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Introduction
A business strategy describes the course of action a firm will take to realize its vision and established goals and directs internal decision-making (Kay, 1995, p.1). The decisions and activities a firm plans to take to accomplish its goals and objectives are laid forth in its business strategy (Indeed, 2020). A good strategy, according to Rumelt (2011), is an approach and precise response to removing barriers to advancement inside an organization. Thus, businesses must have a good strategy to enhance growth (Rumelt, 2011). This report examines the business strategies adopted by Volkswagen and their success. The report also examines the resources and capabilities of the company and how they have been aligned with the company’s business strategies and the company’s sustainability practices as well. 
Volkswagen is a German automobile company which was incorporated back in 1937. Since its incorporation, Volkswagen has grown to become a global brand with manufacturing worldwide. Its cars are now built across the globe, but most of its cars are still made in its home town in Wolfsburg, Germany. Its global production network consists of 118 facilities, of which 70 operations only produce automobiles (Volkswagen, 2022). Volkswagen is currently one of the world's top producers of cars and commercial vehicles. In 2021, the group recorded sales revenue amounting to €250,200 million up from €222, 884 million in 2020 due to increased demand (Volkswagen Group, 2021). In 2015, the company was involved in an emission scandal due to cheating pollution emissions tests (Hotten, 2015). As a result, the company was forced to pay £193 million in settlement to over 90,000 drivers in England and Wales (BBC News, 2022). 
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According to Kay (1995), the strategy of successful firms ought to be adaptive and opportunistic. According to Rumelt (2011), a successful strategy uses power where it will have the biggest impact. A strong strategy can significantly accelerate a company's growth (Rumelt, 2011). 
Over the last couple of years, Volkswagen has adopted several business strategies which have seen the company grow to its current success (Kay, 1995). However, the company has also faced many challenges due to the business strategies adopted. The company's approach to integrating sustainability, research, and development is the foundation of its competitiveness. CSR Europe (2021) indicates that sustainability is one of Volkswagen’s core business strategies for future growth and development. Volkswagen has set strong and measurable goals for decarbonisation, responsible supply chain practices, e-mobility and digitalization. For example, it aims to be net carbon zero by 2050. Its focus is on four key areas; decarbonisation, circular economy, responsibility in supply chains and businesses and workforce transformation in which it has set higher training budgets (CSR Europe, 2021).  
For the business, sustainability entails simultaneously and energetically pursuing economic, social, and ecological goals (Volkswagen, 2022). According to Carroll's CSR framework (See Appendix 1), a company has obligations in the areas of economy, law, ethics, and philanthropy. While fulfilling ethical obligations is anticipated by society, fulfilling economic and legal obligations is a requirement. On the other hand, meeting philanthropic responsibilities is desired by society (Carroll, 2016). With its sustainability strategy, Volkswagen wants to make sure that at each level of the value creation process, the possibilities and risks related to its environmental, social, and governance initiatives are quickly identified (Volkswagen, 2022). However, the company engaged in unethical practices back in 2015 in which it cheated emission tests to drive sales. Rather than manufacturing cars that met emission standards, Volkswagen installed emissions-cheating devices in its vehicles which deceived consumers and the Environmental Protection Agency as well. The company misled consumers about sustainability ratings as it focused on using sustainability as part of its strategy to drive sales and enhance growth (BBC News, 2022). This greatly affected the company’s growth affecting sales and forcing the company to pay up to £193 million in terms of fines, compensation, civil settlements and buyback schemes. Thus, the company had to stop its practices of cheating emission standards and focus on building consumer trust (BBC News, 2022). Since then, the company has changed its sustainability practices and focused on reducing its environmental impact among other philanthropic actions (Volkswagen, 2021). 
Volkswagen also unveiled its TOGETHER 2025+ group strategy in 2019 geared towards ensuring the group's long-term future and fostering profitable growth. The modules included in the strategy are “Best Governance, Best Performance, Best Brand Equity, Software-enabled Car Company and Excellent Leadership” as shown in Figure 1 below (Volkswagen, 2019). This strategy was aimed at enhancing the company’s transformation and achieving sustainable growth through the creation of a streamlined corporate structure to manage the company’s brands, accelerate decision-making and continually leverage synergies. This strategy was also aimed at building consumer trust by making the group be perceived as efficiently managed, trustworthy, sustainable and transparent (Volkswagen, 2019). Through this strategy, the company planned on going green by launching over 30 fully electric new vehicles by 2025. This was aimed to drive profitable growth which is why it has continued to pursue this strategy (Forbes, 2016). 









Figure 1: Volkswagen’s Together 2025+ Strategy
[image: Future program “TOGETHER” – Strategy 2025 (graphic)]

According to Bai (2021), Volkswagen transferred its operations online in response to changes in the business environment as well as the dynamics and influence of ICT. The company's move to digital channels was a wise move that accelerated its development. It made it possible for buyers to buy cars wherever they were. Additionally, its digitizing strategy encouraged clients' flexibility to purchase goods and services at their convenience and comfort level. One of the company's response methods to the COVID-19 pandemic has been to offer its products online.
Another response strategy was an increased focus on cost reduction. Bai (2021) indicates that amid the covid-19 pandemic, Volkswagen focused on reducing the costs of operations as part of its response strategies. According to Porter, there are four growth strategies that companies can adopt (See Appendix 2). Porter argued that strategy targets either cost leadership, differentiation, or focus. A company has to adopt one of the three strategies or risk wasting precious resources (Porter, 2008). By adopting the cost leadership strategy, Volkswagen focused on minimizing the costs it incurs in production. For example, the business talked about reducing investments, fixed costs, and R&D costs. (Reuters, 2020). The cost-cutting strategy also called for the early retirement of administrative workers at the Wolfsburg headquarters, which may result in a reduction of up to 7000 jobs. However, as part of the cost-reduction strategy, the company ruled out compulsory layoffs. This was not a new strategy within the company. In 2016, the company also set out a cost-reduction programme dubbed Future Pact (The Economic Times, 2020). Therefore, maintaining low production and operations costs is a great strategy which has enabled the company to remain profitable. The fact that the same strategy was adopted when the company faced uncertainty amid the pandemic shows that it has been effective so far. 
In addition, in 2021, the company revealed its “New Auto” business strategy. The company indicated that the new business strategy is aimed to help the company grow its revenues through an increased focus on electric cars and software-driven services. The new auto strategy is expected to run until 2030 (Attwood, 2021). It involves the transformation of the company into a “software-driven mobility company. Additionally, it aims to take advantage of linked services' potential to increase automobile sector income. The idea is predicated on the group's intentions to expand its scope by using shared vehicle platforms and software more frequently. By offering mobility services made possible by autonomous vehicles and selling automobile features and services online, it hopes to create new revenue streams (Attwood, 2021). The company now employs this strategy.
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Volkswagen’s Resources and Capabilities
According to Kay (1995), a company's ability to successfully match its external relationships with its unique skills is the basis for its success. A competitive advantage based on a company's unique qualities is what drives corporate success. Businesses must recognize their unique skills, choose the markets that are most suited to their strengths, and develop strong competitive strategies to take advantage of them if they want to flourish in today's dynamic business environment. For a firm to be successful, it ought to have adequate resources and capabilities to achieve its aspirations (Kay, 1995). According to the resource-based view theory, a corporation is best positioned for long-term success when it has access to valuable, rare, difficult-to-replicate resources. They lay the groundwork for a business to grow its capabilities, which will result in improved performance in the market (Alvarez and Barney, 2017). 
Table 1 below shows an analysis of the resources and capabilities of Volkswagen in the last five years.
Table 1: Volkswagen’s VRIO Analysis
	Resources/Capabilities
	Valuable 
	Rare
	Imitable 
	Organization
	Competitive advantage 

	Great Leadership
	Yes
	Yes
	No
	Yes
	Sustained competitive advantage 

	Diverse Production/manufacturing infrastructure 
	Yes
	Yes
	Yes
	Yes
	Sustained competitive advantage 

	Great R&D capabilities
	Yes
	Yes
	No
	Yes
	Temporary competitive advantage 

	Strong brand image/global presence 
	Yes
	Yes
	No
	Yes
	Temporary competitive advantage 

	Skilled workers
	Yes
	No
	Yes
	Yes
	Sustained competitive advantage 

	Diverse product portfolio
	Yes
	Yes
	Yes
	Yes
	Sustained competitive advantage

	Diverse and sustainable supply chain
	Yes
	Yes
	No
	Yes
	Temporary competitive advantage 



Volkswagen’s brand image and global presence are among its greatest capabilities. The company currently operates in 153 countries in which it focuses on selling its cars and other products (Volkswagen, 2021). This is closely aligned with its Together 2025+ business strategy of enhancing sales and revenue growth. Through this strategy, the company aims at enhancing its sales and revenues worldwide and thus, enhancing its global presence is crucial. In addition, to boost its brand image after the settlement of the 2015 emissions scandal, Volkswagen has also focused on enhancing transparency to become a transparent brand (Volkswagen, 2022). This shows how the company is aligning its brand image with its strategies to continue driving sales. 
Furthermore, among key resources within the company is its production infrastructure. Volkswagen produces millions of vehicles worldwide. In spring 2021, its production network comprised 120 locations worldwide with 70 of its plans only manufacturing cars. The production plants are distributed in 19 European countries and 10 countries in America, Asia and Africa (Volkswagen Group, 2022).  This enables the company to produce 40,000 units per day. The company has aligned its production infrastructure with its business strategies through an increased focus on sustainability in its production practices as part of its sustainability strategy and a focus on producing electric cars as part of its Together 2025+ strategy. It is also aligned with the company’s New Auto Strategy in which the company now focuses on electric cars and software-driven services to drive revenues. 
In addition, another key resource within the company is its human resources. Altman (2021) argues that people are the most important assets within an organization. They play a crucial role in the success of a company. The rise in technology has made employees valuable now more than ever (Altman, 2021). Volkswagen has approximately 662, 575 employees worldwide. They enable the company to produce vehicles and work in other vehicle-related services within the company (Volkswagen, 2022). This is aligned with its strategies. The company acknowledges that without its people, it would not have grown to the far it has come. Its people support the implementation of its strategies. 
The strong leadership within the company, under Herbert Diess who left the company on 1st September 2022 to pave way for the new CEO Oliver Blume. Under the leadership of Diess, the company underwent many struggles including the implications of the 2015 emissions scandals (Korosec, 2022). The company indicated that Diess played a key role in the transformation of the company enhancing the company’s innovative capabilities and also strengthening earning power. Diess steered the company through extremely turbulent wants and implemented a fundamentally new strategy within the company; the Together 2025+ strategy aimed at electrifying the company’s cars. He also pushed the company to move towards electrification and build software-defined vehicles under the New Auto business strategy (Korosec, 2022). 
[bookmark: _Toc123237733]How Volkswagen has tried to be Competitive Based on Sustainability
One of the major ways in which Volkswagen has tried to be competitive is the electrification of its cars. According to Korosec (2022), the company’s CEO Herbert Diess pushed the company towards electrification aimed at enhancing the company’s competitive advantage. Chen and Zhong (2022) argue that post-covid-19, Volkswagen made investments in electrification by lowering the output of fuel-powered vehicles, redistributing resources to support future development, and incorporating future development into the development of the company.
Furthermore, the firm set a target of 40% fewer emissions per vehicle in Europe by 2030 than it did in 2018 as it claims to be on the way to achieving net zero emissions. The goal of the efforts that the company is taking is to be completely carbon-neutral by 2050. The business is also eager to significantly slow down global warming and establish itself as the leading name in sustainable mobility (Volkswagen, 2021). This is why the company unveiled its New Auto business strategy as it aimed at gaining a competitive advantage and achieving profitable growth (Attwood, 2021). The company is taking a holistic approach to decarbonisation which goes beyond electrification to include the entire vehicle life cycle. For example, between 2020 and 2025, the company expects to invest €14 billion in decarbonisation measures which will focus on four areas; accelerating electrification of the product portfolio, decarbonising supply chains and production, the consistent use of green energy during the usage phase and recycling of batteries (See Appendix 3). All these are efforts made by the company to attain a competitive advantage in the industry. The company regards “the way to zero” as a genuine competitive advantage (Volkswagen, 2021).  
The company also become the first automaker to focus on transporting its new vehicles overseas using low-emission LGN ships.  The company plans to have four LGN ships to replace diesel ships in its fleet at the end of 2023 as part of its efforts to shift to low-emission logistics (Volkswagen Group News, 2021). Volkswagen has also focused on cutting 60% of combustion cars as it focuses on premium markets. To concentrate on quality and profitability rather than volume and market share, the business has set plans to eliminate 60% of combustion-engine models during the next eight years (Automotive News Europe, 2022). 
[bookmark: _Toc123237734]Recommendations to Achieve Competitive Advantage 
· One of the recommendations for Volkswagen to achieve competitive advantage is to enhance transparency to gain consumer trust and loyalty. The company was involved in an emissions scandal in 2015 which significantly affected consumer trust in the company (BBC News, 2022). Thus, being open and transparent in its sustainability practices is crucial to gain consumer trust and attain a competitive advantage in the company. 
· It is also recommended that Volkswagen embraces sustainability in its marketing and promotional practices. Integrating sustainability into the company’s marketing practices will help show the company’s sustainability efforts and win consumers. It will also help attain a competitive advantage in the market. 
· Offer remarkable quality cars based on low emissions or zero emissions as its main source of competitive advantage. This can be achieved through the continued effort to electrify the company’s cars. 
· Focus on achieving the highest customer satisfaction level by equipping precise feedback and resolution to the customer necessities. 
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Conclusion
In conclusion, implementing an effective business strategy is crucial for business success. Since Volkswagen was involved in the 2015 emission scandal, the company has greatly improved its business strategies to enhance its sustainability practices demonstrated through the company’s increased focus on CSR. The company implemented the Together 2025+ strategy as well as the New Auto strategy both of which have emphasised the electrification of its cars. The New Auto strategy has also focused on transforming the company into a “software-driven mobility company.” The electrification of its cars is one of the strategies that has helped the company attain a competitive advantage besides its decarbonisation approach. All these approaches are aligned with the company’s resources and capabilities such as its leadership under Herbert Diess, the company’s production infrastructure, skilled workers, global presence and brand image. As a result, it is concluded that the company is on the right track to winning consumer trust and loyalty after the 2015 emission scandal. 
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Source: (Carroll, 2016). 
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Source: (Porter, 2017). 
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Appendix 3: Volkswagen’s On the Way to Zero Practices
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Source: (Volkswagen, 2021). 
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