standards drive investments in cleaner technologies.
· Climate Change Initiatives: Global climate efforts align with Volkswagen's sustainability goals.
Legal:
· Emission Standards: Adherence to international emission regulations shapes product development.
· Consumer Protection Laws: Laws regarding safety, warranties, and recalls influence business interactions.
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