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In recent times, the competitive business environment is forcing business organisations to focus on strategic decision-making and to implement strategies so that competitive advantage can be attained. Achieving the business goals and objectives of the organisations require effective implication of business strategies of different type such as resource allocation, business growth and internal and external capabilities. Strategic competitiveness can be achieved through the formulation and implementation of a value-creating strategy (Hitt, Ireland, and Hoskisson, 2019). For this reason, this essay will highlight the sustainability issues of the chosen organisation Volkswagen. The “Dieselgate Scandal" will be analysed throughout the essay alongside an analysis of the business strategies in the past five years. Frameworks and evidence will be used in this essay to analyse the business environment factors which influenced strategic decision-making in past years. Moreover, the essay will also include strategic recommendations for the chosen organisation based on the identification and evaluation of sustainability issues.














Brief Introduction of Volkswagen Group

The chosen organisation for this essay, is Volkswagen, a business organisation from the global automotive industry which is widely reputed for implicating innovative approaches in the recent time. In the United Kingdom being established in the year 1978, the company has operated from its headquarters in Blakelands, Milton Keynes. The operations of the company follow a centralised approach as sourcing of raw materials, brand and product marketing, distribution of parts and vehicles, and other key business functions are directed from the headquarters to the United Kingdom (volkswagen.co.uk, 2023). Volkswagen in the United Kingdom has gained a wider reputation which made the organisation the largest importer of automobiles. However, the operational excellence of the company helps it to deliver better outcomes. The organisation operates with more than 1,800 directly and indirectly employed individuals out of which 930 employees work in the Blakelands headquarters only. Being a wholly owned company, Volkswagen Group in the UK has 12 subsidiary brands which are penetrated across 153 countries. The company is also delivering growth in terms of its sustainable operations through the electrification of automobiles. As evidence of this, Volkswagen is the first company from the automotive industry to commit during Paris Agreement to perform carbon-neutral activities by the year 2050 (volkswagengroup.co.uk, 2020). 
Reflecting on the business strategies, the company has grown to a huge extent throughout the globe. Across the European nations, the company operates with its notable luxury automobile brands such as Lamborghini, Audi, Ducati, Skoda, Porsche and others (Volkswagen-group, 20232). However, the company has also seen failure while implementing sustainability strategies. “Dieselgate Scandal” by the company as of the year 2015 explains misleading consumers regarding vehicle sustainability ratings which decreased the value of vehicles for motorists in England and Wales (BBC, 2022). This occurrence decreased the trust of consumers in England and Wales and also in terms of legal costs the company had to pay 193 million British pounds in the year 2022. However, the company later improved its reputation in the global market through its strategic management. As a result, the company has gained the name of the wealthiest automobile manufacturer as of the year 2022, registering 280 billions euros (240 billion British pounds) in terms of global revenue (statista, 2023).
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Strategic Management 

In the competitive business environment, strategic management and implementation of required business strategies are the keys to achieving organisational aims and objectives. Business strategies are responsible for the effective and ethical functioning of all organisational departments and driving productivity (Johnson et al., 2020). Irrespective of the shape and size of any business, strategic management is the key approach to enhancing profitability, productivity, stakeholder relationships and acquiring competitive advantage. Business organisations must communicate the mission and vision effectively to their people and be specific and realistic about it in order to look reliable. However, it is crucial to evaluate and analyse the internal and external business environment factors to set clear strategies, mission and vision. As per the views of Edwards (2021), maintaining a regenerative approach while creating strategies and implementing the same tactically is crucial for business organisations as it brings the desired outcomes conveniently.  In this same context, evaluation of the political, social, economic and environmental factors is highly beneficial to develop and implicate strategies effectively.
To obtain the competitive advantage in the business environment, now days organisations are choosing sustainability as their key strategic measure. Volkswagen is no different to the others and has set sustainability as its key strategic value across the global markets. The vision and values of the company not only include sustainability but also involve contribution toward the communities and their development across the globe (vw, 2023). Volkswagen globally has the strategic vision to become carbon neutral by removing emissions from global operations using renewable energy. The company also has a futuristic approach to advance forward to the vision state as it is working more closely on developing electric vehicles as per consumer needs across the globe. Ansoff Matrix is a suitable framework for addressing the key strategies taken by the organisation in global markets. The four key business growth strategies mentioned in Ansoff Matrix are “market penetration, market development, product development and diversification” (Clarissia, 2020). These strategies are based on products (including both products and services) and market elements to provide strategic direction to business organisations.

Source: 
Lynch, R.L. (2015). Strategic management. 7th ed. Harlow, p.280, England, Pearson 
based on Ansoff, I (1989) Corporate Strategy, rev. edn. Penguin, Harmondsworth. 
The matrix also uses concepts outlined in Day, G S (1987) 
Strategic Management Planning, West Publishing, St Paul, MN.

Market penetration from the Ansoff matrix framework explains the strategies which include operating in the same market with existing products and services (Khajezadeh et al., 2019). This strategy includes the promotion of business offerings to its consumers through effective use of advertisement, sales promotion and marketing campaigns. Whereas, market development strategy is the approach to enter new markets with the existing product or rand line up of business. Identification of market needs and suitability with the existing products and services are necessary for business organisations to effectively implement the strategy. Besides that, Product development is the strategy to introduce new products and services in the existing markets. This requires the identification of opportunities or gaps in the existing markets to develop or innovate new products and services to meet the diverse needs of the consumers.  On the other hand, diversification is a strategic approach to expand the business and product or service range at the same time. Business organisations implicate diversification strategies to enter new markets with new products or services. 
Volkswagen throughout its global operations have practices that relate to the implication of market penetration and product development strategies. For example, the company using its TRANSFORM 2025+ strategy has realigned the business model from the bottom levels. Considering the adoption of sustainable approaches, the company five years ago has taken the strategy to develop e-drive vehicles and offer carbon-neutral mobility to everyone (volkswagen-newsroom, 2023). The company is expecting to increase the all-electric vehicles share across Europe to 70% of the group's sales. Volkswagen's next phase transformation of the previous strategy has been named “ACCELERATE” which involves sustainable actions to make radical changes within the organisation and its work processes. This strategy of the company is for attaining competitive advantage in the global automotive industry through the development of new products. It shows the use of market penetration and product development strategies by the organisation across its global operations. 
Another precise example of product development strategies of the company is the digitalization of the vehicles and manufacturing processes which is rapidly transitioning the company to gain a wider competitive advantage in the global markets. In order to develop the all-electric software architecture of the next generation the company has developed a futuristic mechatronics platform with the installation of a scalable system. Whereas, maintaining sustainable mobility is convenient for the company through its development of high-end batteries and charging facilities. The aim of the company is to develop 45,000 high-capacity charging stations by the year 2025 throughout China, the USA and Europe region (volkswagen-group, 2023). These additional measures regarding developing high-end systems will create a better environment for e-vehicle users through convenience in vehicle charging systems. This will help the company to scale the existing markets and gain higher sales and profitability.


Analysis of Internal Resources and Capabilities 

Across the global business operations, Volkswagen has gained higher consumer attention due to its innovative nature and adaptation of relevant and necessary strategies. However, some of its strategies have failed to impress consumers and other stakeholders and have been proven ineffective and threatening. The use of resources and capabilities by the organisation involved a dynamic approach which highlighted its strengths and weaknesses. SWOT analysis is the prominent framework to analyse the strengths and weaknesses in relation to internal resources and capabilities and derive key opportunities and threats from them. According to Stamevska and Stamevski (2020), strategic thinking and decision-making abilities are the key operational success drivers through which organisations can deal with opportunities and threats. Depending on the internal resource and capabilities development strategies based on the evaluation of key strengths and weaknesses will help Volkswagen to avoid sustainability issues like “Dieselgate Scandal”.
Strategic decision-making is one of the key organisational strengths of Volkswagen across global operations. The company has the aim to install 4,000 charging stations to improve its charging infrastructure across its key area of operations such as the USA, Europe and China by the year 2025 (Volkswagen-newsroom, 2023). Research and Development is another key area of strength for the company as the company are reacting well to the sustainability trend and focusing on the electrification of vehicles. The company has also focused on delivering the ethical sustainability needs of consumers through effective research and development. Volkswagen's supply chain management is also an area of strength due to its centralised working systems. The company in the United Kingdom serves consumer needs through complete control of business operations from its headquarters in Blakelands. Strong decision-making skills of leaders, efficient supply chain management and effective research and development are beneficial for the company to enhance its operational capabilities. This will create opportunities for the company to enhance its market share across the globe and reach consumers through the fulfilment of their needs which will lead to higher sales and profitability. Moreover, the strategic development of the company will also be influential to mitigate the negative effects on brand reputation in the England and Wales market due to the "Dieselgate Scandal”. 
The key weakness of the organisation includes the “Dieselgate scandal" as of the year 2015 which significantly affected the brand's reputation in England and Wales. Besides that, the occurrence with the affected consumers in the region led the company to numerous fines, compensations and civil settlements alongside buyback schemes which affected the company with poor financial conditions. As a result, to the financial backdrop, the company till the year 2022 has already paid 30 billion British pounds (BBC, 2022). The scandal for the company has made a large impact on the brand reputation which affected the market share and financial conditions of the organisation. This long-lasting effect of the incident is the key threat for the company as it will require the use of internal resources and capabilities effectively and continuously to gain back a similar business reputation in the global market.












Effects of External Business Environment Factors
 on competitive strategies 

The company within the United Kingdom automotive industry has a competitive edge over other businesses due to its strategic decision-making. PESTEL analysis from Appendix 1 is the prominent framework to analyse the effect of external business environment factors on the strategic decision-making by the organisation. The political factors for Volkswagen include the political stability in the United Kingdom. As of the year 2021, the political stability index of the country was 0.54 which is beneficial for the individuals and organisations existing in the country (theglobaleconomy, 2023). This is beneficial for taking effective strategic decisions for Volkswagen in the United Kingdom without considering political disputes. Besides that, inflation is a notable economic factor that affects the strategic decision-making of business organisations. The inflation rate in the United Kingdom rose to 6.5% in May 2023 which was at 6.2% as of April 2023 (ons.gov.uk, 2023). Increasing inflation within the country can affect the operations of the company as the company designs and manufactures luxury vehicles. 
Covid-19 as a social factor has also affected the business operations of organisations irrespective of their shape and size and Volkswagen is no exception. However, the company developed a new contact centre in Leeds during the pandemic with 350 new employees so that communication with suppliers and employees who are working from home remains undisrupted (Aquino, 2023). On the other hand, technological development across the globe is an influencing factor for business organisations. The internet penetration rate in the United Kingdom was remaining at 92.74% as of the year 2022 (statista, 2022). This factor is highly influential for business organisations to engage with their consumers using digital marketing channels. Marketing activities using digital media and internet services can enable higher consumer engagement, conversion and retention rates for the organisation.
Sustainability, being the global strategy of the company is an environmental factor that influences the business operations and related outcomes. The Environment Act (1995) in the United Kingdom is the legal framework to protect the environment through pollution control and preservation of natural resources (legislation.gov.uk, 2023). The strategic target of the company to be carbon neutral by the year 2050 across the globe is the approach to maintain this law in the United Kingdom. On the other hand, one of the crucial legal factors includes the maintenance of basic rights abiding by the legal frameworks. Employment Rights Act (1996) is the key legislation in the United Kingdom to prevent any unfair dismissal or redundancies within the organisation (legislation.gov.uk, 2023). Incorporation of the same in company policies can be beneficial to keep the global workforce of the company motivated and productive.















Implementation 
of the Environmental Sustainability Strategies based 
to increase the Competitive Advantage 

The key strategic direction of Volkswagen is leading the business toward sustainable approaches around the global market. However, in order to enhance the competitive edge within the industry the company needs to enhance its sales and profitability at the same time. The Volkswagen SWOT analysis from Appendix 2 shows that transitioning to electric vehicles and driverless cars is the right move for the automotive company. The Triple Bottom Line (TBL) approach can be taken as the key strategy for the company to gain a wider competitive advantage in the automotive industry. “People, Planet and Profit” are key elements of the TBL framework and also the crucial area of focus for business organisations while developing operations strategies (Correia, 2019). Volkswagen through the use of this approach can enhance its economic side while working efficiently on social and environmental sustainability. In relation to the negative effects of the "Dieselgate scandal” applying the same approach is beneficial for the organisation to gain back the business reputation in certain markets. As per the views of Correia (2019), green products and services alongside strategies related to corporate social responsibilities are the key factors to attain competitive advantage in business organisations. Volkswagen through the scientific application of the TBL approach in its business operations will be beneficial to enhance its performance and reputation further across the global markets.
	




Conclusion

From the above discussion, the capability of Volkswagen to take effective strategies has been identified. The company is capable of implementing strategies that will help to mitigate the effects of the "Dieselgate Scandal”. Product development and market penetration approaches by the company involve sustainable actions such as the installation of charging points and electrification of automobiles. This helped the company to prove itself in the global market. Through PESTEL and SWOT analysis, it has been realized that the use of internal resources and capabilities in a sustainable way is helping the company to attain a competitive advantage. Moreover, using a Triple Bottom Line approach will help the company to increase its reputation and performance further in the competitive automotive industry.
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Appendices

Appendix 1 – PESTEL analysis

	ELEMENTS
	FACTORS
	INFLUENCES

	Political 
	Political Stability Index was 0.54 in 2021.
	Business operations within the country and strategic implications are hassle-free. 

	Economic 
	The inflation rate in May 2023 increased to 6.5% from 6.2% in the previous month. 
	This can affect the sale of luxury and branded cars by the company. 

	Social 
	Covid-19 affected the business operations in the United Kingdom. 
	The company developed a contact centre in Central Leeds to maintain communication with employees and suppliers.

	Technological 
	92.74% internet penetration rate in the UK as of the year 2022.
	It enhances the digital marketing opportunities for the company through which consumer reach can be increased. 

	Environmental 
	The Environmental Act 1995 is to protect the environment and reduce pollution.
	The company has the aim to become carbon neutral by 2050 which forces implementation of sustainable operations. 

	Legal 
	The Employment Rights Act 1996 exists to maintain the workplace rights of employees. 
	Business policies can be developed using the legal framework and employees can be motivated. 



(Source: Created by the learner)
Appendix 2 - SWOT Analysis

	STRENGTHS
	WEAKNESSES

	· Strategic thinking and decision-making of the leaders are leading the company toward sustainable business strategies.
· Research and Development is influencing the development of green automobiles. 
· Supply chain management follows a centralised approach.
	· The Dieselgate scandal of 2015 affected the brand reputation of the company across the globe.
· The company faced a financial backdrop due to a settlement with consumers.

	OPPORTUNITIES
	THREATS

	· Enhanced sales and profitability
· Development of sustainable products
· Control over business operations. 
	· Long-term investment to increase brand reputation.
· Increased use of internal resources and capabilities to avoid any further impact on business reputation.



(Source: Created by the learner)
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