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1. Introduction 
Strategic management contributes to making fundamental decisions regarding the future directions of an organisation focusing on its purpose, resources and the world in which operates. It consists of two main components: corporate-level strategy and business-level strategy.
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Figure 1: The essence of corporate strategy
Source of image: CIO Wiki
At the corporate level, it shows in what business the company is or should be and the culture and leadership of the organisation. At the business level, strategic management is focused on gaining a sustainable competitive advantage and generating value for customers (Lynch, 2018). For example, Volkswagen invests heavily in software, and electric vehicle development in order to compete successfully in the market.
This assignment will analyse the key business strategies of Volkswagen company over the past five years and to what extent the company has aligned its resources and capabilities to its current business strategies in order to gain a competitive advantage while taking into consideration sustainability and the environment. The assignment will also provide recommendations on sustainability practices that can contribute to developing competitive advantage in the future.
2. Key business strategies of Volkswagen over the past five years
In today’s competitive advantage, every organisation should focus on key business strategies that create a competitive advantage in the industry they operate. To develop solutions for structural economic and political reforms, organisations need to focus on long-term profitability mindsets and related strategies, policies and actions. The global financial crisis of 2008-2009, also the Covid-19 pandemic were an indicator of the breakdown of the key business that affected and continue to have an impact on consumer demand, competition and customer behaviour (Leon, 2018).
According to Lynch (2018), every organisation's focus should involve customer expectations including the segment in the marketplace where the organisation directs its strategy towards a group, the competition involving resources, prices and quality, and the corporation involving technologies, skills, organisational abilities, marketing in order to compete with its rivals.
Over the years, Volkswagen has used a variety of resources that contributed to the position they are occupying in today’s business environment. Over the past five years, the company has focused on developing good corporate governance to help in creating the trust of its stakeholders, customers, employees, business partners and investors. Volkswagen's business strategy has contributed to accomplishing customer satisfaction and quality by developing intelligent innovation and technologies. Other key business strategies of Volkswagen include diversification and expansion worldwide from Europe to North America, South America and the Asia Pacific. One of Volkswagen's biggest strengths is its brand image, the company being among one of the most popular automotive brands worldwide. The company offers premium and luxury cars and also passenger cars for the lower-end markets. The brand image helped the company to overcome the diesel scandal that erupted in 2015.
Apart from automobiles, the company offers financial services such as Leasing, Direct bank insurance, and customer financing that offer benefits in terms of business (Pratap, 2022).
 The successful implementation of Volkswagen's strategy can be proven by its solid financial position. The company’s business strategy has proven resilient despite the events leading up to September 2015. 
Below is a table of facts that show the successful implementation of the strategy business.






	
	
Deliveries 
	
Employees 
	
Sales revenue
	Operating profit

	
2018
	
10.8 million
	
655.7 thousand
	
£203.16 billion
	
£14.73 billion

	
2019
	
11 million
	
667.7 thousand
	
£217.64 billion
	
£16.63 billion

	
2020
(Covid-19 pandemic)
	
9.3 million

	
665.4 thousand
	
£192.05 billion
	
£9.13 billion


	
2021
	
8.9 million
	
672.8 thousand
	
£215.57 billion
	
£16.63 billion

	
Half-year 2022(Russia-Ukraine conflict)
	
1977 thousand
	
668 thousand
	
£59.92 million
	
£4.15 billion



TABLE 1: Created by the learner
Source of information: Volkswagen Annual Reports
According to the Half-year 2022 Volkswagen Financial Report, deliveries to customers fall across all regions due to the Covid-19 pandemic and the Russia-Ukraine conflict that causes economic damage, rises in prices and supply shortages. A positive aspect comes from the increase in deliveries of electric vehicles, up 27% and group sales revenue up 2% on the previous year. The diesel issue, related as well in the case study, had a negative impact on special items from the operating results.
According to the Volkswagen Media Call Q1 2022, the company announced the intention of pursuing its current business strategy, but there will be some changes related to the economic, political and legal impact in some regions and markets, due to the Russia-Ukraine conflict that affects directly the company, and also might affect the global economy and growth of the automotive industry.
In the EU, strongly affected by the Russia-Ukraine conflict, the company's focus is to adapt to the dynamic market environment. In the US, Volkswagen's focus is to increase the company’s market share to 10% by 2030, to invest $ 7.1 billion to boost the product line-up and manufacturing, and 95% of all cars to be built regional. In China, the company’s focus is to shift to sustainable energy by accelerating the process of implementing electric premium cars with Audi-FAW in Changchun from 2024 (Media Call Q1, 2022).
2.1 Resources and capabilities of Volkswagen to its current business strategy
The Diesel scandal of 2015 had a negative impact on the company’s reputation and business, and it was the moment when Volkswagen decided to formulate a new strategy to recover its reputation. In 2016, the company announced the biggest change process in its history by launching the program TOGETHER – Strategy 2025. The company relied on its resources and capabilities to overcome challenges related to new competitors entering the market from other industries and the necessity of shifting to sustainable energy that involves stricter emission standards and increased market volatility. The company used the human capital, its employees with their knowledge and experience in order to align its vision with the customer's needs, the environment and society. Besides its employees, Volkswagen also relied on its strong brand and international production sites.
The program TOGETHER – Strategy 2025 consists of four key building blocks. 
The first key building block involves the transformation of the company’s core business by sharpening its brand image and developing successful vehicles and portfolios with a focus on e-mobility. The goal is to launch more than 30 different types of battery-powered electric vehicles and to sell about three million of them by 2025. As part of this policy, the company aims to improve competitiveness and efficiency with the clear goal of aligning with future trends related to autonomous driving and artificial intelligence. Volkswagen is pursuing a future-oriented policy with its commercial vehicle brands such as Scania and MAN.
The second key building block relies on the strategic partnership with the city of Hamburg in order to offer its customers sustainable urban mobility, innovative vehicle concepts, autonomous driving and parking.
The third key building block involves operational aspects such as digitalisation in sales, and open and collaborative working relationships.
The focus of the fourth key building block is on operational excellence from product development to production and distribution.
In order to align its resources and capabilities to its current business strategy, Volkswagen created four target dimensions that focus on the needs of its customers to retain their loyalty in the long term. Another target dimension focuses on the employees and their satisfaction and motivation to gain attractiveness as an employer. The third target dimension includes the aim of Volkswagen to regain customers' trust in terms of environment and safety related to the emission issues that created the diesel scandal in 2015. The goal of the fourth target dimension is to achieve operational excellence and increase competitive profitability (Annual report 2016, New Beginning, Volkswagen, 2016).
To summarise the evidence of how Volkswagen was able to align its resources and capabilities to its current business strategy it is fair to say that the company has maintained over the years a very large production infrastructure along with a very good brand image despite the diesel scandal that strongly affected the image of the company to some extent. Thus the great return that Volkswagen was capable of showing, proves the strength of its brand image. Besides that Volkswagen proved its capabilities in terms of research and development, extensive supply chain, large product portfolio and organisational culture (Pratap, 2022).
2.2 The competitive advantage of Volkswagen considering Sustainability and the environment  
There is an urgent need in becoming sustainable and protect the environment when taking into consideration the climate crisis that became the greatest challenge of our times. A positive step toward effective climate protection is the shift to e-mobility. Volkswagen was the first company in its industry to commit to the Paris Climate Agreement in 2018. The company makes efforts to protect the climate in many areas such as production, its products and partners while focusing on maintaining a competitive advantage. Volkswagen took steps forward in delivering battery electric vehicles (BEV) with 415 thousand BEVs in 2021 compared to 2020 when the number of BEVs was 182 thousand. To become the global market leader in e-mobility, the company aims to invest £30 billion by 2025. Volkswagen's focus is not only on electric cars but also on climate-friendly electricity from renewable sources such as wind power, solar energy and hydropower. Another step forward includes increased energy efficiency and reduced emissions in the process of production. The focus is to provide all European factories with power from renewable energy by 2023. Another area providing climate-friendly solutions is in logistics, battery transport being carried out by rail and by e-truck since 2020. The focus is to reduce CO2 emissions by 30% by 2030 (Volkswagen, 2021).
According to the company’s Sustainability Report, the Volkswagen Group was the e-mobility market leader in Europe and number two in the USA. In 2021 Volkswagen reentered the UN Global Compact, the world's largest sustainable corporate initiative. This means that the company is building stakeholders' trust in its business strategy.
Other evidence of how Volkswagen Group achieves a competitive advantage while taking into consideration sustainability and the environment includes the rapid implementation of the shifting into e-mobility, the implementation of new business areas, and the focus on standards that conform with the goals of the Paris agreement. All these steps were taken by the Volkswagen Group to deliver sustainability and protection for the environment while making sure that they are maintaining the standards and meeting customer expectations.


2.3 Recommendations for sustainability practices to develop competitive 
Advantage
Organisations operating in the automotive industry face challenges in terms of supply chain and shipping disruption caused by the Covid-19 pandemic and also by the Russia-Ukraine conflict. Another challenge targets sustainability and protection of the environment while organisations focus at the same time on maintaining a competitive advantage. Organisations operating in the automotive industry need to reevaluate their strategies from the design and manufacturing stages through the engineering stages and shipping processes. Organisations need to work closely with government agencies to build a sustainable future. They also need to focus on intuitive technology in vehicles and alternative fuel models such as electric vehicles. Another focus should be on employees that need to create and think of alternative ways to save energy and reduce material use. Advanced technology and advanced technical skills in line with modular production methods can have a positive impact on sustainability and can help organisations to maintain a competitive advantage.
Forbes (2021) suggests some strategies to balance the necessity of a sustainable environment with a competitive advantage and they are as follows:
· the necessity of changing strategies in line with more sustainable practices;
· long-term strategies that focus on sustainability every step of the way;
· advanced technology to increase visibility and transparency;
· focus on sustainability from the early stages of design and production of automobiles;
· investing in logistics to increase efficiency and decrease carbon emissions;
· collaboration with other automotive and technology companies to focus on establishing more sustainable practices in the industry (Forbes, 2021).
3. Conclusion
The report is a case study on Volkswagen company focusing on identifying key business strategies that create a competitive advantage over rivals. It analyses the current business strategy of Volkswagen and the changes that the company aims to adopt in order to be sustainable and protect the environment. Changes in the process of research and development, extensive supply chain, large product portfolio and organisational culture help Volkswagen to be sustainable and protect the environment while maintaining its competitive advantage. The report also shows the importance of implementing advanced technology and advanced technical skills that can help organisations to develop competitive advantage in the future.
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