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Assessment 1
INTRODUCTION

Companies utilize a process called strategic management to create and accomplish their organizational goals and objectives. Planning, observing, and analyzing every requirement a corporation needs to meet the goal is a continuous activity. The demand for strategic management is continually growing in the modern corporate environment since there is fierce market rivalry. Strategic management enables businesses to compete successfully in the market and preserve their position (Barbosa and et al., 2020). On the other hand, sustainability refers to a business's ability to satisfy its current requirements without jeopardizing the ability of future generations to satisfy their own wants. The German automobile manufacturer Volkswagen, which was established in 1937 by the German Labor Front, will serve as the basis for this report. The report will go through VW's business strategies and how the organization has coordinated its resources with those aims. Additionally, the report will assess the company's attempts to use sustainability to compete in the market and will generate a proposal for the business.
MAIN BODY

Identifying Volkswagen's major business strategy from the last five years.

One of the largest automakers in the world, Volkswagen has successfully navigated a number of commercial challenges because of its strategic adaptability and sound judgment. It is one of the most well-known international brands, and its product portfolio includes 12 European names. The business also provides a variety of commercial services. The "Dieselgate" issue was one of the main challenges the corporation faced in 2015. A US environmental protection agency informed the corporation that it was in violation of the clean air act in 2015 (Baumgartner and Rauter, 2017). Software used by VW automobiles to fake emissions tests was discovered by researchers. According to Brown (2015), Volkswagen cars can detect when they are being tested because their engines start operating differently, making it easier for the vehicles to pass the tests. The corporation initially refuted these allegations, but after assessing the entire situation, the company issued an apology to its stakeholders and paid all fines, compensations, and legal settlements. 

The corporation has experienced various business issues as a result of the scandal, including decreasing sales and a decline in stakeholder confidence. The business has implemented successful tactics that have allowed Volkswagen to keep its market position. In order to meet the needs of many stakeholders, the company concentrated on strengthening its portfolio. The following are key business tactics Volkswagen has used in recent years: 

Diversification strategy

 According to Lynch (2018), diversification strategy refers to a business approach where a company expands its product or service offerings or enters new markets to reduce risk, enhance growth opportunities, and create a more balanced and varied portfolio of business activities.

The business successfully put its diversification plan into practice, helping it to preserve its revenue sources. The business has a variety of brands through which it derives money. The corporation has effectively targeted various client segments in several markets using this technique (Thaler and et al. 2018). After the diesel gate, the corporation's hold on the market was gone, but this method allowed the company to hold onto its position because it wasn't solely dependent on one source of revenue. The company's primary revenue streams are from the passenger automobile market, commercial vehicles, financial services, and power engineering. China is renowned for having a huge market and inexpensive labour. FAW Volkswagen and SAIC Volkswagen are the two joint ventures that the firm uses to operate in China. As mentioned, diversification involves entering new markets with new products or through new business activities. In this case, Volkswagen is diversifying its operations in China by forming joint ventures (new business activities) with FAW and SAIC (new partners) to further its presence and market reach in the region (Lynch, 2018). According to Statista Research Department (2023), Volkswagen benefits from these alliances in order to market more than 150 models and sell millions of units annually. Volkswagen has become China's second-largest automaker in a short period of time because of the company's strategy of working with Chinese businesses. Volkswagen's sales in China dramatically improved following the scandal, which enabled the business to manage its issues. VW has been able to successfully and efficiently compete with major global market players because to its establishment in China. 
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Fig: 1 - SAIC Volkswagen Automotive Corporation Ltd.'s motor vehicle sales from 2011 to 2018 (Statista Research Department, 2023)
• Focus on brand portfolio - The firm has always placed a strong emphasis on its brand portfolio, which has proven to be one of VW's strongest suits. The business sells its vehicles under numerous brands, including Audi, Seat, Koda, Porsche, Lamborghini, and others. VW also owns the motorbike brand Ducati. The firm also sells its commercial vehicles under other names, including Scania, Man, and Volkswagen commercial vehicles. Establishing numerous of distinct brands in the marketplace has aided the organization in gaining a competitive edge and in building a solid brand reputation (Jacobs and Singhal, 2020). Due to its strong brand image and market presence thanks to the various brands it operates, the company was able to weather significant issues both during and after the scandal. 
• Product Development and Rebranding
Product Development involves introducing new or modified products or services to existing markets (Lynch, 2018). Rebranding often involves making changes to the brand image, messaging, design, or positioning of a product or service without fundamentally altering the core offering. This strategy aims to refresh or rejuvenate the product's appeal and attract new or existing customers (Hooley and et al, 2012). With the launch of ‘Transform 2025+’ in 2016, Volkswagen’s strategic plan has combined product development strategy with the focus on rebranding, highlighting a significant emphasis on electric vehicles (EVs), aiming to become a leader in electric mobility. This signifies a new product direction within the existing automobile market. For instance, the plan outlines the introduction of new electric car models, indicating the development of new products to cater to the growing demand for EVs. The plan's mention can be seen as a potential rebranding effort to distance the company from the diesel scandal and rebuild its image. Volkswagen's significant investment in e-mobility, hybridization, and digitalization underscores its commitment to these transformative areas, reflecting a strategic shift in product development and technological focus. The plan highlights the brand's commitment to climate-neutral e-mobility and its goal to become a global leader in this area (Volkswagen Media Site, 2016). This represents a shift in the brand's identity towards environmentally conscious and sustainable mobility solutions. The plan is aimed to be achieved in three phases and is now its second phase called ‘Accelerate’. This is a rebranding strategy where Volkswagen is realigning its brand identity to emphasize climate-friendly e-mobility, innovation, and accessibility while making substantial investments and setting ambitious goals for the future. This strategic shift signifies a broader transformation of the brand's image, positioning, and offerings (Volkswagen website, 2023).
Identifying Volkswagen's capabilities and resources over the past five years.

Over the past few years, the organization has successfully utilized its resources to address a variety of business challenges. The business was able to utilize all of its assets and skills, which enabled it to expand in the market sustainably. The following are some of Volkswagen's resources and abilities: 
Production Infrastructure 
The business has been successful in constructing a robust and sizable production infrastructure. This enables the company to supply high-quality cars to satisfy market demand. The corporation has 120 production facilities spread out over the world that make up its worldwide production network. The business is a major global maker of automobiles. The company has the biggest production capacity in comparison to any of its rivals (Pitelis and Wang, 2019). Volkswagen's production facilities are outfitted with cutting-edge machinery that enables the firm to build automobiles of the highest caliber. 

Research and development

According to Bajpai (2021), the automobile industry is undergoing major disruption due to innovations like autonomous driving, electrification, and connectivity, leading to increased R&D spending. This has prompted competition among manufacturers to adapt and avoid obsolescence. Volkswagen (VLKAF) is a top R&D spender, allocating $16.5 billion in fiscal year 2020, approximately 7.6% of its revenue. The company's R&D focuses on advanced technologies such as driver assistance, automation, connectivity, and alternative drive systems. Brands like Audi, Porsche, and Bentley are part of the Volkswagen Group, which aims to shape future mobility through electric drive, digital networking, and autonomous driving. The group's goal is to achieve CO2-neutrality by 2050.
Robust supply network  
The company's robust supply chain is one of its key assets and aids in efficiently meeting customer demand. Under the "FAST" strategy, the corporation set up a sizable network of FAST suppliers. This initiative's primary goal is to guarantee that businesses' supply chains are effective and future-proof (Chaudhuri et al., 2022). The organization has adopted innovation and boosted supplier participation in all business stages thanks to this strategy. From 55 to 64 FAST providers were active in 2017. 
Organizational culture
After the scandal, Volkswagen undertook substantial corporate reforms to enhance its organizational culture. These reforms included committing to internal cultural and compliance system improvements as part of a 2017 plea bargain. A court-appointed monitor ensured compliance, leading to the establishment of a whistle-blower system and the dismissal of managers facing criminal investigation. Volkswagen also aimed to modify its hierarchical culture, granting more responsibility to lower-level managers. The company emphasized ethics and ethical behaviour, recognizing the importance of achieving a balance between ambition, competitiveness, and ethical conduct. Although the strict oversight period ended with the monitor's report, Volkswagen continues to face legal challenges in multiple countries. The company's CEO emphasizes the ongoing need for vigilance and ethical focus, acknowledging the significance of maintaining an ethical corporate culture (Li, 2023).
Evaluating how closely the organization has matched its competencies and resources to its business strategies.

Resources are the assets a company has, e.g. money and technology, while capabilities are its ability to use those resources effectively. Evaluating alignment between competencies (capabilities) and resources involves assessing how well a company's abilities support its chosen strategies for optimal performance (Lynch, 2018).

Volkswagen has numerous resources, which they employ skillfully and successfully. VW made significant investments in the business's research and development division, starting with the ‘Transformation 25+’ project. Those investments resulted in significant achievements. Through the ‘Accelerate’ strategy, the company doubled BEV deliveries, reaching over 369,000 EVs in 2021. It introduced three new electric models, expanded production capacities, and became a pioneer in OTA updates (Volkswagen website, 2022). Additionally, Volkswagen's innovative software enhancements are enhancing the customer experience across its EV lineup., the capitalization ratio increased, compared to the previous year, showing confidence in long-term R&D investments. Despite a lower R&D ratio due to pandemic-related revenue decline, Volkswagen's commitment to innovation remains evident through patent filings and strategic R&D investments (Volksvagen Annual Report, 2020a). The company experienced mixed market growth in various regions for passenger cars and light commercial vehicles, with notable expansion in the Asia-Pacific, South America, Africa, and the Middle East. The introduction of new electric vehicle models and capacity expansion in regions like China, Europe, and the USA signifies a strategic push into the electric mobility market. Additionally, the company's foray into digitalization, over-the-air updates, and software enhancements demonstrates efforts to adapt and diversify its offerings, indicating an expansion of its technological capabilities. In the commercial vehicle sector, Volkswagen's acquisition of Navistar and growth in segments like heavy commercial vehicles suggest further market expansion (Volkswagen Annual Report, 2021).
Assessing how VW has made an effort to raise its level of competition while keeping the environment and sustainability in mind.

The organization has made an effort to improve the sustainability of its enterprises in order to acquire a competitive edge in the market. The business has improved its brand image, which was damaged during the crisis, using sustainability. When the company received a fine as a result of the controversy, it damaged its reputation as a brand and many stakeholders lost faith in it. The corporation was found to have had a significant negative influence on the environment, and the manipulation of emissions tests brought into doubt the company's moral character. Since many individuals had criticized VW for operating unethically, it was crucial for the business to win back stakeholders' trust and preserve its market position despite its declining brand image. The company prefers working with ethical vendors and considers having dependable partners profitable (Hoeft, 2021). Volkswagen embraces sustainability by maintaining balanced environmental, social, and economic systems globally. This commitment is evident in the Group's TOGETHER 2025+ strategy, integrating sustainable mobility and environmental responsibility. The company addresses climate challenges through an ambitious decarbonization program, aiming for net-carbon neutrality by 2050. It emphasizes stakeholder engagement, involving a Sustainability Council and a Stakeholder Panel, and implements a materiality analysis to identify crucial sustainability issues. Volkswagen's focus areas include decarbonization, circular economy, supply chain responsibility, and workforce transformation. Through such initiatives, the company aims to lead in sustainable mobility while contributing to local development and equal opportunities (Volkswagen Annual Report, 2020). 
Advice on how using sustainable business practices might provide your company a competitive edge in the future.

In the Suvery conducted by Smith (2022), only 23% of surveyed consumers showed a slight or no interest in brands that demonstrated sustainability and environmental responsibility. Similarly, only 24% of consumers expressed a desire for brands that actively supported recycling initiatives. This highlights the significance of consumer preferences towards environmentally conscious choices, underscoring the increasing importance for companies to prioritize sustainability in order to attract and retain a growing segment of conscious consumers. By aligning with these values, companies can gain a distinct competitive advantage in the market. Meeting consumer demand for sustainability not only enhances brand reputation and loyalty but also positions businesses as leaders in a rapidly evolving market landscape. This strategic focus on sustainability not only resonates with consumer values but can also drive innovation, attract new customers, and contribute to long-term business success.
In addition, Sustainability practices are a powerful tool for companies to attract top talent. A PwC report (Bearne, 2017) found that 65% of people in various countries prefer working for socially conscious organizations. This has led companies to incorporate sustainability into their core strategies, successfully attracting and retaining employees who value making a positive impact. As job seekers seek purpose-driven work, businesses that prioritize sustainability gain a competitive advantage in recruiting and retaining the best talent.
The business can leverage sustainability to its advantage in the sector by putting more of a focus on making environmentally friendly electric vehicles. The global demand for electric vehicles is constantly rising, battery-powered electric vehicles (EVs) are rapidly gaining dominance in the auto market despite challenges like COVID-19 disruptions and supply chain issues. EV sales surged in 2021, doubling compared to 2020, reaching around 5% of global passenger car sales (Statista Market Insights, 2023). Focusing on electric vehicles now can give a company a competitive edge in the future attracting more consumers, and boosting the company's sustainability reputation. 

Furthermore, environmentally sustainable funds have consistently outperformed traditional funds, even during the COVID-19 pandemic and over a 10-year period, according to data from Collinson (2020). The study compared 745 sustainable funds to 4,150 traditional funds and found that sustainable funds matched or exceeded returns across various categories, including bonds and shares, both in the UK and abroad. The outperformance of sustainable funds continued during the pandemic, with average excess returns ranging between 0.09% and 1.83%. The success of these funds may be attributed to factors such as the strong performance of tech stocks favored by environmental investors and the longer-lasting nature of sustainable funds (Collinson, 2020).
CONCLUSION
In conclusion, Volkswagen's strategic prowess is evident in its adept use of diversification, brand management, sustainability, and resource optimization. The company's diversification strategy, marked by product expansion and market entry, has mitigated risks and yielded a diverse portfolio. A multi-brand approach, featuring Audi, Porsche, and others, has bolstered market presence and resilience. Volkswagen's commitment to sustainability, exemplified by the 'Transform 2025+' plan and electric mobility focus, has reinvigorated its brand image and positioned it as an environmental leader. Effective resource utilization, including significant R&D investments and collaborations, has fortified its competitive stance. Going forward, Volkswagen's strategy aligns with sustainable trends, ensuring enduring success, consumer appeal, and industry leadership. This holistic approach underscores Volkswagen's ability to blend profitability with responsible practices in a rapidly evolving automotive landscape.
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