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This essay aims to analyse Volkswagen (VW) and its competitive environment, focusing on key business strategies, resources and capabilities, sustainability efforts, and recommendations for future competitive advantages. In the follow, this study will be analysing the impact of the recent case in the environment on Volkswagen, a player of the automotive industry, with reference to ,,Dieselgate” scandal by utilizing environment analysis tools, such as SWOT and PESTLE and Industry Five Forces Models.


[bookmark: _Toc140567178]Overview of the company

Volkswagen (VW) is a renowned German automotive company that has established itself as a prominent player in the global automobile industry. With a rich history, VW has become synonymous with quality engineering, innovative design, and advanced technology (Volkswagen Group, 2021). The company is remarkable for its various cars, such as Audi, SEAT, ŠKODA, Bentley, Bugatti, Lamborghini, and Porsche. These brands, unitedly, address a wide spectrum of consumer requirements (Volkswagen Group, 2021). Apart from its automobile manufacturing endeavours, VW provides a range of financial services, which cover customer loans, insurance, lease options, and corporate vehicle oversight.
In 2022, Volkswagen Group sold 8.26 million motor vehicles worldwide, reflecting a seven percent decrease from the previous year's figure of just over 8.88 million (source: Volkswagen Group, 2023). This decline in deliveries highlights the challenges faced by the company, potentially influenced by various factors such as market dynamics, supply chain disruptions, and global economic conditions. Despite this decrease, Volkswagen remains committed to adapting and navigating the evolving automotive landscape, continuing to invest in new technologies and sustainable mobility solutions to regain momentum and drive future growth.
Volkswagen remains committed to sustainability and has set ambitious goals through its "Together Strategy 2025". As a component of this plan, the corporation intends to launch a minimum of 30 entirely electric automobiles and notably enhance its self-driving and battery technology competencies (Volkswagen Group, 2022). By focusing on sustainable mobility solutions, the company is actively contributing to the global transition towards a greener and more environmentally friendly transportation system.
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Volkswagen Group has defined five strategic modules that outline their vision of sustainable mobility for present and future generations. The strategy revolves around four target dimensions: excited customers, excellent employer, role model for environment, safety, and integrity, and competitive profitability. By consistently pursuing these objectives, the company aspires to exceed customer expectations, generate maximum customer benefit, and ensure flawless quality and an outstanding image. This commitment to customer satisfaction is evident in the strategic key performance indicators (KPIs) of conquest rate, loyalty, customer satisfaction, and quality (Dumitrescu & Scalera, 2012).

Each target dimension applies to the entire Group, although the specific strategic key performance indicators (KPIs) may vary based on the respective business models within the Group. While the KPIs for competitive profitability have been defined and standardized, the content of strategic KPIs in other target dimensions is still being determined as the Group strategy undergoes revision and detailed specification. The relevance and focus of the KPIs are continuously monitored and adjusted as needed. Non-financial strategic KPIs are reported in the "Corporate Governance Report" and "Sustainable Value Enhancement" sections of the Group's publications (Volkswagen Group, 2022).

To achieve sustainable success, Volkswagen recognizes the importance of skilled and dedicated employees. The objective of achieving an outstanding employer status seeks to foster employee satisfaction and drive by promoting equal opportunities, an appealing work setting, and progressive organizational approaches. Effective leadership and corporate culture hold vital importance in retaining key staff members and drawing in fresh skills. The strategic key performance indicators (KPIs) within this aspect encompass both the appeal of the organization internally and externally as an employer, alongside considerations of diversity.

The focus area of role model for environmental consciousness, safety, and ethical principles highlights Volkswagen's commitment to responsibility in environmental, safety, and societal matters. The company strives to continuously improve its carbon footprint, lower pollutant emissions, and ensure maximum product safety. Maintaining principles of honesty and openness constitute the fundamental elements of Volkswagen's aspiration to exemplify a contemporary and thriving corporate entity. The strategic key performance indicators within this domain encompass metrics such as the decarbonization index, fleet CO2 emissions, adherence to regulations, fostering a culture of transparent handling of errors, and upholding ethical principles.

Finally, strong financial performance is essential for Volkswagen Group to meet its obligations, provide appropriate dividends to equity holders, and increase the long-term value of shares. The strategic goals in this dimension centre are around operational excellence and establishing a standard of excellence for the sector. The implemented strategic key performance indicators are derived from data within the company's administrative records.

These strategic objectives and essential performance indicators shape Volkswagen Group's efforts towards sustainable growth, customer satisfaction, employee well-being, environmental responsibility, and financial performance.

In terms of competitive profitability, Volkswagen Group's key performance indicators (KPIs) demonstrate its commitment to meeting obligations and generating sustainable returns. As stated in the Annual Report for the year 2019, the projected key performance indicators (KPIs) for the year 2025 encompass metrics such as operational profit margin, research, and development expenditure proportion, capital expenditure to revenue ratio, net cash inflow, distribution ratio, net financial position, and return on capital employed.

Volkswagen Group's strategic objectives are supported by short and long-term goals reflected in these KPIs. For instance, delivery to customers determines the company's competitive position, while the quality of its brand portfolio and tailored mobility vehicles contribute to long-term success. The company also considers demand, individual preferences, and market structure analysis when making pricing decisions to maximize sales volume and ensure affordability (Advances in Economics, Business and Management Research, 2023).

By aligning its strategic objectives with these managerial economics principles, Volkswagen Group aims to enhance customer satisfaction, lead in environmental sustainability, foster an excellent work environment, and achieve competitive profitability. These objectives guide decision-making processes, ensuring the company's products and services align with customer needs and preferences while maintaining financial viability.

	Table 1: FINANCIAL KEY PERFORMANCE INDICATORS
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	Volkswagen Group
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Gross margin
	 
	18.7
	 
	18.9
	 
	17.5
	 
	19.5
	 
	19.7

	Personnel expense ratio
	 
	16.8
	 
	17.5
	 
	18.2
	 
	17.0
	 
	17.5

	Operating return on sales
	 
	7.9
	 
	7.7
	 
	4.3
	 
	6.7
	 
	5.9

	Return on sales before tax
	 
	7.9
	 
	8.0
	 
	5.2
	 
	7.3
	 
	6.6

	Return on sales after tax
	 
	5.7
	 
	6.2
	 
	4.0
	 
	5.6
	 
	5.2

	Equity ratio
	 
	31.6
	 
	27.6
	 
	25.9
	 
	25.3
	 
	25.6
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The consequences of the emissions scandal on Volkswagen (VW) was significant, resulting in severe consequences for the company. VW faced massive fines and settlements amounting to billions of dollars as a result of the investigations (Reuters, 2021). Furthermore, numerous top executives were compelled to resign, and the company experienced significant legal and regulatory ramifications (Reuters, 2021).
The repercussions of the scandal were widespread, extending beyond the United States, where the issue first came to light. Several counties, such as the United Kingdom, Italy, France, South Korea, Canada, and Germany, launched inquiries into Volkswagen's procedures related to emissions testing. Political figures, regulatory bodies, and environmental organizations across the globe raised doubts about the trustworthiness of Volkswagen's emissions testing protocols.
The repercussions of the scandal extended to the UK, where investigations were initiated by the Department for Transport and the UK Parliamentary Transport Select Committee (BBC News, 2021). Concerns were raised about VW's emissions levels, and it was later revealed that VW vehicles exceeded the legal limit of nitrogen oxide emissions. The scandal had a direct impact on Volkswagen's operations in the UK, with plans announced to recall approximately 1.2 million affected vehicles (BBC News, 2021). Apart from the recall effort, Volkswagen UK reached a resolution with roughly 90,000 drivers as part of a UK class action lawsuit, culminating in a total settlement of £193 million (Reuters, 2021).
The financial impact on VW was substantial. The sum of $15 billion was remitted by the company as penalties within the context of a civil settlement in the United States (Reuters, 2021). Furthermore, the scandal had long-term repercussions for investors, as the stock price has yet to recover to its pre-scandal levels. The implications of the scandal were not limited to financial and legal consequences. The tarnished reputation of VW and the collective reputation of German automakers had a profound impact. The scandal led many consumers in the UK to lose faith in VW specifically, resulting in a significant decline in sales for the company (Bachmann, Ehrlich, & Fan, 2021). The negative sentiment towards non-VW German carmakers was evident in the analysis of Twitter sentiment, where perceptions of these firms diminished post-scandal.
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PESTLE Analysis of Volkswagen

Political Factors:
Government Regulations: VW is influenced by governmental regulations and directives concerning emissions criteria, automobile safety, and safeguarding the environment. The emissions scandal exposed the company to legal and regulatory scrutiny, resulting in fines and penalties (European Parliament, 2016).
Political Stability: Political instability in certain regions can impact VW's operations, including manufacturing facilities, supply chains, and sales. For example, Brexit, the UK's choice to exit the European Union may result in changes to trade regulations, including potential trade tariffs on imported vehicles. This could impact the import of Volkswagen Group vehicles to the UK market.

Economic Factors:
Green Technologies and Investment: The shift towards electric vehicles and environmentally friendly technologies in the automotive industry requires significant investment. Volkswagen has been investing in electric vehicle production and battery technology to align with changing market demands (Volkswagen Group, 2021).
Economic Conditions: Global economic conditions, such as GDP growth, interest rates, and inflation rates, can affect consumer purchasing power and demand for vehicles. Economic downturns can lead to reduced consumer spending on cars.

Sociocultural Factors:
Shifting Preferences: Changing societal attitudes and preferences towards sustainable transportation options, such as public transport, cycling, and ridesharing, can impact consumer demand for traditional vehicles (The Guardian, 2020).
Consumer Preferences: Shifting consumer preferences towards sustainable and eco-friendly vehicles have become significant drivers in the automotive industry. VW's reputation was affected by the emissions scandal, leading to decreased trust among consumers (Bachmann et al., 2016).

Technological Factors:
Green Innovation: Technological advancements in green technologies, such as battery technology and hydrogen fuel cells, are crucial for reducing carbon emissions in the automotive sector. Volkswagen has been actively involved in developing and implementing these technologies.
Technological Innovation: The progressions within automotive technologies, encompassing electric vehicles, autonomous driving capabilities, and connectivity features, introduce a landscape of possibilities and complexities for Volkswagen. 
The company needs to invest in research and development to stay competitive and meet evolving customer expectations.

Legal Factors:
Emissions Scandal and Compliance: Volkswagen Group faced a significant legal challenge in 2015 when it was revealed that the company had manipulated emissions tests for its diesel vehicles, leading to the "dieselgate" scandal. This scandal resulted in legal consequences, fines, and damage to the company's reputation.
Product Liability: VW's products are subject to product liability laws, and any defects or safety issues can result in legal claims and financial liabilities.

Environmental Factors:
Climate Change and Sustainability: Environmental concerns and stricter emissions regulations drive the need for VW to develop and promote sustainable technologies, such as electric vehicles and low-emission engines.
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Strengths:
Globally Recognized Brand: Volkswagen has a solid financial position with high sales revenue and profitability. It has an excellent brand recognition worldwide, aided by its iconic logo and its long-standing presence in the automotive industry (Fleming, 2019).
Impressive Portfolio: The company boasts a diversified portfolio of brands, including high-end luxury vehicles like Lamborghini and Bentley, as well as mainstream brands like Volkswagen and Skoda (Bartlett, 2020).
Strong Global Production Network: Volkswagen operates numerous production locations across the globe, enabling it to meet market demand efficiently and establish a substantial presence in various economies.
Strategic Restructuring and Rebound Strategy: Volkswagen strategically restructured its operations and rebounded within a relatively short period after the diesel emissions scandal. The company implemented the "Transform 2025" strategy, focusing on electric vehicles and becoming a leading profitable volume manufacturer.

Weaknesses:
Tainted Reputation: The diesel emissions scandal, where Volkswagen installed software to cheat emissions tests, significantly damaged the company's reputation and trust among consumers.
Lack of Diversification: Volkswagen's focus on traditional car manufacturing leaves it vulnerable to changing consumer preferences, particularly among younger generations who are more inclined towards ridesharing and car-sharing options (Eliot, 2019).
Weak Marketing Strategies outside Europe: The company's marketing efforts outside of Europe are relatively weaker compared to its competitors, limiting its market penetration and growth potential in those regions (Volkswagen Annual Report, 2019).

Opportunities:
Diversification of Portfolio: Volkswagen can capitalize on the growing demand for simple, cheap, and flexible mobility solutions by expanding its portfolio to include ridesharing, car-sharing, or car rental services, targeting millennials and Gen Z consumers.
Focus on Eco-friendly Cars: With the increasing global demand for eco-friendly vehicles, Volkswagen has the opportunity to invest further in the development and production of hybrids and electric cars, leveraging the growing market for sustainable transportation (Rauwald, 2019).
Expansion in Emerging Markets: The middle-class population in emerging markets, such as Asia, Africa, the Middle East, and Latin America, presents untapped opportunities for Volkswagen. By focusing on these markets, the company can leverage the growing economic influence of these areas (Volkswagen Annual Report, 2019).

Threats:
Lawsuits: Volkswagen faced lawsuits related to the diesel emissions scandal, which result in significant financial losses and damage to the company’s reputation.
Increasing Competition: In the realm of automobiles, fierce competition prevails, involving established car manufacturers and emerging players competing to capture a portion of the market. Competitors like Tesla, Toyota, Ford, and others pose challenges to Volkswagen's market position (McGee, 2019).
Trade Negotiations: Trade negotiations between major economies, such as the US and EU, could impact Volkswagen's exports and profitability if trade agreements are renegotiated unfavourably (Hetzner, 2019).
Global Recession: Economic downturns, can significantly impact car sales and profitability, posing a threat to Volkswagen's financial performance.

[bookmark: _Toc140567183]Enhancing Competitiveness through Sustainability

Volkswagen (VW) has taken significant steps to enhance competitiveness while prioritizing sustainability and the environment. The company has made a strong commitment to electric mobility, investing heavily in the development of electric vehicles, and aiming to become a global leader in this field. VW has set ambitious goals for carbon neutrality by 2050 and is actively implementing sustainable production practices, focusing on energy efficiency, waste reduction, and resource optimization. Additionally, VW is working towards a green supply chain by collaborating with suppliers to ensure compliance with environmental standards. To further develop competitive advantages, VW should accelerate the transition to electric mobility, embrace circular economy principles, expand renewable energy integration, strengthen stakeholder engagement, and enhance transparency and reporting on sustainability performance. By implementing these recommendations, VW can reinforce its competitive position while contributing to a more sustainable future for the automotive industry.

[bookmark: _Toc140567184]Conclusion

In conclusion, the emissions scandal has posed notable hurdles for Volkswagen (VW), resulting in repercussions for both its image and financial standing. However, the company has taken steps to regain trust and enhance competitiveness by focusing on sustainability and the environment. VW has invested in electric mobility, set ambitious goals for carbon neutrality, and implemented sustainable production practices. To further develop competitive advantages, VW should continue its transition to electric vehicles, embrace circular economy principles, expand renewable energy integration, strengthen stakeholder engagement, and enhance transparency in sustainability reporting. By prioritizing sustainability, VW can not only regain its position in the market but also contribute to a greener and more sustainable future for the automotive industry.
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