UNIVERSITY OF WALES
TRINITY SAINT DAVID



Student: Cristian Ghiburcea (1916923)
Lecturer: Dr. Hossein Shokri

Strategic Management and Sustainability (LCBB6004)
ASSESSMENT 1

Table of Contents

I.	Introduction	3
II.	Main body	4
2.1	Volkswagen background	4
2.2	Business strategies of Volkswagen	4
2.3	Volkswagen – resources and capabilities	6
2.4	Volkswagen – sustainability	8
III.	Conclusion	10
IV.	References	11




I. [bookmark: _fyr14yl5pc8v][bookmark: _Toc122712168][bookmark: _Toc122712946]Introduction 
The automotive industry constitutes a system in which high customer satisfaction is one of the essential long-term requirements of companies. At the same time, car manufacturers play an extremely important role in social and environmental development. They must periodically adapt to various changes in increasingly strict government regulations. Globalization has allowed manufacturers to collaborate with a very large number of suppliers from different areas of the world who could offer raw materials and other services, thus helping to limit their impact on the environment.
[bookmark: _lbdl5iv2kfdi]According to the local and global work cultures in which the business operates, strategic management is the design and implementation of key vision and objectives taken by the organisation on behalf of its associates. In this context, the strengths, weaknesses or opportunities for business improvement will be determined and will be created plans to achieve the objectives taking into account certain internal and external factors (Bogers, et al., 2019). 
This study aims to analyze the business operation and strategic management of the Volkswagen automobile company. Volkswagen's business strategies for the last five years and the reasons for adapting the strategies will also be explained, as well as the company's resources and capabilities during this period. In addition, the paper will contain information on how Volkswagen has tried to become more competitive by considering sustainability and the environment.









II. [bookmark: _Toc122712947]Main body
[bookmark: _Toc122712948]2.1	Volkswagen background
Volkswagen is a company founded in 1937, in Germany, which started its activity by producing military vehicles, but later completely changed its way of functioning. However, the most important event in their history took place in 2015 when Volkseagen representatives admitted that they had falsified the tests that measure the emissions of more than 11 million cars around the world. Thus, the US Environmental Protection Agency announced that the German company violated the Clean Air Act because the installed devices can reduce toxic vapors during the emission test. At the same time, this is considered the highest scandal in the history of the automobile industry and will have serious effects on the Volkswagen brand for the next period of time (Singh, 2018). 
[bookmark: _Toc122712949]2.2	Business strategies of Volkswagen
In recent years, Volkswagen has been trying to follow a strategy based mainly on differentiation. This consists in the fact that the German company is trying to stand out from similar competitors on the market. Usually, this strategy involves creating significant differences compared to other rivals in order to win the appreciation of potential customers.
First of all, their principle tries to create an adequate system for maintaining better performances in the company. Their strategy can be identified as emphasizing software, electric vehicle (EV) development, connected service and Mobility-as-a-Service also known as MaaS With the strategies identified, it is seen that the company has been adapting to these systems for the past five years (Autoweek, 2021) . With the processes of making, developing and emphasizing the software, the company can have more success in the company. By taking on the software development from the market and developing its own software, the company is seen to bring a revolution in the production of machines in the manufacturing houses and in the warehouses. With the support of this strategy, the company can gain a greater competitive advantage in the market because it can enable its cars to occupy a high position in the market. Supporting the development of electric vehicles which is one of the crucial aspects of these times, the company is seen working hard to develop a high value electric vehicle which is expected to be launched in the year 2023. This trial may play a crucial role in helping the company regain its reputation after it was caught in a fraud in the installation of emissions-cheating devices in 2015 for which it had to pay around £193 million (BBC, 2022). To build better trust and connection with people, Volkswagen chose to become sustainable to maintain trust in the market.
Mobility-as-a-Service, also called MaaS, is an integral part of a new corporate strategy for the Volkswagen Group, called New Auto. This program takes into account that people spend a lot of time traveling by car, and aims to offer transport services adapted to the needs of each person. So the purpose of this program is to eliminate the essential role of owning a car, presenting a variety of travel options adapted to the needs of each individual. In this way, less time is spent behind the wheel, so fewer car accidents. At the same time, they try to protect the environment because fewer cars in traffic means better air quality due to the decrease in CO2 and NO2 emissions (Becker, et al., 2020).
Through an analysis that uses Porter's five forces, the potential strategies of the Volkswagen company can be identified, but at the same time the level of attractiveness and potential profitability of the industry in which it operates can also be analyzed.
[bookmark: _Toc122712169]Bargaining power of suppliers: The bargaining power of suppliers in the automobile market is mediocre because there are a lot of suppliers, but at the same time there is a large demand.
[bookmark: _Toc122712170]Bargaining power of customers: Bargaining power of customers is low because there are not many car companies that offer the same offers that Volkswagen offers, that is, each company imposes itself through its own originality.
[bookmark: _Toc122712171]Competitive Rivalry: There is a high competitive rivalry in this industry as there is a long list of companies dealing with automobiles in the global market each trying to appear more attractive to potential customers.
[bookmark: _Toc122712172][bookmark: _Toc122712173]Threat of substitution: The threat of substitution for Volkswagen is high because the automobile industry has a lot of brands that can represent a substitute for them at any time. For this reason, Volkswagen must rely on an excellent strategy but also on perfect product quality.


[bookmark: _8hl7xb150uzl]Threat of new entrants: The threat of new entrants in the automobile industry is low because a lot of capital is required to start an automobile manufacturing company. At the same time, in order for a new brand to represent a threat, it must adopt a very well-designed new strategy such as: cost leadership or differentiation.
[bookmark: _Toc122712950]2.3	Volkswagen – resources and capabilities
Each company is unique due to the resources and capabilities it has. These proved to be essential to be able to climb the value chain of each industry. Resources represent a crucial factor of an organization's performance. They have a role in understanding and designing strategies because they can be rare and valuable. On the other hand, capabilities refer to an organization's ability to use resources to accomplish certain tasks.
The most suggestive classification of resources is their division into tangible and intangible. If the tangible ones are the physical resources that can include cash flow, properties, equipment, installations and personnel, the second category presents those resources that are not physically present but that can represent an essential element in improving strategic competition as they include certain knowledge such as a good orientation towards clients, effective leadership, knowledge of the market or a renowned brand (Guesalaga, et al., 2018).
In the case of the Volkswagen group, probably one of the most important resources is their brand, existing on the market for over 80 years, the company produced different models of cars for which they had record revenues such as the Volkswagen Golf or Passat. These were quickly sold all over the world and created a favorable reputation for the organization. Thus, Volkswagen's reputation cannot be imitated by competitors and can become a source of competitive advantage. Currently, although their brand was greatly affected due to the incident in 2015, they have created different strategies to become an attractive company again.
Their experience with customers represents another resource that has an important role as Volkswagen regularly proposes different offers and marketing activities that contribute to their long-term survival, being also a unique source of competitive advantage for Volkswagen.

Also in the category of intangible resources are their franchise contracts with which Volkswagen can produce, distribute and sell the products in many countries. This allowed the company access to different markets while protecting it culturally and financially from potential risks. Franchise agreements are also intangible in nature and are based on unique, trusted relationships fostered by Volkswagen.
Tangible resources make the Volkswagen company one of the most important and valuable in the car manufacturing industry. In 2021, the company was in 2nd place in the world in terms of market share, with an almost 6.4% lead. At the same time, in the same year, the organization's revenues were approximately 250 billion euros (Statista, 2022).
Another essential resource for Volkswagen is their employees. In this sense, in 2021 more than 650,000 employees were registered in all the countries where the company operates. Most of them are in Germany, about a third (Volkswagen, 2021).
Studies have demonstrated the significant relationship between resources and capabilities. Capabilities represent the abilities of an organization that manages and uses resources correctly and transforms them into different advantages. This process, through excellent and well-established practices, can determine obtaining competitive advantages and better performance for the future of the organization.
Thus, in the case of Volkswagen, the tangible and intangible resources presented previously can be converted into various extremely useful values as shown in figure 1.
[image: ]
Figure 1: Resources and capabilities for Volkswagen Company
Source: Author
[bookmark: _Toc122712951]2.4	Volkswagen – sustainability
Due to the very high competition in the automobile industry, manufacturers are forced to create a competitive advantage that generates more sales or possibly higher margins compared to its rivals in the market. In this sense, companies are launching more and more electric vehicles, trying to take a good step towards sustainability.
The Volkswagen company has several impediments that it is trying to correct through the following electric car models, these include exceeding the minimum stability requirements of the government for durability or the level of energy consumption of the employees' workstations is far below those of stability for the certification of the ecological label.
The company has also set some goals for the coming years such as a plan to reduce greenhouse gas emissions by 40% by 2020, switch from coal to natural gas, participate in offshore wind farms, build of other hydroelectric plants and the constant expansion of rooftop photovoltaic systems (Volkswagen, 2021).
In 2021, the Volkswagen Group produced four out of five battery electric cars, so according to early data it exceeded the CO2 inventory target for the European Union. The group maintains a high level of sustainability and holds a dominant market position in China, the world's key growth market. Its 16% market share is almost twice that of its next biggest rival.
Progressively replaced by the Volkswagen Group accelerated last year. In 2021, there will be more than 450,000 deliveries of battery electric vehicles (BEVs), almost doubling from the previous year. As a result, the company ranked first in Europe and second in the US for this market. In both markets, the BEV market saw greater m arket share growth than the overall market (Volkswagen, 2022).
So, the company's performance in the global market is seen to be making good progress and is steadily increasing. With the recommendations below, the company can achieve greater success in the market in the coming years:
· Providing better employee satisfaction: A feasible workplace for employees can support the company to make better progress in the market. The better the environment provided by the organization, the better the productivity of the company (Elrehail, et al., 2020).
· Providing better customer satisfaction: By providing better customer satisfaction, they can become more motivated to buy their products. Good offers together with the company's reputation can represent very advantageous elements and can play an essential role in increasing the company's sales.
· Improving the organizational structure: A well-maintained internal environment of the company can support the work functions that can ultimately enhance the company's performance effectively.
· Monitoring the production line: The management of Volkswagen needed to implement and employs a strict monitoring framework so that the performance of all the departments can be maintained and monitored properly. The proper monitoring and management framework helps the managers of the organisation to improve the business output and further allows them to meet the expectation of the market it also helps the company to avoid any kind of legal sue due to the mismanagement of the products. 

















III. [bookmark: _Toc122712952]Conclusion
[bookmark: _cs2m6tyuiq9h]Volkswagen is a German company with a key position on the international market of car manufacturers. However, due to the scandal of the emissions, it generated a great mistrust on the part of the public regarding their brand. Therefore, the loyalty of customers was deeply affected, which was observed by the significant decrease in their sales in the following years. Due to this situation, the leaders of the German car manufacturer were forced to quickly develop a new strategy to quickly regain their reputation in front of the affected customers. Their strategy involves offering car models that have significant differences compared to the competition and thus win the appreciation of buyers.
In terms of resources and capabilities, they can help create a competitive advantage if they are managed in the right way. The Volkswagen company benefits from a series of financial and  human resources (tangible) but also some intangible ones such as brand name, customer service and franchise contracts. These being used effectively together with a successful strategy can help the organization overcome the scandal of 2015. 
In recent years, the Volkswagen company tries as much as possible to have sustainability in the foreground when developing a strategy. Although it faces several impediments from the European Union regarding environmental protection, Volkswagen has a well-laid plan to overcome them. The most important aspect on which their strategies are based is the emphasis especially on the electric models that are in great demand in many countries.
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