 Strategic Management and Sustainability



Module Name - Strategic Management and Sustainability
Assignment Title - Written Report
Student Name – Irina Midrigan
Student ID -2020527


                                                       Executive Summary 
The following report has outlined the various aspects of maintaining sustainable approaches in the business process by prudently implementing strategic management plans. Apart from that the profound car-making organisation Volkswagen has taken the case study in this report for further discussion. The ways in which the external as well as internal business environment impacts the strategic thinking of the respective organisation have also been discussed well with the help of several analytical tools. Further, the implementation of various effective strategies that can help them to become the most sustainable organisation in the competitive market has also been elaborated as well as recommended strategies. 
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[bookmark: _Toc143927811]Introduction
Companies in the automobile industry face a continuous interplay of factors that influence their plans of action, utilisation of resources, and competitive positioning. The case study of Volkswagen (VW), a well-known international automaker, will be examined in this paper to examine its core business strategies, resource usage, alignment, and sustainability practices throughout the previous five years. Volkswagen has established itself as one of the major automakers with a presence across the globe thanks to its wide selection of cars, trucks, and commercial vehicles. Volkswagen also produces other brand name vehicles such as, Lamborghini, Audi, Bugatti, and Bentley (Volkswagen Aktiengesellschaft). From developing the "People's Car" idea with Beetle to integrating electric transportation and digital evolution, VW has undergone significant changes. Despite obstacles, such as the "Dieselgate" incident, the corporation is still a major participant in the automotive sector, pushed by sustainable development and innovation programmes (BBC, 2020). Therefore, the report will examine how external factors affected VW's strategies, the manner in which the organisation aligned its assets alongside its strategies, its efforts to increase competitiveness while considering sustainability, and potential channels for leveraging sustainability practices to foster future advantages in competitiveness. This analysis will reveal the complex interrelationships among strategy, assets, skills, and sustainability in the framework of Volkswagen's history in the automotive industry, and the report will then provide appropriate suggestions in accordance.
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Organisations such as Volkswagen (VW) have been forced to traverse a difficult landscape in the quickly changing automotive sector, altering their strategies to deal with shifting market dynamics, technical improvements, legislative shifts, and customer preferences. Through the use of frameworks like PESTEL, which analyses the external business environment, it is possible to gain important insights into the strategic choices and driving forces behind VW's major business plans over the last five years.
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Political and Regulatory Factors: Significant political variables, such as trade conflicts and environmental laws, have affected Volkswagen (VW). Globally stronger emissions rules were brought about by the "Dieselgate" scandal's fallout. In response, VW changed its focus to electric mobility and invested in its MEB platform to keep up with changing rules and gain an edge in the market for electric vehicles. Volkswagen's emphasis on electric mobility has been influenced by strict pollution rules and government subsidies for EVs. The move towards zero-emission vehicles has been encouraged in Europe by emission targets and the consequences of exceeding them (BBC, 2022).
Economic Factors: Economic fluctuations have an impact on VW's business operations. The industry expanded there as a result of joint ventures being formed and government assistance for electric automobiles in the nation. To respond to changing consumer behaviour, the economic implications of the COVID-19 epidemic prompted cost-cutting measures and a renewed focus on online sales channels.
Sociocultural Factors: VW's initiatives have been shaped by shifting consumer preferences for connected and environmentally friendly mobility. The ID.3 and ID.4 electric versions were created in response to the increasing demand for eco-friendly automobiles. Volkswagen made investments in connection and digital services due to a desire for improved digital experiences.
Technological Factors: The ambitions of VW were impacted by technological advancement, especially in the fields of digital evolution along electric mobility. The company's emphasis on online offerings comparable to the "Volkswagen We" community demonstrates its commitment to using technology to enhance customer experiences. VW's technological expertise in the EV sector is on display with the MEB platform. The idea for Volkswagen's digital transformation was motivated by modifications in consumer behaviour and advancements in digital technologies (Kreutzer and Kreutzer, 2019).
Environmental Factors: VW's policies were affected by sustainability objectives and environmental concerns. Investing in energy from renewable sources, environmentally friendly materials, and principles of the circular economy was motivated by the company's ambition to become carbon-negative by 2050. The scandal's negative effects on the environment compelled VW to incorporate sustainability into its main business plan. VW's sustainability-focused strategy has also been driven by rising environmental concerns related to climate change and industry environmental impact.
Legal Factors: The "dieselgate" scandal's legal implications spurred VW to develop a strategy to repair its brand and solve moral issues. Transparency, moral conduct, and corporate responsibility have become more important as a result of the need to win back customer trust and adhere to tougher rules. VW's reputation-building initiatives and dedication to moral behaviour were driven by legal actions.
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Volkswagen has followed various important business strategies during the past five years, including a concentration on electric conveyance, digital transformation, international expansion, long-term viability, and reputation rehabilitation following the "dieselgate" incident. These tactics have been designed to strengthen its position in the marketplace, adhere to legal obligations, and follow sociological and environmental trends (BBC, 2020).
Electric Mobility and Technological Innovation:
Volkswagen has made a point of putting a lot of focus on technological innovation and electric mobility. VW introduced its electric car (EV) platform, the MEB, as the automotive industry began to pivot towards sustainability and lower emissions. This tactic is in line with evolving customer tastes as well as legislative demands for fewer emissions. For instance, the Volkswagen ID.3, the brand's flagship electric vehicle, was created to meet the rising demand for such vehicles.
Global Expansion and Market Penetration:
Particularly in developing nations like China, VW continues to pursue an approach of worldwide expansion. The enormous potential of the Chinese market and the government's encouragement of EV adoption have driven VW's collaboration with regional producers. For instance, the partnership between Volkswagen and SAIC Motor resulted in the formation of an independent joint venture specialising in electric mobility, giving VW a considerable competitive advantage in China's electric car industry.
Digital Transformation and Customer Experience Enhancement:
The strategy adopted by VW places a strong emphasis on digital transformation to improve the customer experience and operational efficiency. Therefore, to meet shifting consumer expectations, the corporation made investments in digital services, autonomous driving, and connectivity. Customers can access a variety of digital services through the "Volkswagen We" ecosystem, including integrated navigation and remote vehicle control.
Sustainability and ESG (Environmental, Social, and Governance) Goals:
Sustainability has been included in VW's business strategy in response to growing investor demand for sustainable practices and environmental awareness. The business has pledged to achieve carbon neutrality by 2050 and is working to lower its carbon footprint throughout its value chain. The plan calls for investment in sustainable materials, renewable energy sources, and circular economy techniques.
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	Strengths
	Weakness

	Strong Brand Image
Volkswagen has a good and strong brand image in the competitive landscape in the UK for producing the high-quality vehicles. Volkswagen is officially the UK’s best-selling new car brand for the second year running, as confirmed by figures released by the Society of Motor Manufacturers and Traders (SMMT). Despite the "diesel gate" scandal in the year 2015, the vision of this company has remained strong in the market (Keating, 2020). Therefore, in the year 2020, Volkswagen ranked as the most valuable brand in the World by Inter brand. 
Diverse product portfolio
Volkswagen offers a wide range of vehicles involve SUVs, Sedans and many other luxury vehicles. Maintaining this diversity allows this company to cater to different types of customer segments and adapt to change the market (Merwitz, 2020). However, in recent years Volkswagen has been able to expand its electric vehicle models called ID.3 and ID.4 which also have received positive reviews and have a great contribution to the growth of the company. 
	Over-dependence on the European market
Volkswagen is dependent on the European market for their sales which also makes the company vulnerable for their sales. Therefore, the changes in the regulatory act have also had a great impact on the business operation of Volkswagen. However, in the year 2020, Europe accounted for around 60% of Volkswagen in their sales of total vehicles (Máté, 2022). This decline in car sales in Europe has an important impact due to the Covid-19 pandemic situation. 
Reputation damage
The "Diesel Gate" scandal in the year 2015 where Volkswagen was found to have manipulated emission tests damaged the company's reputation significantly. Volkswagen had to pay billions of dollars as fines and compensation to the affected customers. 

	Opportunities
	Threats

	Electric vehicle market growth
The global shift of vehicles towards electric vehicles presents a significant opportunity for Volkswagen. This company has invested a good amount of money in introducing their electric model cars. As evidence, in the year 2020, this company was able to introduce more than 231,000 electric vehicles in the market.
Emerging markets
Expanding the business operation of Volkswagen into emerging markets such as India, China and many other countries can provide them with various opportunities. However, to expand its business market Volkswagen has invested in production facilities and a great partnership in China. 
	Intense competition in the competitive business landscape
The automotive industry of vehicle is highly competitive with various global and local players. Volkswagen faces intense competition in running its business successfully in the market (Santiago Vaquerizo, 2020).
Severe changes in regulatory
Various emissions regulations and changes in the government policies can have a great impact on the business operation of Volkswagen. Compliance with these regulations needs some significant investments in research and development. 



Discussion
In conclusion, it is proved that the strong brand image of Volkswagen, its diverse product portfolio and its focus on electric vehicles can able to provide various growth opportunities. However, this company needs to address their weaknesses such as reliability on the European market. Lastly, Volkswagen should put more effort into rebuilding its brand reputation positively in the market.  
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The industrial five-force model was introduced and developed by Michael Porter. It is a complete structural framework for analysing the competitive forces that help to shape an industrial structure and profitability. Applying this model in the business operation of Volkswagen helps to understand the competitive business environment of this company effectively (CFI team member, 2023). 
The threat of new entrants
The automotive industry has high entry barriers for competitors due to the significant needs of capital, the establishment of the brands and the economies of scale. The strong market presence of Volkswagen and the R&D investments act as deterrents for potential new entrants. So here, the threat of the new entrants is quite low. 
The bargaining power of the suppliers
The large scale of Volkswagen and its global reach allows them to exert important leverage over the suppliers which also leads to cost control and innovative partnerships. Here the bargaining power of the suppliers is high and the concentration and dependency on the suppliers often pose some risks and challenges to the company. 
Bargaining power of the customers
Individual customers have bargaining power whenever they are ready to buy something from any store. However, here while buying the cars of Volkswagen the bargaining power of the customers is limited and low due to the necessity of their vehicles. Furthermore, the government agencies can exert more influence on the business operation of Volkswagen. This dynamic pushes this company can able to maintain competitive pricing and product differentiation (Adamkasi, 2019). 
The threat of substitute product
The threat of substitutes has grown with the rise of alternative fuel prices and the rise of electric costs. The response of Volkswagen like their expansion into the electric vehicles has aimed to mitigate their challenges and adapt to change as per the preferences of their customers (Ding, 2023). Therefore, maintaining the sustainability approaches in the business makes Volkswagen unique from the other brands in the market. 
The intensity of the competitive rivalry
The automotive industry is highly competitive with various global players as well as some regional players. Volkswagen faces intense and high rivalry from the various top companies in the world like Toyota, General Motors and many others. Product differentiation, quality and innovation play a crucial role in sustaining the business of Volkswagen in the competitive landscape. 
Discussion
Overall, Volkswagen operates an industry that is characterised by a strong barrier to entry, a mix of supplier dynamics, the influences of buyers, customer choice and preferences and many others. The strategic focus of the company on innovation, and sustainability helps it to make a presence itself globally. However, the evolving landscape of electrical vehicles and changes in consumer preferences underscore the need for continuous adaption to maintain the competitive edge. 
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Emphasising sustainability in making corporate strategy  
The authority of Volkswagen is recommended to keep more focus on emphasising sustainability approaches as the core aspects of the business strategy. In this context, the management needs to make some attainable business objectives related to economic, ecological and social factors. Aligning these factors to the business objectives can provide more leverage to the organisation in gaining competitive advantages among the same other organisations. The business will be able to become more sustainable when it can fulfil the public and social interests as well in its business operations (Elemure et al., 2023). 
Decreasing the environmental impacts 
The management of Volkswagen also suggested keeping more focus on reducing the harmful impacts of emissions on the air, water and soil. In this context, if the organisation thinks to invest more in making EV infrastructure and electrification process in producing the cars can be able to ensure sustainable approaches. Adequate investments in EV technology advanced charging infrastructure and the development of batteries can help the organisation to ensure cleaner transportation in the future business process (Kuzior et al., 2022).
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This above-written report has aimed to discuss various strategic business ideas and different types of business approaches of the company Volkswagen. A brief company background of Volkswagen has been elaborated in the above-mentioned context. Then, a PESTLE analysis has been conducted effectively which also reflects the business strategies of Volkswagen in the past five years. Therefore, a SWOT analysis has been illustrated here through which the extension of the company named Volkswagen can be demonstrated. Furthermore, the five forces analysis of the business operation of Volkswagen has been explained properly. Lastly, some effective recommendations have been described in this above text and by maintaining them Volkswagen can able to implement various sustainability practices into their business. 
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