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[bookmark: _Toc143445849]Case study overview
The Volkswagen (VW) case study revolves around the "dieselgate" scandal, which erupted in 2015 and involved the installation of emissions cheating devices in VW vehicles. The scandal had far-reaching consequences, leading to litigation in several countries and significant financial implications for the company. VW faced legal actions from thousands of drivers in England and Wales, resulting in a settlement of £193 million. 
By delving into the VW case study, we gain insights into the challenges faced by the company, its efforts to rebuild trust, and its transition towards sustainable mobility. Understanding VW's strategic decisions and their alignment with sustainability provides valuable lessons for organizations navigating the complex landscape of environmental responsibility and competitiveness.
[bookmark: _Toc143445850]5 Business strategies used by VW.
1. Emissions Scandal Response: Following the "dieselgate" scandal in 2015, where VW admitted to installing emissions cheating devices in their vehicles, the company has focused on managing the fallout and rebuilding trust. They have allocated significant resources to address legal actions, pay fines, compensate affected customers, and implement buyback schemes. This strategy aims to mitigate the reputational damage caused by the scandal (Zhang et al., 2021).

2. Sustainability and Electric Vehicles (EVs): VW has increasingly emphasized sustainability and the transition to electric mobility. The company has made significant investments in the development and production of electric vehicles, such as the ID.3 and ID.4 models. This strategy aligns with the growing demand for eco-friendly transportation and stricter emissions regulations worldwide.

3. Digitalization and Connectivity: VW has recognized the importance of digitalization and connectivity in the automotive industry. The company has focused on integrating advanced technologies into their vehicles, such as infotainment systems, advanced driver assistance systems (ADAS), and connectivity features. This strategy aims to enhance the overall driving experience and meet the evolving consumer expectations for connected cars.

4. Market Expansion: VW has pursued strategies to expand its market presence, particularly in emerging markets like China. The company has established joint ventures and production facilities to tap into the growing demand for automobiles in these regions. By targeting high-growth markets, VW aims to increase sales and revenue streams(Holtbrügge & Conrad, 2020).

5. Brand Diversification: VW has diversified its brand portfolio to cater to different customer segments and market niches. The company owns various brands, including Audi, Seat, Skoda, Porsche, and others, each targeting specific market segments. This strategy allows VW to leverage different brand images, price points, and product offerings to capture a wider customer base.




Now, let's discuss the reasons behind these strategies using relevant frameworks:
Reputation Management (Strategic Response): VW's focus on resolving the emissions scandal and rebuilding trust can be attributed to the need for reputation management. By allocating resources towards legal settlements, compensations, and public apologies, VW aims to regain customer confidence and repair its damaged brand image.
Environmental and Regulatory Factors (Sustainability and EVs): The emphasis on sustainability and the shift towards electric vehicles align with global trends and regulatory requirements. Stricter emissions standards and increasing environmental concerns have pushed VW to invest in EV technology and develop eco-friendly solutions to meet consumer demands and comply with regulations (Bouzzine & Lueg, 2020).
Technological Advancements and Consumer Expectations (Digitalization and Connectivity): The integration of digital and connectivity features in VW's vehicles is driven by technological advancements and changing consumer expectations. With increased connectivity, consumers expect seamless integration with smartphones, access to advanced features, and personalized experiences. VW's strategy reflects the need to stay competitive and meet these evolving demands.
Growth Opportunities (Market Expansion): VW's focus on emerging markets like China stems from the potential for high growth and increased vehicle demand in these regions. By establishing local production facilities and joint ventures, VW can capitalize on the market opportunities presented by expanding middle-class populations and increasing urbanization in these markets.
Portfolio Optimization and Market Segmentation (Brand Diversification): VW's brand diversification strategy allows the company to target specific market segments with tailored products and brand identities. By offering different brands at various price points, VW can effectively cater to the diverse needs and preferences of customers, ultimately maximizing market share and revenue (Stieglitz et al., 2019).
[bookmark: _Toc143445851]Resources and capabilities of VW over the past five years.
· Financial Resources: VW has substantial financial resources that have allowed the company to address the consequences of the emissions scandal. The payment of over €30 billion in fines, compensation, civil settlements, and buyback schemes demonstrates the company's financial capability to manage the fallout from the scandal and fulfill its legal obligations (Jong & van der Linde, 2022).
Alignment with Strategy: The allocation of significant financial resources towards addressing the emissions scandal aligns with the strategy of rebuilding trust and managing reputation. By committing substantial funds to settlements and compensations, VW demonstrates its willingness to rectify the situation and rebuild customer confidence.

· Technological Expertise: VW possesses significant technological expertise in various areas of automobile manufacturing. This includes expertise in combustion engines, electric vehicle technology, connectivity, and advanced driver assistance systems (ADAS). The company's technological capabilities enable it to develop and produce vehicles that meet market demands and regulatory requirements.
Alignment with Strategy: VW's emphasis on sustainability, electric vehicles, digitalization, and connectivity aligns with its technological expertise. The company's capabilities in electric vehicle technology and connectivity support the strategy of transitioning to sustainable mobility and meeting consumer expectations for advanced features and connected cars.
· Brand Portfolio: VW owns multiple brands, including Volkswagen, Audi, Seat, Skoda, Porsche, and others. Each brand has its own unique positioning, target market, and product offerings. The diverse brand portfolio allows VW to address various market segments and cater to different customer preferences.
Alignment with Strategy: The brand diversification strategy aligns with VW's aim to capture a wider customer base and maximize market share. By leveraging different brands and their associated resources and capabilities, VW can effectively target specific market segments and meet the diverse needs and preferences of customers.
· Production Facilities and Supply Chain: VW operates a global network of production facilities and has an established supply chain. The company's manufacturing capabilities and supply chain management allow it to efficiently produce and distribute vehicles worldwide (Turna, 2022).
Alignment with Strategy: VW's global production facilities and efficient supply chain support its market expansion strategy. The company's ability to establish local production facilities in emerging markets like China enables it to tap into high-growth markets and meet local demand effectively.
· Research and Development (R&D): VW invests heavily in research and development to drive innovation and advance its product offerings. The company's R&D capabilities contribute to the development of new technologies, vehicle platforms, and sustainable mobility solutions.
Alignment with Strategy: VW's investments in R&D align with its focus on sustainability, electric vehicles, and technological advancements. The company's R&D efforts enable it to develop and improve electric vehicle technology, enhance connectivity features, and meet evolving consumer expectations.
Overall, VW has aligned its resources and capabilities to its current business strategies to a significant extent. The company's financial resources, technological expertise, brand portfolio, production facilities, and R&D investments support the strategies of rebuilding trust after the emissions scandal, transitioning to sustainable mobility, embracing digitalization, expanding into new markets, and diversifying its product offerings (Mujkic & Klingner, 2019).
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Volkswagen (VW) has made efforts to become more competitive while also considering sustainability and the environment. Here are some key actions and evidence of VW's initiatives in this regard:
1. Electric Vehicle (EV) Strategy:
Investment in EVs: VW has committed significant investments in the development and production of electric vehicles. The company aims to become a leading player in the electric mobility market.
ID. Series: VW introduced the ID. series, which includes models like ID.3 and ID.4. These vehicles are fully electric and designed to offer sustainable mobility solutions.
Expansion of EV Portfolio: VW has announced plans to expand its electric vehicle portfolio by introducing more electric models across various segments and brands.
Evidence: These actions demonstrate VW's commitment to transitioning to sustainable mobility and reducing its reliance on combustion engines. The investments in EV technology and the introduction of the ID. series highlight the company's efforts to offer competitive electric vehicles in the market (Tidwell, 2022).

2. Sustainability Targets and Initiatives:
Carbon Neutrality: VW has set a goal to become carbon neutral by 2050. The company aims to reduce its carbon footprint across its entire value chain, including production, vehicles, and supply chain.
Green Production: VW is implementing measures to make its production processes more environmentally friendly. This includes increasing the use of renewable energy sources and improving energy efficiency in its manufacturing facilities.
Recycling and Circular Economy: VW has focused on increasing the use of recycled materials and adopting circular economy principles in its vehicle production. The company aims to reduce waste and promote the sustainable use of resources.
Evidence: VW's commitment to carbon neutrality and green production showcases its efforts to align competitiveness with sustainability. By setting ambitious targets and implementing sustainable practices in production, VW aims to improve its environmental performance while remaining competitive in the automotive industry (Tidwell, 2022).

3. Charging Infrastructure and Partnerships:
Charging Network: VW has been investing in the development of charging infrastructure to support the widespread adoption of electric vehicles. The company is working on expanding its charging network globally, including partnerships with charging providers and investments in charging infrastructure projects.
Collaboration and Alliances: VW has formed alliances and partnerships with various stakeholders, including energy companies, governments, and technology providers, to promote the development of charging infrastructure and support the growth of the electric vehicle ecosystem.
Evidence: VW's investments in charging infrastructure and collaborations indicate its efforts to address the infrastructure challenges associated with electric mobility. By actively participating in the development of the charging network, VW aims to create a supportive ecosystem for electric vehicles, which contributes to its competitiveness in the market.

4. Environmental Performance and Reporting:
Sustainability Reports: VW publishes annual sustainability reports that outline its environmental performance and progress toward sustainability goals. These reports provide transparency and accountability in its sustainability efforts.
Compliance with Regulations: VW has taken steps to ensure compliance with environmental regulations and standards globally, which includes meeting emission targets and actively engaging in dialogues with regulators and stakeholders.
Evidence: By reporting on its environmental performance and compliance with regulations, VW demonstrates its commitment to sustainability and showcases its efforts to align competitiveness with environmental responsibility (Florio & Sproviero, 2020).

These actions and initiatives taken by VW illustrate the company's efforts to become more competitive while considering sustainability and the environment. From investing in electric vehicles, setting sustainability targets, and improving its environmental performance to expanding the charging infrastructure and promoting circular economy practices, VW aims to position itself as a competitive player in the sustainable mobility sector.
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To develop competitive advantages in the future, Volkswagen (VW) can further enhance its sustainability practices. Here are some recommendations:

1. Strengthen Electric Vehicle Leadership: 
· Expand Electric Vehicle (EV) Portfolio: VW can continue to invest in research and development to expand its EV portfolio across different vehicle segments. By offering a wide range of electric models with competitive features and prices, VW can attract a broader customer base.
· Improve Battery Technology: Investing in the development of advanced battery technologies, such as solid-state batteries, can provide VW with a competitive edge. Enhanced battery performance, including longer range and faster charging, will improve the overall appeal of VW's electric vehicles.
· Charging Infrastructure Integration: Collaborate with governments, energy companies, and other stakeholders to accelerate the development of a robust and seamless charging infrastructure. VW can focus on integrating charging solutions into its vehicle offerings, providing convenience and peace of mind to customers (Mastrangeli, 2020).
2. Embrace Sustainable Materials and Design:
· Increase the Use of Sustainable Materials: VW can further incorporate sustainable materials, such as recycled plastics, bio-based materials, and responsibly sourced components, into its vehicle production. This can help reduce the environmental impact of manufacturing and enhance the sustainability credentials of its vehicles.
· Design for Sustainability: Integrate sustainable design principles, including lightweight construction and aerodynamics, to improve energy efficiency and reduce emissions. By optimizing vehicle design for sustainability, VW can improve fuel efficiency and range for its combustion engine vehicles while maintaining competitive performance.
3. Circular Economy and End-of-Life Management:
· Implement Circular Economy Practices: VW can adopt circular economy principles to minimize waste, maximize resource efficiency, and promote recycling and reuse. Designing vehicles with easy disassembly and recyclability in mind can enable VW to recover valuable materials and reduce the environmental footprint associated with vehicle end-of-life (Mastrangeli, 2020).
· Enhance Recycling Programs: Develop robust recycling programs for end-of-life vehicles and batteries. Establish partnerships with recycling companies to ensure proper disposal and recycling of materials, including rare earth elements from batteries.
4. Focus on Digitalization and Connectivity:
· Enhanced Connectivity Features: Continue to invest in advanced connectivity features, such as vehicle-to-vehicle communication and intelligent infotainment systems. Offering seamless connectivity and smart features will enhance the overall customer experience and differentiate VW's vehicles in the market.
· Data-driven Sustainability Initiatives: Leverage data collected from connected vehicles to optimize driving patterns, reduce energy consumption, and improve operational efficiency. VW can use advanced analytics and artificial intelligence to identify areas for improvement in vehicle performance and sustainability (Grange et al., 2020).
5. Collaborate with Stakeholders:
· Partnership with Renewable Energy Providers: Strengthen collaborations with renewable energy providers to ensure a clean energy supply for production facilities and charging infrastructure. This will help VW reduce its carbon footprint and enhance its sustainability image.
· Engage with Governments and Policy-Makers: Actively engage with governments and policy-makers to shape regulations and standards that support sustainable mobility. Participating in policy discussions and providing input based on VW's expertise can influence favorable policies and regulations (Grange et al., 2020).
By implementing these recommendations, VW can further develop its competitive advantages in the future. By strengthening its position in the electric vehicle market, embracing sustainable materials and design, adopting circular economy practices, focusing on digitalization and connectivity, and collaborating with stakeholders, VW can differentiate itself as a leader in sustainable mobility and attract environmentally conscious customers while remaining competitive in the automotive industry.
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In conclusion, Volkswagen (VW) has faced significant challenges and reputational damage due to the "dieselgate" scandal. However, the company has taken steps to rebuild trust and align its business strategies with sustainability and environmental considerations. VW has made substantial investments in electric vehicles, set ambitious sustainability targets, improved its environmental performance, and expanded charging infrastructure. These actions demonstrate VW's commitment to transitioning to sustainable mobility and reducing its carbon footprint (Bran et al., 2019).
To further develop competitive advantages in the future, VW can continue strengthening its electric vehicle leadership by expanding its EV portfolio, improving battery technology, and integrating charging infrastructure solutions. Embracing sustainable materials and design practices, implementing circular economy principles, and focusing on digitalization and connectivity can also enhance VW's sustainability credentials and differentiate its vehicles in the market. Collaborating with stakeholders, including renewable energy providers and governments, can further support VW's sustainability efforts.
By effectively implementing these recommendations, VW can position itself as a leader in sustainable mobility, attract environmentally conscious customers, and maintain its competitiveness in the automotive industry. The ongoing commitment to sustainability practices will not only help VW address environmental challenges but also contribute to its long-term success and resilience in an evolving market.
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Strengths:
· Strong Brand Image: Volkswagen has a well-established and recognized brand globally, known for its quality and engineering excellence.
· Diversified Product Portfolio: VW offers a wide range of vehicles across different segments and brands, catering to various customer preferences and needs.
· Extensive Global Presence: The company has a strong global footprint with manufacturing facilities, sales networks, and brand recognition in multiple countries.
· Technological Expertise: VW has a history of innovation and technological advancements, particularly in areas like electric vehicles and autonomous driving.
Weaknesses:
· Reputational Damage: The "dieselgate" scandal has severely damaged VW's reputation, leading to a loss of trust among customers and stakeholders.
· Dependence on Combustion Engines: VW has been slower than some competitors in transitioning to electric vehicles, which may impact its ability to meet stricter emissions regulations and shifting market demands.
· Cost Structure and Efficiency: The company faces challenges in improving cost efficiency and streamlining operations to enhance profitability.
Opportunities:
· Electric Vehicle Market Growth: The increasing demand for electric vehicles presents an opportunity for VW to expand its presence in the EV market and capitalize on the shift towards sustainable mobility.
· Sustainability and Environmental Consciousness: VW can leverage its sustainability initiatives and environmentally friendly practices to attract eco-conscious customers and differentiate its brand.
· Emerging Markets: Growing automotive markets in regions like Asia and Latin America offer opportunities for VW to expand its customer base and increase sales.
Threats:
· Intense Competition: The automotive industry is highly competitive, with established players and new entrants vying for market share, which poses a threat to VW's market position.
· Regulatory Changes: Stricter emissions regulations and government policies aimed at reducing pollution can pose challenges for VW in terms of compliance and adapting its product offerings.
· Technological Disruption: Rapid advancements in autonomous driving technology and mobility solutions could disrupt the traditional automotive business model and require significant investments to stay competitive.
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Political Factors:
· Government Regulations: Stringent regulations on emissions, safety standards, and fuel efficiency impact VW's operations and require compliance.
· Trade Policies: Changes in trade policies, tariffs, and trade agreements can influence VW's international operations and market access.
Economic Factors:
· Economic Conditions: The overall economic climate, including GDP growth, inflation, and interest rates, affects consumer purchasing power and demand for vehicles.
· Exchange Rates: Fluctuations in currency exchange rates can impact VW's profitability, especially as it operates in multiple countries.
Social Factors:
· Changing Consumer Preferences: Evolving societal trends, such as increased demand for sustainable and eco-friendly vehicles, influence customer choices and demand patterns.
· Demographic Shifts: Factors like population growth, urbanization, and changing demographics impact VW's target markets and customer segments.
Technological Factors:
· Technological Advancements: Rapid advancements in electric vehicles, autonomous driving, connectivity, and digitalization present both opportunities and challenges for VW.
· Research and Development: Continuous investment in R&D is crucial for VW to stay competitive and develop innovative technologies and features.
Environmental Factors:
· Environmental Regulations: Stricter regulations on emissions and sustainability practices drive VW's focus on reducing environmental impact and developing cleaner technologies.
· Climate Change and Sustainability: Growing awareness of climate change and the need for sustainable practices present opportunities for VW to develop eco-friendly vehicles and sustainable manufacturing processes.
Legal Factors:
· Legal Compliance: VW must adhere to various laws and regulations related to emissions, safety, labor, and intellectual property rights.
· Product Liability: Legal issues related to product defects, recalls, and consumer safety can impact VW's reputation and financial performance.
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Competitive Rivalry: The automotive industry is highly competitive, with numerous global and local competitors. VW faces intense rivalry from other major automakers, such as Toyota, General Motors, and Ford. Competitors' strategies, product offerings, pricing, and marketing efforts impact VW's market share and profitability.
Threat of New Entrants: The automotive industry has high entry barriers due to factors such as significant capital investment, economies of scale, established distribution networks, and stringent regulatory requirements. However, the emergence of new electric vehicle manufacturers and technological advancements could lower some barriers, increasing the threat of new entrants.
Threat of Substitutes: Substitutes to traditional vehicles, such as public transportation, cycling, and ride-sharing services, pose a threat to VW's market share. Increasing environmental concerns and government initiatives to promote alternative transportation options could further enhance the threat of substitutes.
Bargaining Power of Buyers: Buyers in the automotive industry, including individual consumers and fleet buyers, have a relatively high bargaining power due to the availability of various options and the ease of comparing prices and features. Buyers' price sensitivity and demand for quality, innovation, and fuel efficiency can influence VW's pricing strategies and product development efforts.
Bargaining Power of Suppliers: Suppliers of key components, such as engines, electronics, and raw materials, hold some bargaining power due to their specialized expertise and the importance of their inputs. However, the global scale of VW's operations and its relationships with multiple suppliers give the company some leverage to negotiate favorable terms and pricing.
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