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1. [bookmark: _Toc132929583]Introduction and Company Background
Volkswagen (VW) is a German company in automotive sector and has its headquarters in Wolfsburg. VW is a multinational organisation which operates in more than 150 countries across the world. VW is one of the largest automakers in the world, and has a range of different brands. The company has a rich history that dates back to the 1930s when it was established by the German Labour Front (Allam et al., 2020). The goal was to make affordable cars for the German people, and the Volkswagen Beetle became an icon of the 20th century, with over 21 million units produced globally. In recent years, VW has faced some significant challenges, including the "dieselgate" scandal that erupted in 2015. This scandal involved the installation of emissions cheating devices in VW's diesel engines and it led to lawsuits, fines, and a loss of trust in the brand (Zhang et al., 2021).
Despite these challenges, VW has continued to innovate and adapt to the changing automotive landscape. The company has invested heavily in electric and autonomous vehicles, with the goal of becoming a leader in sustainable mobility. VW has also expanded its market share in emerging markets, particularly in China, and has focused on improving its corporate governance and compliance practices to prevent future scandals (Zenglein, 2020). The purpose of this report is to critically evaluate the business strategy of Volkswagen in the last five years. Resources and capabilities are also evaluated of the company while corporate social responsibility measures are analysed as well. Recommendations are made in the end to improve the sustainability of the company. 
2. [bookmark: _Toc132929584]Business Strategy of Last Five Years
Business strategies play a critical role in shaping the success of a company. In the case of Volkswagen (VW), the company has employed several key business strategies over the past five years to address the damage caused by the "dieselgate" scandal, expand its market share in emerging markets, and improve its corporate governance and compliance practices (Siano et al., 2017). One of VW's primary strategies has been to address the "diesel-gate" scandal by paying out over €30bn worldwide in fines, compensation, civil settlements, and buyback schemes. Recently, the company settled a claim in England and Wales by paying out £193m to over 90,000 drivers affected by the scandal (Isa, 2019). To show its commitment to sustainability practices, VW has also launched a campaign to promote electric vehicles and invested more than €30bn in electric and autonomous vehicles by 2023. This strategy aims to reduce the company's carbon footprint and appeal to environmentally-conscious consumers.
Another important business strategy of VW has been to expand its market share in emerging markets, particularly in China. To achieve this, VW has invested heavily in building new production facilities in China and developing electric vehicles for the Chinese market. As a result, VW has become the top-selling foreign carmaker in China, with sales of over 3 million vehicles in 2020 (Zenglein, 2020). This strategy positions the company as a leader in the transition to electric vehicles and captures market share in the world's largest car market. VW has also focused on improving its corporate governance and compliance practices by appointing new board members, implementing new compliance and reporting procedures, and separating the roles of chairman and CEO (Volkswagen Group, 2023). These changes demonstrate the company's efforts to rebuild trust with its customers and stakeholders and prevent future scandals.
2.1. [bookmark: _Toc132929585]Relevant Framework in Selecting Strategies
In the last five years, Volkswagen has implemented a number of key strategies to address the fallout from the “diesel-gate” scandal and to position itself for future success. These strategies can be analysed through the lens of several related frameworks, including the Ansoff Matrix, the BCG Growth-Share Matrix, and Porter's Five Forces model. One key strategy that Volkswagen has pursued in response to the “diesel-gate” scandal is diversification, as reflected in the company's emphasis on electric vehicles and other sustainable technologies (Zhang et al., 2021). This strategy can be analysed using the Ansoff Matrix, which helps companies determine whether to focus on existing or new products in existing or new markets. By diversifying its product offerings to include more environmentally-friendly vehicles, Volkswagen is pursuing a product development strategy, as it is introducing new products (i.e., electric vehicles) to an existing market (i.e., the automotive industry) (Santos, 2017). This strategy helps Volkswagen remain competitive in a rapidly evolving market while addressing the reputational damage caused by the diesel-gate scandal.
Another key strategy pursued by Volkswagen in recent years is a focus on innovation and technology, as reflected in the company's investment in autonomous driving systems and other advanced technologies. This strategy can be analysed using the BCG Growth-Share Matrix, which helps companies evaluate the relative market share and growth potential of their products (Goncalves, 2019). Volkswagen's investment in advanced technologies reflects a "star" product in the matrix, as it has the potential for high growth and market share in the future. This strategy helps Volkswagen remain competitive in a rapidly evolving market while also positioning the company for future growth and success.
Volkswagen has also pursued a strategy of cost leadership, as reflected in the company's efforts to reduce costs through restructuring and efficiency measures (VolksWagen Sustainability, 2022). This strategy can be analysed using Porter's Five Forces model, which helps companies evaluate the competitive forces shaping their industry. By reducing costs, Volkswagen is better able to compete on price with other automotive manufacturers, and this strategy helps the company remain competitive in an industry with high levels of rivalry (Mehmet, 2019). However, this strategy can also lead to a focus on short-term cost-cutting measures at the expense of long-term investments in innovation and sustainability.


2.2. [bookmark: _Toc132929586]SWOT Analysis
Based on the SWOT analysis in Appendix 1, relevant key learnings are based on the fact that company has strong brand reputation and enough base for diverse product portfolio based on advanced technological interfaces to provide customers that could fulfil their needs with ease. Having effective control on broad manufacturing capabilities has helped the company in sustaining its competitive advantage for long run (Volkswagen Group, 2023). The major weaknesses of the company are based on its dependence on the European market. Other major challenge is the reputation that has been damaged as the result of diesel-gate scandal in recent years to impact the brand name in negative way (Siano et al., 2017). Sustainability issues have not been managed well in past. One of the opportunities for the company is based on the growing demand of the electric vehicles that provides a good opportunity for the company to expand in emerging markets with enough product range for electric and traditional vehicles as the market growth is autonomous (Chen and Zhong, 2022). Competition is the major threat along with dynamic shift in the technological interfaces in the automotive industry. Dynamic shifts in the government policies is another major threat. 
2.3. [bookmark: _Toc132929587]PESTEL Analysis
Volkswagen operates in a complex business environment shaped by various factors, called PESTLE factors. From a political perspective, the company's operations are impacted by government regulations related to emissions standards and safety requirements, as well as changes in trade policies, tariffs, and tax laws that affect international operations. The state of the global economy and consumer spending patterns and preferences can have an impact on Volkswagen's sales and profitability (Acker, 2017).
Sociocultural trends, such as the shift towards more environmentally friendly vehicles and changing consumer preferences for vehicle design, safety features, and technology, can also affect the demand for Volkswagen's products. Additionally, the company's reputation following the “diesel-gate” scandal may impact consumer trust and loyalty. Technological advancements, including electric vehicles, autonomous driving systems, and cybersecurity risks, also have implications for Volkswagen's operations (Painter and Martins, 2017). Keeping up with these rapid changes requires significant investment in research and development.
Environmental factors, including regulations around emissions standards and concerns around climate change, have led to a shift towards more sustainable business practices in the automotive industry. Volkswagen's history of emissions cheating has damaged its reputation and required significant investments in sustainable technologies (Isa, 2019). Legal factors such as compliance with evolving regulations, intellectual property protection, and legal challenges related to the “diesel-gate” scandal, are also critical considerations for Volkswagen. Overall, navigating these complex forces requires strategic thinking, agility, and investment in sustainable technologies and practices.
3. [bookmark: _Toc132929588]Resources and Capabilities
One of VW’s key resources is its strong brand image, which has been built over many years and is recognized globally. Another resource is its extensive network of production facilities and supply chains, which has allowed it to manufacture and distribute its vehicles efficiently. The company has also invested heavily in research and development, enabling it to develop new and innovative technologies, such as electric and autonomous vehicles (Kim et al., 2022). In terms of capabilities, Volkswagen has a highly skilled workforce, including engineers and designers, who are critical in developing new vehicles and technologies. The company has strong marketing and advertising capabilities, which have been instrumental in promoting its brand and attracting customers (Volkswagen AG, 2023). Volkswagen also has a strong financial position, with significant financial resources that have enabled it to invest in its business and pursue new growth opportunities.
In recent years, Volkswagen has aligned its resources and capabilities to its current business strategies, which have focused on the development of electric vehicles and new mobility solutions. Volkswagen has partnered with other companies to develop new mobility solutions (Fang and Chen, 2017). These efforts demonstrate the company's commitment to innovation and its ability to align its resources and capabilities to its strategic goals.
3.1. [bookmark: _Toc132929589]VRIO Analysis:
VRIO analysis being conducted in Appendix 2 gives a good idea that:
Overall, Volkswagen's resources and capabilities are highly valuable, rare, and inimitable, and the company has done a good job of organizing them to support its business strategies. While some resources, such as production facilities, may not be rare or inimitable, Volkswagen has leveraged them effectively to achieve a competitive advantage (Acker, 2017). The company's strong financial resources have also enabled it to invest in new technologies and pursue growth opportunities, which has helped it remain competitive in a rapidly changing industry.
4. [bookmark: _Toc132929590]CSR and Sustainability
Corporate Social Responsibility (CSR) and sustainability are two critical aspects that companies must consider to maintain competitiveness in today's business landscape. 
4.1. [bookmark: _Toc132929591]Corporate Social Responsibility
Volkswagen has taken several steps towards corporate social responsibility (CSR) over the past few years. One of its initiatives is the "TOGETHER - Strategy 2025," which includes a focus on environmentally sustainable mobility solutions. The strategy includes investments in electric vehicles (EVs) and the development of sustainable transportation (Welch, 2019). The company has set a goal of becoming carbon-neutral by 2050 and has plans to introduce 70 new electric models by 2028. Volkswagen has also invested in the well-being of its employees by providing them with a safe and healthy work environment (Volkswagen Group, 2023). The company has implemented several programs such as "Volkswagen for Employees," which focuses on the professional development and health of its employees. Volkswagen has also emphasised the importance of diversity and has set a goal of increasing the number of women in leadership positions to 30% by 2025 (Sergio and Rylova, 2018).
In terms of CSR, the company has made significant efforts to improve its image and reputation after the "diesel gate" scandal. The company has focused on developing sustainable mobility solutions and has committed to investing heavily in electric vehicle technology to reduce emissions (Zhang et al., 2021). For instance, in 2021, the company unveiled its ID.4 electric SUV, which is expected to be a game-changer in the EV market. The company has also focused on employee engagement, offering various training programs and creating a positive work culture.
4.2. [bookmark: _Toc132929592]Sustainability
Volkswagen has made sustainability a key priority in its business operations. Volkswagen has set ambitious targets to reduce its carbon footprint and become more environmentally friendly. Volkswagen has taken a circular economy approach, where it designs products for reuse, repair, and recycling, reducing waste and promoting a sustainable supply chain (VolksWagen Sustainability, 2022). The company has set a goal of reducing the carbon footprint of its vehicles by 30% by 2025 and has implemented several initiatives to achieve this (Isa, 2019). One of the initiatives is the use of renewable energy sources in its manufacturing processes. Volkswagen has installed solar panels in its factories to reduce its carbon footprint and has set a goal of sourcing 100% of its energy from renewable sources by 2030.
Moreover, Volkswagen has developed a recycling program for its end-of-life vehicles. The program aims to recover up to 95% of a vehicle's weight, with the goal of minimizing waste and reducing the environmental impact of its products.  In comparison to its competitors, Volkswagen's sustainability efforts have been relatively successful, with the company ranking among the top automotive brands in sustainability reports (Kasych and Vochozka, 2018). The company has also been recognized for its efforts in CSR, such as receiving the highest rating in the Dow Jones Sustainability Index in 2020 (VolksWagen Sustainability, 2022). However, there is still room for improvement, as the company faces criticism for its slow transition to electric vehicles and for not doing enough to address its past emissions cheating scandal.
5. [bookmark: _Toc132929593]Sustainability Recommendations
Based on the analysis conducted, there are several recommendations that Volkswagen can consider to develop competitive advantages in the future through further sustainability practices.
· Expand the electric vehicle portfolio: As mentioned earlier, Volkswagen has made significant strides in the electric vehicle market with its ID.3 and ID.4 models. However, the company should continue to invest in and expand its electric vehicle portfolio to cater to the growing demand for sustainable transportation (Volkswagen AG, 2023). This would not only help Volkswagen to reduce its carbon footprint but also provide a competitive advantage over its rivals.
· Increase use of renewable energy: Volkswagen can also increase its use of renewable energy sources such as solar and wind power in its manufacturing plants and other facilities. This would help to reduce its greenhouse gas emissions and energy costs, while also demonstrating its commitment to sustainability.
· Enhance transparency and accountability: Volkswagen can further enhance its sustainability practices by improving transparency and accountability across its supply chain. This can be achieved by setting clear environmental and social standards for its suppliers, monitoring their compliance, and conducting regular audits.
· Collaborate with stakeholders: Volkswagen can also collaborate with its stakeholders, including customers, suppliers, and NGOs, to identify and address sustainability issues. This would not only help to improve its sustainability practices but also foster trust and credibility among its stakeholders.
· Develop a circular economy model: Volkswagen can consider developing a circular economy model. This would help to reduce its environmental impact and costs, while also creating new business opportunities.
In comparison to its competitors, Volkswagen has made significant progress in its sustainability practices, particularly in the electric vehicle market. However, there is still room for improvement, particularly in enhancing transparency and accountability across its supply chain. Additionally, competitors such as Tesla have a strong focus on sustainability, particularly in the use of renewable energy sources, and Volkswagen should consider adopting similar practices to remain competitive in the market.
6. [bookmark: _Toc132929594]Conclusion
The report concludes that VW's business strategies over the past five years have focused on repairing the damage caused by the "diesel gate" scandal, expanding its market share in emerging markets, and improving its corporate governance and compliance practices. These strategies are essential in positioning the company for long-term success, building trust with customers, and achieving sustainability goals. Overall, Volkswagen's efforts to become more competitive while considering CSR and sustainability are commendable. While there is room for improvement, Volkswagen's sustainability efforts have been relatively successful, and the company has been recognized for its commitment to CSR.
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[bookmark: _Toc132929596]Appendix 1: SWOT Analysis
	Strengths
	Weaknesses
	Opportunities
	Threats

	Strong brand reputation
	Dependence on the European market
	Growing demand for electric vehicles
	Competition from other automakers

	Diverse product portfolio (multiple brands)
	Damaged reputation due to dieselgate scandal (Siano et al., 2017)
	Expansion in emerging markets (e.g. China)
	Stringent government regulations

	Advanced technology and innovation (Volkswagen Group, 2023)
	Lack of focus on sustainability in the past
	Autonomous vehicle market growth
	Economic uncertainty and market fluctuations

	Broad manufacturing capabilities
	High debt levels due to diesel gate fines
	Growing demand for shared mobility (Chen and Zhong, 2022)
	Rising production costs and supply chain disruptions

	Efficient and effective production processes
	Dependence on traditional combustion engine vehicles
	New business models, such as subscription services
	Potential disruption from new mobility technologies and startups (Chen and Zhong, 2022)




[bookmark: _Toc132929597]Appendix 2: VRIO framework
	Resource/Capability
	Valuable
	Rare
	Inimitable
	Organized

	Brand Image
	Yes
	Yes
	Yes
	Yes

	Production Facilities
	Yes
	No
	No
	Yes

	R&D Capabilities
	Yes
	Yes
	Yes
	Yes

	Skilled Workforce
	Yes
	Yes
	Yes
	Yes

	Marketing and Advertising Capabilities
	Yes
	Yes
	Yes
	Yes

	Financial Resources
	Yes
	No
	No
	Yes
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