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Volkswagen’s Case Study
Introduction 
The case study describes an incident where Volkswagen was forced to apologise and compensate more than 90,000 drivers around the world for manufacturing and delivering vehicles fitted with emission cheating device (Case Study). The “defeating device” meant that VW cars were certified as compliant to European Union’s regulations regarding pollution when they were emitting up to 40 times more than the legally allowed threshold. The scandal erupted when the investigators found that the company had installed a device that depicts lower emission rates during tests but allowed higher carbon emissions when the vehicles were on the roads. The company had to pay £193m to more than 90,000 drivers in England and Wales after it settled a High Court claim over the cheating devices in its vehicles (Case Study). The German carmaker also apologized to other customers around the world, paying more than €30bn (£26bn) worldwide in compensation (Case Study). The company has been working significantly to repair the broken trust through apologies and promising to be more transparent in its future operations.
Key Business Strategies of VW over the Past Five Years
The key business strategies of Volkswagen over the past five years include software development, EV development, connected services, and mobility as a service (MaaS). Volkswagen has focused on developing its electronic vehicles and expanding its market share as the world moves rapidly towards adopting electronic vehicles as the primary means of transportation (Allam et al., 2020). Volkswagen is one of the leading automobile manufacturers in the world. The company has a wide variety of vehicles under different models, including Audi, Skoda, Seat, Cupra, Audi, Lamborghini, Bentley, Porsche, and Ducati (Volkswagen Annual Report, 2023). Volkswagen’s electric vehicle models currently make up about 25% of the market. It is the company’s primary goal to surpass about 50% mark by 2025 in the electric vehicle industry (Teck et al., 2020). Volkswagen is confident of achieving the goal given its current growth rate in the EV industry.
Another key strategy that Volkswagen has been pursuing over the last five years is software development. As the industry moves towards electric vehicles, Volkswagen is positioning itself as the key developer of batteries and software used in the development of autonomous and electric vehicles (Dathe et al., 2022). The company has invested heavily in the development software that will be used in supporting both autonomous and electric vehicles. Volkswagen describes software development as the key to its future (Allam et al., 2020). Volkswagen is focused on developing smart software for all its vehicle models. This will support the company’s growth towards developing vehicles that are aligned to future needs. Volkswagen’s approach is also based on the company’s focus on developing disruptive software that will pave away into new markets around the world (Jacobs & Kalbers, 2019). The company’s survival depends on its ability to develop innovative vehicles that meet future needs. 
Volkswagen is still keen on diversifying its product portfolio to meet various needs in the market. Diversification has been the company’s most prominent strategy given its wide variety of vehicle models (Allam et al., 2020). Volkswagen believes in providing vehicles for nearly every class of consumers. Its product portfolio includes vehicles for the low, middle, and upper-income groups (Volkswagen Annual Report, 2023). Those who are unable to afford Lamborghini, for instance, can purchase other models such as Volkswagen Passat, Tiguan, or Seat (Volkswagen Annual Report, 2023). The company is also developing commercial vehicles such as Scania to meet the needs of business groups, especially heavy transport needs. Volkswagen’s diversification strategy is also designed to meet the needs of consumers in various markets (Volkswagen Annual Report, 2023). The company develops vehicles for both developed and developing markets around the world. The diversification strategy has been a significant aspect of Volkswagen’s significant growth over the years.
The company has also been working on various strategies to improve its corporate image, especially after the emissions cheating device significantly damaged its reputation. After apologizing and compensating its customers for the damages caused by the “defeating device”, the company has embarked on repairing the broken trust by being more transparent in its operations (Volkswagen Annual Report, 2023). The company also transformed its business culture by prioritizing transparency in the key aspects of its operations, including the design and production of its vehicles (Jacobs & Kalbers, 2019). The company has also invested significantly in marketing to inform customers about the various efforts being made to improve its services (Allam et al., 2020). Volkswagen’s efforts may reduce chances of losing its customers to other competitors in the market.
Resources and Capabilities over the Past Five Years
Volkswagen’s resources and capabilities are the core aspects of its current and future business success. The company’s resources and capabilities include strong capital to support its research and development, production, marketing, and distribution of its vehicles (Jacobs & Kalbers, 2019). The company’s resources reported in the balance sheet include property, plant and equipment, intangible assets, lease assets, and tangible assets (Volkswagen Annual Report, 2023). Property includes the manufacturing plant and warehouses where the company stores its products. Volkswagen has manufacturing plant in Wolfsburg, Germany, where its manufacturers most products (Allam et al., 2020). Wolfsburg is the company’s headquarters and has been very instrumental in its historic growth. Volkswagen has also established showrooms around the world to support its operations (Volkswagen Annual Report, 2023). The warehouses and showrooms assist the company to provide stable supply of its products in various markets around the world.
The strong financial capacity assists Volkswagen to expand its production and market its products around the world. In the 2021 fiscal year, the automotive division accounted for about 15.6 billion euros in expenditures (Volkswagen Annual Report, 2023). The cost included the company’s current investments in the electric vehicles to improve its market share around the world. Marketing alone accounted for about $2.3 billion US dollars in the 2021 fiscal year (Volkswagen Annual Report, 2023). The strong financial capacity enables the company to scale its production to meet market demands. The growing demands in the electric vehicle division has seen the company channeling more financial resources to meet the market needs (Volkswagen Annual Report, 2023). The company accounts for about 25% supply of the electric vehicles around the world. The company generated about EUR 250.2 billion in 2021, making it one of the largest automobile manufacturers in the world (Volkswagen Annual Report, 2023). The strong financial capacity also protects the company against loans that would make its stock less competitive in the market.
The company’s intangible assets include software and skills needed to develop innovative products. The company’s software is described as a key driver to its future success. In 2021, Volkswagen spent more than EUR 15.6 billion in research and development (Volkswagen Annual Report, 2023). This enables the company to develop some of the most innovative software to support its autonomous and electric vehicle models. The company’s future goals include developing an innovative software for each of its vehicle models (Miglietta et al., 2021). The unique software also enables the company to differentiate its products from the rest in the market, making competition less destructive on its revenue growth. The company has also established a strong engineering capability enables the company to develop innovative software that are not only competitive, but also focused on meeting future needs (Veldman, 2019). Volkswagen is primarily focused on using its strong engineering capability to become the leading manufacturer of electric and autonomous vehicles in the world (Volkswagen Annual Report, 2023). The company has also invested heavily on the connected services and mobility as a service (MaaS) platforms to improve the performance of its products.
The company has strongly aligned its intangible assets such as software development and engineering to support its current business strategy. The company is transforming from the past fossil fueled cars into the future’s electric and autonomous cars (Jacobs & Kalbers, 2019). The autonomous vehicles will enable the company to meet the growing need for automobiles that can operate without human input (Teck et al., 2020). The current strategy focuses on environmental sustainability and autonomy. This is a significant stet from the fossil fueled cars whose environmental impact has been catastrophic. The company destroyed its reputation by developing a device that cheated regulators about low emissions when its actual emission level was 40 times higher than the recommended levels (Allam et al., 2020). The company is focusing on electric vehicles whose environmental impact is less destructive than the fossil fueled vehicles. According to Veldman (2019), fossil fuels cut carbon emissions by more than 40% to 60%, making them very effective in reducing pollution and climate change. Electric vehicles do not emit carbon compounds, but the electric energy is often powered from the fossil-fueled sources such as coal.


Evidence of How Volkswagen has tried to become more Competitive and Sustainable
Volkswagen has been working towards being competitive and less destructive to the environment by transforming its production. Volkswagen is determined to become the global market leader in e-mobility and is investing a total of EUR 35 billion in it by 2025 (Volkswagen Annual Report, 2023). In 2020, Volkswagen delivered 231,600 fully electric vehicles, more than 300 percent higher than 2019. The company also delivered a total of 190,500 plug-in hybrids (PHEVs) whose popularity is rising quickly (Volkswagen Annual Report, 2023). The PHEVs production and delivery increased by more than 175% in 2020 compared to 2019 (Volkswagen Annual Report, 2023). The massive production of fully electric vehicles and PHEVs indicates the company’s strong commitment to sustainability. Volkswagen describes climate change as the greatest threat of this generation. Volkswagen is committed to increasing its production by more than 70% by 2025 to meet its goal of becoming a global leader in e-mobility.
By September 2021, the company had delivered more than 293,100 BEVs worldwide, more than 60,000 from the number delivered in 2020 (Volkswagen Annual Report, 2023). The company also delivered a total of 246,000 PHEVs, about 133% increase from the delivery in 2020 (Volkswagen Annual Report, 2023). By 2030, the company plans to introduce 70 fully electric models, more than 20 are already under the company’s production timeline. The company also plans to introduce more than 60 brands of PHEVs, a significant achievement from its previous productivity (Volkswagen Annual Report, 2023). The company describes Modular Electric Drive Matrix (MEB) as the economic backbone of its future growth. The current strategies will assist Volkswagen to become not just profitable but also sustainable in the industry (Shen et al., 2020). The company is also focusing on developing software that will support smooth transition to the electric models. Volkswagen’s offensive approach will enable the company to accelerate its efforts towards achieving zero emissions.
Volkswagen is also known for its remarkable quality of service before and after sales. This is one of the company’s main sources of its competitive advantage. The company retains its customers by satisfying their needs using precise feedback and resolutions to their needs (Volkswagen Annual Report, 2023). The after sales services enables the company to respond to challenges they may face while using the vehicle. The after sales services enables customers to maintain good relationship with the company, often referring their colleagues to purchase from the company (Teck et al., 2020). The company also relies on the after sales services to ensure their customers are safe and less exposed to various challenges.
The company is focused not just on climate-friendly production, but also assuming the responsibility for its suppliers. Volkswagen has developed sustainability ratings that suppliers have to meet before developing partnership (Jacobs & Kalbers, 2019). The comprehensive transparency system enables the company to identify other risks along the supply chain. For instance, if there are suppliers who are unable to meet the sustainability requirements in their production, the company can identify them quickly and remove them from the list of suppliers (Wissuwa & Durach, 2021). This enables the company to meet the needs of its stakeholders and avoid challenges that can impact negatively on its relationship with the regulators (Conrad & Holtbrügge, 2021). Volkswagen relies on transparency to enhance efficiency in its supply chain. The company is focused on eliminating potential barriers that can reduce its momentum towards meeting future needs, especially the 2030 sustainability goals.
Volkswagen is also focused on continuously improving its workforce policies to avoid similar challenges that contributed to the emissions scandal. At the height of the scandal, the company found that the defeating device was installed by its employees without the knowledge of the top executives. Although the company terminated the services of the employees, it has been working towards creating a workforce that is more transparent and focused on meetings its goals (Volkswagen Annual Report, 2023). The company has significantly transformed its workplace culture to remove potential challenges, including excessive pressure which may force its employees to use shortcuts to achieve its goals (Wissuwa & Durach, 2021). The company has developed a training program that enables new employees to learn the company’s culture and align their ambitions with the company’s strategic goals. The training programs also focuses on diversity to improve the effectiveness of the workforce. Volkswagen is determined to eliminate potential challenges that may emerge from its workforce.
Recommendations on further Sustainability Practices
Volkswagen can become more sustainable and competitive by avoiding energy consumption, using renewable energies, and compensating unavoidable emissions. The company has made significant efforts towards reducing its energy consumption in its industries around the world. The Volkswagen is focusing on increasing its energy efficiency by reducing emissions in its factories (Jacobs & Kalbers, 2019). The company has already installed solar panels and wind energy to reduce the consumption of fossil fuels from its factories. In its Audi’s all-electric production plant, Volkswagen has already installed photovoltaic system with a total area of 107,000 square meters on the plant’s rooftop (Volkswagen Annual Report, 2023). The company’s aim is to provide all European locations with 100 percent of their power from renewable energy by 2023. More than 95% of this goal has already been achieved (Volkswagen Annual Report, 2023). The remaining five percent will be achieved over the next eight years. Volkswagen has also invested significant resources in transforming its vehicles to make them less pollutant to the environment (Jacobs & Kalbers, 2019). For instance, Volkswagen is relying on its research and development team to develop vehicles that are fuel efficient to reduce the carbon footprints from its customers.
Volkswagen can compensate unavoidable emissions by increasing the supply of its ID. 3 electric vehicles and investing in other projects such as forestry around the world. Volkswagen has made significant investments in the development of ID. 3 vehicles. However, the company is facing significant challenges in supplying the product to customers due to high cost. Volkswagen can make the vehicles affordable to customers using trade-in options or reducing the price of its products. For instance, the company can provide its ID. 3 vehicles at significantly reduced prices (Volkswagen Annual Report, 2023). Developing partnership with the government can assist the company to lower the cost of production and provide its ID.3 at affordable rates. The company is also investing on other measures such as forestry to increase the absorption of carbon dioxide. Volkswagen has already made significant investments in forestry, including the establishment of a forest cover in Kalimantan on the island of Borneo, securing over 149,800 hectare of forest cover. 
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