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One of Volkswagen's main goals for future expansion and growth is sustainability. The corporation has established definite, quantifiable objectives for decarbonisation, ethical management of the whole supply chain, e-mobility, and digitalisation. The business faces numerous dangers to its financial stability and has incurred expenses as a result of its environmental efforts (Fischer and Riechers, 2019). It yet remains one of the major philanthropists in the world and strives to expand its market share in the next years. This report is going to evaluate the key business strategies selected by the organisation over the last five years along with its resources and capabilities. It will also highlight VWs' competitiveness in the market and provide recommendations to help the organisation achieve future development in the competitive market.
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Volkswagen launched a transformation programme 5 years ago to transform the brand and the strategy it selected to run the transformation process is called ‘TRANSFORM 2025+’. Since the organisation faced the ‘dieselgate’ scandal in 2015. Following the resolution of a High Court lawsuit concerning the use of emissions-cheating devices in its vehicles, the organisation had to pay £193 million to at least 90,000 drivers in the UK region (Schiermeier, 2015). The German automaker issued a second apology to customers and declared that it was working to regain their trust due to the scandal in 2015.  VW was sued in many countries and it has already distributed more than €30 billion (£26 billion) to cover penalties, restitution, court agreements, and buyback plans. Due to the deployment of "defeat devices," Volkswagen's vehicles were certified as meeting EU pollution limits even though they were generating up to 40 times the maximum quantity of nitrogen dioxide allowed by law. Now, the organisation has completely realigned itself to improve its brand image and it has committed to ensuring carbon-neutral mobility for all by manufacturing e-drive vehicles.
It has taken a strategy called ‘ACCELERATE’ to initiate the second phase of this transformation. But the organisation has faced some challenges since it started to execute this strategy. Environmental pollution, global warming, changing business market criteria and competition in the automobile industry are the bigger challenges faced by VW over the last 5 years. The organisation has been working on becoming the most popular sustainable automobile brand with its ‘ACCELERATE’ strategy and by the end of 2030, it is planning to improve its sale of electric vehicles by up to 70% in its European target market (Volkswagen, 2022). Since it lost a large target audience in the US after the ‘dieselgate’ scandal, it wants to increase its sale up to 50% in the US at the end of 2030. According to this strategy. VW will launch at least one EV at an affordable cost so that it can catch maximum customer attention in the US, China and Europe. The organisation has done an investment of €16 billion to ensure maximum productivity with the ‘ACCELERATE’ strategy. In this manner, VW is trying to regain its brand image by leading the automobile market as the top climate-neutral e-mobility.
The main factor that the management of VW has identified to successfully implement this strategy is digitalising its workplace and introducing new technologies for enhanced production. For the last five years, VW has purchased electronic devices, software-controlled products, IT technologies, etc (Foucrier and Wiek, 2019). The organisation is driving the necessary change by improving its software and it has improved its digital customer experiences through virtual activities maintained by the IT experts hired by the organisation. It has improved its profitability by using data-centric customer care services and trying to spread autonomous driving within 2030. Now, it is trying to launch an EV named ‘Trinity’ for its target audience in 2026. The EV is set to revolutionise three major areas of the automobile industry which are incorporating futuristic technologies, adopting business model 2.0 and mobilising new approaches to run its overall production (Volkswagen, 2022). It has made a huge investment of €8 billion to hybridise and digitalise its production by 2026. The strategy will allow VW to achieve a sustainable profit margin of 6% compared to its existing business rivals in the market (Statista, 2022). With 'Trinity', VW has the plan to achieve level 2 automated driving and with further R&D facilities, the organisation is aiming to reach level 4 at the end of 2030. EVs will eventually communicate continually via this neural network, exchanging information on traffic, barriers, and mishaps, for example. With thousands of automobiles, VW is building an auto mechanism that will be useful to customers.
In its first year of implementing the 'ACCELERATE' strategy, VW has made excellent strides toward becoming a renowned EV brand in the market. In 2021, significant accomplishments were made in the fields of tech-driven automobiles, automation and innovative corporate models. Although the organisation had fewer sales volumes in the previous financial year, the organisation was able to keep effective in a challenging commercial atmosphere by improving total sales, turnover and profitability.
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Over the last five years, VW tried to purchase top-quality resources and enhanced its capabilities to provide the best possible product and services to its target audiences. It has managed reliable sources of investment and an international supply chain to ensure quality production (Fischer and Riechers, 2019). Both tangible and intangible resources are required by the organisation. Its tangible resources are its plant, infrastructure, R&D facilities and materials for running necessary operational activities. The global production network of VW is spread around 120 locations with 71 of them just in Europe. It has 28 production sites in Germany, making it an important production site for the organisation (Augenstein, 2015). It produces most of its necessary resources for itself and the rest is purchased from suppliers who have a quality product and sell the product to VW at an affordable price. The cars produced at the manufacturing sites are shipped to the consumers for running their sales activity. VW also gives focuses on buying new technologies to make its product more innovative. It has spent around €13.3 billion since 2017 to purchase quality resources and enhance its R&D facilities for improved capability (Kim and Kim, 2018). This is allowing the organisation to satisfy the customers with better quality products compared to the product supplied by its existing business rivals in the market.
As a company that values its bottom line, Volkswagen favours partnering with ethical suppliers. Over the last five years, Volkswagen has created sustainable supply chains with an emphasis on decarbonization and ethical resource sourcing. The business analyses supply chain risks and educate partners about environmental issues. Volkswagen evaluates protocol violations and rates the reliability of various partners. The business also makes sure that its suppliers respect the rights of their workers. VW invests €25 million annually in decarbonization initiatives and has a fund for projects decreasing greenhouse gas emissions across all of its brands. The business pays €20 in abatement expenses for each metric ton of CO2 (Volkswagen, 2022). In 2020, the company's costs for environmental protection totalled €229 million . To boost industrial efficiency, the firm intends to invest €73 billion in digitization and e-mobility over the next five years. The business invests to grow profitably, and by 2025 it hopes to have a 14% return on investment and a 30% payout ratio (Statista, 2022). However, due to the company's poor return on investment in 2015, Volkswagen's operations were not cost-effective. Volkswagen is dedicated to lowering carbon emissions and collaborates with suppliers to lessen environmental damage. For instance, the company produces HV battery cells and aluminium components using renewable energy.
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For the last five years, VW is trying to achieve a sustainable position in the global automobile industry with its product and services. Its market competitiveness over the last five years can be analysed using Porter’s Five Forces Analysis.
Bargaining Power of the Suppliers: The bargaining power of VW’s suppliers have been relatively low for the last five years due to its good relationship with suppliers from various local and international business market. VW has a code of conduct that the suppliers must follow and the organisation provides training to the suppliers so that they can very well understand these regulations and company cultures. VW has trained 29,000 suppliers for the last five years and it has allowed the organisation to establish effective communication with them (Volkswagen, 2022). The organisation has a global supply chain with a strong distribution system. To successfully implement the ‘ACCELERATE’ project, VW has been purchasing sustainable resources from suppliers, especially from the ones in China. Due to its effective relationship with the suppliers, it becomes easier for the organisation to collect raw materials at an affordable cost from reliable suppliers. With low bargaining power, the suppliers are providing full support to VW to achieve its business objectives within 2030.
Bargaining Power of the Customers: The bargaining power of the customers has increased in the 21st century due to the changing market trends and growing consumer needs. Due to digitalisation and the availability of the internet, customers are well informed about the product and services of the organisation they are loyal to. VW is spending a large amount of money to improve its product and service quality, R&D facilities and digital marketing activities to satisfy the demands of its target audiences. The bargaining power of VW’s customers is relatively high since the organisation faced the ‘dieselgate scandal’ in 2015 (Lukin, Krajnović and Bosna, 2022). It is concerned about creating value among the customers with better quality products and services compared to its existing business rivals in the market. Since 2017, the organisation has spent over €4.8 billion to improve its R&D facilities for ensuring a quality product (Statista, 2022). Now, it is trying to reach maximum customer attention with its EV project ‘Trinity’ which is sustainable and will reduce the overall CO2 emission. Due to the high bargaining power of the customers, VW is trying to produce more sustainable products to add more value for the organisation among its target audiences.
The Threat of Substitution: The threat of product substitution is relatively high for VW. There are many automotive organisations with popular automobile brands in the target market the organisation is operating. One of the most popular EV brands in the market is Tesla which is popular for its products and services among customers. VW has to compete with Tesla and for this, it requires better products. VW has different car models in the market with models of public travel which are one of its most popular automobiles (Foucrier and Wiek, 2019). But with the growing concern about a carbon-neutral environment over the last five years, there is a huge possibility that VWs products that are using fossil fuels will easily get replaced by vehicles that are using greener fuels or other sustainable energy sources. To compete with organisations like Tesla, VW has come up with a unique selling strategy and promotional activities. It is trying to launch a new product called ‘Trinity’ with unique selling propositions. This can reduce the risk of getting substituted by other products from the rival companies of VW.
The Threat of New Entries: There is practically little threat of new companies starting their business venture in the automobile industry. It's because it's so challenging for new brands to penetrate the industry because of the substantial competitive pressure (Schweighofer, 2018). Even though there has been a substantial investment made in the infrastructure, which includes production, marketing, supply chains, and distribution, expenditures for human resources are equally considerable. Additionally, it is challenging for emerging companies to enter the marketplace due to regulatory restrictions. The risk posed by new brands coming onto the scene is little to non-existent overall. From 2017, VW has secured a strong position in the market with its sustainable initiatives. It was able to regain its brand image after the 2015 incident (Laborda and Moral, 2020). Now, the organisation is more focused on providing the best possible services to its target audience. Customers are loyal to the organisation due to its sustainability initiatives and this makes the threat of getting replaced by new organisations comparatively low for VW.
Rivalry in the Industry: The rivalry in the automobile industry is higher considering the existence of many popular multinational organisations with quality brands and large engagement of the target audiences. VW isn’t the only organisation with a sustainability initiative in the industry. Organisations like Tesla, BMW and Ford are proving to be the top rival for VW due to their quality products and sustainability initiatives (Sukitsch, Engert and Baumgartner, 2015). Any major error can result in significant financial loss for the organisation it might lose its competitive advantage. With such intense competition in the business market, VW had to bring change to its operational plan and strategic management over the last five years to stay in competition with its rivals. It has invested over a billion euros to secure a strong position in the automobile market. Now, it is trying to enter new target markets to increase customer engagement and profitability to win the competition in the global automobile industry.
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1. VW should work with suppliers who are more concerned about the environment and considers it ethical to achieve sustainability. This would allow the organisation to establish a sustainable supply chain by focusing on carbon neutrality. VW can purchase sustainable materials from its suppliers and it would help the organisation to successfully implement its ‘ACCELERATE’ project and achieve a competitive edge in the market through sustainable value chain management.
2. VW should rate the sustainability level of its potential suppliers and review the violation of legislation provided by the organisation. It should focus solely on achieving carbon neutrality and the suppliers should have a good understanding of this objective taken by the organisation (Laborda and Moral, 2020). It can purchase renewable energy from suppliers to ensure it is getting sustainable development inside the workplace. This way VW will add more value among its suppliers and it would allow the organisation to develop competitive advantages in the future.
3. VW should add more value among the customers with better quality products and services compared to its existing business rivals in the automobile industry. This will increase overall customer engagement for the organisation and it can increase its sales activity to ensure maximum profitability from its rivals. Financial profitability is necessary for any business organisation to achieve a sustainable position in the competitive business market. With better profitability from the business rivals in the market, the organisation can develop a competitive advantage in the future.
4. To determine how its operations affect global warming, the organisation should develop a carbon reduction index. The company should evaluate accident frequency, the ratio of biodiversity to staff diversity, and the gross value and jobs added because of the energy transition (Fischer and Riechers, 2019). The organisation should allocate a sizable budget each year to carbon reduction efforts and fund projects to reduce greenhouse gas emissions across all of its brands. This would allow VW to improve the productivity of the workforce and with better investment, it can run effective sustainable projects to achieve competitive advantage in the market.
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Volkswagen's sustainability strategy attempts to position the company as a market leader. Although it suffered large financial losses in 2015, it believes that digitalization and a reduction in carbon emissions have the potential to lessen financial risks. VW makes investments to develop profitably and become more competitive. Investors frequently base their financial decisions on a company's sustainability performance, which also affects capital costs and prices. New social and environmental norms are seen by the organisation as a chance to lessen market threats. Volkswagen uses collaborative communication at all management units to achieve its environmental goals. To gain a strategic advantage in the future, the organisation also plans to collaborate with top technological firms.
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