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[bookmark: _Toc138888379]Introduction
Strategic management can be defined as the ongoing planning, monitoring, analysis, and controlling of activities for achieving organizational goals and objectives (Ansoff et al, 2018). On the other hand, sustainability can be defined as development without depleting all the natural resources needed to live in the future (Wilkinson et al, 2008). This report is about strategic management and sustainability. In the next section, there is a discussion about the key business strategies of VW over the past five years and why these strategies are pursued or changed. Then some resources and capabilities of VW are identified over the past five years and an analysis is done on what extent VW has aligned the resources and capabilities to its current business strategies. After that, how VW has tried to become more competitive while taking into consideration sustainability and the environment is evaluated. Then some recommendations are given on how to further sustainability practices can help VW to develop competitive advantages in the future. Then a summary of the whole report is provided in the conclusion part. 
	


[bookmark: _Toc138888380]Key business strategies of VW over the past five years
VW is an automobile manufacturer headquartered in Germany operating worldwide has taken many business strategies to sustain itself in the industry. The strategic decisions it has taken have a great impact on its profitability and sustainability. The key business strategies it has taken over the past five years are identified below:
1. VW focuses on manufacturing electronic vehicles. As a long-term business strategy, it has made a significant shift toward producing electronic-based vehicles. It wants to lead the electronic vehicle market and for this reason, it has invested a huge amount of money on the research and development project of electronic vehicles. in 2020, it announce to invest $86 billion in electronic vehicles for the next five years. It has introduced some models to line up its electronic vehicles. As part of its effort, it has introduced ID.3, ID.4, and ID. Buzz models for lining up with electronic vehicles. it aims to introduce over 70 electronic vehicle models across its brands by 2030. Its sales target is to sell 1.5 million electronic cars per year by 2025 (John, 2023).
2. It aims to increase the shares of all-electric cars to 70 percent of its total sales in Europe by 2030. It is considered that this strategy will help in exceeding the planned EU regulations. It also plans to increase the share of its e-cars to 50 percent in the market of the US and China by 2030. It also emphasizes producing large volumes of cars and selling its cars to customers of different countries. It aims to position itself as a global market leader for climate-neutral e-mobility (Edward, 2019).
3. VW is planning to invest in environmentally friendly manufacturing technologies. It is planning to invest in e-mobility, digitalization, and hybridization to achieve sustainable operations. It has decided to invest 18 billion euros in implementing these projects. For managing the money required for the investment it aims to achieve a sustainable operating margin of at least 6 percent by 2023 (Liam, 2022). 
4. In 2022 VW and Ford expand collaboration on the MEB electronic platform. The partnership between VW and Ford has a significant effect on the operation and profitability of both the company. As part of their plan, Ford aims to manufacture an electronic model based on the MEB platform for the European market. They also plan to double the MEB volume to 1.2 million units over the six-year period. This strategic alliance covered e-mobility, commercial vehicles, and autonomous driving. MEB allows automobile manufacturers to by electrifying their portfolios. Because of MEB, car manufacturers can electrify their portfolios quickly and cost-effectively (Moore, 2018).
5. With the “ACCELERATE FORWARD | Road to 6.5” global performance program VW intends to increase its performance and profitability. The aim of this program is to secure a return of 6.5 percent on sales for safeguarding investments in jobs,  and future technologies. Its plan of VW is to improve earnings by 10 billion euros in 2026 (John, 2023). The important milestones of this program set by the CEO of VW are increasing efficiency in manufacturing,  accelerating administrative activities, improving development efficiency, streamlining model range, reducing the number of equipment variants, and improving product quality.
[bookmark: _Toc138888381]Discussion about why these strategies were pursued or changed
VW took many strategies for its development and expansion of it. All these strategies were taken based on past experience, present information, and future estimation. But for some reason, all the strategies cannot be kept the same, and some changes needed to be done. The reasons why these strategies were pursued or changed are discussed below:
The main reason for shifting toward electronic mobility is the increasing environmental concern and more sustainable transportation. Other automobile manufacturers also focused on producing electric mobility. So for sustaining in the industry by competing with its rivals and satisfying regulatory requirements VW shifts to electric mobility and pursued the strategy. Also, the “diesel gate” scandal of 2015 has had a significant effect on its reputation and finance of it. It has to compensate $193 million to the claimants. It lost money as well as customer trust. Rebuilding customer trust and gaining satisfaction by pursuing electric mobility is considered an effective strategy. As the profit margin of VW is mostly generated from Europe it has taken the decision to expand in US and China. In 2022 Porsche, Audi, and Skoda earned nearly $306 billion which is an indication that expanding there will be a profitable project. VW also aims to achieve a return on sales of 9 to 11 percent by 2030. So VW is working on actualizing this strategy. The strategy of investing in environment-friendly production now is not an optional activity. Now, implementing an environmentally friendly production process is a regulatory requirement that must be followed by all manufacturing companies including VW. The collaboration between VW and Ford is required for gaining efficiency and sustaining in the industry. This will help in earning a handsome amount of money by serving the customers. The “ACCELERATE FORWARD | Road to 6.5” program will help in the future by increasing the profitability of the company as it aims secure at least a 6.5 percent return on sales (John, 2023). 
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VW operates worldwide by producing and selling a huge unit of automobiles of different models. The production plants and equipment of VW have a huge capacity of producing a large scale of products efficiently which helps it in gaining production efficiency. It has more than 120 production plants in different locations of the world (Moser, 2022). This production equipment and capability of VW help in aligning with current business strategies. The production equipment helps in producing electric mobility at a large scale and expanding operations in US and China. It also helps in investing in the environment-friendly production process as the production equipment and capability ensures the financial stability of the company by producing and selling a large volume of automobiles. This also favours collaborating with Ford and implementing “ACCELERATE FORWARD| Road to 6.5”. 
VW strongly focuses on research and development projects which aid in innovating new technologies which boost the production of the company. This can be considered as a resource of the company. The improved research and development team contributes to finding out production efficient technologies. These technologies help in producing electric mobility and expanding business with this high level of production. The environment-friendly production process can be achieved through this intelligent research and development team. Collaboration with other companies is easier as other companies will be interested in collaboration because this improves the R&D team. And achieving the “ACCELERATE FORWARD | Road to 6.5” will be easier John, 2023).
The brand portfolios owned by VW are a powerful resource for the company. VW owns many portfolios and brands like Volkswagen, Porsche, SEAT, Audi, Skoda, etc. These brands provide market coverage in different segments. Also, these portfolios help in aching synergy and economies of scale. Implementing electric mobility is easier for VW as it owns a diverse portfolio. The subsidiaries of VW operate in different countries of the world which indicates that it has huge in expanding its business. So, expansion in US and China will be possible with the help of the subsidiaries. These subsidiaries will contribute to producing environment-friendly products with their research and development teams of them. The collaboration with Ford will be more fruitful as the subsidiaries help in producing electric cars based on the MEB platform. These subsidiaries can reach the customers and can sell the products. Gaining a 6.5% return on sales will be possible for the diverse portfolios owned by VW as these subsidiaries will operate in the market, increasing the sales and profits of the company.
The financial strengths of VW are the most important resource of the company. The operating profit is one of the key estimators of the financial position of a company. The operational profit of VW has been increasing over time.  From 2016 to 2022 the operating profit has been increasing steadily except in 2020. Because of Codive-19 VW cannot earn as much as profit in previous years. But in 2021 and 2022 VW earns a large volume of operational profit which indicates that the financial position of the company is very strong (John, 2023). The strong financial position of VW will help in producing electric mobility and expanding in US and China as business expansion requires a lot of money. It can invest in R&D projects so that it can produce environment-friendly automobiles. The collaboration will be easier as this company has enough financial strength. And earning a 6.5 percent return will be possible by gaining efficiency and expanding business operations. 
[bookmark: _Toc138888383]Evaluation of how VW has tried to become more competitive while taking into consideration sustainability and the environment
VW is one of the most powerful competitors in the automobile manufacturing industry. It is becoming more competitive than its rivals because of its business strategies. How it has tried to become more competitive is evaluated below taking into consideration sustainability and the environment.
It has invested a large amount of money in the production and development of electric mobility. It has launched ID.3, and ID.4 models in the market and planning to introduce many new models which makes it more competitive. It plans to sell 1.5 million electric cars per year by 2025 (John, 2023). This focus on producing electric cars aligns with sustainability goals as it reduces dependence on traditional combusting engines. It also promotes zero-emission transportation which makes it stronger than its rivals. 
A dedicated architecture for electric vehicles, MEB, is developed by VW in collaboration with Ford. This platform supports the mass production of electric vehicles. It also supports the production of cars with flexibility and in a cost-efficient way. This platform allows VW to maintain sustainability as it follows an efficient manufacturing process. MEB ensures scalability for electric vehicle production. The competitors of VW cannot introduce a platform like this up to this time. It provides an additional advantage to VW to be more competitive and have enough power to compete with other companies in the same industry. 
Its emission reduction target of VW provides extra attention and a soft corner about the company in the consumer's mind. VW wants to achieve a net carbon-neutral balance by 2050 which makes a landmark in the industry of automobile manufacturing. Its production process and use of vehicles will support achieving carbon-neutral vehicles. It plans to reduce the carbon emission of European fleets by 25% by 2025 compared to 2020 (John, 2023). This plan for reducing carbon emissions reflects the company's sustainability commitment. It also indicates that the company is aligned with global efforts which will help in mitigating climate change. Also makes the company more competitive. 
The sustainable production practice of VW is an indication that the company is maintaining its commitment to sustainability to align with the global efforts of preserving the environment. VW has taken many initiatives to maintain a sustainable production process. For satisfying a sustainable production process VW has set targets for reducing water pollution, air pollution, waste generation, and usage of energy for manufacturing purposes. It plans to increase the usage of renewable energy sources so that it can reduce non-renewable energies. The adoption of these strategies in the production process reduces the bad impact on the environment. This also enhances resource efficiency as it uses renewable energies and this contributes to the sustainability goals. All the activities attract customers who are sensitive to the environment and make the company a stronger competitor than others. 
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For developing competitive advantages in the future VW can do some sustainable practices which will help in attracting customers and sustaining in the industry.  Some recommendations are provided below on how to further sustainability practices can help VW to develop a competitive advantage in the future:
At first, VW should be very careful if any occurrence like the “diesel gate” scandal would not repeat in the future. It can expand the electric vehicle portfolio. VW should continue investing in research and development projects so that it can innovate new automobiles of new models and expand its portfolio. It can also enhance supply chain sustainability by prioritizing sustainability activities in the manufacturing the selling of automobiles. It should work with the suppliers very closely to ensure the responsible source of raw materials and minimize environmental impacts. It should also practice ethical labour practices to have a good reputation for being a responsible automobile maker. It can also invest in renewable energy sources for its production and operational activities. By investing in solar and energy power VW can reduce carbon emissions and enhance sustainability in its production process. This strategy can be an appealing factor to environmentally friendly stakeholders. VW also should be transparent about its business activities and information about any of its products should be shared with the customers not hiding any matter about the product. It should communicate its sustainability goals with its stakeholders. All these actions will help in enhancing the competitive advantage of VW in the future. 


[bookmark: _Toc138888385]Conclusion
VW is one of the strongest manufacturers of automobiles in the automobile industry. It has been earning a large volume of operating profits over the years. Customers also love to use cars manufactured by VW. But because of the “diesel gate” scale, it has lost a huge amount of money for compensating the compliments. Most importantly it has lost customer trust which is most important for sustaining the industry. VW should be very careful about avoiding this kind of scandal in the future. It should increase its investment in research and development projects. Also, it should enhance supply chain sustainability, and increase investment in reducing carbon emissions for safeguarding the environment. Then VW can sustain itself in the industry for the long run.
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Appendices
SWOT ANALYSIS
Strengths:
Volkswagen is a reputable car company with a worldwide distribution network and a well-known brand name. The Volkswagen Group possesses a diverse portfolio of brands, including Volkswagen, Audi, Porsche, and Skoda, allowing the company to cater to a wide variety of consumers and markets. Volkswagen's ability to conduct creative research and development is the result of the company's financial commitment to the field.
Weaknesses:
The "Dieselgate" incident harmed Volkswagen's image and led to fines and other financial penalties as well as a decline in consumer confidence. Volkswagen was especially vulnerable to changes in customer desire and harsher environmental restrictions due to its reliance on conventional internal combustion engine automobiles.
Opportunities:
The market for electric vehicles is expanding, and Volkswagen can use this to its advantage by focusing on developing and marketing electric automobiles. Modern technological progress: There are new ways in which Volkswagen may set itself apart from the competition and improve its customers' experiences thanks to developments in connection, autonomous driving, and digitization.
Threats:
Intense rivalry: both long-standing companies and upstarts struggle to get a foothold in the automotive market. Rules Revisions Volkswagen's conventional vehicle lineup faces difficulties in light of stricter emissions rules and government policies targeted at decreasing carbon emissions. To keep up with the competition in today's market, Volkswagen must be flexible and creative in order to keep up with the quick speed of technological breakthroughs.
Porter’s Five Force Analysis
The risk of new competitors: Capital requirements, economies of scale, and well-known brands all work together to make it difficult for new companies to get into the automotive market.
Consumers can exert some influence in negotiations due to the availability of competitive brands and models.
Volkswagen has some bargaining power over its suppliers due to the company's established connections with them and the economies of scale it enjoys.
Competition from similar products is a moderate threat to Volkswagen's core business, as are other forms of transportation including ride-hailing apps and public transit.
There is a great deal of rivalry in the auto industry, with companies actively competing for market share through such means as product differentiation, pricing, and marketing.
PESTEL Analysis
Volkswagen's operations and product development strategies are affected by political considerations, such as government legislation, emission standards, and policies relating to electric mobility.
Consumer demand for Volkswagen automobiles can be affected by macroeconomic factors such as general inflation, wage growth, and oil price fluctuations.
Volkswagen's product strategy and brand image are impacted by societal issues, such as customers' shifting inclinations towards eco-friendliness and electric automobiles.
Changing technologies: Volkswagen may use developments in electric car technology, communication, and autonomous driving to set itself apart from the competition and provide a better customer experience.
Environmental considerations: Stricter emissions restrictions are a direct result of rising worries about climate change and environmental sustainability, compelling Volkswagen to prioritize electric mobility and green initiatives.
Volkswagen's operations, reputation, and business goals are all influenced by legal considerations including the aftermath of the dieselgate crisis and meeting the requirements of various regulations.
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Volkswagen's operating profit from FY 2006 to FY 2022 (in million euros)
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