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[bookmark: _Toc143962289][bookmark: _Toc143962306]INTRODUCTION

In recent years, the automotive industry has witnessed profound transformations driven by evolving consumer demands, technological advancements, and mounting concerns about environmental sustainability. Among the prominent players in this dynamic landscape, Volkswagen (VW) stands as a notable example, having faced both triumphs and challenges during its journey. This report will identify and analyse the key business strategies adopted by Volkswagen in recent years, shedding light on its expansion initiatives, electric vehicle drive, efforts to rebuild trust, and technological innovations by utilising academic sources and industry reports.

[bookmark: _Toc143962290][bookmark: _Toc143962307]Organisation Background

Since its inception in 1937, Volkswagen has established itself as a key player in the automotive industry, renowned for its innovative spirit, adaptability, and dedication to making cars that are accessible to a wide range of consumers. Throughout its extensive history, the company has introduced a series of iconic vehicles that have captured the imaginations of people across the globe.
Volkswagen's influence extends far beyond the borders of Germany; the company has strategically set up manufacturing facilities worldwide, ensuring that its vehicles are within reach of customers on various continents. Its presence is particularly strong in vital markets like Mexico, Brazil, China, and the United States, cementing its reputation as a global contender in the automotive sector.
Additionally, Volkswagen's portfolio encompasses a diverse array of brands, each catering to specific markets and consumer preferences. Brands such as Audi and Porsche in Germany, SEAT in Spain, Skoda in the Czech Republic, Bentley in the United Kingdom, Lamborghini in Italy, and Bugatti in France exemplify Volkswagen's commitment to excellence and its ability to cater to a wide spectrum of car enthusiasts.
However, Volkswagen's journey has not been without obstacles. In 2015, the company faced a significant setback when it became embroiled in the "dieselgate" scandal. The revelation of emissions-cheating devices in their vehicles led to the misrepresentation of cars as compliant with pollution standards, while they were emitting harmful pollutants. The scandal impacted around 11 million vehicles globally, including almost 1.2 million in the UK. Following legal proceedings, Volkswagen reached settlements with over 90,000 drivers in England and Wales, agreeing to pay £193 million as compensation and to rebuild trust with its customers.
Despite this setback, Volkswagen remains resolute in moving beyond these unfortunate events and continuing its journey as an industry trailblazer. As the company strives to regain customers' trust, its enduring legacy of innovation, resilience, and dedication to making cars accessible to a diverse clientele continues to shape its future.

[bookmark: _Toc143962291][bookmark: _Toc143962308]Key Business Strategies of Volkswagen (VW)

Over the past years, Volkswagen (VW) has strategically navigated the ever-changing automotive landscape through a multifaceted approach, encompassing a series of key business strategies.

Expansion and Market Presence:

Rationale: Volkswagen's strategy of expanding its market presence through the launch of new models and increased production capacity was driven by the desire to tap into emerging economies and secure a larger global market share. As a well-established automotive manufacturer, VW sought to capitalize on growth opportunities in regions with rising demand for automobiles and access to new customer segments (Volkswagen AG Annual Report, 2020).
Implementation: To realize this strategy, Volkswagen invested heavily in developing models tailored to specific markets and preferences. The company expanded its production facilities, particularly in regions like China, where it established joint ventures to manufacture vehicles locally. Moreover, VW engaged in aggressive marketing and distribution efforts to strengthen its brand presence and distribution network in emerging markets.
Impact: The expansion strategy positively impacted Volkswagen's competitive positioning by bolstering its market share in key regions. The company's strong presence in emerging economies contributed to increased sales and revenue growth, mitigating the impact of slower growth in traditional markets (Volkswagen AG Annual Report, 2023). However, this strategy also exposed VW to risks associated with regional economic fluctuations and geopolitical uncertainties, which required careful monitoring and risk management (IHS Markit, 2021).

Electric Vehicle (EV) Initiative:

Rationale: Volkswagen's emphasis on the EV initiative was driven by the need to address environmental concerns, reduce emissions, and comply with stricter regulations. The "dieselgate" scandal in 2015 severely damaged the company's reputation, and transitioning to cleaner and more sustainable transportation was seen as a crucial step towards rebuilding trust with customers and stakeholders (BBC News, 2022).
Implementation: VW made significant investments in EV technology, research, and development to create a comprehensive electric vehicle portfolio. The company introduced the modular electric drive matrix (MEB) platform, designed to underpin a wide range of electric models across its brands (Volkswagen AG Annual Report, 2023). Additionally, VW engaged in collaborations and partnerships with various stakeholders to secure resources and expertise in the EV ecosystem.
Impact: Volkswagen's EV initiative positively impacted its competitive positioning by positioning the company as a leader in the electric mobility space. The commitment to sustainable transportation resonated with environmentally conscious consumers and strengthened the company's image as an environmentally responsible automaker. Furthermore, the EV initiative contributed to compliance with emission regulations, enabling VW to avoid potential fines and penalties (Deloitte, 2019). Nonetheless, the transition to EVs also posed challenges, including high R&D costs, supply chain complexities, and the need for robust charging infrastructure (Du & Yang, 2020).

Rebuilding Trust:

Rationale: In response to the "dieselgate" scandal, Volkswagen recognized the critical importance of rebuilding trust with its customers and stakeholders. The scandal had severely damaged the company's reputation, and taking responsibility for its actions and demonstrating genuine accountability were essential for regaining public confidence.
Implementation: VW took a proactive approach to rebuilding trust by issuing public apologies, conducting internal investigations, and implementing corrective actions. The company established customer compensation programs, including buyback schemes and settlements, to address the grievances of affected vehicle owners (BBC News, 2022). Volkswagen also appointed new leadership and strengthened its governance and compliance practices to prevent similar incidents in the future.
Impact: The efforts to rebuild trust positively impacted Volkswagen's competitive positioning by demonstrating its commitment to addressing past mistakes and taking corrective actions. Transparent communication and accountability efforts were seen as steps in the right direction, allowing the company to gradually regain customer confidence and repair its tarnished reputation. However, the financial costs of compensating affected customers and implementing compliance measures posed financial challenges to the company (Forbes, 2021).

Technological Advancements:

Rationale: Emphasizing technological advancements was crucial for Volkswagen to remain competitive in the rapidly evolving automotive industry. The rise of autonomous driving features, connectivity solutions, and digital services presented opportunities to enhance the driving experience, attract tech-savvy customers, and differentiate VW's offerings from competitors (McKinsey & Company, 2021).
Implementation: Volkswagen invested in research and development to integrate advanced technologies into its vehicles. The company introduced features such as driver-assistance systems, infotainment solutions, and mobile connectivity, offering consumers an enhanced driving experience (Volkswagen AG Annual Report, 2020). Additionally, VW collaborated with tech companies to access expertise and resources in cutting-edge technologies.
Impact: The focus on technological advancements bolstered Volkswagen's competitive positioning by differentiating its products and services in the market. The incorporation of digital solutions improved customer satisfaction and helped attract tech-oriented consumers. Moreover, these advancements contributed to the company's ability to attract and retain top talent, given the appeal of working on innovative projects. However, the rapid pace of technological evolution also demanded continuous investment and adaptation to stay at the forefront of industry trends (Deloitte, 2019).
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Strengths: Volkswagen boasts a strong brand reputation, which is an invaluable asset in influencing consumer preferences and fostering brand loyalty. This reputation, coupled with an extensive global distribution network, enhances the company's ability to reach a wide customer base and expand its market presence. Additionally, VW's well-established manufacturing facilities worldwide provide a competitive advantage by ensuring efficient production processes and timely delivery of vehicles to meet customer demands (Financial Times, 2020).
Weaknesses: While Volkswagen possesses substantial financial resources that enable significant R&D investments, it also entails the risk of overspending in research and development, especially considering the costly nature of electric vehicle technology and its rapid advancements. Moreover, the "dieselgate" scandal has previously tarnished VW's reputation, leading to potential concerns regarding customer trust and perceptions of corporate ethics. 
Opportunities: Volkswagen's strategic focus on electric vehicles aligns perfectly with the increasing global demand for eco-friendly and sustainable transportation solutions. As governments worldwide implement stricter emission regulations and incentivize the adoption of electric vehicles (IEA, 2021), VW is well-positioned to capitalize on this trend and gain a competitive edge. Additionally, the growing interest of consumers in environmentally conscious products creates an opportunity for Volkswagen to attract a new segment of eco-conscious customers.
Threats: The automotive industry is intensely competitive, with numerous players vying for market share. Volkswagen faces stiff competition from both traditional automotive manufacturers and emerging electric vehicle-focused companies (Barron's, 2023). Moreover, the rapid pace of technological advancements in the electric vehicle sector poses a threat of technological obsolescence, necessitating continuous innovation and adaptation to stay ahead of the competition.

[bookmark: _Toc143962293][bookmark: _Toc143962310]Porter Five Forces Analysis:

Bargaining Power of Suppliers: Volkswagen's strong brand reputation and extensive manufacturing facilities enable it to maintain favourable relationships with suppliers, providing the company with some leverage in negotiation (Financial Times, 2020). However, the high demand for electric vehicle components may lead to increased supplier power and potential price fluctuations, impacting production costs.
Bargaining Power of Buyers: The automotive market's competitiveness empowers customers to have substantial bargaining power, especially when considering alternative brands and vehicle options. Customer perceptions of VW's environmental commitment and trust post-"dieselgate" influence purchasing decisions, making it essential for VW to maintain competitive prices and product quality.
Threat of New Entrants: While the electric vehicle industry presents attractive opportunities, the capital-intensive nature of manufacturing and establishing a global distribution network acts as a significant barrier to entry for new players. Volkswagen's established presence and substantial resources deter potential new entrants, ensuring a more stable competitive landscape.
Threat of Substitutes: As the electric vehicle market continues to expand, the availability of substitute options such as hybrid vehicles or other forms of sustainable transportation could pose a threat to Volkswagen's electric vehicle sales. To counter this threat, VW must continually innovate to differentiate its offerings and remain at the forefront of electric mobility (IEA, 2021).
Industry Rivalry: The automotive industry's intense rivalry, driven by numerous competitors and disruptive technologies, necessitates Volkswagen's continuous efforts to differentiate its products, strengthen its brand, and remain agile in adapting to market changes (Barron's, 2023). The strategic focus on electric vehicles allows VW to stand out and align with the industry's shift toward sustainable transportation.

[bookmark: _Toc143962294][bookmark: _Toc143962311]Enhancing Competitiveness with Sustainability and Environment:

Electric Vehicles: Volkswagen's unwavering commitment to electric vehicles has played a crucial role in improving its competitive position by addressing the growing demand for eco-friendly cars. By offering a diverse range of electric models, VW has been able to attract environmentally conscious consumers and comply with stricter emission regulations (IEA, 2021). The strategic focus on electric mobility has enabled Volkswagen to stay ahead of the curve in the rapidly evolving automotive industry, positioning the company as a leader in sustainable transportation.
Environmental Performance and Trust Regaining: In response to the famous "dieselgate" scandal, Volkswagen has been diligent in implementing measures to reduce the environmental impact of its vehicles. The scandal, which involved the installation of emissions cheating devices in its vehicles, severely damaged the company's reputation and trust among customers and stakeholders. To address the fallout from the scandal, VW embarked on a path of remediation, and taking corrective actions. As exemplified by the "Way to Zero" initiative, VW is taking significant steps to decarbonize its operations and products. This comprehensive package of measures aims to accelerate the sustainable production and use of electric cars, significantly reducing CO2 emissions and making substantial investments in decarbonization by 2025.
Sustainable Manufacturing: In addition to focusing on eco-friendly vehicles, Volkswagen has taken significant strides towards sustainable manufacturing practices (Volkswagen AG Sustainability Report, 2023). Initiatives such as reducing energy consumption, minimizing waste, and increasing the use of renewable materials in its production processes have showcased the company's dedication to environmental stewardship. VW's commitment to sustainable manufacturing not only reflects its environmental responsibility but also serves as a part of the broader effort to address the consequences of the "dieselgate" scandal and rebuild trust with consumers. By adopting sustainable manufacturing practices, VW is demonstrating its commitment to learning from past mistakes and striving towards a more environmentally conscious and sustainable future. These efforts have positively influenced consumer perceptions and enhanced Volkswagen's competitive advantage in the automotive industry.
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Volkswagen CEO Ralf Brandstätter at the Way to Zero Convention.
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Volkswagen should prioritize and accelerate its electric vehicle (EV) development efforts to stay ahead in the evolving electric mobility market. By investing in electric vehicle technology and expanding its EV product lineup, the company can appeal to a broader customer base and gain a competitive edge. Emphasizing innovation and affordability will enable VW to lead the transition towards sustainable transportation and position itself as a pioneer in the electric mobility space. 
To further enhance its sustainability practices, Volkswagen should embrace a circular economy approach throughout its operations. Implementing strategies that focus on recycling, remanufacturing, and reducing waste across its supply chain will not only reduce environmental impact but also lead to cost savings and increased resource efficiency. By adopting circular economy principles, VW can showcase its commitment to sustainable business practices and strengthen its competitive advantage in the marketplace.
Moreover, Volkswagen should actively seek partnerships and collaborations with other stakeholders, including governments, suppliers, and environmental organizations. By working together, the company can jointly address environmental challenges and foster sustainable practices in the automotive industry. Collaborative efforts can lead to shared knowledge, resources, and accelerated progress towards sustainable development. Through such partnerships, VW can demonstrate its dedication to sustainability and showcase its leadership in driving positive change in the automotive sector. 
To maintain and build trust with customers and other stakeholders, Volkswagen should prioritize transparency in its operations. This includes providing clear information about emission testing and compliance procedures to ensure credibility and accountability. Engaging with stakeholders and addressing their concerns will help the company align its strategies with societal expectations and foster long-term relationships (BBC News, 2022). By actively involving stakeholders in decision-making processes and demonstrating a commitment to ethical and sustainable practices, VW can create a positive brand image and secure a competitive advantage in a socially conscious market.

[bookmark: _Toc143962296][bookmark: _Toc143962313]Conclusion: 

Volkswagen's key business strategies over the past five years have revolved around expansion and market presence, a strong focus on electric vehicles, efforts to rebuild trust after the "dieselgate" scandal and embracing technological advancements. These strategies have enabled VW to maintain a competitive position in the global automotive industry and address environmental concerns by shifting towards sustainable transportation solutions. Through its commitment to electric vehicles and sustainable practices, Volkswagen has aligned its resources and capabilities with its current business strategies, fostering a more environmentally conscious and socially responsible approach. By remaining committed to sustainability and actively addressing environmental challenges, Volkswagen can maintain its competitive edge while contributing to a cleaner and more sustainable future for the automotive industry and the planet as a whole. As the automotive landscape continues to evolve, Volkswagen's dedication to sustainability will be a critical factor in shaping its long-term success and positive impact on the global community.
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BRAND GROUP VOLUME @ sccen BV @u

PERFORMANCE
Q1 2022" vs. Q1 2023

Vehicle Sales Sales Revenue Operating Profit”

[000 units] [€bn] [€ bn/RoS]

+30 % +36 % +99 %

Q12022 Q12023 Q12022 Q12023 Q12022 Q12023

* Previous year adjusted (IFRS 17).

** Before special items

ID.5 Pro Performance — power consumption in kWh/100 km: combined 16.5-16.4; CO, emissions in g/km: combined 0."** / ID. Buzz Pro — power consumption in kWh/100 km
combined 21.7-20.6; CO, emissions in g/km: combined 0.”* / Skoda Enyak RS iV — Power consumption in kWh/100 km: combined 17.1; CO, emissions in g/km: combined 0.*
CUPRA Born — power consumption in kWh/100 km: combined 17.5-15.7; CO, emissions in g/km: combined 0.***

*** No consumption and emission values are available according to NEDC for this vehicle, only according to WLTP Information on consumption and CO, emissions, shown in
ranges, depends on the selected vehicle equipment





