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[bookmark: _Toc143577951]Introduction
Strategic management of an organisation means their current or ongoing monitoring, planning, analysis and assessment of all the organisational needs that helps the organisation to meet their organisational objectives and goals. Business organisations need to constantly monitor the changes in the business environment and assess their strategies for success. In this essay, the external and internal business environment of the organisation will be assessed that had an impact on their business strategies. The competitive advantage of the organisation will be evaluated with consideration of the environment and sustainability. Furthermore, recommendations will be provided for the organisations so that they can develop competitive advantages and sustainability.
Company Background
Volkswagen is one of the most popular and largest manufacturers of cars in the world and the company is in business for more than 70 years. The company is now available in more the 140 international markets and they produce their cars at 29 different locations across 12 countries, also the company has more than 170,000 employees (volkswagen-newsroom, 2023 a). Volkswagen has set an ambitious target such as achieving climate-neutral mobility for all and the organisation has targeted the year 2026 to bring their electric cars to the market. The organisation wants 70% of sales in Europe and 50% in China and North America to be electric vehicles.


[bookmark: _Toc143577952]Discussion
Volkswagen being one the biggest company has made huge profits but at the same time, the company has made some of the worst strategic decisions in their business. In the year 2015, Volkswagen installed cheating software in their vehicles which lead to the diesel gate scandal. Vehicles of the company were emitting up to 40 times over the limit that was legal as per EU pollution standards (bbc, 2022). They used defeat software and it reported wrong levels of pollutants such as Nitrogen dioxide, Volkswagen admitted that 11 million vehicles worldwide and including 1.2 million in the UK were affected because of the scandal. After the High Court trial, the organisation has paid compensation of £193 million to about 90,000 drivers in Wales and the UK and paid more than £26 billion worldwide (bbc, 2022). After the incident, it badly affected the brand value of the organisation and they had to work really to rebuild the trust among their customer in the UK and Wales. Following the incident, the organisation has replaced their chief executive offer (CEO) Martin Winterkorn with a new one named Matthias Mueller (bbc, 2018). 
In the identification and analysis of the external environment of any business PESTLE framework could be used. It has six elements namely economic, technical, political, environmental, legal and technological; these factors have a deep effect on the business operation and strategies (Thomas et al., 2021). The political stability index of the UK is 0.54 and which indicates that the country has a stable government (theglobaleconomy, 2023). A stable government provides great opportunities to flourish businesses and the same could be observed inside the organisation Volkswagen. The organisation made 13,181.61 million British pounds as profit after tax in the year 2021 and the next year their growth increased to 13,530.20 million (annualreport2022.volkswagenag, 2022). From the data, it can be observed that the company has stable growth in their business operations.
The country of the UK has increased their taxes such as corporate taxes and it has a negative effect on the business organisations that are in operation in the country. Corporation tax rates have changed for businesses that have £250,000 as their profit has been increased to 25% (gov.uk, 2022). Volkswagen is a big company and they have profits more than the base amount so the company has to give higher amounts of tax. In comparison to the year 2021, the company made 1,628.73 pounds more in the year 2022 as their profit before tax at the same time their profit after tax increased only by 341.41 (annualreport2022.volkswagenag, 2022). The tax analysis shows that the organisation paid more tax during the same period of time.
The average household income in the country has decreased over the last year and it has a negative effect on the growth of the company. The median household income of the country has decreased by 0.3% in the financial year 2022, the current household income of the country is £34,100 (ons.gov.uk, 2023). Lower amounts of household income mean the customer of the UK will spend less on luxurious things and will more probably try to spend on essential things. The low spending capacity of consumers in the UK has affected Volkswagen negatively as the company is growing slowly. In the car market, all over the globe electric cars is now in trend almost all companies are now getting into electric car manufacturing. Volkswagen is also making its transition towards electric car manufacturing to keep up with the technological market trend. It sold 330,000 electric cars in the year 2022 and it was 23% higher than in 2021 (carmagazine.co.uk, 2023). Following the technological trend in the market has proven to be beneficial for the company.
Recently the country of the UK has made changes in their national minimum wages, and the changes in the wage of the workers have a direct effect on the business organisations. The UK has increased the wage for the age group of 23 years and over, the increased rate of wage is £10.42 per hour and it is in effect from April 2023 (nidirect.gov.uk, 2023). For the age group of 21 to 22 the minimum wage is going to be £10.18 per hour and for 18- to 22-year-olds it is £7.49. The increased amount of wage is a rising concern for any company that is in operation in the country. Volkswagen is also affected by the increase in the minimum wage of their employees as it will add more cost to the business operation of the organisation. Environmental sustainability has become an increasingly popular issue for business organisations and they have to take their sustainability efforts responsibly. The aim company towards sustainability is to conserve the environment and resources and also create good working conditions for their employees (volkswagen-group, 2023 a). With the focus on sustainability, the company will also be able lower their environmental impact.
At one time because of the Diesel gate scandal Volkswagen was on the edge of its brand value and also their sustainability efforts were also got affected. From the cheating in the pollution level, the company has crossed a long path to becoming a climate leader as they embrace E-Mobility. Diesel gate was the company's most expensive fine and it was the largest fine in the history of the automotive industry. The company formed a sustainability council that can help the company to transform its business around and later on become a climate leader (forbes, 2022). Their leaders were caught lying to cover up the scandal and their then-CEO had to resign.
[Refer to Appendix 1]
To understand the internal business environment of an organisation one of the effective business tools that can be used is SWOT. It is an abbreviation consisting of strengths, weaknesses, opportunities, and threats, it is a strategic tool to identify and analyse the business environment (Benzaghta, et al., 2021). Volkswagen is one of the biggest car manufacturers not just only Germany but also in the world as the company has a presence in multiple countries. The company holds about 6.7% of the world’s automotive market shares and they are the second only just after one of their rival Toyota (statista, 2023 a). It also has diversified its business across various brands namely SEAT, Audi, Porche and also in the bike category Ducati (volkswagen-group, 2023 b). The group's brands are targeted towards multiple sectors such as commercial vehicles, public transport and luxurious brands.
Although the company have multiple strengths as one of the biggest brand in the country and they have its fair share of weaknesses that has an effect on its business operations. In recent times the company has paid more than £193 million to more than 90,000 drivers in the UK and Wales as the company installed cheating software in their vehicles (bbc, 2022). The Diesel gate scandal has affected their brand image very badly and as a strategic decision their CEO resigned. During covid-19 pandemic the group witnessed a decrease of 15.2% in the overall sales number of their vehicles (annualreport2020.volkswagenag, 2020). Their sales number in both the commercial and passenger car business declined as demand from the customer was very low.
In terms of business opportunity, the business organisation has their business across multiple nations which provide an edge over their competitors but at the same, the organisation should look for opportunities to expand their existing business. Currently, the company is in operation in 118 locations worldwide and have 70 car manufacturing plant that can produce 40,000 units every day (volkswagen-newsroom, 2023). Most of their plants are centred in China and the organisations are missing out on a huge opportunity to diversify their business so that they could be better prepared for any future pandemic-like situations. The future car industry will be more focused towards electric vehicles and Volkswagen need to focus on their electric vehicle lineup more.
The automotive industry is one of the most competitive markets across all business sectors in the world. Volkswagen faces threats from its competitors in all the markets in which they are in operation. Some of the prominent competitors of the company are Toyota, Ford, and Tata and Toyota has the highest market share in the automotive industry (zoominfo, 2023). The company needs to work on their business ethics as it can seriously harm the business as it has done in the past. Their diesel gate scandal caused a huge loss in brand value so their own policy could also be a threat to the company.
In the UK automotive industry competition is very high among all the prominent car manufacturers. With 7.06% of the total market share, Ford was the fourth most popular car brand in the UK in 2021 and it has sold over 116,300 vehicles in the UK (statista, 2022). The third most popular brand BMW had a 7.8% market share and Audi had a 7.16% market share, while Volkswagen had the highest market share with just 8.97% market share. So, from the data, it can be seen that the car market in the UK is very competitive and there is very little gap among the competitors.
[Refer to Appendix 2]
[bookmark: _Hlk143576109]Competitive forces in the market can be analysed using the Five Forces model of Porter. It has five competitive factors such as threat of new entrants, and substitute products, bargaining power of buyer and supplier and rivalry among the competitors (Irfan et al., 2019). It is very difficult for any new player to enter the market of the automotive industry is very capital intensive, and to enter the market new player needs supplies of various parts. To manufacture any car it will need hundreds of parts and also it needs an expert group of people to assemble them. So, it can be said that the threat from the new entrants is very low as investments are very high. Volkswagen being the market leader they have its own manufacturing plants spreading across the globe. It has 70 plants worldwide and a strong base of the global network that supports them and 49 plants for components manufacturing (volkswagen-newsroom, 2023). The suppliers of car parts do not have that much power when it comes to Volkswagen and it can be said that the power of the supplier is low.
The bargaining power of the buyer is relatively higher as the opinion of the customers matters and it creates the brand value for the company. They are the main source of revenue for the company so it can be said that the bargaining power of the buyer is high. In the automotive industry the competition is very high as all the big companies are competing for the top place and their market share is very close to each other. Toyota had the highest market share in the year 2020 in the automotive industry of the UK (statista, 2023 b). So it can be said that the threat from the competitors is very high and any competitor brand can take the top spot. There are very few alternative modes of transport available that can rival the comfort of the car. All the alternative options are either expensive or do not have the level of comfort the cars could provide at the same time public transports are cheaper for travelling. So, from the analysis, it can be said that the threat from alternative products is moderate.
[Refer to Appendix 3]
Recommendations
The company faced a lot of problems because of their business ethics, they cheated thousands of customers into sharing their environmental-related data. Volkswagen pushed a software update that reports the lower level of Nitrogen dioxide which is a pollutant that can cause respiratory diseases and at the same time, it also could cause premature death (bbc, 2022). Their leader also lied to the general public about the emission and misguided them for a long time and only after the judgement of the court they accepted their fault and paid compensation to their customers. From an environmental point of view, the company also faced various problems as the level of pollutants was almost forty times the advised level. The Environmental Act of 2021 in the UK entitles any business organisation in the country to abide by its requirements and be responsible and make sustainable approaches in their business (legislation.gov.uk, 2021). Hence abiding by the laws of the land and making sure that the requirements are met Volkswagen could need to make a group that will be responsible for their environment-related action.
The deescalate scandal has caused a huge loss in the trust level of the customer and brand loyalty at the same time from the ethical point of view it was the worst for the company. So, to overcome their loss of trust and brand the company can take help from the target marketing campaign. Internet penetration in the country is very high and most of the people in the country are connected through social media. So, the company can take help from the various social media apps and engage with their buyer to build the level of trust to the previous level. For example, a competition event among the customers could be taken to find the best answers and suggestions for improvement and the winner will get rewards.


[bookmark: _Toc143577953]Conclusion
Upon concluding the essay on the case study of the business organisation few things can be said such as the company made a huge mistake by pushing the compromised software update that reports lower amounts of pollutants. It could cause serious health issues, and not only that the company also tried to cover up their wrongdoing by misguiding the customers for a long time. The incident caused serious damage to the trust and brand value of the customer, following the event the company lost a number of sales and they had to pay a fine. The business environment in the country is very harsh as the organisation has to keep up with their increased tax and labour wage. Competition in the market is also very high among all its competitors, from the digester of the diesel gate scandal the company has now become the market leader in the UK. They are now also a very responsible company and have started their transition towards electric vehicles to achieve sustainability in their business. 
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	Elements
	Factors
	Influence

	Political 
	The political stability index of the UK is 0.54.
	It provides the company with a stable place for business.

	Economic 
	Corporation tax has increased in the UK to 25%.
	Because of the increased tax, the company had lower profits after tax.

	Social 
	The median household income of the company is £34,100 and it is decreasing.
	Lower income means that the customers will spend less on the products of the company.

	Technological 
	The market trend is changing towards electric vehicles.
	The company has also changed their way and started producing more electric vehicles.

	Legal
	The minimum wage for workers has increased recently.
	An increase in the minimum wage will add more cost to their business operation.

	Environmental
	Companies need to be responsible for the use of environmental resources.
	The company aim to be responsible in using resources sustainably.
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	Strengths
	Weaknesses
	Opportunities 
	Threats

	· Volkswagen has the second-highest market share in the automotive industry.
· The business of the company is diversified across various brands.
	· The company paid huge amounts of fines for the diesel gate scandal.
· In the time of covid, they suffered huge losses due to low demand.
	· Volkswagen could start selling its products in more countries around the world. 
· The electric car section has a huge opportunity that the company need to explore.
	· The company has a huge number of competitors in the market.
· Loss in brand value after the scandal.
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	Factors
	Priority
	Impacts

	Threat from new entrants
	Very low
	The cost of entry is very high for new players.

	Bargaining power of supplier
	Low
	As a market leader, Volkswagen has its own supply chain.

	Bargaining power of the buyer
	High
	Customers' opinion matters.

	Threat of competitors
	Very high
	Competition in the market is very high as many big players are there.

	The threat of alternative products
	Moderate
	Public transports are cheap.
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