

University of Wales
Trinity Saint David


BA Business Management
Module code: LCBB6004
Module name: Strategic Management and Sustainability
Assignment Title: Assessment 1
Lecturer Name: Juan Carlos Braschi Rangel
Student Name: Vasile Penciuc
Student Number: 1916918
Submission date: 09.09.2022
Word count: 2,596 words


Table of Contents
Introduction………………………………………………………………………….3
Company background……………………………………………………………….4
Business strategies of Volkswagen Group………………………………………......4
Resources and capabilities of Volkswagen………………………………………….7
Volkswagen strategies to be more competitive considering sustainability……….…9
Recommendations on sustainable practices to develop competitive advantage…...12
Conclusion……………………………………………………………….….……...14
References…………………………………………………………………...……...15











Introduction
Strategic management within an organisation is the chief job of operation management which certainly includes the basic functions of the organisation. Strategic management is specifically supposed to set aims and eventual objectives with on-point proficiency for the organisation to leave its competitors behind. It manages the strategies which include a proper understanding working environment, improving the brainstorming capabilities, identification of opportunities related to the progression of business and working towards organisational productivity, success and gradual profit (IMD, 2021). The considerable sustainability within a business considers profitability and success management by maintaining the bio-geographical, economic, and social structure which further results in the longevity of the organisation. This case study-related report will consist of the key business strategies of Volkswagen Company and the implementation and execution of resources and capabilities of this organisation. Apart from these, the competitive strategies of Volkswagen are going to be elaborated while considering the sustainability and the natural aspects. Lastly, the report will include the upcoming strategies for maintaining sustainability which can boost the competitive advantages shortly. 





Company background
[bookmark: _Hlk113628583]Volkswagen is a huge and renowned company in the automobile industry globally. It is founded by the German Labour Front in the year 1937 in Berlin, Germany. Currently, the headquarter of this company is situated in Wolfsburg which is also in Germany. In recent times, the share price of this company stands at 142.86 euro (Volkswagen Aktiengesellschaft, 2022). In the financial year 2021, the net revenue of Volkswagen was near about 250.2 billion euros (Carlier, 2022). The parent organisation of Volkswagen is Porsche SE and the company has a lot of subsidiaries in various countries of Europe such as Bentley, Porsche, CUPRA, SKODA, SEAT, Lamborghini and Ducati. Apart from this, the company includes a broad range of brands and businesses along with financial services (Volkswagen Aktiengesellschaft, 2022). 

Business strategies of Volkswagen Group
In the business landscape, strategies accumulate almost all kinds of functional departments to hold their stakeholders with full organisational power (Johnson et al. 2020). Within an organisation, the Business strategy includes a lot of processes which come up with organisational benefits. It includes a specific vision of planning and action to achieve a definite goal which in turn considers the business strategies and competitors in the market along with organisational products and services. Any company maintains specific strategic approaches in terms of organisational, competitive, functional and operating management for the betterment of the company. Different kinds of organisational strategies are operational in every company and to every employee inside the same. Organisations also consider markers related to labour for the availability of different expertise and demographics. Volkswagen implements and executes a lot of strategies, related to market penetration and product development. The company stays focused on the assembling, safety, price range and performance level of their manufactured vehicle. Currently, the brand has almost 120 warehouse and production plants, situated in European countries along with America, Africa and Asia. The current workforce volume of this brand is nearly 662,575 and it operates in almost around 153 countries (Volkswagen Aktiengesellschaft, 2022).  
Within any organisation, the business strategies can be discussed in major four aspects which are certainly elaborated by Igor Ansoff, known as the product expansion grid. In this model, Ansoff considers the strategies of market penetration, market development, product development and diversification, which are the basic pillars of profitability in an organisation. 
[image: Ansoff Matrix - Overview, Strategies and Practical Examples]
Figure 01: Ansoff Matrix
(Source: Inspired by Peterdy, 2022)

· Market penetration: In this process, any company tries to stay in the same position by executing a streamlined distribution procedure (Peterdy, 2022). They are more intrigued by selling their existing and established product to their consumer base to hold the market position in the best way they can. This approach is relatively less risky as it stays focused on security and does not allow itself to go out of the belt. 
· Market development: This is another factor with less risk which is mainly based on leveraging its product to different markets with minimum investment. The factors which are included in this kind of strategy are the overall market environment, the customer base and their choices, the capacity of the market and the range of profit while maintaining suitable operation management and supply chain. 
· Product development: Considering this factor is to some extent important for every organisational operation management. Specifically, this includes sustainable maintenance of existing products and launching new products in the market. Product development is the strategy which works on investing in research and development for new products and obtaining permission to create and sell products of another company (Peterdy, 2022). 
· Diversification: This business strategy is the riskiest one in comparison to the other three. To be very specific, this strategy is a combined product of the market and product development. It can bring in lots of benefits in certain two ways. Firstly, by considering new opportunities which are related to revenue generation for the organisation and secondly, by decreasing the organisation’s dependency on a single product and eventually launching new customer-friendly products which can cope with new markets. 
Among the above four strategies, Volkswagen is working efficiently with two of the major factors which are the market penetration and product development strategies. By implementing these, specifically the product development one, Volkswagen is maintaining its effective business progress for the past few years. In recent times, they are more focused on the revolution of the electric vehicle. In this issue, for the past few years, Volkswagen made several strategies which mainly include heavy software orientation and electrical vehicle development related to all the correlated services. They are also quite used to mobility as a service (MaaS) which enables effective digital channels for the consumers to plan and pay for anything they want. Apart from these, they have planned to begin an acquired battery supply chain, considering the availability of raw materials for the recycling of batteries. Volkswagen has aimed to enhance its product quantity and revenue by 50% by the year 2030 and by the year 2040, the company is assuming 100% reach (Ramey, 2021). 

Resources and capabilities of Volkswagen
In a broad aspect, resources within an organisation include the potential of the workforce in terms of skills, knowledge and expertise. On the other hand, capabilities are the efficiency or organisation’s power to utilise the resources in the maximum possible way. Also, the organisation cope with opportunities and threats often including strategic decisions which are certainly associated with the resources and capabilities of the same (Stamevska and Stamevski, 2020). Some of the organisational resources and capabilities are listed below:
· Large production infrastructure: The company with all of its subsidiaries contributes a huge amount of revenue globally which gradually enhances the automobile industry. Being in that respected position, they are consistently working for the betterment of their infrastructure. 
· Research and development capabilities: The operation management department of Volkswagen is chiefly focused on market research and customer demand. Following those, they constantly develop their product and for the last few years, they are shifting to electrical vehicle production which is revolutionary throughout the world (Volkswagen-Group, 2022). 
· Large and Extensive supply chain: The ultimate aim of an effective supply chain is to achieve high levels of profit while making the customer satisfied and organising the business at a lower cost. Eventually, this practice grows the sustainability and mobility of the organisation. 
· HRM and organisational culture: HRM is the most important pillar of operation management which makes a bridge between the workforce capabilities and organisational objectives and work procedures. Likewise, organisational culture executed the objectives which can motivate the employees to do better and be more productive. Culturally, organisational leadership connects the employees with communication and social relation. 
Within Volkswagen, key resources and capabilities are product development, manufacturing aims and strategies, finance and marketing department, sales capabilities, a well-organised supply chain and lastly efficient human resources. According to the company’s current establishment in the global market, they are consistently working with these capabilities which are helping them to do effective changes in their products and leave their potential competitors behind (Magadia et al. 2019). 

Volkswagen strategies to be more competitive considering sustainability and the environment

VW is one of the biggest companies based in Germany making cars and has a market all around the world. In order to achieve sustainability and becoming more environment friendly, VW puts a lot of priority in innovation. Volkswagen became more focused on making its business more environmentally friendly and sustainable after the Dieselgate scandal. Volkswagen has to pay around 193 million pounds to drivers from England and Wales after the settlement of the High Court claim against the emission gate scandal (BBC, 2022). They put a lot of effort into infusing and integrating their sustainability strategy with that of the United Nations Sustainability Development Goals.
 As the world today is becoming more conscious about the society and environment, businesses are now focusing on making their processes eco-friendlier and more sustainable. A major shift and development have been seen in the Electronic Vehicle (EV) segment which is more sustainable compared to the usage of petrol or diesel. Volkswagen is putting a lot of effort into developing their business and developing their EV segment and making completely electric cars. Volkswagen offers multiple cars in the EV segment like e-up, e-Golf and more with their complete electric model (Volkswagen-Newsroom, 2022).
 One of the biggest things that make Volkswagen the choice of customers is their service provision to their customers post-purchase. Volkswagen provides maintenance coverage packages on a different yearly basis starting with 2 Years of Service and up to 5 years of convenience which provides services within different miles driven (VW, 2022). This makes them stay ahead in the competition as well as their continuous development in the EV segment makes them more favourable in the market. Along with all the development in Electrifying travel and cars, they also focus on reducing their carbon emission and going carbon-neutral by the year 2050 (Volkswagen-Newsroom, 2022). This would help them in making their functioning more sustainable and efficient along with waste reduction which would attract more customers and investors to their brands. 
Apart from all these factors sustainability is the biggest factor on which they focus on a priority basis with six areas in which they put a lot of effort. These 6 focus areas are circular economy, decarbonisation, diversity, people in the transformation, integrity and responsibility for business and supply chain (Volkswagen Aktiengesellschaft, 2022). Volkswagen focuses on changing its business model with a focus on the development of new technology and future mobility.
They have shifted their focus from making combustion engines to zero-model electric cars and putting more effort into mobility services and software than increasing their vehicle sales (Volkswagen Aktiengesellschaft, 2022). To stay ahead in the competition, Volkswagen make alliances with different companies to make a change as well as to promote their business in a particular country. Volkswagen came into an alliance with Mahindra to electrify the Indian automotive market and develop the EV segment in India. Both companies signed the term sheet for Volkswagen to supply its Modular electric drive matrix (MEB) Electric components for the manufacturing of new Mahindra’s electric SUV (Volkswagen Aktiengesellschaft, 2022). This will help Volkswagen in exploiting the market of India as well as reduce the competition in the Indian market as Mahindra is one of the most renowned automotive companies in India. 
It will also help them in attracting new customers from different markets along with the supply of MEB will increase its revenue for Volkswagen. Similarly, Ford and Volkswagen expanded their e-mobility partnership with Ford for producing another electric model based on MEB for European market (Volkswagen-Newsroom, 2022). These strategies help Volkswagen in increasing its market reach and stay ahead of the competition along with maintaining the concept of sustainability and the well-being of the environment.  
      
Figure 02: Strategies of Volkswagen
(Source: created by the learner)



[bookmark: _Toc112124766]Recommendation on sustainable practices to develop a competitive advantage
Sustainability is one of the biggest factors businesses focus on to have a long run and have a stable business in the competitive market. Volkswagen has now been working on making their business process more sustainable and developing new technology for upgrading the EV segment and components used for the same. Some of the practices which can make Volkswagen’s practices and functioning more sustainable and can provide competitive advantages are as follows: 
1) Volkswagen even though has shifted its focus from Internal Combustion Engine (ICE) to electric cars but still there are cars that have ICE and the production of ICE is still in continuation. Even though they have decreased the number production of cars with ICE but it is not yet complete zero. Volkswagen could attain more sustainability and consumer attraction if they discontinue the production of ICE engines and completely put all their efforts into the production of Electric cars. This will benefit them in having a more efficient and effective business model with a good cause. It will also reduce the use of fossil fuels and the emission of carbon will decrease which as well will benefit the environment. 
2) Volkswagen has a lot of brands under them which include reputed brands like Audi, Bentley, Porsche, Lamborghini and more which are some of the brands leading in making supercars and luxurious cars. Volkswagen group can become more sustainable and ahead of the competition if they put effort into making a supercar which is completely electric and has excellent performance as those fuel cars. Some of the famous hypercars and brands in the EV segment are Tesla Roadster, Lotus Evija, Pagani and more are focusing on creating and some have created electric hyper cars (BBC TopGear, 2022). Sub brands under Volkswagen like Bentley, Skoda and Lamborghini can focus on changing their model to developing and manufacturing electric hypercars. 
3) Ducati is one of the largest and most renowned brands in the production of superbikes using V twin 4-stroke engines for their bikes. As Ducati is a sub-brand under the Volkswagen group, they can focus on the development of superbikes which are completely electric and have better performance than that a fuel bike. This will help Volkswagen in creating a brand name and increase its sales in the superbikes segment as well as it will contribute towards the benefit of the environment. They can shift to using carbon fibre majorly to design and manufacture their cars and bikes as it is eco-friendly and provides sustainability to organisations and customer satisfaction.  
4) Volkswagen can create an alliance with other companies like Leyland and Volvo for the creation and promotion of complete electric buses. This will help the community in having a proper environment as well as improve the journey quality for people in the community as well the introduction of a new project can also open new businesses and job opportunities in the society. 


Conclusion
Strategic management and sustainability both play a very crucial role in the functioning of a business. An organisation having proper and effective strategic management can achieve the set goals in a very smooth and efficient manner. Volkswagen has given significant efforts and attention towards having an efficient and effective strategic management plan which has helped them in gaining their pace back in the market. Product development has been the main focus of Volkswagen for gaining back consumers’ trust and attaining sustainability through the process of development. These two factors are interlinked as having a proper strategy is highly required to achieve sustainability in an organisation. The concept of sustainability benefits organisations in gaining brand value as well as attaining more customers in the market. 
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