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[bookmark: _Toc113546744]Introduction 
A typical understanding of strategic management depends on how organisations plan, monitor, and analyse the necessary resources they require for meeting goals that are more acceptable around their business environment. Hence, sustainability tactics become important for multinationals. This essay will involve the organisation Volkswagen and describe its business strategies undertaken in the last five years. A framework will then be used in the form of PEST analysis and VRIO, for explaining how VW has managed to alter their strategies based on the market changes. Then a strategic evaluation will be conducted on the company and their application of the strategies will be confirmed in the end. The confirmation will also depend on competitive approaches as applied by Volkswagen, and if their sustainability stance is better when compared to other competitors.
[bookmark: _Toc113546745]Company Background 
The organisation Volkswagen operates in Germany as a major motor vehicle manufacturer headquartered within Wolfsburg. Having been established in 1937, the automobile manufacturer has progressed in terms of seeking market advantages and laying out models like Mercedes 170H and BMW 3/15 among others. Over 6 million employees are working for the organisation, each providing their level of expertise within the 120 production plants (Volkswagenag.com, 2021). Currently, as a form of revenue the company earns more than €145 billion across Europe (Statista, 2018). That is not solely because of the brand image they have managed to diversify over the years and meet the expectations that have changed around customer groups. However, the company has pursued current strategies based on acute changes that are sustainably sound. That involves producing more zero-emissions electric cars and replacing them with conventional combustion engines with the target year being 2030. However, there are many hurdles that VW has to overcome before distributing the required utility from the models (Volkswagenag.com, 2021). That includes improving the innovations embedded within the car models including autonomous driving. The precise improvisation on the company's part has been absent which has landed them in legal scandals and other forms of settlement. 
[bookmark: _Toc113546746]Discussion
[bookmark: _Toc113546747]Identifying key business strategies of VW over the past five years
Political: Firstly, the European Commission has put forward regulatory proposals since 2020, whereby a target value of 95 g/km of CO2 has been set whenever a company releases new car fleets (Theicct.org, 2014). Also, a new test procedure has been set by the commission to ensure comparable stringencies are followed by manufacturers trying to meet this target. 
Secondly, Motor tax revenues collected by the government have increased by over 3% in comparison to the previous years (Peters, 2020). That has taken the total continent-wide tax in Europe to €440 billion which is more than two times the European budget (Peters, 2020). 
[image: ]
Figure 1: GDP contribution of Europe through the automotive industry
(Source: Volkswagenag.com, 2021)
Economic: Firstly, since 2020 the overall revenue from the sale of motor vehicles within the European Union has dropped to €941 million for 2020 (Statista, 2021). There has been a 16% decline in the overall sales of the same vehicles as depicted in figure 1 (Statista, 2021). 
Secondly, with inflation soaring beyond 7.4%, the raw material accumulation surrounding car fleets including energy, logistics, and overseas shipping is bound to grow beyond $3.6 billion overall (Europe.autonews.com, 2022). This will likely decrease the market share that prominent manufacturers like Volkswagen and BMW hold within the market. 
Social: Firstly, generation z customers aged 18-24 are bound to research more on the vehicles they are set to buy, compared to the millennials aged around 30-45. This allows efficient cars to be sold 64% more when they can persuade the gen z masses, than gen x or millennials who only convince 43% of the masses (Alphabet.com, 2021). 
Secondly, the younger buyers value transparency more as well as authenticity, which allows automakers to channel prices that appeal more to these customers (Alphabet.com, 2021). 
Technological: Firstly, software sales along with chief vehicles are expanding the scope of automotive engineering. There has been a threefold increase in automotive electronics over the last three years. That can be accounted for 11% (Mckinsey.com, 2019).
Secondly, automotive innovation including the use of semiconductor chips will likely help vehicle sales to rise by more than 30% by 2030. Currently, it is influencing 25% of vehicle sales in the market (Mckinsey.com, 2019). 
The internal strategy could be better analysed using the VRIO table as described below. 
	Resources and Capabilities of Volkswagen over the past 5 years
	Valuability? 
	Rarity?
	Inimitability?
	Organisation?
	Competitive
Advantage

	Major Volkswagen plants having undertaken sustainability goals have upgraded their paintshop ventilations and reduced CO2 emissions by over 2400 tonnes (Volkswagenag.com, 2021)
	Yes 
	No
	Yes
	Yes
	The competitive advantage that is not fully utilised

	Volkswagen has decided to give bonuses to their production workers and new hires of around $3000 for working towards vehicle management (Thomas, 2022).
	Yes 
	No
	No
	Yes
	Temporary competitive advantage 

	The company has decided to go forward with a 'favourable pricing' policy by reducing the volume to 10% and increasing revenue by 13% (Auto.hindustantimes.com, 2022)
	No 
	No
	No
	Yes
	Competitive disadvantage 

	New robot technology in body shops of the organisation has improved their capacity to produce sustainable car fleets (Volkswagenag.com, 2021).
	Yes
	Yes
	No 
	No 
	Temporary competitive advantage 



Firstly, Volkswagen might have developed sustainability goals to meet commission criteria. However, the company is not monitoring how it can consistently maintain a 15% efficiency for all new vehicle fleets (Volkswagenag.com, 2021).
Secondly, major organisations like BMW and Audi are reliant on worker performance, rather than giving them the idea of a better prospect for quality performance in the production factories (Thomas, 2022). This can become a competitive disadvantage for Volkswagen.
Thirdly, semiconductor sourcing is the primary objective of Volkswagen, to utilise less volume of car production and better revenue from their sales. That includes a revenue hike of 13% from their vehicle sales (Auto.hindustantimes.com, 2022).
Fourthly, robot automation will likely assist Volkswagen in producing more sustainable car fleets but they are still unsure about its controllability (Volkswagenag.com, 2021). That can improve over time as well. 
[bookmark: _Toc113546748]Identifying the resources and capabilities in the past five years that helped shape strategic choice 
Strategic choice framework: The framework utilised by Michael Porter in the year of 1985 can be implemented in the context of Volkswagen for understanding strategic choice. 
Differentiation strategy: Due to the increasing reliance on sustainability initiatives especially in the automobile industry, major automobile manufacturers have decided to improve their car fleet features, durability, functionality, and overall support (Bogers et al., 2019). This is mostly to support the brand image that they want to redevelop or improve. In the case of Volkswagen, after the diesel gate scandal in the year of 2015 where almost 11 million vehicles caused Nitrogen Oxide poisoning (BBC News, 2022).The company has decided to adopt climate-neutral mobility around its range of electric cars or EVs (Jones, 2020). For instance, the company, having conducted research across the European markets, has identified that an initial transition to the Mediterranean island of Astypalea might be effective to demonstrate a 100km2 speed dimension, and better e-mobility.  That is because the island is visited by 72000 tourists each year, and the energy demands of the same island are met by fossil fuel consumption. This set the precedent to continue using over 1000 EVs and replacing 1500 of its vehicles using combustion engines. The organisation has also begun to use electric IDs, with new models being announced in the days to come (Jones, 2020). Furthermore, the compact ID.3 and SUV ID.4 will give the customers a different sense of utility than past vehicles have managed to derive for their passengers. It helps to establish their initiative also known as the 'goTOZero sustainability strategy’ where they are looking to invest €33 billion. That would help them to launch almost 75 new electric car models around Europe, with each having different features and capacities for catering to customer requirements. 
Focus strategy: Some companies tend to focus on niche markets, by trying to understand the unique needs of the customers for developing uniquely low-cost specified products in the market. Despite the accountability of 3% sales from EV battery deployments, in matters of electric mobility, Volkswagen wants to accelerate sales of their electric cars within the market of France. Their target remains at 42% year-on-year sales towards the country, as their US market performance has been lower than expected achievements (Steitz, 2021). 
Ansoff Matrix: Another two by two matrix-based framework for strategic choice as explained by Igor Ansoff in 1957, can also be applied in the context of Volkswagen and this can be discussed in the below manner (Leiblein and Reuer, 2020). 
Market Penetration: Increasing revenue through the distribution of existing products is a strategy that many organisations rely upon, during their initial stages. Targeting mainly Germany, the company has seen rising sales towards its BEV electric-powered models of 'e-up!' and the 'e-Golf’, and this has resulted in an almost 40% spike in revenue from previous years. Courtesy a greater acceptance from the consumers allowed the sale of almost 217,000 representing the same model (Volkswagenag.com, 2022). VW has even increased their production hubs to support the distribution of the above models, mainly by establishing IDs in Emden. The factory is focused on integrating the same models over time. 
Market Development: Another feature of the framework involves selling existing products to new markets. With the French market ripe for the distribution of electrified vehicles, almost 30 billion investment has been laid out by President Emmanuel Macron (Automotive News Europe, 2021). This enables Volkswagen to use the same 'e-Golf' and 'e-up!' models run through BEV batteries. The company can make use of the factories located in the Northern regions, which would assist them in operating through other gigafactories as well. 
Product Development: The models of Volkswagen Virtus, Volkswagen Taigun, and Buzz van to cater the market of Paris. Furthermore, the organisation is dependent on the electric reincarnation of its Microbus and Kombi versions. The company has targeted the third quarter of 2022, to implement these models (Reuters, 2022). The vehicles are supposed to reach maximum speeds of 90 miles an hour, through 82 KwH lithium-ion batteries and generate more effective power outputs (Reuters, 2022). This would also help the organisation to create all-electric power IDs for its newest models. Before releasing it into the markets, Volkswagen is supposed to showcase the same through powerful advertisements. That is both appealing and vouch at mitigating the sustainability issues it faced over the years. 
Diversification: After Europe, Volkswagen wants to undertake significant changes in its North American market. That is after creating battery cell factories through vertical integration tactics that might enable them to harness the potentiality of the market. The company for ensuring this strategy succeeds, would be partnering up with ‘PowerCo’ which is another battery distributor in the country (Financialexpress, 2021). That would not only reduce the operating expenditure of the organisation but would ideally position them to derive a competitive advantage in the country. 
[bookmark: _Toc113546749]Analysing to what extent the company has aligned its resources and capabilities to its current business strategies
Strategic implementation: To evaluate the strategic potency of Volkswagen, the SFA matrix can be utilised and generally helps businesses in evaluating strategic options. The framework was developed by Gerry Johnson and Kevan Scholes to assist a company in proper implementation (Bindra et al., 2019). This can be accounted for in the below table.

	
SFA Matrix considerations 
	Strategic option 1
	Strategic option 2 
	Strategic option 3

	
	To rely upon their initiative ‘GoTOZerosustainability' strategy and keep using the same electric models 'e-up!' and 'e-golf' models for improving sustainable stances in Germany, France, and other European regions (Volkswagenag. com,2021).
	To solely use France as a market of potential, distributing BEV battery cell development production hubs and using the new Buzz van models along with Virtus and Taigun to consolidate sales volume and reputation. 
	To use the market potential available in Northern America, and develop large-scale electric vehicles that are modern and new in partnership with PowerCo which might provide energy-efficient batteries as well (Volkswagenag.com, 2021). 

	Suitability 
	5
	4
	3

	Feasibility 
	2
	4
	2

	Acceptability 
	1
	1
	2

	Total 
	8
	9
	7



From the above analysis, the below criteria were determined.
Firstly, France is recovering from an economic upheaval that it encountered before 2020, with a lower volume of electric vehicle sales. It increases the chance of Volkswagen selling less but increases revenue and also maintains a 15% efficiency towards their electric car fleets. Therefore, strategic choice 2 is more suitable (Volkswagenag.com, 2021).
Secondly, initially, Volkswagen was required to pay over £193 million in fines. France could pose hurdles if the company is unable to meet its own set sustainability goals, which involves setting a target value of 95 g/km of CO2 release (Volkswagenag.com, 2021). However, the company accepts the challenge and wants to live up to the expectation of both regulators and consumers. 
Thirdly, financially the market being in the EU does not require outside experience for Volkswagen, and it also allows them to keep in order the required talents and a strategic plan for succeeding in the market (Volkswagenag.com, 2021). For instance, workers having experience in the French automobile market might not be required, with the majority of workers having a better idea of the entire European automobile market. 
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ESG analysis: ESG ratings generally evaluate an organisation’s performance concerning environmental, social, and governance-related activities (Volkswagenag.com, 2021). 
Firstly, the sustainability score changed from severe to medium after the changes that the company executed regarding its strategic choices. 
Secondly, they received an A- on the CDP climate rating as part of the fiscal year of 2021, and a rating A towards the Water Disclosure Project (Volkswagenag.com, 2021). 
Thirdly, the MSCI score improved from CCC to B that is due to their financial management before the scandals they experienced. 
[bookmark: _Toc113546751]Recommendation 
There are certain suggestions that Volkswagen should undertake, to improve its competitive advantage through strategic execution. 
Firstly, the company should look to concentrate on a specific fleet of electric cars for a certain time. That means the current Virtus, Taigun, and other models should be used for making other electric car fleets and only the features should be moderated. 
Secondly, more BEV battery development factories should be launched in and around Northern Europe and Western Europe, which could help serve both the European markets and also important considerations to Northern America.
Thirdly, Volkswagen must look to invest in better market researchers who can scope out market advantages for specific electric models. 
[bookmark: _Toc113546752]Conclusion
The essay concludes that with strategic management wise Volkswagen evaluated its resources and capabilities, and compared the same with the market developments. This helped them to develop their strategic choices featuring the home market of Germany, France, and parts of North America. However, the strategic implementation framework also identified how the organisation could utilise both their existing products and research the market to develop new products that can help them to develop varied competitive advantages. Meanwhile, the SFA matrix and ESG score both confirmed that exploiting the French market was a better option under the circumstances. 
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