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[bookmark: _Toc123724499]Introduction: 
The aim of this report is to create a point of discussion about the topic of strategic management and sustainability as both these factors are highly relevant  points of interest concerning the temporary world of business. The report therefore discusses the importance of strategic management and sustainability maintenance within a company with the organisational context of Volkswagen which is one of the largest automobile companies on the global scale and has a significant sales margin with product legacy. The brand has faced severe legal issues due to its problematic sustainability and strategic management. Therefore, the report discusses the key business strategies of Volkswagen in the last five years. The work further identifies the  resources and capabilities of the company in the last five years and how the company has used it with its current business strategies. The report further highlights how Volkswagen has become competitive with its sustainability.  The report further offers few recommendations on how the sustainability practices can help the company to grow in future. 
[bookmark: _Toc123724500]Company overview:  
Volkswagen Group or Volkswagen AG has entered into the automobile market long before as a German automobile manufacturer. The company started its journey in 1937 with the help of the German government and came to be popular as “people’s car” due to its effectively affordable pricing (Britannica. 2022).  The company has recently expanded itself as one of the biggest automobile brands and manufacturers in the world and is working with 6740907 employees in total. As per 2021 the total revenue of the company was $295.8 Billion (Global Data. 2022). However, the company has been accounted for paying £193 m to more than 90000 car drivers in Wales and England after the settlement of its High Court claim over an installation of devices cheating emission in its manufactured vehicles (BBC. 2022). According to the given case study, the company uses “defeat devices” which means the vehicles of VW are certified with EU pollution standards when actually they are still emitting more than 40 times of nitrogen dioxide than the amount which is legally permitted.  The company has faced actions taken against it by 91000 motorists in Wales and England and from its subsidiaries such as Skoda, Seat, and Audi. The company has further admitted that around 11 million globally and around 1.2 million of its vehicles in the United Kingdom have been affected. 
[bookmark: _Toc123724501]Key business strategies used by VW and the reason of pursuing or changing of those strategies: 
Strategy can be described as the long-term direction for an organisation (Johnson et al. 2020). In order to grow its business towards a notable direction Volkswagen has used multiple sets of strategies over the years. Some of the strategies worked which are retained by the company while some that failed had been removed. 
[bookmark: _Toc123724502]Key business strategies used by Volkswagen in last five years: 
a. 2017: 
As announced in 2016, the annual strategy report of Volkswagen in 2017 also disclosed its focus on anchoring the future program TOGETHER - Strategy 2025. The strategy aimed at creating a mindset which will be vital for achieving the long-term goal of producing tailor-made, forward-looking solutions which would inspire their customers and help them to access the diversity of the market (Volkswagen. 2017).  
b. 2018: 
The ‘Strategy 2018’ set by Volkswagen was a highly significant one as it was first disclosed in the company’s annual report in 2011. The company disclosed its ‘Strategy 2018” including the aim to position itself as the leader in the global economic environment and to dominate the market as a leading automobile manufacturer. The company also set a goal of selling around one million Volkswagen and Audi vehicles by 2018 in order to become an economically sustainable business leader.  VW Group has further achieved its goal of ‘Strategy 2018’ by selling more than 10 million of its units around 4 years ahead of its previously set schedule (S&P Global. 2015). The strategy disclosed in 2018 through its annual report reiterated the TOGETHER-2025 goal. 
c. 2019: 
Strategic management is the key of professionalisation management (Stacey, 2011). According to the annual report of Volkswagen in 2019 the company has clearly disclosed that in the summer of 2019 the company has enhanced its program for the future to enhance the success rate of TOGETHER 2025+. In order to solidify its strategy the company has enhanced its strategic vision to shape mobility for the future generation. The company disclosed its strategic aim to have a clean, quiet, intelligent and safe customer experience with electric drives, advanced digital connectivity and improved autonomous driving. The strategy was to stick to increasing its sustainability with better and affordable mobility in the coming future (Volkswagen. 2019). 
d. 2020: 
The 2020 strategy of Volkswagen also revised the TOGETHER 2025 which was announced in 2016. The 2020 strategy of VW continued to meet diverse needs of customers with an attractive product portfolio and to market  vehicles which are tailor-made and having forward looking solutions for mobility. With the remaining strategies carried on from 2019 the company also added its strategy to make its vehicles become more emotive with an innovative driving experience (Volkswagen. 2020). The company also mentioned its collaborative strategy  Together4Integrity to increase its corporate culture and to increase integrity, culture, risk management etc. 
e. 2021: 
In 2021 the company renewed its strategies by introducing its new play card “NEW AUTO”. To align its growth with the swiftly-changing environment and challenging competitive business world the management group of the company has adopted this new strategy in 2021. The strategy aims to continue its predecessor strategies combined i.e. TOGETHER 2025 and TOGETHER 2025+ (Volkswagen.2021). The renewed strategy of 2021 aimed at initiating e-mobility faster with technological advancements. The company focused on building strategies to manufacture sustainable battery system production to expand the charging infrastructure for the future.
[image: ]
Figure: The Process Of Strategic Management
(Source: Barney, 2019)
[bookmark: _Toc123724503]Use of Ansoff Matrix framework to analyse the strategies: 
Market penetration: The ‘Strategy 2018’ focused on selling the existing vehicle models of the company with better technological improvements which had lowest risk and the plan succeeded indeed. The company made its pricing affordable with a better value proposition to attract customers. 
Product development: After meeting the ‘Strategy 2018’ goal in 2016 the company announced its TOGETHER 2025 goal to develop and popularise its electric and sustainable vehicles in the existing market. The company has performed enhanced research to offer and improve innovative solutions to meet the market demand. 
Market development: The company continued to market its TOGETHER 2025 plan with a little upgradation and enhanced goals through TOGETHER 2025+ strategy. The new market is filled with customers who are ready to adopt electric cars. Moreover, it needs upgraded new channels for marketing the product.
Diversification: Based on requirement an improved strategy can be developed (Tavana, 2012). Thus, to diversify the strategy the company has enhanced its strategy to introduce NEW AUTO strategy which might sound a bit riskier. The company is already facing issues with sustainability transparency. However, the risk can be managed through its effective goals and increase technology and research-based and informed diversification. However, this strategy is highly profitable as it is having new goals and values with the aims and strategies of TOGETHER 2025 and TOGETHER 2025+ forged together (Volkswagen. 2022). 
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Figure 2: Ansoff Matrix Framework
(Source: Cleberg, 2019)
[bookmark: _Toc123724504]Identification of resources and capabilities of Volkswagen and evaluation of the alignment of those to the current business strategies: 
Each aspect of an organisation plays a strong role in its strategy building (Lynch, 2018). The resources of a company are not an exception. The sole driving power of a company apart from its management is its resources which help the organisation get supplied with necessary amounts of sustenance to keep up with the agile business environment through a steady production. 
[bookmark: _Toc123724505]Identifying resources and capabilities used by Volkswagen in last five years: 
For an automobile company, resources play a great role in keeping the organisation sourced with enough materials, and elements of functioning which helps in a sustained growth. Being one of the biggest automobile companies in the world, Volkswagen is highly reliable upon its range of resources which help the company stay relevant with its continued production within the market. One of the major resources used by Volkswagen in the last five years is its non-renewable resources that include raw materials such as copper, rare earths, platinum etc. In order to manage its raw material resources from reduction knowing those  are finite the company had shown an effective raw material management along with focusing upon its shift to non-fossil raw materials (Volkswagen. 2016) . 
According to Volkswagen, (2017) its Human resources are another effective resource which helps the company to have a steady growth with continuous innovation and talent usage. Using CORPORATE CITIZENSHIP the company strengthened its  human resources which is a major trait of its corporate social responsibility. 
Another key resource of the company includes its technology. The company has been using technological advancements since its inception to deliver better experiences every time. In the last five years the company has focused more on using technologies of AI, electric mobility, auto-mobility, battery-charged vehicles, and digitalisation of its product design with more efficacy since its TOGETHER 2025 and NEW AUTO goals are based upon such technologies. 
Distribution channels has been another significant resource for the company which has helped it to grow its market scope in the last five years to a notable extent. The company’s global sales network includes 130 of their own warehouses which improves its logistics, distribution and networking channel (Volkswagen. 2019). Managing a sustainable supply chain network is important (Leon, 2018). Thus, the company also invests in its distribution system through improving digitalisation in all distribution channels. 
Finances at Volkswagen is also a highly notable point of resources which has helped the company keep growing with enough support. In the last few years the finances at VW have seen ups and downs but yet managed to make significant growth. The economic viability of VW in 2021 was quite strong. However, in 2021 the  deliveries for 4.9 million units were 8% lower compared to 2020’s 5.3 million. Still the revenue increased to 76.1billion Euros, 7% up from 2020 (Volkswagen. 2022).
[bookmark: _Toc123724506]Aligning the resources with current business strategies: 
The company is currently working on its NEW AUTO Strategy for harnessing its current strategic management success. In order to do so the company is working on its strategic resource management to achieve its goals. The company’s NEW AUTO Strategy is aiming to build a major tech platform which is why the company is fastening its efforts of technological innovation. The technological advancements are being used for improving the battery-electric vehicle (BEV) models of Volkswagen. Interestingly the deliveries have doubled to more than 450000 units in 2021. The company is also working on nurturing sustainability to meet its 2025 goal by targeting zero-emission and protecting the biofuels and finite raw materials through proper resource management and recycling. The company is also gaining momentum with its strategy by fostering a solid financial performance by creating resilience for its business model enhancement. It has helped the company through increasing its operating profit for the special items which has doubled than 2020 and reached to the mark of EUR 20.0 billion (Volkswagen. 2022). The distribution channel of Volkswagen is getting amplified with the sourcing of the manufactured products with continuous production, expansion, network building and accessing marketing channels. The company is nurturing its human resources with proper management techniques to retain both existing and new talents. The brand has 200000 employees worldwide who are accessed and nurtured with vocational training, CSR  benefits, equal opportunity, fairness and diversity (Volkswagen. 2022). 
[bookmark: _Toc123724507]Efforts of Volkswagen to become competitive by considering sustainability and environment: 
Sustainability refers to enduring, which is one of the most ubiquitous terms these days (Young and Dhanda, 2012). Sustainability has become one of the main points of strategy making for all businesses to comply with the changing policies of the government to deal with climate change and to stay competitive within the business world. The case is not an exception for Volkswagen. Debates are still there about the meaning of sustainability and how it can be achieved (Aras. Güler & David. Crowther, 2012). However, being a leading player in the automobile market the company has to tailor its strategy-making with insertion of sustainable goals and operations. Even though the company has recently faced multiple backlashes, lawsuits and compensations due to its gap in sustainable car design Volkswagen has been effective at building a competitive force with its strategy.  
[bookmark: _Toc123724508]Organised sustainability: 
The automobile industry is receiving tremendous pressure from the government and customers for sustainable development (Kumar, Mathiyazhagan and Mathivathanan, 2020). The company has four organisational levels among which the highest one is the Board of Management. The Board of Management’s chairman at the company is in charge of sustainability. Therefore, the department takes responsibility for making the system stay related to the sustainable goal of the company.  The Group Steering Committee discusses sustainability through its annual Summit. The initiation of the summit is performed through the corporation’s  digital  and dialogue-oriented platform for gaining fast information and enhanced communication across its brands and regions. Environmental sustainability pressurises businesses to implement sustainability in their strategies (Dzhengiz and Niesten, 2020). Thus, the company uses KPIs to measure and progress its environmental goals over time. 
[bookmark: _Toc123724509]Sustainability strategy of Volkswagen: 
Using environmentally safe products is now an emerging trend in all industries (Quoquab, Thurasamy and Mohammad, 2017). Hence, in order to access sustainability the company works with its socially dedicated suppliers and bonds with safe partners to gain economic advantage.  The company gains advantage against its competitors through its sustainable supply chain establishment with special focus on responsible resource procurement and decarbonisation. The company tends to keep increasing awareness about the issues in the environment among its partners  by assessing risk management in its supply chain. To encourage sustainability at Volkswagen the company continues to rate the level of sustainability of its potential suppliers. The company also initiates reviewing the protocol breaching.  The company ensures to maintain the human rights of the workers involved in its supply chain. DJSI has declared the company has the most sustainable car maker in the world (Soviar et al. 2019). 
With its NEW AUTO strategy the company is committed to its zero carbon emission goal to control its impact on the environment. In order to do so, the company uses renewable energy during its HV battery cell and aluminium parts production (Volkswagen. 2022). 
The company has already recognised sustainability as a prerequisite to gain long-term success in business. In order to stay competitive the company continues to make improvements in the management of its decarbonisation approaches and ESG data. Sustainable procurement has a major importance in initiating a sustainable manufacturing operation (Rameshwar & Gunasekaran 2016). The sustainable value chain process of the company includes steps such as- research and development, value-based procurement, effective production, marketing and sales, supporting dealerships with efficient after-sales and financial services and further recycling for the total value generation (Volkswagen. 2022). 
[bookmark: _Toc123724510]Conclusion: 
Sustainability is one of the major areas of strategic management for an organisation which must not be overlooked in the 21st century for business expansion. The strategic development of business with relevant business trends alignment has helped Volkswagen to reach its pioneer of success. Especially its last 5 years of business strategy TOGETHER 2025 and NEW AUTO reiterated and revises the sustainability goals with zero-carbon emission aim and manufacturing sustainability. Moreover, the company is focusing towards improving its core tech capabilities. However, there have been some gaps in the whole sustainability insertion in its models which has led the company to unnecessary compensation, lawsuits, and reputational damage. However, using some effective strategic implementations can help the company to retain its success. 
[bookmark: _Toc123724511]Recommendations: 
1. Design-based sustainability: Even though Volkswagen claims its car models to be highly sustainable, it is accused of having faulty “defeat devices” in its vehicles. Thus it is important for the company to improve its vehicle designs. The company needs to make improvements in its so-called “defeat devices” by using upgraded filters and technologies. The company can make use of sustainability-oriented innovation (Dey et al. 2020). Focusing on the improvement of more advanced electric vehicles can improve the scopes for meeting the goal of zero-carbon. 
2. Managing resources more efficiently: Adopting enhanced sustainability can be a strategy to deal with the fast-moving industry market (Ioannou and Serafeim, 2019). The company must use its raw material resources more responsibly. Fossil-based resources such as platinum, copper, rare-earth must be used responsibly with effective waste reduction to ensure the maximum use of resources for cost-management and enhanced sustainability. Moreover, it is important to research more on using renewable alternatives. Also, the company must recycle its old car models to maximise the product life cycles. 
3. Having a strong product-testing team: The company needs to have strategic response-making capabilities to crisis (Wenzel, Stanske and Lieberman, 2020). This strategy would work as such a response. Before releasing products in the market Volkswagen must perform multiple testing with enhanced precision and attention to details. Each product must go through a quality checking procedure to ensure the emission is remaining at the legal standards and not exceeding. It will help the company have a positive impact on the environment and less risks regarding its product reputation. 
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