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[bookmark: _Toc108535503]1. Introduction
	The given report will provide a comprehensive analysis of strategic management and sustainability by taking the case study of Volkswagen (VW) into consideration. Sustainable activities act as short-term investments that bring long-term benefits through proactive approaches such as increment in creditability through CSR (Zrnić, Starčević and Crnković, 2020). The purpose of the report is to carry out the competitive environment and sustainability analysis of VW. The following report will analyse the way sustainable actions can increase the creditability and stability of organisations. It will identify the major business strategies that VW is using in the past years and will use relatable frameworks to address the major reasons for following the given strategies. Furthermore, it will analyse the resources and capabilities of VW and the way the company has aligned with the current strategies. In addition, the assessment will try to attain a competitive advantage through sustainability. Lastly, the report will provide recommendations on the way sustainability practices can be further improved.
[bookmark: _Toc108535504]2. Main Body
[bookmark: _Toc108535505]2.1 Understanding the business strategies and the way they were pursued
[bookmark: _Toc108535506]2.1.1 Identification of the key business strategies of VW over the past five years
	 Volkswagen is using the 'Accelerate' strategy for fighting against climate change and has made a clear commitment to become carbon neutral by 2025 (Volkswagen, 2022). The company has initiated the strategy of achieving sustainability through carbon neutrality and is trying to increase the share of e-cars within the marketplace. However, as per the case study, VW installed cheating devices in its vehicle, which led the firm to pay an additional £193mn to more than 90,000 drivers (BBC News, 2022). This has reduced the sustainability aspect of the company and has put its ongoing strategy into a dilemma. VW is trying to win the confidence of its consumers by providing them with clear transparency records concerning its carbon emissions. Additionally, VW is using an internal carbon-pricing tool as the integral component for decarbonisation. It was realised that 90% of the VW target can be achieved through electrification of its fleets and by switching towards green energy (Volkswagen, 2021). The company is therefore using decarbonisation alongside stakeholder management for increasing the product differentiation cost in the last five years.
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Figure 1: Decarbonisation strategy of VW
(Source: Volkswagen, 2021, pp.49)
	As per Ramey (2021), VW is using the "New Auto" strategy and is expecting battery vehicles to account for 50% of its output by 2030. Hence, for the implication of the strategy the company is using change management policies for making changes within its traditional policies. Volkswagen has also increased its investment in its R&D from €13,672mn to €15,583mn in the last five years (Carlier, 2022). The firm is using its R&D capability to perform radical and disruptive changes within the organisation so it can meet its desired renewable strategy. The company is also focusing on the development of a high-performance workforce (HPW) by providing the employees with 360-degree training and development in the last 5 years. This is further increasing its capability in the market.
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Figure 2: VW R&D spending
(Source: Carlier, 2022)
	Attwood (2021) depicted that with the shift towards EVs, the market for internal-combustion engine vehicles will decrease by 20%. Hence, VW has been actively working towards the enhancement of its renewable energy for increasing its scale of production over the last 5 years. However, the lawsuit has affected its creditability and has somewhat limited the investors to invest in the renewable energy practices of the firm. VW is focusing on electro mobility and has pledged to make the entire VW Group carbon neutral by 2050 (Volkswagen, 2022). The company is making changes in its entire marketing mix for the past 5 years for ensuring the agenda of being carbon neutral. Additionally, it is also training its employees of practising sustainability practices to create a sustainable workplace culture during operations.
[bookmark: _Toc108535507]2.1.2 Analysis through relatable frameworks of the way these strategies were pursued
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Figure 3: Carroll’s CSR pyramid
(Source: Talonen et al., 2021)
	 According to Talonen et al. (2021), Carroll’s CSR pyramid is the framework that explains the reasons the firm should take social responsibilities. The economic responsibility of the firm is to become profitable, the legal responsibility of the company is to obey the law, the ethical responsibility of the firm is to oblige towards the right things, and the philanthropic responsibility of the firm is to become a better corporate citizen. The reports from Volkswagen (2021) devised; the economy within Western Europe recorded growth of 5.4% in 2021. This enabled VW to attain its economic responsibility and increase its stability within the market. VW was persuaded with the strategy of developing HPW so it can come up with disruptive innovation and can thereby increase its economic stability within the market. In addition, Health and Safety at work Act etc 1974 oblige employers to follow all the safety standards within the organisation (Health and Safety Executive, 2022). VW is persuading with a talent management strategy to provide adequate training and development alongside safety drills for assuring health safety and for attaining legal responsibility.
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Figure 4: Economic growth of VW
(Source: Volkswagen, 2021, pp.99) 
	Furthermore, the ‘dieselgate’ settlement of £193mn has further dismantled the creditability VW in the UK market (BBC News, 2022). The company has thereby changed its existing ethical practice and has adopted towards 'New Auto' strategy alongside a decarbonisation strategy for making its 50% of vehicle output carbon neutral by 2030. This can also enable the firm to meet its ethical responsibility within the marketplace. As per Rafi (2021), 90% of executives believe sustainability is crucial and 81% of consumers strongly feel that companies should help in improving the environment. Hence, VW is persuading its 'Together 2025+' strategy for transforming towards electro mobility and thereby meeting its ethical and philanthropic responsibilities. Additionally, VW has increased its R&D exponentially in recent years so it can work on the enhancement of EVs and hybrid vehicles (Carlier, 2022). The persuasion toward a carbon-neutral strategy is enabling the firm to meet philanthropic activities.
[bookmark: _Toc108535508]2.2 Identification of the resources and capabilities of VW and the way it has aligned these resources with the business strategies
[bookmark: _Toc108535509]2.2.1 Identifying the resources and capabilities of VW over the past five years
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Figure 5: Vehicle production units of VW Group
(Source: Volkswagen, 2021, pp.153)
	Larger production infrastructure: The production capability of VW increased by 0.8%, reaching 8.9mn units, owing to its flexible supply streams, holistic optimisations and forward-looking innovations (Volkswagen, 2020). Moreover, the global production network of VW encompasses 120production sites and its operating equipment and production concepts aligned with newer technologies play a crucial role in its forward-looking production (Volkswagen, 2021). The presence of joint ventures and standardisation of production via uniform commodity concepts is enabling VW to attain ambitious targets effectively in the market in the last five years.
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Figure 6: Valuable automotive brands in the market
(Source: Statista, 2022)
	Brand recognition: The presence of brand recognition has increased vastly in recent years and presently it has a brand value of $9.25bn (Statista, 2022). The company is using its brand presence capability to create higher lead generation and conversion within the market and attain higher growth through a market penetration strategy. Although, the controversy created through unethical emissions has somewhat affected its brand value. Despite of that VW has been successful in increasing its sales in past five years through its social media engagement strategy (Hassan, 2019).
	Research and Development capabilities: As Carlier (2022) subjected the automotive R&D, the capability of VW has increased vastly in the past five years. The stronghold within the R&D enables the organisation to increase its value of sustainability. The company is using its R&D capability to work on its ‘New Auto’ strategy so it can increase its sustainability aspects and move towards electro mobility (Ramey, 2021). Alternatively, this is enabling the company to create product differentiation and change the mindset by sugarcoating the ethical practices over unethical practices concerning 'dieselgate'.
[image: ]
Figure 7: VW group vehicle sales
(Source: Carlier, 2022)
	Larger product portfolio: VW has an extensive product portfolio that comprises Volkswagen, Volkswagen CV, Skoda, Seat, Lamborghini, Porsche, and so on (Volkswagen Group, 2022). The extensive product portfolio is enabling VW to cater for the diverse needs of the consumers and tap into the untapped markets in the past five years. The sales mostly come from Volkswagen passenger cars and it amounted to 76.13% in 2021 (Carlier, 2022). VW is using its extensive product range for increasing its sales capability within the market.
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Figure 8: Number of employees within the business area of VW
(Source: Volkswagen, 2021, pp.112)
	HRM and organisational culture: Organisational culture plays a crucial role in driving engagement within the workplace (Al-Musadieq et al., 2018). VW is using participative organisational culture for increasing employee engagement and for attracting better employees within the workplace. This has enabled the company to increase its employee count by 1.6% to 667,647 employees (Volkswagen, 2021). The company is adequately using its resources for driving the organisational objectives and for attaining a higher competitive advantage in the sector.
	Resources & capabilities
	Valuable
	Rare
	Inimitable
	Organised
	Implications

	Wider infrastructure capability
	Y
	Y
	Y
	Y
	Sustainable competitive-edge

	Brand presence
	Y
	Y
	N
	Y
	Moderate competitive advantage 

	R&D capability  
	Y
	Y
	N
	Y
	Moderate competitive-edge

	Extensive product ranges
	Y
	Y
	Y
	Y
	Higher competitive advantage

	HRM and organisational culture
	Y
	Y
	N
	Y
	Moderate competitive advantage


Table 1: VRIO framework for understanding resources and capabilities of VW
(Source: Learner)
[bookmark: _Toc108535510]2.2.2 Analysis of the way VW has aligned its resources and capabilities with the current business strategies
	VW is increasing its resource and capability through its extensive product portfolio, higher R&D capabilities, vast employee base, brand presence, and wider infrastructure capability (see table 1). The company has aligned the business 'New Auto' business strategy with the R&D capabilities in the past five years for converting 50% of its mobility to carbon neutral by 2030 (Volkswagen, 2022). Additionally, the firm has used its existing employee base for creating disruptive innovation in the past 5-years so it can develop a sustainable competitive advantage in the marketplace. 
Moreover, the 'dieselgate' has affected the brand presence of VW in the marketplace (BBC News, 2022). However, VW is performing better philanthropic activities through its existing brand value for increasing aspects of its operations. This is enabling the firm to maintain its creditability in the marketplace. Furthermore, VW is creating operational and sustainable changes in its existing production infrastructure to decrease carbon emissions from the market (Volkswagen, 2021). The firm is using the decarbonisation strategy in its production infrastructure to become carbon neutral in the near future. In addition, VW is infusing HPW for the enhancement of its extensive product portfolio so it can develop quality commodities for its consumers. This is ensuring stability for the company in the UK marketplace. 
[bookmark: _Toc108535511]2.3 Understanding the way VW has tried to become competitive through sustainability
	According to Taylor (2021), VW has earmarked 50% of its investments, €73bn, to develop future technologies in-between 2021-25. The company has led wider investments in the development of EV mobility so it can convert 50% of its sales to electric by 2030. The use of future technology in the development of EVs is creating paradigm innovation and enabling the firm to competitive advantage through sustainability. Furthermore, with the inclusion of the 'Together 2025+' strategy VW initiated the biggest process of change in its corporate history in 2019 (Volkswagen, 2021). The company has included the ‘New Auto’ strategy with the existing strategy to become highly focused, consumer-centric, innovative, and sustainable in the marketplace. The use of the given strategies is enabling the firm to come up with newer ways of conducting operations and this is enabling the firm to attain a sustainable competitive advantage. Additionally, the inclusion of HPW in nexus to talent management enables the company to attain higher potential in the market (Garg, 2019). VW is attaining sustainable competitive advantage through its HPW and employee-centric leadership strategies driven through talent management approaches. 
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Figure 9: High-potential value pools that can drive revenue through the net-zero transition
(Source: Bland, Granskog and Nauclér, 2022)
	As Bland, Granskog and Nauclér (2022) pointed out, the growing demand for net-zero offerings could enable the transport industry to attain sales of $2.3trn-$2.7trn each year. VW is actively using its 'decarbonisation strategy' for transforming its vehicle toward electro mobility. Additionally, the firm has apologised repeatedly for the 'dieselgate' controversy and has promised to change its operations for increasing sustainability in its practices (BBC News, 2022). This is also enabling VW to attain a competitive advantage through sustainability in the market. Nevertheless, the reports from The Verge (2022) subjected that VW has invested $2bn into clean-emission infrastructure for setting up an EV charging network encompassing 1800 stations and 10,000 chargers by 2025. The setting up of EV infrastructure is further boosting the aspect of a sustainable competitive advantage owing to an increment in its creditability.
[bookmark: _Toc108535512]2.4 Suggestive recommendations that can enable VW to improve its sustainability practices for attaining a competitive advantage
	As per Winkler et al. (2020), 75% of automotive and sustainability executives stated recycling a significant amount of industrial wastage has been implemented for developing a circular economy while 66% are encouraging the exchange or return of automotive commodities for fostering a circular economy. VW should also follow the same path as industry experts and should encourage the exchange and recycling of the automotive parts in its vast infrastructure for developing a circular economy and for attaining sustainable competitive advantage in the marketplace. Alternatively, Razmjoo et al. (2021) acclaimed that reduction in carbon emission can increase sustainability within the operations. It is advised that VW should adopt organic alternatives through process innovation with the assistance of its HPW for increasing the aspect of sustainability in its operational management. This will increase its existing creditability and will drive a sustainable competitive advantage.
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Figure 10:  Automotive industry’s variables for implementing sustainability practices
(Source: Winkler et al., 2020, pp.21) 
	According to Bengtsson et al. (2022), decarbonisation is essential within the value chain of EV development for securing net-zero benefits. Therefore, VW should continue expanding its existing decarbonisation strategy for the smooth transition towards electro mobility and the firm should use renewable power sources for producing aluminium and battery-active materials as they create higher emissions. This will make the brand sustainable and will provide the firm with the first-mover advantage for attaining a competitive advantage. Moreover, 50% of sustainability executive still believes that the automotive industry requires investing heavily in sustainability practices (Winkler et al., 2020). Therefore, VW should expand its existing R&D investment for increasing sustainability aspects within the operations, so it can attain an edge in the market. Additionally, using logistic processes for optimising loads can increase efficiency and can decrease carbon emissions and footprints (Forbes, 2021). Hence, VW should optimise its existing logistics process for reducing emissions and for increasing efficiency so it can attain a sustainable competitive advantage in the sector.
[bookmark: _Toc108535513]3. Conclusion
	The given report has presented a descriptive analysis of strategic management and sustainability by considering the case of VW. It was summarised that Volkswagen has somewhat deteriorated its creditability through the 'dieselgate' controversy, however, the firm is trying to pick its pace again in the market through the 'New Auto' strategy. Moreover, it was actualised that VM is using the 'Together 2025+' strategy in nexus to decarbonisation strategy for transitioning towards electro mobility by 2030. In addition, it was subjected that the firm should work on logistic processes and operation management aspects for decreasing the carbon footprints as this can enable the firm in attaining a sustainable competitive advantage in the sector.
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