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[bookmark: _heading=h.gjdgxs]Introduction
Strategic management is a core concept of contemporary business management because it enables organisations to align their activities to their objectives. Strategic management is important to organisations when experiencing transition, during scandals, and when implementing new strategies. According to Chen (2022), the Volkswagen Group is one of the European companies that embrace strategic management to navigate various dynamics within its external and internal environments.  This paper will identify and evaluate key business strategies of the VW Group over the past five years. Despite its organisational excellence, the Volkswagen Group faced the ‘Dieselgate Scandal’, which threatened its global reputation and strategic outcomes (BBC News, 2022). The scandal revolutionised strategic management practices in the company, including the organisation's commitment to organisational excellence and accountability.
Since the VW Group is one of the industry leaders in the automobile manufacture to have encountered the most damaging scandal, it is critical to identify its resources and capabilities over the past five years. Nag, Hambrick, and Chen (2007) assert that this approach will help in the analysis of the extent to which the company has aligned its resources and capabilities to its current business strategies. Accordingly, this paper will evaluate, with evidence, how VW has tried to become more competitive while taking into consideration sustainability and the environment. Although the Emissions Scandal tainted the company’s image, the organisation has countered this perception through various corporate-level and business-level strategies (Zhang, Atwal, & Kaiser, 2021). The use of various strategic management frameworks and models will inform recommendations on how further sustainability practices can help the organisation to develop competitive advantages in the future. Despite its resource base, performance, and brand strength, the Volkswagen group employs strategic management to navigate emerging changes within its internal and external environments.

[bookmark: _heading=h.30j0zll]Key Business Strategies of VW over the Past Five Years
[bookmark: _heading=h.1fob9te]Brief Company Background
The Volkswagen Group (VW) is one of the leading German automobile manufacturers with decades in operation. The German multinational, which is headquartered in Wolfsburg, has been operational since its founding in 1937 (Volkswagen AG, 2023). The collaboration between the Nazi party and the German Labour Party led to the establishment of what would be a regional industry leader. The VW Group (Volkswagen AG) has expanded and grown tremendously over the years, starting from the iconic Beetle. Currently, the Group deals in the automobile industry, where it manufactures buses, heavy commercial trucks, light trucks, cars, maritime machinery, and motorcycles. Although the VW Group enjoys global market presence, China is its largest market with a 40% share. With an employee base of over 660,000, the VW Group generated revenue of €279.2 billion and profit of €16.591 billion in the fiscal year ending 2022.

[bookmark: _heading=h.3znysh7]Emissions Scandal
The Volkswagen Group has been engaged in a protracted legal battle that resulted from the Dieselgate Scandal. Given the changing industry and business dynamics, VW employs different strategies to remain competitive. However, some strategies may defy business ethics that threaten the sustainability of a multinational company. According to BBC News (2022), the Group installed a cheating device on a significant proportion of its diesel vehicles designed particularly for European and North American markets. The uncovering of this cheating scandal triggered legal and ethical implications on the company, considering the £193m compensation for over 90,000 affected drivers. Although the VW Group regretted the scandal and collaborated with all stakeholders, the company’s strategic management is critical to its competitive advantage, resource capability, competitiveness, and long-term sustainability. 

[bookmark: _heading=h.2et92p0]Business-Level Strategies
Cost Leadership
The industry rivalry in the global automobile industry has compelled the VW Group to embrace a generic strategy that focuses on low cost. Barney and Hesterly (2015) recommends cost leadership as a feasible price differentiation strategy in global markets, especially when competitive rivalry is high. Although the Group manufactures and sells top premium and limited-edition vehicles, the bulk of its products target the middle-income earner. For instance, such models as Polo, Golf, and Passat offer some of the low-cost ownership schedules, both regionally and globally. The cost leadership model ensures that the company’s consumers enjoy some of the premium features in low-cost vehicles, especially in some of the developing economies (Grant, 2018). However, the macro business environment affects the decision-making of the company substantially, especially economic, technological, sociocultural, and environmental. 

Product Differentiation
The automobile industry is one of the most competitive globally, which requires such players as VW to adopt revolutionary approaches and strategies (Hill, Schilling, & Jones, 2017). Product differentiation is among generic strategies that can help a company create value while increasing its edge. It means that the VW Group uses product differentiation as an intensive growth strategy, especially in the era of Green Revolution, when the external environment influences industry dynamics.

[bookmark: _heading=h.tyjcwt]Corporate Level Strategies
Vertical Integration
Vertical integration is a key corporate-level strategy that an organisation adopts to improve efficiency and competitiveness. Through vertical integration, organisations can acquire part of the whole of their supply and value chains (Hill, Schilling, & Jones, 2017; Barney & Hesterly, 2015). This approach enables organisations to reduce operational costs and gain power over suppliers.  For instance, the Volkswagen Group has invested heavily in its electric vehicle platform, including acquiring lithium mines for the company’s battery supply. Since the electric vehicle platform relies heavily on such battery components as lithium ion, the VW Group has acquired various mines across the world to streamline its supply and value chains (Gaultier & Marcello, 2021). This approach will accelerate VW’s electric vehicle manufacture, going into the future. Since the TOGETHER 25+ Strategy focuses on vehicle software for zero emissions, the VW group will benefit substantially from the vertical integration program.

International Strategies
The Volkswagen group embraces internationalisation strategies as part of its corporate level strategies to gain the business edge. According to Barney and Hesterly (2015), international strategies enhance business prospects by spreading risk across the macro environment. Although the Group operates globally in over 115 countries, it actively engages in internationalisation strategies to increase its market share and grow its brand (Jong and van der Linde, 2022). The company runs its global operations from its German headquarters, which oversees its operations in North America, Europe, and Asia. The recent hiring of more workers at the company’s United States plant is part of its internationalisation strategies to grow its market share. Appendix 2 depicts the macro environmental factors that affect the company’s international strategies, as explained by Marx (2016). The company encounters a highly competitive market in the United States, with Tesla leading the innovative path towards the Green Revolution. Accordingly, VW has increased its business activities in North America as part of its internationalisation strategy.

Mergers and Acquisitions
Mergers and acquisitions are corporate-level strategies to boost the business perspective of an organisation. According to Hill, Schilling, and Jones (2017), organisations may merge with or acquire other ventures to improve the feasibility of achieving their strategic objective. The VW Group is famous for mergers and acquisition of existing companies in Europe and beyond. Over the past five years, the VW Group has merged with and acquired specific ventures as part of its strategic management. For instance, the German car giant acquired Fleet Logistics, diconium, and Europcar in February 2019, January 2020, and July 2022, respectively. These acquisitions bolstered the company’s strategic objectives of long-term profitability, intensive growth, and overall business stability, as Barney and Hesterly (2015) claim. The company integrates its overall strategic plan into its new acquisitions, which is critical for its sustainability agenda.

[bookmark: _heading=h.3dy6vkm]Resources and Capabilities of VW over the Past Five Years
The resource-based view of an organisation is essential to understanding its resources and capabilities in the context of its business environment. According to Johnson et al. (2020), resources encompass the capital and assets that an organisation owns whereas capabilities are the collective capacity of an organisation to leverage its resources, through effective leadership, to create value and competitive advantage. Modern organisations rely on the resource-based view to evaluate the ability to sustain their operations and survive in the market, especially in the long-term. The Volkswagen Group has a deep resource-based perspective, considering its strategic management and global operations (Arora, 2017). Since resources and capabilities vary across organisations, it is instructive to evaluate each element in its context. The VRIO model offers an effective platform for evaluating VW’s resources and capabilities, given the company’s recent strategic objectives. Appendix 1 provides the SWOT analysis for understanding VW’s resources and capabilities.
Over the past five years, the VW group has acquired substantial resources and gained tremendous capabilities that help it to achieve its strategic objectives.  The identification of organisational resources and capabilities is vital because it helps organisations to understand how these relate to specific strategies (Baia, Ferreira, & Rodrigues, 2020). Fundamentally, the VW Group operates in a multi-layered business environment consisting of the market, industry, and macro-environment, all of which inform the strategic utilisation of resources and capabilities (Chen, 2022). This business environment influences a company’s resources and capabilities, which may be human, financial or physical. Accordingly, the relationship between resources and capabilities is useful in understanding how both align to strategic management.
Large organisations, such as the VW Group, align their resources and capabilities to its current business strategies. The most significant resource to a large organisation is its financial base, which encompasses its revenues, profits, expenses, as highlighted in financial documents (Nag, Hambrick, & Chen, 2007). With annual revenue of approximately €280 billion and annual profit of approximately €17 billion for the fiscal period ending 2022, the VW Group relies on its financial muscle to fund and sustain the TOGETHER 25+ Strategy (Volkswagen AG, 2023). The company has the capability to sustain the strategic objective because of its ability to generate funds from various cash flows, notwithstanding hefty fines that it incurred from Dieselgate litigations.
The VW Group relies heavily on its physical resources and capabilities to manage its business strategies. The physical resources that an organisation may leverage to create value encompass machines, technology, patents, and manufacturing plants (Henry, 2021). These resources streamline the value chain of a multinational organisation through economies of scale. Although the Group has multiple manufacturing plants in many divisions, it can employ technology and various raw materials, such as lithium-ion mines, to attain optimal productivity, versatility, and efficiency (Jung & Sharon, 2019). The company’s core business strategy is to gain the competitive edge through value creation and sustainable production. Accordingly, the establishment of physical assets, such as the mega plant in the United States, is a key resource that enables the company to generate more revenue while beating industry rivalry.
The UK automobile industry has transformed substantially in the past five years, which has influenced VW’s management of resources and capabilities. The Group has acquired some of the British companies, including Bentley and Rolls-Royce. However, competitive rivalry exists because of such players as the Land Rover, Lotus, McLaren, Aston Martin, and Daimler (Oladimeji & Udosen, 2019). VW has aligned its capabilities and resources to meet its current business strategies in the UK market. Since the UK is part of VW’s regional market, the Group strives to exploit its financial assets and physical assets to sustain its regional operations. The company has the human resource capability because of its recent hiring of new skills and talents for its European operations. The general management and operations capabilities are critical to VW’s regional operations, considering that it is the regional industry leader.

[bookmark: _heading=h.1t3h5sf]VW’s Competitive Advantage
The business strategy establishes an organisation’s strategic scope and/or direction in the context of the business environment (Hill, Schilling, & Jones, 2017). Although VW adopts unique corporate-level strategies, it incorporates specific approaches for competing in its intended markets. The company focuses on expanding its market share and competitive edge in European and North American markets, where it faces heightened competition from established industry players. 
The sources of VW Group’s competitive advantage are aligned to the company’s strategies. The company relies on strong branding as a critical sustainable competitive advantage. The Emissions Scandal impacted negatively the Group’s image, however the company has revived its reputation through strong branding and creation of value. A strong brand is a key strength that an organisation can leverage to enjoy emerging opportunities, especially in dynamic industries (Lynch, 2015; Shang, Chen, & Li, 2020). This competitive advantage coincides with VW’s sustainability plan of gradually transitioning to the electric vehicle platform. The company’s strong brand will catapult it into a market dominant in the zero emissions platform, especially when the company implements the TOGETHER 2025+ Strategy fully. 
The rise in demand for luxury vehicles, especially in the post-pandemic period, has enhanced VW’s value for money. The attainment of good value for money, through quality products and services, is a critical direction towards sustainable competitive advantage (Johnson et al., 2020; Schepis, D., Ellis & Purchase, 2018). Modern organisations strive for competitive advantage that focuses on social, economic, and environmental sustainability. Given industry dynamics and regulations in the automobile industry, as depicted in the macro environment, the VW Group employs environmentally friendly materials in its luxury car brands. VW achieves good value for money from such luxury brands as Audi, Lamborghini, and Bentley, which fetch premium prices (Alam & Islam, 2017). These car models create value for customers while increasing revenue to the company, which enhance short-term social and economic sustainability, respectively.

[bookmark: _heading=h.4d34og8]Recommendations on Further Strategic Sustainability Practices
The resource-based view of the sustainable competitive advantage can help organisations to meet their sustainability challenges, including the green strategy. Strategic sustainability is increasingly becoming a significant component of contemporary business strategy (Jones, Harrison, & Felps, 2018). Organisations endeavour to embrace environmental sustainability without compromising their economic sustainability. Accordingly, such automakers as VW embrace unique approaches to meet the Sustainable Development Goals (SDGs). For instance, the TOGETHR 25+ is the most radical sustainability strategy by the VW Group (Chen, 2022). However, the Group should drastically reduce its production of internal combustion engine (ICE) vehicles in preparation for the complete transition. Although this strategy will be costly in the beginning, it will have significant long-term sustainability benefits. 
Given VW’s tainted reputation, it is instructive for the company to embrace business ethics as a long-term sustainability plan. Lynch (2015) and Fogel (2016) elucidate good business ethics to encompass the adoption of business practices, principles, and engagements that advance the welfare of all stakeholders. Business ethics covers operational processes, human resource management, financial accountability, and quality. Since the VW Group’s stakeholder’s range from customers to the community, the company ought to focus on social and environmental sustainability while enhancing economic returns. This approach will include reinforcing accountability and transparency in the TOGETHER 25+ Strategy to ensure that the new software for its newer models will adhere to macro environmental dynamics (Wijethilake, Munir, & Appuhami, 2018). The entrenchment of business ethics will help the VW Group redeem its global image and regain its previous status as the industry leader. 

[bookmark: _heading=h.2s8eyo1]Conclusion
Given the significance of strategic management in the business environment, the VW Group adopt applicable strategies to redeem its global image. The VW Group is among the leading automakers with a strong brand and substantial resource base. Over the past five years, the company has employed both business-level and corporate-level strategies to meet emerging challenges in its business environment. The company employs various competitive strategies to entrench sustainability, which coincides with macro environmental pressure. However, the company needs to reinforce its green sustainability strategy and embrace good business ethics to avert negative brand perception in future.
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[bookmark: _heading=h.26in1rg]Appendix 1: VW SWOT Analysis
	Strengths

· The strongest brand in industry
· TOGETHER 25+ strategy
· Synergy among brands
· Diversification strategy
· Strategic alliances
· Resources and capabilities





	Weaknesses

· Negative publicity from ‘Dieselgate’ Scandal
· Low market share in North America
· Highest recall rate in Europe and North America

	Opportunities 

· Increasing demand for autonomous vehicles
· The Green Revolution
· VW’s sustainability agenda
· Acquisition of skills through strategic alliances




	Threats

· Intense competition form Tesla and other brands
· Tightening regulations and policies
· Hefty fines and compensations










[bookmark: _heading=h.lnxbz9]Appendix 2: VW PESTEL Analysis
	Political



	Trade tariffs

	Economic



	Growing consumer spending

	Sociological/Cultural



	Consumers prefer luxury and environmentally friendly cars

	Environmental



	Green revolution

	Technological



	Autonomous vehicles

	Legal



	Emissions scandal







