
Programme: BA Business Management 
 Strategic Management and Sustainability
Module code: LCBB6004
Assessment 1 
Student Name:Nikola Nikolov
Student's ID:2014060
Assignment Submission Date:27/08/23
				

Contents
Introduction	3
Volkswagen Company Overview	4
Key business strategies of Volkswagen	4
Resources and capabilities of Volkswagen	7
Evaluation of Volkswagen's efforts to become more competitive	9
Recommendations	10
Conclusion	12
References	14
Appendices	16



[bookmark: _Toc143785896]Introduction
Strategic management involves developing and implementing different organisational strategies (Hitt et al., 2019). It is a complex and challenging process that assists business organisations in identifying their objectives and goals, assessing both the internal and external environments, and developing, implementing and monitoring the progress of the strategies. Due to the increased awareness of business organisations' diverse social and environmental impacts, sustainability is increasingly becoming an integral factor in contemporary business organisations. Sustainability refers to the ability of a business to achive the present needs without compromising the ability of the coming generations to meet their diverse needs, including social, economic, and environmental conditions (Hitt et al., 2019). Incorporating sustainability in an organisation's strategic management ensures sustainable supply chains, operations and products.
The following report is based on Volkswagen, which is a German automotive manufacturing organisation. The report aims to identify the different business strategies of the company while also recognising the resources and capabilities of the company and the extent to which the company has aligned them to its present business strategies. The report will also evaluate how the company has made efforts to become more competitive based on environmental sustainability. 
[bookmark: _Toc143785897]Volkswagen Company Overview
Volkswagen is a German automotive manufacturing organisation that the German Labor Front founded in 1937 (GlobalData, 2022). It is based in Wolfsburg, Germany, and is among the largest automotive manufacturers in revenue, market capitalisation and sales. Volkswagen sold over 9 million vehicles in 2021, generating over 200 billion euros in revenues over the same period (Forbes, 2020). The company mainly produces engines and vehicles, with its products ranging from busses, passenger cars, trucks, genuine parts, light commercial vehicles, and turbomachinery. The company markets its products using brands such as Bugatti, Porsche, Lamborghini, Audi, Bentley, and Ducati (GlobalData, 2022). 
[bookmark: _Toc143785898]Key business strategies of Volkswagen
Innovation
Volkswagen has significantly accelerated its transformation, which will ensure that the company is an electric vehicle manufacturer. The company is dedicated to becoming a global leader in the electric automotive market, which has prompted the company to make heavy investments in developing new charging infrastructure and electric vehicles (Volkswagen Group, 2020). The company aims to have electric cars representing 50% of its production by 2030 and over 90% by 2040 (Volkswagen Group Annual Report, 2020). This strategy will assist the company in attracting more modern customers as most of the current population are environmentally conscious and are switching to more environmentally friendly brands.
Regaining the trust of customers
The Dieselgate scandal, uncovered by the United States Environmental Protection (EPA), revealed that Volkswagen had installed a particular software inside its diesel vehicles, enabling them to cheat emission tests. The scandal has significantly and negatively impacted the company's reputation since 2015. However, Volkswagen has utilised various business strategies that have assisted the company in its efforts to regain the trust of its customers, such as publicly apologising for the scandal and compensating the affected customers. The company has also increased its accountability and transparency. It has invested in unique and new technologies to enhance the emission performances in all its automobiles (Volkswagen Group, 2020).
Globalisation
Volkswagen has intensified its strategies of expanding its global presence in various emerging markets, including South America, India, and China (Volkswagen Group Annual Report, 2020). 
Emphasis on digitalisation and software
Among the company's key business strategies are autonomous driving technology and software development, as Volkswagen acknowledges the value and importance of these inventions and technologies for the automotive industry's future (Volkswagen Group Annual Report, 2020). 
Reasons why the strategies were pursued or changed
The company's key business strategies have been changed or pursued in response to certain factors;
1. The Dieselgate scandal led to the loss of trust among customers of Volkswagen, significantly damaging its reputation globally. As a result, this forced the company to emphasise regaining the customers' trust and enhancing the emission performance of all the automobiles it produces.
2. The significant rise of the electric car market was another reason why the company developed its strategy on electric vehicle production, as it served as a threat to the company's traditional business model.
3. The growth of various global emerging markets provided Volkswagen and the automotive industry with growth potential, which has led the company to expand its presence in emerging markets such as South America.
4. The increase in digitalisation in the current generation forced the company to change from its traditional models as more customers seek vehicles with enhanced customer experiences, efficiency, and sustainability, which led the company to invest in software development and digitalisation.
[bookmark: _Toc143785899]Resources and capabilities of Volkswagen
Among the primary resources of Volkswagen are financial resources, as the company is financially strong with a market capitalisation of over 100 billion euros (Volkswagen Group Annual Report, 2020). However, the company is making crucial investments in emerging markets and technologies. In addition, the company boasts in its human resources as it has approximately 650,000 skilled employees, ensuring that it can operate effectively despite its large size (Volkswagen Group, 2020). Volkswagen also has technological resources as it heavily invests in innovations. For instance, the company's Modular Electric Drive Toolkit, a vehicle architecture developed explicitly for electric drives, serves as the technical basis for all-electric vehicles (Volkswagen Group Annual Report, 2020). The company also has a strong brand reputation and customer base, which assists it in attracting more customers and investors (Kim et al., 2022).
The capability of Volkswagen includes product development as the company has a team of skilled and experienced designers and engineers dedicated to developing products that fulfil and exceed the needs of their customers (Volkswagen Newsroom, 2023). Moreover, Volkswagen boasts of its manufacturing capabilities. The business has production facilities in 12 countries globally that assist in producing automobiles at a scale that meets the demands of the consumers in over 140 markets in which it operates (Volkswagen Group, 2020). The company's sales and marketing capability is also significantly strong as it has a team of skilled and committed salespeople and marketers that ensure that its services and products are promoted to customers globally. Volkswagen's brand portfolio is among its main capabilities, owning several automotive brands (Volkswagen Newsroom, 2023). Volkswagen has a range of customer preferences and market segments to cater to. Further, the company also has various partnerships with renowned organisations such as Microsoft, Umicore, Ford Motor Company, and 24M Technologies (Volkswagen Group Annual Report, 2020). 
Alignment of capabilities and resources with the company's current strategies
Volkswagen's technological capabilities and practical human and financial resources have assisted the company in significant investments in electric vehicle manufacturing (Abuhajaj and Lampis, 2017). The company's Modular Electric Drive Toolkit shows its commitment towards utilising its available resources and capabilities to ensure that its strategy of innovations in electric vehicles is successful. Furthermore, the company's partnerships with renowned organisations such as Microsoft, Umicore, Ford Motor Company, and 24M Technologies show that it is dedicated to ensuring that its global strategy to expand into emerging markets is successful (Pitchbook, 2020). These partnerships with companies such as Microsoft have assisted the company in actualising its process of enhancing digitalisation and software development (Volkswagen Group, 2020). Partnering with multinational corporations will help the company increase brand reputation and awareness and ensure a smooth market entry process. The company has utilised its financial resources and technological capabilities to enhance the performance of emissions in its products, which has assisted in actualising its strategy to regain the trust of its customers. In addition, the company also recalled vehicles and compensated the customers to ensure they regained their confidence. 
[bookmark: _Toc143785900]Evaluation of Volkswagen's efforts to become more competitive
The company considers compliance with environmental standards and regulations as a prerequisite for its operations and actions (Soviar et al., 2019). As a result, Volkswagen aims to reduce the environmental impact in its product lifecycle and mobility solutions. Furthermore, the company avoids additional scandals that may reduce its competitiveness by damaging its reputation among customers. In addition, Volkswagen is dedicated to becoming a carbon-neutral organisation by 2050 (Volkswagen Group, 2020), which contributes to the Paris Climate Agreement and minimises its carbon footprint. Volkswagen aims to reduce its carbon footprint in Europe by 40% by 2030 (Volkswagen Group Annual Report, 2020). It is on track towards achieving this goal as the company's ACCELERATE plan emphasises sustainable mobility, aiming to optimise its value chain, develop different innovative and unique mobility solutions, and reduce environmental impacts in logistics and production (Volkswagen Group Annual Report, 2020). Additionally, it increases the company's product attractiveness to most of Europe's population as more people continue to learn the benefits of conserving the environment and sustainable practices. 
Volkswagen has emphasised resource conservation and minimising the environmental impacts of its operations and vehicles by implementing effective and efficient management systems that address the effects of its mobility solutions on the environment (Soviar et al., 2019). In addition, these management systems aim to address the issue of integrity and transparency, which will assist in regaining the trust of its customers and increase its competitiveness in the market. The company's strategic realignment with new strategies, such as the NEW AUTO strategy, includes sustainability as one of the main initiatives (Volkswagen Group Annual Report, 2020). Volkswagen is aware of the growing relevance of sustainability in the contemporary business environment, and it is effectively realigning its strategies to position itself for the future.
Overall, the company is on track to become more competitive and sustainable as it has made significant progress in minimising its carbon footprint and using resources more effectively and responsibly. The company has also taken additional steps, such as minimising the amount of water it uses in its production processes, promoting sustainable transportation solutions, and utilising recycled materials in the production of its vehicles. These steps will ensure that its future operations and products are sustainable and competitive globally (González-Torres et al., 2020).
[bookmark: _Toc143785901]Recommendations
There are various recommendations on how further sustainability practices can assist Volkswagen in developing competitive advantages in the future. Among the most significant sustainability practices are designing innovative and environmentally friendly products. As such, Volkswagen should heavily invest and stay committed to developing and producing electric vehicles and engines. However, electric cars are increasingly becoming more popular as more people embrace environmentally friendly products (González-Torres et al., 2020). Investing in innovative electric vehicles will assist the company in developing sustainable competitive advantages over its competitors in the future. In addition, the company should also focus on developing affordable electric vehicles as it will assist in acquiring a broader customer base and increase sales in emerging markets such as South America.
The company can also develop strategies that will enable it to increase its use of renewable energy in its operations and production facilities. Volkswagen aims to minimise its carbon footprint and enhance its sustainability practices, which will assist in positioning itself ahead of its competitors (Wissuwa and Durach, 2023). Moreover, the increased use of renewable energy will assist Volkswagen in minimising its dependence on fossil fuels and developing competitive advantages in the global market.
Volkswagen can also focus on increasing its partnerships and collaborations with different companies, such as technological companies, to enable it to acquire the latest technologies to ensure that its electric vehicles are effective and provide customers with enhanced customer experiences (Abuhajaj and Lampis, 2017). Such partnerships will assist the company in sharing expertise as well as resources and staying ahead of competitors through various innovations such as autonomous driving, which will ensure that it creates competitive advantages in the future (Soviar et al., 2019).
The company can emphasise developing a sustainable supply chain by working with suppliers with the same principles and values regarding sustainability (Mio et al., 2020), ensuring its sustainable supply chain enhances its reputation among its customers. Further, the sustainable supply chain will also assist the company in creating competitive advantages in the global market as it will be producing sustainable services and products (Mio et al., 2020).
Volkswagen should also develop various corporate social responsibility (CSR) strategies to support and encourage sustainable initiatives. As such, the company can support multiple sustainable initiatives, including supporting environmental protection agencies and organisations and supporting renewable energy projects around the globe (Kim et al., 2022). This will assist the company in enhancing its brand reputation and increase its attractiveness to investors, potential partners and customers. 
[bookmark: _Toc143785902]Conclusion
It is evident from the facts presented in this report that sustainability is increasingly becoming an integral part of contemporary business organisations of all sizes, as adopting sustainable practices can assist organisations in gaining competitive advantages in the market. Volkswagen has shown a solid dedication to sustainability through its strategic management approaches. The company has realised the value of sustainability practices in the current business environment. It has developed various strategies that will assist it in integrating sustainable practices into its services, products, and operations. In addition, the company's capabilities and resources are aligned with its sustainability strategies. By using renewable energy, investments in the development and production of electric vehicles, increased partnerships and collaborations and supporting sustainability initiatives, the company can enhance its sustainability practices, develop competitive advantages, and also have a desirable impact on society and the environment.
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1. Volkswagen's SWOT analysis
	Strengths
	Weaknesses

	Diverse brand portfolio
Strong global presence with a large distribution network
Strong financial position
Strong market position
Innovative technology and products
	Dieselgate scandal that damaged the company's reputation.
Overdependence on fossil fuel
The company has a limited presence in the different global emerging markets (Imiołczyk, 2018).


	Opportunities
	Threats 

	Increasing demand for electric vehicles and environmentally friendly products.
Expansion into different emerging markets such as South America (Abuhajaj and Lampis, 2017).
Development of supply chains that are sustainable
Partnerships with other organisations
	Increased competition from other established automakers.
Additional standards and regulations for environmental sustainability and emissions (Imiołczyk, 2018).
Market volatility and economic downturns.




2. Porter's Five Forces analysis
Rivalry among existing firms (high) – there is stiff competition in the automotive industry due to a large number of established companies such as Toyota, Ford, and General Motors (Imiołczyk, 2018). These firms compete on various factors, including fuel efficiency, prices, environmental friendliness, quality, and customer experience. The companies also compete for raw materials, suppliers and customers.
Bargaining power of buyers (high) – the buyers have a significantly strong buying power because of the numerous options as there is a wide range of products as well as the low switching costs. This increases their bargaining power.
Bargaining power of suppliers (moderate) – The bargaining power of the suppliers is moderate in the automotive industry because of the value and importance of the relationship between the suppliers and the manufacturers.
Threat of substitute products (moderate) – There are various substitute products that are available to the customers, such as bicycles, walking, aeroplanes and public transportation. These substitute products have the capacity to pose a threat to automakers if they become a more attractive option to consumers.
The threat of new entrants (low) – The threat of new entrants is relatively low in the automotive industry because it requires significant financial capital as well as a strong distribution network and brand recognition. However, there are various new entrants, such as Tesla, that are presenting substantial competition to the established automakers (Abuhajaj and Lampis, 2017).
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