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Due to the increasing competitiveness of the business environment, strategic management has become one of the most important aspects of business organizations. It involves continuous planning, analysis, and evaluation of all organizational actions to ensure the organization has everything it needs to achieve its goals and objectives. However, having a good strategy alone is insufficient, as it must be resilient to meet both short- and long-term objectives. To increase a company's competitiveness, sustainability must therefore be at the center of every strategic plan, not as an option but as a necessity. By working toward a sustainable future, management teams demonstrate their commitment to environmental, social, and corporate governance (ESG) elements that form the basis for achieving the three Ps of profit, people, and planet, with the latter two having a significant impact on a brand's market reputation. Using Volkswagen as a case study, it is essential to analyze the company's competitive environment in order to comprehend how the company has altered its strategy to align with sustainability and what practices it may need to adopt to maintain its competitive advantage.
[bookmark: _Toc113885952]Company Background

Volkswagen (VW) is a German manufacturer of motor vehicles. The company, founded in 1937, is a flagship brand of the Volkswagen Group and one of the world's largest automakers. Its success in the industry for nearly a century demonstrates that the company's strategy has been instrumental in ensuring market competitiveness. However, this does not mean that it has not faced obstacles that have threatened its reputation and long-term strategy. In 2015, the company was involved in what was termed the "diesel gate scandal" (Jung and Sharon, 2019). Authorities in various nations discovered that company cars had been fitted with "defeat devices" to circumvent environmental regulations regarding nitrogen dioxide emissions. Using the device, company vehicles could detect testing and alter performance to indicate low nitrogen dioxide emissions when, in reality, they emitted up to 40 times the legally permissible levels (Schiermeier, 2015). Following the discovery, the company acknowledged selling more than 11 million vehicles with the defeat device worldwide. In the United Kingdom, the scandal involved approximately 1.2 million vehicles, prompting approximately 91,000 motorists in England and Wales to take legal action against the company for misleading them into purchasing high-priced vehicles that did not comply with emission regulations. As a result, the company was forced to seek out-of-court settlements with a number of its customers, a process that was both expensive and detrimental to its brand's reputation on the market. The impact was so severe that the company's automobiles lost value, its market share shrank, its stock prices plummeted, and the viability of its strategy was no longer assured (Jung and Sharon, 2019). This necessitated a significant shift in its strategic approach as a means of regaining its market competitiveness and ensuring its long-term market resilience.
[bookmark: _Toc113885953][bookmark: _Toc113885954]Strategic Analysis
Internal Strategic Analysis

The most crucial aspects of internal strategic analysis are the strengths and weaknesses components of the SWOT. In terms of strengths, the company has the broadest brand portfolio of all automakers, selling its vehicles under 12 distinct brands (Volkswagen Group, 2022). These brands include, among others, Audi, SEAT, Bentley, and Bugatti. In addition to its brand, the company's "New Auto" strategy is a key competitive advantage that continues to place it ahead of rivals. The new strategy was implemented in response to the 2015 emission scandal, with the goals of focusing on the production of electric cars, improving competitiveness in battery technology and autonomous driving, and increasing research and development spending to the double-digit billion-dollar range (Attwood 2021). The three objectives are aligned with the four pillars of the company's mission to minimize environmental impacts and positively impact society.
In 2015, the organization adopted a new mission with objectives in various areas. Under the first pillar of climate change, the company committed to achieving carbon neutrality by 2050 and a 30% reduction in greenhouse gas emissions (Volkswagen Group of America, 2022). Second, Volkswagen is committed to increasing efficiency and reducing the production of environmental externalities such as carbon dioxide and waste by 45 percent beginning in 2010, while the third pillar of air quality aims to increase e-mobility by ensuring that 40 percent of its cars are electric by 2030 (Volkswagen Group of America, 2022). For the fourth pillar of environmental compliance, the company seeks voluntary environmental protection not because it is required by law, but because it believes it is the right thing to do in protecting society (Volkswagen Group of America, 2022). It is the company's intention to use the strategy to transform itself from a vehicle manufacturer into an environmentally and socially conscious technology company. As electric vehicles represent the future, the company's primary strategy for remaining competitive and sustainable over the long term is to become a leader in the production of vehicles that utilize clean energy. The combination of the company's new strategy and brand portfolio has enabled it to leverage its internal strengths to position itself as an eco-friendly, profit-driven company that is also concerned about the environment and the well-being of society for a competitive advantage.
Despite its strengths, the company's strategy must also address internal weaknesses if it is to achieve its primary goals. Concerning most is the negative publicity the company has received since the 2015 scandal (Odugu et al. 2022). Due to the scandal, the company's brand image was severely damaged, resulting in a drop in sales, the recall of millions of vehicles from various countries, fines and damages, and an attempt to compensate the majority of its customers through out-of-court settlements. In the United Kingdom, the company had to pay £193 million in damages to more than 90,000 motorists in addition to the £26 billion it had already paid its global customers. The negative publicity and its repercussions had a significant impact on the company's costs and forced it to make significant changes to its operations as a strategic move to counteract the negative publicity. As a result of the negative publicity, the company adopted the "New Auto" strategy to reassure its customers that it has acted responsibly and implemented measures to prevent a similar scandal from occurring in the future.
[bookmark: _Toc113885955]External Strategic Analysis

SWOT analysis includes opportunities and threats for external analysis. Future fuel prices will increase as a result of the rising costs of fossil fuels and stricter regulations on greenhouse gas emissions (Razak et al., 2014). The situation has created an opportunity for companies such as Volkswagen to capitalize on clean energy vehicles, an opportunity that Volkswagen has seized by shifting its strategy from gasoline-powered to electric vehicles. As part of a long-term strategy to capitalize on the growing market for autonomous vehicles, which is projected to be worth $45 billion by 2025, the company is increasing its investments in research and development with the goal introducing autonomous vehicles by 2025 (Nicola,2022). Despite market opportunities, intense competition and additional fines pose a significant threat to the company's long-term viability. Significant investments are being made by competitors including Tesla and Google in electric and autonomous vehicles (Nicola, 2022). Volkswagen may find it difficult to make sufficient investments as it continues to pay for the reputational damage caused by the numerous lawsuits filed by customers from around the world. Externally, the company has aligned its strategy with the long term by capitalizing on the opportunities presented by the expanding market for electric and autonomous vehicles. However, it must increase its investments in research and development to match its competitors' efforts.

[bookmark: _Toc113885956]Strategic Choice
[bookmark: _Toc113885957]Porte’s Generic Strategies

Generic strategies are useful for determining a company's strategic direction in achieving its goals. Michael Porter developed four distinct strategies of cost leadership, cost focus, differentiation focus, and differentiation from which an organization can choose to achieve its goals (Porter, 2021). The strategies aim to give an organization a competitive advantage in the market, and the selection of one over the other depends on the SWOT analysis of the organization. The cost leadership strategy entails minimizing production costs by increasing efficiency, whereas the differentiation strategy entails making products more unique and desirable than those of competitors (Porter, 2021). Focus strategies, on the other hand, involve an organization identifying a specific market niche, studying it, and gaining an understanding of its dynamics, followed by a unique strategy, either in terms of low costs or differentiation, to satisfy the needs of niche customers (Porter, 2021). Regardless of the strategy chosen, a company's objective is to exploit market opportunities by leveraging its strengths.
Following the scandal of 2015, Volkswagen has embraced differentiation as its main generic strategy. The company's "New Auto" strategy aims to position Volkswagen as a technology company specializing in electric and autonomous vehicles (Volkswagen ,2020). Chief Marketing Officer Jochen Sengpiehl, commenting on the company's new differentiation strategy, stated that the company aimed to become more human by adopting the customer's perspective and remaining authentic in its business activities (Fleming, 2019). As a new beginning, the company ceased deceiving customers about a perfect world and committed itself to producing products that care about humans. As part of its differentiation strategy, the company is determined to increase the proportion of its electric cars to 70 percent of all sales in Europe by 2030 and has achieved a 50 percent share of its e-car sales in China and the United States (Volkswagen Group, 2021). Volkswagen has adopted a differentiation strategy in to become a global brand that cares about climatic changes and human health by selling environmentally friendly vehicles.
[bookmark: _Toc113885958]Ansoff  Matrix

Similar to Porter's Generic Strategies, Ansoff's matrix contains four strategic alternatives.  It provides organizations with the strategic options of market penetration, market development, product development, and diversification to become competitive (Hussain et al., 2013). Each strategy is determined by an organization's SWOT analysis and its long-term goals and objectives. Market development occurs after selling existing products into a new market, product development focuses on the introduction of new products into an existing market, and diversification involves entering new markets with new products. 
Volkswagen's "New Auto" strategy falls within the product development category of Ansoff's Matrix. As a significant departure from fuel-powered automobiles, the company's strategy involves the development of new electric and autonomous vehicles (Volkswagen, 2021). In an effort to reinvent itself after the scandal of 2015, the company is determined to brand itself as a technology company rather than a manufacturing firm. As part of its corporate social responsibility, the company pursues sustainability with the objective of "creating enduring values, providing good working conditions, and conserving resources and the environment" with decarburization, people-centeredness, integrity, diversity, and responsibility as the most important values (Volkswagen, 2022). To have a lasting impact on the environment and the people, the company had to abandon the practices that led to the 2015 scandal. This required a complete overhaul of its production unit to produce new vehicles that take advantage of technological advances such as artificial intelligence and energy sources that are friendly to the environment, like electricity. Therefore, based on Ansoff's Matrix, Volkswagen seeks to develop new products to sell in the current market.
[bookmark: _Toc113885959]Strategy Implementation
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The SAF model assists managers in evaluating the contribution of a strategic choice to the achievement of long-term organizational objectives. To be considered effective and successful, a strategy must be suitable, acceptable, and feasible (Hanlon, 2019). Sustainability is concerned with how a strategic choice exploits market opportunities and limits market constraints to strengthen a company's strategic position (Hanlon, 2019). The purpose of sustainability is to ensure that an organization capitalizes on its strengths to seize market opportunities. Volkswagen's strategic decisions regarding differentiation and product development are sustainable on the basis of this factor. Utilizing its strong brand and global market presence, the company is seizing the opportunity to develop cars for the future (Volkswagen Group, 2021). The strategic decisions are sustainable Moreover, by focusing on electric and autonomous vehicles, the company's strategic decisions are appropriate, as they assist in overcoming the negative attention the company received following the 2015 scandal.
Acceptability is concerned with how effectively a strategy meets the expectations of stakeholders. Volkswagen prioritizes shareholders, customers, authorities, and society in its strategic decision. Based on the acceptability factor, an organization must consider the elements of risk, return, and response (Hanlon, 2019). Despite the fact that the market for electric and autonomous vehicles is still in its infancy, it represents the future due to concerns about climate change and the depletion of fossil fuels. According to market reports, the global autonomous vehicle market was worth $76.13 billion in 2020 and is projected to reach $2,161 billion by 2030, making it an attractive investment that ensures shareholders' profits (Singh and Mutreja, 2022). Volkswagen expects its revenues to more than double by 2030 after implementing its "New Auto" strategy (Volkswagen Group, 2021). The strategy will significantly assist the company in complying with all emission regulations, and the company's commitment to zero-emission vehicles demonstrates its commitment to ensuring the health of customers and society. Hence, the strategy is acceptable to all of its stakeholders. 
The last component of the SAF model is its feasibility. It is concerned with an organization's resources and personnel competencies in terms of its ability to carry out its strategic choice (Hanlon, 2019). Volkswagen, as one of the market leaders in its industry, has sufficient resources to cover the expense of its strategy and the ability to recruit qualified personnel to assist with its technological advancements. As part of its long-term strategy to ensure the success of its strategy, the company invested £39 billion in artificial intelligence and other future-oriented topics in 2019 (Volkswagen Group, 2021).  This however is not enough as more investments are needed in research and development to match competitors. 
[bookmark: _Toc113885961]Strategic Sustainability

According to Schroeder (2012), strategic sustainability refers to a company's efforts to have a positive impact on people and the environment while still achieving its profit objective. Organizations pursue strategic sustainability to improve their reputations and gain a competitive advantage. A strong brand increases an organization's long-term profitability because it provides a ready market for its products and the ability to charge premium prices. Volkswagen has aligned its strategy with environmental protection and concern for public health by emphasizing the production of zero-emission vehicles (Volkswagen Group ,2021). By reducing its emissions, Volkswagen will help prevent climate change and respiratory infections caused by nitrogen dioxide. Given that the future automotive industry will be dominated by autonomous and electric vehicles, the company's strategy will also help it gain a strategic position. Volkswagen has achieved strategic sustainability by implementing its "New Auto" strategy.
[bookmark: _Toc113885962]Recommendations

Despite the appropriateness of Volkswagen's strategic choice, modifications are necessary to improve its competitiveness. First, the company should increase its investment in research and development to match or exceed Tesla's electric car technology. Volkswagen has made significant strides to compete with Tesla in electric vehicles, according to Nicola (2022), but it is still far behind in terms of brand image in the sector. Wall Street values Tesla at approximately $734 billion, which is eight times Volkswagen's market capitalization and demonstrates the enormous gap between the two companies competitively (Nicola 2022). Second, Volkswagen is recommended to form partnerships with local automotive companies in multiple markets as a strategy to combat the negative perceptions generated by the 2015 scandal. Despite efforts to improve its reputation in the wake of the scandal, the company continues to face scrutiny from various regulators, making its negative reputation its greatest weakness in convincing customers to pay premium prices for its electric vehicles (Volkswagen Group, 2021). Partnering with local businesses will increase the company's credibility and transparency in multiple markets. This will aid in expanding the market and increasing the company's market share, which will contribute to environmental protection, human well-being, and profitability for sustainable business operations.

[bookmark: _Toc113885963]Conclusion

The report has examined the strategic viability of Volkswagen's strategic decisions following the 2015 "diesel gate" scandal. After the scandal, the company adopted the "New Auto" strategy with a focus on environmental protection and concern for the welfare of the community. The company's new strategy positions it as a technology company with an emphasis on producing eco-friendly products. The company has resorted to creating new products for the existing market and exploiting the differentiation strategy by branding itself as a company that represents a future where the market for vehicles powered by renewable energy sources will dominate. Volkswagen has effectively aligned its strategy with sustainability, given that environmental protection and a healthy society are future goals. As a result, more customers will view the company as considerate and concerned about fundamental societal issues. To improve its strategic viability, the company must increase its investments in research and development and collaborate with local producers to expand its electric car market. Implementing the suggestions will strengthen Volkswagen's reputation and increase its competitive advantage in the market for environmentally friendly vehicles.
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