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[bookmark: _Toc141889469]Introduction 
The following report will discuss the way Volkswagen has been involved in a scandal which is named the Dieselgate scandal. There are many changes that the company has done to make sure that they would not make similar mistakes. Therefore, the report will describe the changes that VW has done after the scandal happened in the year 2015. The company was accused of selling cars that had defeat devices. They installed the system to decrease the amount of pollution from the environment, however, as a result, the cars emitted 40 times higher NOx than the predicted amount. They installed this in nearly 11 million cars worldwide of which 8 million were sold in Europe alone. For this reason, they had to compensate and pay £193 million to over 90,000 drivers in England and Wales. They paid £26 billion worldwide which made them vulnerable in terms of their monetary assets as more than 31,000 motorists in England and Wales took legal action against VW.
This report will show the way VW has been able to change its business processes to recover the loss from the scandal. For showing this, the business strategies of the company over the five years will be discussed. The resources and capabilities which have been improved will also be elaborated here. The way VW has made itself more competitive in terms of sustainability and environment will be explained here. The report will provide some recommendations further to make their strategies better. 
[bookmark: _heading=h.30j0zll][bookmark: _Toc141889470]The key business strategies of VW over the past five years
1. Volkswagen had technological advancements which they implemented in their cars and dielectric cars. Despite the scandal in the year 2015, they were able to stay positive and improved their cars alongside compensating for their scandal. They planned for a huge amount of investment which is nearly £7.82 billion on electric vehicles in order to accomplish the goal of making the future of driving electric. They have still stuck to the plan so that they can become a more environment-friendly company (Lambert, 20178). 
2. According to VW’s Strategy 2018, they made a goal of selling 10 million cars which would increase their sales by 4.2%. According to this strategy, the company wanted to become a more competitive one by being the market leader with its sales from Skoda, Audi and Porsche. Their strategy was to use the sales of their subsidiaries and achieve the goal of having record sales (SPGlobal, 2018). 
3. One of their main strategies is Together-Strategy 2025, which was developed in 2016. Their strategy was to have competitive profitability, excellent employer, have a role model for safety, integrity and environment, and have excited customers. The aim of this strategy was to have values that include equal, genuine, straightforward, united and open-minded (Annualreport2018.volkswagenag, 2018a). 
4. The company strategised of making more environment-friendly cars with additional features like rear traffic alert, blind spot monitoring, pedestrian monitoring, adaptive cruise control etc. For this reason, they introduced the VW Tiguan. However, in 2019 the company faced some issues because of this car. There were several issues which were seen in this car. The fuel system was not working smoothly and also the electrical system was disturbing along with some powertrain issues (Gorberg, 2019). 
SWOT analysis 
Strengths 
1. The company has used their strength of having employees and workers with resilience towards the changes in business processes. Thus, the company had an opportunity to incorporate technology and make electric cars. Thus, the resilience of the employees and workers has made this process easier. 
2. As their competitiveness and innovation are dependent on their employees' capabilities and efficiency, VW is determined to provide training to their employees according to the Vocational Groups. These training and development programs are arranged in Volkswagen Group Academy where some in-house experts share knowledge and get employees involved with in-hand training (Annualreport2018.volkswagenag, 2018). 
3. Equality and diversity are maintained within the workplace of VW through which they are being able to accomplish the Together-Strategy 2025. The company aims to have equality in the workplace so that the staff members work to achieve the goals together. Their ESG score improved from 29.6 to 26.1 in the year 2022 which indicates that they are concentrating more on equality and diversity. In this way, they can achieve the aspects of the Together-Strategy 2025 (Annualreport2022.volkswagenag, 2022).
Weaknesses
1. The bureaucracy of VW has been criticised several times which actually caused the Dieselgate scandal. Although the management and executives of the company made a public apology, it was still a problem for the staff members to cope with the issues. There is still very little independence of the employees which is one of the main issues of VW’s bureaucracy. There is always a power struggle between the unions and shareholders which creates problems in the decision-making process. 
2. Lack of innovation is also an issue for the company as resulted from the lack of independent directors. The staff members are not guided properly to achieve the business goals because of this. There has been a discouragement of open discussion within the workplace which results in faults in innovation. That is why, the VW Tiguan faced problems to accomplish its goals and it showed many issues. 
Opportunities
1. As the staff members of VW are resilient, VW can enhance their profitability. The company has already adopted technologies in their operations and products. Therefore, the company can enhance their technological advancement and make their business more profitable.
2. The market share of VW can be increased with the help of making the employees more capable and efficient. The company has been operating with the aim of increasing its market share which is 6.4% as of the year 2021. Therefore, by providing proper training to its staff members, the company can accomplish the goals of being a leading automobile company (Carlier, 2022).
3. VW can get the opportunity of increasing its sales margin with its Together-Strategy 2025. In this strategy, they have aimed to make their employees competent, be environment-friendly, meet the customer needs and overall make their operations better. Thus, VW can have a competitive edge in the automobile industry by selling more electric cars. 
Threats 
1. There are a number of competitors in the industry like Toyota, BMW Group, Mercedes-Benz, General Motors etc (Craft, 2023). As the company has a tight bureaucracy and everyone in the workplace focuses only on the processes that the management of the company sets out, the company lacks innovation. Therefore, lack of innovation causes many problems for the company to become competitive in the industry by excelling in the performance of their competitors. 
2. Ongoing lawsuits are the main problems for the company which started from the dieselgate scandal in 2015. Along with that, they also faced problems with their VW Tiguan's issues. Many of its customers of VW have closed their accounts and moved their business to other automakers, and the company's reputation among investors was also severely damaged.  
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Political factor 
The reduction of trading in the automobile industry of the UK has impacted Volkswagen. It has been known that GTAI or The Germany Trade and Invest has put all the blame on Brexit as the prices of the vehicles increased. However, because of the Volkswagen Price Protection, any of their vehicles which were ordered before Brexit, will not be affected due to the post-Brexit tariffs. However, this did not include hybrid or electric vehicles (CDM, 2020). 
Economic Factor
VW came across some monetary issues due to the Dieselgate scandal where they had to pay out £193 million in England and Wales. In the year 2015, they lost nearly £3.49 million in their operating cost. However, their Strategy 2018 and investment in electric cars made their business stable. However, their operating expenses increased to £19.04 million in 2022 (Carlier, 2023a).
Social factor
After the Dieselgate scandal, the company has applied several strategies which have helped them to make their business aligned again. The company has become the best-selling car brand in the UK in 2022 as a total of 131,850 cars were sold. Due to their investment in electric vehicles, and providing safe, well-equipped, cheap cars with good performance levels, this car brand has been able to gain 61% of popularity (YouGov, 2023). 
Technological factor
Volkswagen has been using technology as per its plan to move forward with its electric and hybrid vehicles. They have been using a new operating system named vw.OS through which the vehicle performance will improve (Volkswagen-Newsroom, 2023). Along with that, the adaptation of EVs all over the UK has also increased. They have been using CAR2X technology which warns people about any traffic hazards. 
Environmental factor
Volkswagen has become a leader in the automobile industry in terms of e-mobility. They have concentrated on their electric cars after the scandal and with the ACCELERATE strategy of 2020, they have made changes faster (Volkswagen-Newsroom, 2022). They have set sustainability standards among which the most important one is to reduce carbon footprint in Europe by 40% by the year 2030. By following this goal they have introduced the ID. model. They also aim to keep the level of global warming to '1.5 degrees' as part of their SBTi strategy (Volkswagen-Newsroom, 2023a). 
Legal factor 
The company has faced several legal issues because of the Dieselgate scandal which also impacted on their brand image. Other than that, they have also faced some problems regarding the VW Tiguan in 2022 which was a complaint from the NHTSA. 
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Competitive Rivalry
There are a number of companies which have become competition for VW such as Audi, General Motors, Nissan, Honda etc. Therefore, the competitive rivalry is high for Volkswagen as the market share can decrease for the company (Comparably, 2023). 
Supplier Power
There are many suppliers of VW from different countries such as Germany, China, Austria, the UK etc named Friedrich Boysen GmbH & Co. KG, Mueba Carbo Tech GmbH, Jiangsu Pacific Precision Forging Co., Ltd., SIEM Car Carriers AS  etc (Volkswagen-Newsroom, 2020). The demand of the suppliers is very much for VW, for which the power of suppliers is high.
Buyer Power
The consumer demand of the UK has been changing nowadays and car ownership has been decreasing in the country. However, VW has become one of the popular car brands which has made the buyer power medium to high (Roberts, 2022). 
Threat of Substitution
There are a number of companies which can become a substitute for VW. However, the company has invested in technology and made their electric cars more popular which makes the threat of a substitute medium. 
The threat of New Entry
Many companies are entering the automobile industry. However, VW has been operating in the UK for a long time and their market share has increased to 8.17%  which makes the threat of new entrants low (Volkswagengroup, 2023). 
[bookmark: _heading=h.2et92p0][bookmark: _Toc141889473]The resources and capabilities of VW over the last 5 years and how it aligned the resources and capabilities 
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	Value
	Rare
	Not Imitable
	Organised
	Competitive Advantage


	Human Resources
	✓
	✓
	x
	✓
	Unused Competitive Advantage

	Material Resources
	✓
	✓
	✓
	✓
	Long-term Competitive Advantage

	Non-Material Resources
	✓
	✓
	x
	✓
	Unused Competitive Advantage

	Financial Resources
	✓
	✓
	✓
	✓
	Long-term Competitive Advantage



Table: VRIO  analysis of VW
Source: (Slf-made, 2023)
Human Resources
VW has invested in employee training including vocational and technical training which made their staff members more capable of adopting the changes. The number of employees has also increased worldwide from 668,000 in 2021 to 669,000 individuals in the year 2022 (Carlier, 2023b). Therefore, it can be stated that the human resources of the company are valued, rare and organised. However, the human resource is imitable which gives VW an unused competitive advantage. 
Materialistic Resources
VW has been using several technologies in their vehicles and making them more convenient for people. They have been using augmented reality with heads-up displays, Test Track on A39, hydrogen-powered electric cars etc (Volkswagen-Newsroom, 2023). As per their NEW AUTO strategy, they have enhanced the use of quick-changing networks via Electrify America, CAMS and Elli (VolkswagenGroup, 2023). Thus, it can be stated that the materialistic resources of VW are valued, organised, rare and not imitable which gives them a long-term competitive advantage. 
Non-Materialistic Resources
The company was founded in the year 1937 and it started its journey in the UK in the year 1953. Since then they have become one of the leading automobile companies in the market as it also became the best-selling car in 2021 (Caffyns, 2023). Although they are making their product range unique it can be inimitable. Thus, the company gets an unused competitive advantage as the non-materialistic resources are valued, organised and rare, but imitable. 
Financial Resources
As of the year 2020, their operating profit increased to £8.32 million from which they also recovered and in 2022 it was £19.04 million (Carlier, 2023a). Therefore, it can be stated that their financial resources are valued, organised, rare and not imitable which gives a long-term competitive advantage. 
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The 3 Pillars of Corporate Sustainability include three aspects such as the economic, the environmental and the socially responsible. Environmental responsibility should be maintained by every company through different processes such as reducing carbon footprint, waste management and many more. VW also does some specific activities in order to make their business environment-friendly.
1. They have been investing in electric cars for reducing pollution from the environment. 
2. VW's goal is to become carbon-neutral by the year 2050 and their plan is to reduce Greenhouse Gas Emissions in the total life cycle by 2025 (Annualreport2020.volkswagenag, 2020). 
3. They are using sustainable materials in cars as there is non-animal leather and recycled materials used in the cars.
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It is recommended to Volkswagen make their test runs more effective. Their VW Tiguan range was not working properly which can be a huge problem for the company as the fuel system was not working smoothly and also the electrical system was disturbing along with some powertrain issues in the VW Tiguan.  Thus, it is necessary for the company to make its business more ethically right. Therefore, test runs for the new development are necessary along with providing the correct results (Martinho et al. 2021). 
It is also recommended to the company to make its sustainable goals improved. Environmental sustainability is one of the necessary factors where the conception of human activities and the ecological concept aligns (Morelli, 2011). Their aim is to make the business more efficient by being environment-friendly. Thus, they should have more advanced technologies in their electric vehicles to make them more environment-friendly. 
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This report has demonstrated how VW changed its operational procedures to make up for the damage caused by the crisis named Dieselgate Scandal. The company's five-year business strategies have been detailed in order to demonstrate this with SWOT, PESTEL and Porter's Five Forces analysis. Details have been provided on the resources and capacities using VRIo analysis. Here, it has been explained the way VW has enhanced their environmental and sustainability competitiveness. The report has offered some more suggestions to improve their strategy. 
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SWOT Analysis 

	Strengths 
	· Resilient employees
· Employee training is providing
· Equality and diversity are maintained

	Weaknesses
	· The bureaucracy of VW has been criticised for being very tight and strict
· Lack of innovation due to less open-discussion                                             

	Opportunities 
	· Increased profitability from resilient employees
· Enhanced market share 
· Increased sales margin through Together-Strategy 2025 

	Threats 
	· Huge competition in the market 
· Ongoing lawsuits 


 
PESTEL Analysis 

	Political
	Brexit caused a reduction in trading, however, except the hybrid or electric vehicles, the prices of vehicles did not increase which were booked before Brexit. 

	Economic 
	The Dieselgate scandal caused the monetary loss, however, they have managed to increase their operating profit.                                             

	Social
	VW has become one of the leading automobile companies in the UK as they have been selling safe,  well-equipped, cheap cars. 

	Technological 
	They are using advanced technologies like vw. OS  to make vehicle performance better

	Environmental 
	They have an ACCELERATE strategy through which they have made changes faster. VW aims to reduce its carbon footprint in Europe by 40% by the year 2030 and reduce the level of global warming to '1.5 degrees'. 

	Legal 
	The company faced legal implications from the Dieselgate scandal and issues with the VW Tiguan. 



Porter’s Five Forces Analysis 

	Competitive Rivalry
	There are many companies which are making the competition high for VW like Audi, General Motors, Nissan, Honda

	Supplier Power
	VW is dependent on suppliers like Friedrich Boysen GmbH & Co. KG, Mueba Carbo Tech GmbH, Jiangsu Pacific Precision Forging Co., Ltd., SIEM Car Carriers AS which makes suppliers' power high.

	Buyer Power
	The rate of car ownership has decreased in the UK, however, VW’s popularity has increased which makes buyer power medium to high. 

	Threat of Substitution
	There are a number of substitutes for VW. However, the company has invested in technology which makes the threat of a substitute medium

	The threat of New Entry
	Through their electric cars, they have been able to increase their market share. Thus, the threat of new entrants has been low. 



VRIO Analysis 

	Human Resources
	VW's employee count has increased and they have also invested in employee training, but the employee strength is imitable. Thus, they get unused competitive advantage from this resource as it is valued, organised and rare, but not inimitable. 

	Material Resources
	VW gets a long-term competitive advantage as they have been using and incorporating advanced technologies in their vehicles and operations like quick changing networks via Electrify America, CAMS and Elli as per the NEW AUTO strategy. Thus, their materialistic resources are valued, organised, not imitable and rare. 

	Non-Material Resources
	The company has been operating in the UK for a long time as their market share has increased and they have also become the best-selling car in 2021. However, their products can be imitated. For this reason, they will get an unused competitive advantage as the non-materialistic resources are valued, rare, inimitable and organised. 

	Financial Resources
	The financial resources of the company give a long-term competitive advantage as the company has been able to increase its operating profit. 



3 Pillars of Corporate Sustainability 
They have a number of strategies to make themselves competitive in terms of sustainability and the environment. They have been investing in electric cars, VW's goal is to become carbon-neutral by the year 2050 and They are using sustainable materials in cars. 
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