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[bookmark: _9xmtuh124mnc]Introduction
Strategic management refers to the process of developing and setting goals, objectives and procedures to make an organisation more competitive. Through strategic management, the company deploys its resources and staff to achieve the set goals and objectives. On the other hand, sustainability has become an important aspect in the modern business world where it focuses on the long-term stability of the company as well as the safety of the environment and the society. The report will discuss the key strategies developed by Volkswagen over the past five years which has helped in its expansion and development. It will also focus on the capabilities and resources based on case study provided along with the analysis of the company's approach to align its resources with its business strategy. The competitive scenario of the company will be provided using porter’s five force framework. It will also recommend how Volkswagen can further practise sustainability in its organisation.   

[bookmark: _fn8373l6gzqw]Overview of Volkswagen
The Volkswagen Group, also referred to as Volkswagen AG, is a successful German company which manufactures automobiles and it was founded in 1937 by the government of Germany. The aim of the establishment of the company was to produce inexpensive “people’s cars” in massive quantities. The company is headquartered in the city of Wolfsburg in Germany. The company is known for producing high-quality vehicles that are stylish and have an elegant finish to them. Volkswagen has become humongous and successful in the automobile manufacturing industry and there are currently more than 150 countries where the company operates its business (Majláth and Ricordel, 2021). Those countries include Mexico, the United States, India, Brazil, and more and the company has been expanding into new markets. A study found that the Volkswagen Group generated a revenue of more than 235 billion pounds in 2022 alone. It has also been ascertained that the company’s average revenue is 200 billion pounds a year. It has been ranked number one on the list of the most successful automobile manufacturing companies in the entire world. It is the toughest competitor to companies like Toyota, Mercedes-Benz Group, and Stellantis (Agrawal et al., 2021). The company has been working on the development of futuristic cars beginning with electric vehicles.    
[bookmark: _ugcv2ncqff4r]Key strategies developed by Volkswagen 
Volkswagen is one of the most popular brands in the automobile industry that has brought significant development over the past years (Copping, 2023). These developments have been made to rebuild the trust that was shattered by the scandal of the emission of more than a limited amount of nitrogen peroxide by its vehicles. The manufacturing of vehicles is seen to emit a large number of carbon emissions that are harmful to the environment. Thus, Volkswagen has developed various strategies to further expand its business in the automobile industry. The company has developed an aim to halve the carbon emission made by its manufacturing plants by 2025. The company is also committed to be a carbon-neutral company by the year 2050 with the major purpose of protecting the climate (Volkswagenag.com, 2021). 
Through its various initiatives and strategies, Volkswagen has aimed to reduce emissions by its vehicles by 30% by 2025. The green technology adopted by Volkswagen is one of the most effective strategies of the company throughout its business of offering vehicles to its customers. Another major strategy of the company to take over the European automobile industry is to expand its portfolio so that numerous choices and preferences of customers can be understood and met. Under the portfolio of Volkswagen, SKODA, Audi, Lamborghini, Bentley, Ducati, Porsche and CUPRA. These brands are some of the most popular automobiles across Europe that have made a significant impact on customers (Wirtz and Wirtz, 2020). The company has indulged in enhancing its innovative aspects so that the changing preferences and needs of customers can be addressed. The company has its primary focus on primary markets where the company has been operating so that more influence and developments can be brought. 
The business strategy that has been developed by Volkswagen has been to attain excellence in vehicles along with enhanced safety and efficiency. Another major strategy that was recently developed by the company was the TOGETHER 2025+ strategy which comprised specific aims and strategic decisions. The TOGETHER 2025+ strategy was developed by Volkswagen to strengthen its process of developing a long-term future as well as generating the maximum amount of profit for the company and the group (Welch, 2019). The business strategy aims to offer the best governance, best brand equity, best performance, excellent leadership and so on. Another major purpose for developing this strategy was to offer software-enabled vehicles to its customers. The best performance module aimed by Volkswagen was to achieve increased and enhanced sustainability within the organisation. Through this initiative, the company wants to contribute to future generations. Through this strategy, the company has taken the initiative of making all its vehicles based on its platform of cross-brand software (Ozen, 2020). This initiative will also increase synergies between vehicle projects and individual brands that are offered across the world. These are some of the major strategies that were developed by Volkswagen over the past few years. All the initiatives and approaches of the company were to rebuild trust among its customers so that it can effectively expand its business across the world.     
[bookmark: _un78vt6sco06]Capabilities and resources of Volkswagen
Volkswagen has taken various initiatives and strategies to enhance its competencies and capabilities to stand ahead of its competitors. Volkswagen is also considered one of the most popular car brands across the world that has put immense focus on safety and excellent performance. To check the capabilities of Volkswagen as well as to identify its organisational resources, VRIO analysis will be done over the company. Among numerous valuable resources of a company, its brand image is one of the most important. However, the company ruined its image by not abiding by the rules of emitting a limited amount of nitrogen oxide which has a serious impact on the health of individuals. However, the company took responsibility and paid a significant amount of money to its drivers as an act of compensation. 
	
	Valuable 
	Rare 
	Immutable 
	Organisation 

	Brand image
	Yes
	No
	No
	Yes

	Global presence 
	Yes 
	Yes 
	No 
	Yes

	High quality 
	Yes 
	No 
	Yes
	Yes 

	Risk management 
	Yes 
	No 
	No 
	Yes 

	Financial backup 
	Yes 
	No 
	Yes 
	Yes 


Table No 1: VRIO analysis of Volkswagen
(Source: Created by the learner)
Over the years, Volkswagen has successfully developed its brand image among customers which was ruined by the emission scandal in the year 2015. Currently, it is considered to be one of the most popular brands in the automobile industry. In addition to it, the company is also known to be the most trusted as well as reliable manufacturer of automobiles. 
The company has also expanded its business overseas to increase its profit through the expansion of its business and expanding its customer range. Thus, it can be considered that the company has attained a global presence which is a valuable resource for Volkswagen. The global presence of the company also shows its capabilities to bring significant changes and developments to overcome issues and challenges that may limit or constrain its potential. The international presence achieved by Volkswagen is one of the most valuable and rare resources of the company. The global presence in the automobile industry will offer a wider and extended source of income (Jacobs and Singhal, 2020). However, managing this expanded presence is very difficult and requires effective management and strategies. The company takes a huge risk by extensively promoting its innovation, however, it proves to be advantageous for the company (Hanelt et al., 2021). Volkswagen also has an efficient and effective risk assessment and management strategy. Through this strategy, the company has the ability to look out for potential threats and challenges that are faced during its process of expansion. Having effective risk management and assessment is an important requirement for long-term growth and success (Mishra et al., 2019). To make a further impact on its customers, the company opts for various marketing strategies with unique and innovative content. Marketing and promotional channels are one of the most important requirements for a company. In addition to it, the company also has financial backups from its international market that supports its new innovation, research and developments. From the above information, it can be considered that the company has successfully aligned its resources with the business strategy.   


[bookmark: _t7jpi32wtj2f]Competitiveness and Sustainability
Using “Porter’s Five Forces framework,” Volkswagen’s competitive strategy can be evaluated.
Porter’s Five Forces
Competitive Rivalry: It has already been assessed that the Volkswagen Group is one of the most competitive automobile manufacturing companies in the world. However, there are a few competitors like Mercedes-Benz Group and Honda that are going neck-to-neck with Volkswagen. Although they are some of the biggest competitors of the Volkswagen Group, the competition is not that strong because Volkswagen’s annual revenue reaches 280 billion euros each year while companies like Mercedes-Benz are able to earn around 150 billion euros annually (Veldman 2019). This goes to show that Volkswagen’s competitors do not have a competitive advantage against it.
Bargaining Power of Buyers: Volkswagen is a company that has been built on the principle of producing inexpensive cars so that millions of people can buy them. Therefore, the company sets out the prices of its cars low compared to that of its competitors. This gives the company an advantage since customers are constantly looking for good quality products at fair prices. This makes Volkswagen a suitable brand for customers as it offers premium quality vehicles at lower prices (Majláth and Ricordel, 2021). Since Volkswagen’s brand image itself says a lot, the company has an upper hand when it comes to bargaining power.
Bargaining Power of Suppliers: The suppliers of Volkswagen are constantly wanting to work with an established brand like itself and that gives the company a competitive advantage. The company can also opt different suppliers for raw materials but the suppliers do not have the same advantage. They rely on contracts they sign with renowned companies like Volkswagen because it is profitable and it is easier for them to trust such a successful brand (Bachmann et al., 2023). Therefore, the bargaining power of suppliers is low, giving Volkswagen the advantage of bargaining freely with its suppliers and negotiating prices to make more profit.
The Threat of New Entrants: There are numerous barriers that keep new companies from entering the automobile industry. The first factor is the capital investment that goes into establishing a new company which most individuals and organisations lack. To add to that, most potential entrants do not have the experience required to keep up with the ongoing competition in the industry. Since Volkswagen is an established brand with a powerful brand image, it does not face threats from new entrants (Gaim et al., 2021). Initiating distribution channels and attracting new customers also become restraining factors that keep new companies from entering the industry.
The Threat of Substitute Products: Volkswagen faces mild threats from substitute products given the increase in gas prices and the initiatives taken by governments to make way for environment-friendly products. This has led to a decrease in the number of potential customers for the company and they are inclining towards budget-friendly and environment-friendly options like public transportation and electric cars. That being said, there are customers who prefer to have their own vehicle to drive around in and Volkswagen has already started working on the development of electric vehicles (Bhalla and Overton, 2019). This means substitute products do not pose significant threats to a successful company like Volkswagen.
Volkswagen aims to pursue sustainability in terms of social, ecological, and economic standards. For this, the company focuses on improving working conditions for employees, creating value for its customers, conserving resources and saving the environment. The company is committed to reducing its carbon footprint by as much as 50 per cent by the year 2030 (Feder and Weißenberger, 2021). These initiatives are taken by the company to help improve the sustainability of the company as well as the environment. 
[bookmark: _319irad59v8t]Recommendations for improving sustainability practices
There have been revolutionary steps taken by Volkswagen, as an automobile manufacturing company, to improve its sustainability and gain a competitive edge. There are, nevertheless, various things the company can incorporate into its practices to make itself more successful.
The climate change crisis is one of the biggest concerns of today and that is one area Volkswagen should be focused on. For this, Volkswagen has been working on e-mobility and trying to develop efficient battery-powered cars. In 2022, Volkswagen sold around 570 thousand electric vehicles (Bhalla and Overton, 2019). However, the company has yet to become as efficient at selling electric cars as its competitors like Tesla. One of the reasons for the increased sale of electric cars by Tesla is that it has invested in opening up its own showrooms and selling directly to customers. This strategy can also be used by Volkswagen to increase its sales and become an environment-friendly company (Kurbetti and Maheshkar, 2020). Another strategy that can be used by Volkswagen to practise sustainability is enabling “net-zero transport” which includes the electrification of all of its products. The company could also invest in recycling used batteries so that the cost of production can also be improved while making the company more sustainable. These strategies will work towards making Volkswagen extremely competitive as well as more sustainable.
[bookmark: _wi2gfp5n7q3t]

[bookmark: _uem6pqj9ecp6]Conclusion 
To sum up the above findings, it can be concluded that strategic management is to set objectives and develop procedures to enhance the competitiveness of an organisation. Strategic management uses its resources and staff effectively to achieve the set objective and goals of an organisation. It was also found that sustainability was an important element for an organisation for long-term success as well as further development. The report discussed various strategies that were developed by Volkswagen over the past five years which helped in its expansion and further development. It focused on the capabilities and resources of Volkswagen and also analysed the company's approach to align its resources with its business strategy. The competitive scenario of the company was provided using Porter's five-force framework. A few recommendations were made on how the company could further enhance its sustainability practice for the success of the company.    
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