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INTRODUCTION


Strategic management can be defined as an ongoing process which comprise of planning, monitoring and analysis of the business operations so as to meet the organizational goals and objectives (Henry, 2021). Sustainability is the ability of a business to support the business process continuously over the time. The report presented is on Volkswagen, which is a German automobile manufacturer. The company was established in the year 1937 and is headquartered in Wolfsburg, Germany (The Volkswagen Win-Win Sale Event⁠1
Now on. Ends 4th September 2023). The below mentioned report will be covering the business strategies of Volkswagen for the past 5 years. It will also highlight the resources and the capabilities of the company which are aligning with the strategies build by the business. The evaluation of the competitive strategies for considering the sustainability and the environment of company are also mentioned. At last the recommendations on how to further enhance the sustainability practices are mentioned. 
TASK 

Identifying key business strategies of Volkswagen over past five years.

Volkswagen is considered as one of the largest automobile company engaged in manufacturing cars. The company has emerged as one of the leading business while overcoming many hurdles with their strategic plans and strong decision making. In the year 2015 the company has to face one of the biggest challenges named as “dieselgate” (Everything You Need to Know about the VW Diesel-Emissions Scandal 2023). The environment protection agency within USA has issued a notice for the company that they have violated the clean air act. The company had declined these claims but after the evaluation of whole situation they have apologised with their stakeholders and have paid compensation and fines. So in order to make sure they regain their reputation and fame company has devised new and innovative strategies. The key business strategies of Volkswagen for the past five years are mentioned below: 
Diversification Strategy – It is the strategy which is used by the business to expand or grow in several markets. Volkswagen have diversified their revenue streams from different brands which had helped them to maintain revenue streams. With the help of this strategy Volkswagen was able to target several customer segments in different markets (Máté and Péter, 2022). After the dieselgate scandal the company has lost many of their loyal customers and also they have lost their market share. But with the help of the diversification strategy the company was able to regain their position in the market and were not dependent on a single source of income. For the brand the main sources of income come from the passenger car segment, commercial vehicles and power engineering. 
· Collaboration with local Chinese auto-makers – China is known for their innovations and the low cost labours. Volkswagen is operating in China by two joint ventures which are FAW Volkswagen and SAIC Volkswagen. These ventures are aiding the company to offer their customers with 150 models within the market (Dong and Mah, 2020). The brand’s strategy to collaborate with the Chinese companies was proved to be beneficial and company has become the second largest car manufacturer in China. After the dieselgate scandal, the ventures within China has helped the company to sell a large number of cars which had helped them to handle the problems effectively. Entering into Chinese markets has helped the company to gain global market share in an effective manner. 
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Figure 1 - SAIC Volkswagen Automotive Corporation Ltd.'s motor vehicle sales from 2011 to 2018

· Focus on brand portfolio – Volkswagen has always put emphasis on strengthening their product portfolio, which is their biggest strengths. The company is selling their cars under different brand names like Seat, Audi and Skoda etc. The brand also owns Ducati, which is an Italian bike manufacturing company. Thus selling their cars through different brand names has helped the company to gain more market share and competitive advantage over their competitors. This strategy of the company had helped them after the scandal as they are selling under different brand names and different companies. 
· Place strategy – After the scandal the business has started manufacturing and assembling their cars in all the major countries, so that they can deliver their cars on time. The brand has established several manufacturing unites in different parts of the world like USA, China and Mexico which had allowed them to make sure that the demand for their cars is fulfilled efficiently. Establishing manufacturing units in different countries have allowed the brand to make use of their infrastructure and produce cars in lower costs. The brand has first identified the potential of countries and then they have set up the manufacturing units. At the time of the scandal the company had pulled out the cars which have manipulated the emission results. This was done easily because of the strong distribution network through which the issues within the cars can be detected. 
Analyse with proof the resources and capabilities of the case study company over the past five years and analyse to what extent the company has aligned its resources and capabilities to its current business strategies
It is important for Volkswagen to use their resources effectively so as to make sure they will be able to mitigate the problems. The company is engaged to make full use of their resources and the capabilities so that they will be able to enhance their market share and grow sustainability. The resources and capabilities of the business are mentioned below: 

· Bigger infrastructure for production- Volkswagen is engaged in manufacturing around 10.9 million units of cars in a year. The brand is having a total of 118 manufacturing units in different locations (Production and locations 2023). Thus the brand is making sure they are continuously enhancing their production concepts so as to adapt new technologies. Main strength is associated in terms of competitive design with respect to global production network.
· Image and global presence of the brand- Volkswagen is one of the largest manufacturers of cars and they have a strong position within the automotive industry. After the dieselgate scandal the company has to face a lot of issues due to which their popularity and brand image was decreased. The major operations of the company take place in European and Asian companies. the sales were also high for these regions. 
· Research and development capabilities- The company has made significant investments in their research and development areas, which has helped them in managing strong research and development capabilities (VRIO Analysis of Volkswagen 2023). The investments made were required by the brand so as to enhance the value of their organization sustainability. Investing more in research and development areas will help the company with increased market participation and also give cost management benefits. Research and development can help Volkswagen in staying ahead of their competitors and keeping up with the market trends. 
· Expanded portfolio of the product- The product portfolio of Volkswagen is very vast and comprise of 12 brands. With the help of the extended portfolio the company is able to meet the needs of the diversified groups and are able to meet the needs of every type of customer (Elsworth, 2023). Expanded portfolio had helped the company in spreading the risks between the markets. Also if one of the vehicle is not showing sales than the sales of the other vehicle can manage it. 
· Human resource management and organisational culture- The brand is continuously engaged in motivating their human personnel and transforming the organizational culture as per the requirements of the 21st century. The main reason behind the success of the company is the productivity and engagement of their workforce. The number of employees working has increased over the time because Volkswagen is supporting positive culture within their premises. 
· Financial Ability- For this resources company has make use of their financial resources that is generated for the expansion. From the statistics it came to view that the sales number is increasing at a faster pace in comparison to other car manufacturers in Germany. 

	Resources 
	Valuable  
	Rare
	 Imitable 
	Organisation 
	Impact 

	Large production infrastructure
	Yes 
	Yes 
	Yes
	Yes
	Provide competitive edge 

	Brand image and global presence
	Yes
	Yes
	No 
	Yes
	The competitive position is not for the longer term

	Research and development capabilities
	Yes
	Yes
	No
	Yes
	The competitive position is not for the longer term 

	Large and extensive supply chain
	Yes
	Yes
	No
	Yes
	The competitive position is not for the longer term 

	Large product portfolio
	Yes
	Yes
	Yes 
	Yes
	The competitive position gained is for the longer duration that last for future 

	Human resource management and organisational culture
	Yes
	Yes
	No 
	Yes 
	The competitive position gained is for the longer duration that last for future

	Financial Ability
	Yes
	Yes 
	No 
	Yes 
	The competitive position gained is for the longer duration that last for future


The above VRIO analysis has shown that the large production infrastructure of Volkswagen is providing them with a competitive edge over their competitors. The company is able to produce their vehicles in large quantity thus; it is valuable to them along with it also it is helping in enhancing the organizational capabilities. Volkswagen is presented all over the world but the brand image and global presence of the company will provide them short- term competitive advantage. The large product portfolio of the brand is helping them to gain competitive position for longer duration. Also larger product portfolio of Volkswagen will lead to greater brand awareness and it will help in building loyal customer base. This helps the company in making sure that they are investing in the products which are having higher sales. Overall growth can help the company in aligning with their projects. 
Evaluation of how Volkswagen has tried for becoming more competitive while taking sustainability & environment in consideration

After the challenges faced by VW, they have tried to become competitive by taking sustainability and environment in focus, firm has tried to promote itself as the environmental steward, its cars on vanguard of the clean energy revolution. Firm has promoted diesel as the low emission alternative for petrol & spend $77 Million in year 2015 in US markets for advertising the diesel cars, proclaiming its greenness (VW scandal puts greenwashing in the spotlight, David Gelles, 2015). Firm has also, tried for gaining the competitive advantage in market by increasing the sustainability practices such as reuse and recycle, reduce the waste production, improve the energy efficiency etc. in business. Firm has used sustainability practices for enhancing the brand image which was impacted during scandal. When firm was fined during scandal, it affected the firms brand image and many of the stakeholders lost trust from organization (Dyer and et.al., 2021). It was found that firm has made great negative impact on environment & manipulating the emissions test raised many questions on the firm’s integrity so, VW has focused on recycling and reusing the materials in the organization to contribute more towards environment. Many people were criticizing the firm for working in an unethical manner and that is why it is vital for the firm to regain trust of various stakeholders & maintain the firm position in market despite of the negative brand image. Business favours working with the socially responsible suppliers & believes that by having the reliable partners, business is in profit. With emphasis on decarbonisation, VW has built the sustainable supply chain. Decarbonisation of Group and in product portfolio is the major part of NEW AUTO Group strategy, where firm has defined it as focus area in base initiative. Firm has established decarbonisation index (DKI) as the key performance indicator, which measure the emissions of CO2 & Co2 equivalents by brands which produces the passenger cars & light commercial vehicles is also measured in regions of Europe (GROUP MANAGEMENT REPORT, n.d.). Business analyses the supply chain risks & informs the partners about the issues of environment. VW evaluates the policy violations & scores supplier’s sustainability (Jung and Sharon, 2019). Firm even make sure that the supplier respects rights of staff. Volkswagen is dedicated to the decrease in carbon emissions & collaborates with the suppliers in decreasing the environmental damage. After scandal, firm was under pressure from the consumers and shareholders for adapting to the strict emission, social & ethical rules, so the management of firm has made various sustainability approaches like fuel efficient vehicles, less wastage of resources etc.  as the tool for enhancing brand image for gaining the competitive advantage in industry. VW is using sustainable production methods which reduces the waste and consumes less electricity. This has helped the firm to become more competitive in the market and gain competitive advantage. VW uses various sustainability approaches such as waste reduction, designing fuel efficient vehicles etc. for creating the environmental, social & financial benefit for the all by aligning of board, employees, management, partners & suppliers for the common goal. Working with the sustainable suppliers who also work towards the benefit of environment by various practices such as recycle, reuse etc. has aided firm for overcoming the different issues & gain competitive advantage in sector. VW even promotes the sustainable practice of recycle and reuse to increase awareness about the firm’s approach towards the protection of environment. 
Recommendations for how sustainability practices may help firms for developing competitive advantage in future

For enhancing the sustainability practices & developing the competitive advantage, Volkswagen may consider these recommendations- 

· Increase the investment in research & development- Firm may invest more in the research & development for developing the innovative technologies which will enable firm to stay ahead of competition. For instance- firm may develop the new materials which are more sustainable and environment friendly for the vehicles. 

· Collaborate with the suppliers- Firm may work closely with the suppliers to motivate them towards the sustainable practices in the operations of business. This collaboration will aid in reducing environmental impact of VW supply chain & enhance the firm’s reputation as the responsible & sustainable business (Kostadinova and Maclaran, 2022). Collaborating with the suppliers who also work towards the sustainability will help the firm to get positive brand image. 

· Expansion of the sustainable products-  For appealing to the wide range of consumers who are environmentally aware. Firm may expand the sustainable products range beyond electric vehicles. Firm may experiment with use of the alternative fuels such as hydrogen or develop the vehicles which are fuel efficient. 

· Decrease carbon footprint of its production process- VW may implement the measures for reducing carbon footprint of the production process, like use of the renewable energy sources & adopt the energy efficient practices. It will aid to decrease the firm’s environment impact & improve the image as the reputable & sustainable business (Seuring, 2021). 

CONCLUSION 

From the above report is concluded that sustainability & strategic management are 2 main aspects of business which helps the business to get the competitive advantage in industry. Report discusses business strategies used by firms and highlights how the firm use sustainability practices such as recycle and reuse, waste reduction etc. for achieving the competitive advantage in industry. Report demonstrates the problems which company faces in industry for not following the rules and regulations. Many firms fail to cope with the issues which rise in industry regarding the sustainability and environment protection. It also evaluates the strategies devised by Volkswagen to overcome the scandal. Company’s strategic agility & approach for sustainability has aided firm for overcoming issues and gain good share in market. By making the business sustainable, they can achieve the sustainable growth. Recommendations were also discussed in the report for making business better such as- expansion of sustainable products, increase the investment in research and development, decrease the carbon footprint in production process.
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APPENDIX 

PESTLE ANALAYSIS 

Volkswagen is the second largest automotive manufacturer and they are continuously engaged in manufacturing new and innovative design cars for their guests. In order to have an evaluation of the external environment the business will be in need to do PESTLE analysis. PESTLE analysis will help the company in determining the factors which will have an impact on their business operations. PESTLE analysis for Volkswagen is mentioned below: 
Political factors: Trade tariffs are affecting the Volkswagen group in both UK and USA, as they both are the major markets for many vehicles of the brand. There are some doubts between the future trades between Germany and other countries because of trade regulations. The brand is also affected by the Street to Zero policy of UK government. The country will be finishing all the petrol and the diesel vehicles from the road. This had discouraged most of the buyers of the company. 
Economic factors: The COVID- 19 pandemic had a negative impact on the sales of the cars, which is why the profitability of the brand had dropped. During the time of BREXIT, Volkswagen has faced capital issues, because many British citizens have stopped the purchase of European products. This had a decline in the sales of the vehicles of the company. 
Social factors: Volkswagen is a world known brand but when it comes to luxury vehicles, the first preferences of the buyers are Ferrari, BMW or Audi. This is because the company is operating through different brands and they are not seen as a premium automobile brand. the brand is also not seen as a cheap automobile brand. Also the increasing popularity of the ride sharing applications like Uber is affecting the sales of Volkswagen. 
Technological factors: The world nowadays is moving really very fast towards automation. The companies are already using self- driving vehicles and scientists have claimed that in the coming future the automobile industry will be driven by automation. Thus Volkswagen need to adapt to new technologies so as to make they can competitive advantage. 
Legal factors: Since the company was stand in the 2015 for allegedly manufacturing the engines without emission test, the company had to put more focus on following the rules and regulations while manufacturing vehicles. The brand has justified themselves by citing the technical faults and enhancing their brand image. 
Environmental factors: Volkswagen have to focus on the increasing global climate concerns which is one of the fastest growing concern of all the automobile manufacturers. The traditional engines used by Volkswagen can be replace by technology which is better for the environment. This has to be done by Volkswagen so as to remain competitive within the automobile industry. 

