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[bookmark: _Toc140085719]Introduction
Success of any business greatly depends on effective operation of business internal and external issues along with how business changes or adopts new strategies after analysing resources and capabilities of its current business (Tikhonov and Zelentsova, 2021). Volkswagen is one of the world’s largest and well known automobile company that manufactures high quality cars. According to the competitive and environmental analysis result it has pursued several business strategies over the past five years and in this report those strategies will be discussed by using some strategic tools like SWOT, PESTLE, and Five Forces Model. Both internal and external resources and capabilities of Volkswagen current business strategies have been identified in this study. 












[bookmark: _Toc140085720]Key business strategies of Volkswagen over the past five years
[bookmark: _Toc140085721]Electrification and focus on e-mobility
For gaining competitive advantage Volkswagen has shifted its strategies towards electric vehicles and e-mobility. For example, in 2018 Volkswagen has announced its initiatives towards “Roadmap E” which has an aim to introduce 70 different all-electronic models by 2028 (Welch, 2019). Along with that it has significantly invested on EV technology that will help to establish new manufacturing facilities towards its modular electronic platform. And the evidence of this business strategies has resulted in Volkswagen ID.3 and ID.4 and marketing of dedicated EV brand along with Volkswagen ID.
[bookmark: _Toc140085722]Introduction of electric vehicles charging infrastructure 
As a business strategy Volkswagen has invested on charging infrastructure that is supporting its electronic vehicles growth rate. As evidence in 2020 it has established a joint venture named IONITY in which other well-known automobile companies also included. And this strategy has developed high power charging infrastructure in Europe. 
[bookmark: _Toc140085723]Digitalisation with connectivity
As a business strategy Volkswagen has established its digital platform known as “Volkswagen We” and this platform has facilitated several digital services like vehicle connectivity, infotainment, and mobile apps. Through this app customers and users has been able to control vehicle functions from remote places, can access personalized services, and can receive over the air software updates. As an evidence of its digitalisation and connectivity Volkswagen digital Cockpit, and Car Net connectivity system can be referred. 
[bookmark: _Toc140085724]Shared mobility and services extension
As a business strategy Volkswagen has given emphasise on its shared mobility and mobility services and as an evidence its “WeShare” launching has been identified in 2019. “WeShare” is a business strategy that Volkswagen has adopted for all-electric car sharing services in Berlin. Along with that Volkswagen expected to expand this service in other cities like Europe and thus a sustainable shared mobility and services will be established. Its investment in this shared mobility has aligned with changing customer preference, alternative form of transportation and has represented a strategic response in business (Austin et al., 2007). 
[bookmark: _Toc140085725]Autonomous driving and artificial intelligence
Volkswagen is significantly investing in artificial intelligence and autonomous driving technologies from 2020. As an evidence its 2020’s acquired Argo AI that analysed sensor data, detects objects, and help drivers in various ways. Volkswagen also collaborated with AI companies that facilitated and leverage their expertise in machine learning, computer vision, and processing of natural language. Business expansion in China is a business strategy which is crucial for Volkswagen as it increased its Chinese joint venture to 75% in 2020 for offering electric vehicles and also invested 15 billion euros for digitalizing projects in China by 2025 (Lee et al., 2021). 
[bookmark: _Toc140085726]PESTLE framework for discussing pursued or changed strategies 
[bookmark: _Toc140085727]Political
Digitalisation and connectivity is a business strategy that Volkswagen has pursued in its business for government regulations. As government regulation changes frequently related to emission, customer safety standards, manufacturing imports and exports policies Volkswagen needs to update its technological adaptation with secured connectivity of vehicle control. Political stability of operating country is a factor that impacts its marketing operation with disruption and can influence strategic decisions making process. 
[bookmark: _Toc140085728]Economic
Due to high GDP growth rate of China’s economic market Volkswagen has pursued to expand its business and joint venture in China as a strategic business decision. Also, inflation rate, customer preferences or purchasing power, and exchange rate greatly influences its strategic change and pursued strategy like e-mobility, electrification, and electric vehicles charging infrastructure (Friesendorf et al., 2021). As customer’s income level increases and fluctuation of interest rate effected the cost of financing Volkswagen needs to change its business strategies.  
[bookmark: _Toc140085729]Sociocultural
Shifting preferences of young generations is an external environmental factor that encourage Volkswagen to pursued it investment on autonomous driving and artificial intelligence sector. Change in customer preference in electric vehicles, sustainability and connectivity leads Volkswagen to adapt new business strategies.
[bookmark: _Toc140085730]Technological
Tremendous advancement in electric and autonomous vehicle largely shape Volkswagen business strategies along with investment, research, development and infrastructure. Digital technology and connectivity element of technological environment also leads its product development, marketing strategies, and customer experience. 
[bookmark: _Toc140085731]Legal
Volkswagen business strategies also pursued emission and environment sustainability related government regulations and is legal requirements with customer safety greatly influences its business strategies. For example, its quality control terms or customer relationship issues are shaped by this legal factor. 
[bookmark: _Toc140085732]Environmental
Customer preferences of environment friendly products, and sustainable brands is the reason of its change in business strategies like focusing on electric vehicles and electrification. Also, climate change related issues like carbon emission, enhancing sustainability effecting Volkswagen business strategies of product portfolio and its sustainability initiatives (Koplin et al., 2007). 








[bookmark: _Toc140085733]Resources and capabilities of Volkswagen over the past five years
Manufacturing capabilities: Volkswagen resource and capabilities includes its manufacturing facilities across the world like vehicles, cars, trucks, commercial vehicles with large scale of equipped promotion. 
Brand portfolio: Along with other resources and capabilities Volkswagen has included diversified portfolio brands like Volkswagen Passenger Cars, Audi, SEAT, Skoda, Bentley, Bugatti, Lamborghini, Porsche, Ducati, and Volkswagen commercial vehicles (De Munck, and Ferreras, 2013). 
Research and development: Volkswagen has developed its research and development activities as a way of increasing its resource and capabilities. As a result, its research and development capability covers different areas like electric mobility, autonomous driving, and digitalisation. 
Global supply chain: Volkswagen has established extensive global supply chain network which is considered as resource and capability of Volkswagen. Over the past five years it has maximised its global supply chain capability through raw material sourcing, components, and parts supply from different suppliers across the world market.  
Strong distribution network: Due to its advance resource and technology it has maximised its distribution network resources and capabilities over the past five years. As evidence its dealership and service center cater customer needs where its innovation and online platform services are used effectively. 
Financial resources and capabilities: Over the past five years Volkswagen has strengthen its solid financial foundation by investing new projects, expanding production capability, and by pursuing strategic business acquisition (Frynas et al., 2006). Its strong financial resources and capabilities also helps it to weathering global market regarding fluctuation and economic difficulties. 

[bookmark: _Toc140085734]Analysing to what extent Volkswagen has aligned its resources and capabilities to its current business strategies
Volkswagen has positively realigning its resources and capabilities to its current business strategies and leads to significant transformation over the past few years. For example, electric mobility, software, digitalisation, sustainability, emission reduction, brand diversification, and market expansion are some business strategies that have been aligned with Volkswagen resources and capabilities. As a business strategy it introduces global production network which includes optimizing manufacturing capabilities, achieving economic of scale and flexibility of resources. Volkswagen also aligned its capabilities and resources with business strategy by streamlining its supply chain, introducing advanced technology in manufacturing, and by modernizing productivity (Gomez Bule et al., 2012). For grabbing business strategy opportunity, it allocates substantial resources in research and development that keep Volkswagen as competitive and evolving in automobile industry. 
To align its resources and capabilities it has established partnership with tech companies that increase the leverage external expertise and enable cost efficiencies. A result of its resource and capabilities alignment with business strategy is software and digitalisation as it aimed to develop software capabilities, software development unites, car software organisation, become a competitive in automobile industry. 
[bookmark: _Toc140085735]SWOT analysis of Volkswagen
For identifying Volkswagen resource and capabilities it is necessary to analysis its internal environment that has been done through SWOT analysis. 
[bookmark: _Toc140085736]Strengths
Volkswagen has widest brand portfolio in the automobile sector and introduction of “TOGETHER-2025” strategy is another strength of Volkswagen. Its diversified business strategy, synergy between brands, and joint ventures activities both local and Chinese automakers are its strengths. 
[bookmark: _Toc140085737]Weaknesses
Its negative publicity, the highest number of recall percentage in the U.S market, and low market share or capture ability in the U.S automobile industry are some weaknesses that negatively impacting its image (Austin et al., 2007). 
[bookmark: _Toc140085738]Opportunities
Increasing strategic partnership, acquiring skills and competencies through global and local acquisition are some potential opportunities of Volkswagen. Along with that increasing demand of autonomous vehicles, giving emphasizing on improving sustainability policies are some opportunities that increase brand reputation. 
[bookmark: _Toc140085739]Threats
Increasing and intense competition, further fines and damages regarding emission cheating devices negatively impacting Volkswagen image in the market. Its ongoing lawsuits, government strengthening environmental regulations, trade negotiations, global recessions, controversial promotional activities are some threats for Volkswagen (Lopez, 2022). 








[bookmark: _Toc140085740]Evaluation how Volkswagen has tried to become more competitive while taking into consideration sustainability and the environment
Volkswagen has tried to be more competitive at the same time has given prioritized sustainability and environmental issues. Different ways that Volkswagen has taken to become more competitive are given below. 
Sustainability targets: For becoming competitive Volkswagen has set ambitious sustainability targets which is a part of environmental issue. As evidence Volkswagen has aimed to achieve carbon neutral balance within 2050 in which covering whole lifecycle of its vehicles and products use along with disposal (Cames and Helmers, 2013). At present Volkswagen has working on reducing environmental efforts by adapting energy efficient manufacturing process and has been working on renewable energy sources. 
Investment in electric infrastructure: As customer preferences are diverting towards electric based products Volkswagen has given emphasise on investment in electric infrastructure to become more competitive. As an evidence it has collaborated with various partners and has been started to invest in charging networks. For example, Volkswagen Group Subsidiary and Electrify America started to building ultra-fast charging network station across the United States by 2025. 
Recycling and circular economy: To become more competitive by considering sustainability and environmental issue Volkswagen has introduced its commitment to promote circular economy that will increase recycling and reuse of materials. As an evidence Volkswagen has introduced its closed-loop recycling system for high voltage vehicle batteries and resulted in recovery of resources like lithium, cobalt, and nickel. 
Mobility solution and digitalisation: As mobility solution Volkswagen providing electric vehicles globally which includes investment over $35 billion by 2025 and launching 70 electric models brands by 2030 (Pearson, 2023). For becoming more competitive it launched ID.3 which is based on modular electric drive matrix platform which is a great pushover for Volkswagen to remain competitive.
[bookmark: _Toc140085741]Porters Five Forces Model for evaluating competitiveness of Volkswagen
Competitive rivalry: Competitive rivalry of Volkswagen is high as it is operating highly competitive automobile sector. For example, major automobiles company like Toyota, General Motors, Ford, BMW are operating in the same industry. 
Threat of new entrants: The threat of new entrants is medium to high for Volkswagen as it requires substantial financial investment along with expertise in manufacturing sector. But government regulations and strict emission related standards can create challenges to enter into the market. 
Bargaining power of suppliers: Bargaining power of suppliers is moderate for Volkswagen because it relies on a vast network or its components, parts, and raw materials. Volkswagen has the authority to dictate prices, terms, and quality standard and its strong reputation gives it leverage in negotiation with suppliers (Soviar et al., 2019). 
Bargaining power of buyers: Bargaining power of buyers in the market is moderate to high as in the market customers have wide range of options regarding vehicle choice and they can compare price list as well (BBC NEWS, 2015). The availability of substitute, public transport facilities, modes of mobility also impacts buyers purchasing decision. 
Threat of substitute: Threat of substitute of Volkswagen is high as there exist various form of substitute. For example, availability of public transportation system, ride sharing services, technological advancement, and replacement of car ownership impacts this threat of substitute. 



[bookmark: _Toc140085742]Recommendations on how further sustainability practices can help Volkswagen to develop competitive advantages
Volkswagen can adapt different sustainability practices that will help it to develop itself as a competitive firm with competitive advantage. These sustainability practices can be introduced in its operations and product manufacturing activities. 
· Renewable energy integration: Volkswagen can strive to power of their manufacturing plants and other charging infrastructure by using renewable energy resources. Thus their carbon emission and carbon footprint will be reduced with further sustainability practices. 
· Sustainability in supply chain: Volkswagen can introduce strict and effective sustainable criteria for practicing their supply chain partners which will include responsible sourcing of raw materials, proper waste management, and reducing emission throughout supply chain. 
· Transparency and reporting: According to the case study mentioned in the brief Volkswagen has facing different claim regarding emission cheating devices. Volkswagen need to clear up those claim and have to be more careful about its operational transparency and reporting. Transparency regarding Volkswagen sustainability efforts, progress and goals need to be reported and mutual trust between stakeholders regarding accountability need to address for gaining competitive advantage (BBC NEWS, 2022). 
· Customer education and incentives: Volkswagen can educate its customers about its electric vehicles environment benefits. Volkswagen can offer customer its charging infrastructure and sustainable options through offering discounts and other incentives. 
· Lifecycle assessment: For evaluating Volkswagen manufactured product environmental impacts it can assess its lifecycle. Through this lifecycle all the process of manufacturing like raw materials extractions to production, use, disposal can be assessed thoroughly. Volkswagen can apply holistic approach to identify different areas that needs to be improved and can make sustainable design with production related decisions. 
· Continuous innovations: To gain competitive advantage Volkswagen need to invest in its continuous innovation programs along with its research and development activities. For example, giving emphasise on sustainable technologies, battery technology, charging infrastructure, and energy storage solutions can be effective in this regard. 
· Employee engagement and training: Employees are the individuals who will be maintaining continuous sustainable development and required process. Proper training and development program need to be provided by Volkswagen to its employees for gaining competitive advantage and fostering a sustainable environment requires necessary knowledge, tools (Beske et al., 2008). Thus employees can contribute to the sustainable program and ultimately it will help to gain competitive advantage.
[bookmark: _Toc140085743]Conclusion
In this report both internal and external environmental issues of Volkswagen have been discussed. By creating effective communication system with customers, employees, investors, and other sustainability initiators Volkswagen can positively consider all the sustainable and environmental issues for gaining competitive advantage. Though Volkswagen has huge brand reputation comparing to its rival companies but its recent misleading related issues regarding sustainability ratings may hamper its efforts to sustainable activities. 
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PESTLE analysis
	PESTLE Analysis
	Factors

	Political
	· Government regulation and policies
· Political stability

	Economic
	· Global economic condition
· Income level and consumer purchasing power
· Interest rates

	Sociocultural
	· Demographic trends
· Customer attitudes
· Lifestyle and cultural factors

	Technological
	· Electric vehicles
· Digitalisation and connectivity
· Manufacturing technology

	Legal
	· Environment regulation
· Intellectual property regulation

	Environmental
	· Sustainability
· Climate change


 
Source: (Author)







SWOT analysis table of Volkswagen
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Porters Five Forces Model
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Description
Low barriers to entry due to established brands and strong distribution

network. However, significant capital investment required for manufacturing
facilties.

Strong bargaining power due to the reliance on a large number of suppliers for
raw materials and components. However, Volkswagen's scale and global

presence provide some leverage in negotiations.

Moderate bargaining power as buyers have a wide range of options in the
automotive market. However, brand loyalty and differentiated product

offerings can mitigate this to some extent.

Moderate threat from substitute products such as public transportation, ride-
sharing services, and alternative modes of transportation. However, personal

vehicles remain a primary mode of transportation for many consumers.

Intense competition within the automotive industry, with numerous global and
regional competitors. However, Volkswagen's strong market position and
diversified product portfolio provide a competitive advantage.




