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[bookmark: _b6bmwfr9d6qd][bookmark: _Toc124084358]1. Introduction 
Strategic management is about recognizing and describing the strategies that managers can account for to accomplish good performance and advantage in competitiveness for the business venture (Sullivan et al.,2018, p.241). An evidence-based structure is provided that highlights how crucial are external drivers for a business venture's strategic management and attitude to sustainability and how a business venture like Volkswagen can respond to external circumstances by assimilating sustainability.

[bookmark: _s9wxuf48re6z][bookmark: _Toc124084359]2.Background of the company
Volkswagen is one of the prime automobile manufacturers and carmakers in Europe. The United Kingdom’s relationship with Volkswagen dates to 1952 when the first two Beetles were sold. The venture centralized its operations in 1978 and moved its headquarters to Blake lands, UK and from there all the sourcing, distribution, and marketing is done. Volkswagen is the country's largest importer of vehicles and employs directly and indirectly over 1800 people nationwide, with 930 people employed at their headquarters alone (vwpress.uk, 2022). The company accomplished solid outcomes in 2021 as compared to 2021 as their sales revenue went 21% with overhead costs considerably lessened and the inclusion of high Capex discipline (vwpress.uk, 2022). The company has over 324,000 employees worldwide and has markets in many regions such as Europe, Asia, Africa, and the US. 
[bookmark: _8sqigvv5dgs6]
[bookmark: _Toc124084360]3.Identification of the key business strategies of VW in the past five years
As the world of mobility would change elementally by 2030 with electric drive and wholly networked transportation with autonomous drive would decide the movement of transportation in the future The company recently launched itself with a novel strategy called 'New Auto-Mobility for Generations to Come' and by implementing this the company wants to be a lead driver in growth and innovation in the automobile sector (Jung and Sharon 2019, p.11).


[bookmark: _uq3wkwhgp9y9][bookmark: _Toc124084361]3.1. International strategy analysis
A successful international strategy involves an individual point of operation while supplying products and services around the world. It is often the first strategy the company uses when they want to expand to secondary markets. Global integration refers to the basic standards companies accomplish when they scale, and it involves almost all differences for brands that have integrated into various countries. A multi-domestic strategy has a local first attitude high on local responsiveness and low on global integration. As cited by Hunger (2020), a transnational strategy dispenses the differences between local responsiveness and global integration Volkswagen has accomplished global strategy by upping their deliveries by 5%-10% but had hiccups in the form of concerns such as installation of emission cheating devices in its vehicles which led to the company facing litigation issues in a High Court of UK where it was fined 30 billion Euros which involves fines, compensations, buybacks and civil settlements. Post-pandemic there has been a shortfall in the supply of semiconductors, and this affected the global strategy of Volkswagen, but the supply is expected to improve in the second half of the year.  
[image: ]
Figure 1: International Strategy
(Source: Self-made)
[bookmark: _11lzixn8o43h]


[bookmark: _Toc124084362]3.2. Ansoff growth matrix
The Ansoff matrix offers four strategic ways for businesses to choose from to facilitate and guide business such as market penetration, market development, product development, and diversification. Market penetration refers to the business that seeks growth and development where it already operates and has brand awareness. Market development strategy involves enhancing business growth by introducing new products in the already existing market. Product development refers to the expansion of business growth through the development of products and services. Diversification refers to the growth and business development that occurs when a company introduces new products in new markets (Lim and Taeihagh, 2018, p.1062). Volkswagen is having sustainability issues and has paid fines for pollution as 11 million vehicles in the UK were affected by having emission cheating devices. Volkswagen would profit from diversification into becoming a venture by strictly complying with environmental rules and regulations that would add to sustainable development. In addition to this, the company is pursuing the automation of electric vehicles and getting into joint ventures in robotics. 
[image: ]
Figure 2: Ansoff growth matrix
(Source: Self-made)
[bookmark: _wxqwfci7t86j]

[bookmark: _Toc124084363]3.3. Porter`s generic strategy
Porter's generic strategy was introduced by Michael Porter in 1980 with a focus on four frameworks namely, cost leadership, differentiation strategy, cost focus strategy, and differentiation focus strategy (Whittington et al.,2020, pp.203-207). In cost leadership strategy a venture focuses on lessening the costs of the products or services delivered to a customer thereby adding to shareholder value. As cited by (Ali et al., 2019, p.1035), the differentiation strategy concentrates on differentiating its products or services from other competitors and it has a wide range of goods diversity to peculiar features within the main product. Cost focus strategy is the full development of cost leadership strategy as it focuses on a niche market and produces the costs for that market. Differentiation focus strategy refers to the development of a differentiation strategy with concentrating on the differentiating aspect and the other focusing on the niche market. Volkswagen plans to enhance differentiation among its brands VW, Skoda, and Seat thereby managing its brand identity and awareness strategy with more clarification in near future. The brand would focus more on neglected markets in Eastern Europe where other competitors have pushed down its market share. 
[image: ]

Figure 3: Porter’s Generic Strategy
[bookmark: _8d3k49z9tmfb](Source: Self-made)

[bookmark: _Toc124084364]4.Resource allocation strategies of VW over the past five years
[bookmark: _Toc124084365]4.1 VRIO analysis
	Core competencies 
	Valuable
	Rare 
	Inimitable 
	Organized
	Advantage

	Brand image 
	Yes
	Yes
	No
	Yes
	Competitive advantage 

	Innovation 
	Yes
	Yes
	No
	No
	Competitive advantage 

	Customer experience
	Yes
	Yes
	Yes
	Yes
	Temporary advantage

	Product range
	Yes
	Yes
	Yes 
	Yes 
	Temporary advantage

	Market range 
	Yes
	Yes
	No
	Yes 
	Competitive advantage

	Sustainability
	Yes
	No
	No
	No
	Reduced costs



Resources of a company include its tangible assets, physical resources like location, intangible assets, research and development capabilities, perceptions of product capabilities, and reliability. The VRIO analysis of Volkswagen shows that financial resources are extremely valuable to the firm as these help in investments. Financial resources are also rare as it is found in only a handful of companies in this industry. The resources of the company are unique or inimitable as it is very costly for other ventures to imitate them. The resources are organized to capture more value from the market as they are used strategically. 






[bookmark: _Toc124084366]4.2 SWOT Analysis of VW
	Strengths 
	Weaknesses

	· Global presence of the company in more than 150 countries
· Strong Brand portfolio 
· Strong Research and Development initiatives  
· Has a leading market share in the niche automobile sector.
	· Brand reputation suffered by Emission fiasco
· Costs a lot of financial resources in terms of paying fines
· Has sustainability and environmental concerns.
· Has compliance concerns.

	Opportunities 
	Threats 

	· Increasing demand for automobiles post-pandemic 
· Penetration in the new and neglected markets such as in Eastern Europe
· Investment in environmental awareness and sustainable technology
· Acquisitions and partnerships in new regions and areas penetrating brand awareness.
	· Intense competition from rival brands 
· Economic fluctuations and uncertainty such as recession and pandemics. 
· Legalities and compliances with strict rules and regulations
· Semiconductor shortage due to supply chain issues. 



Analysis
[bookmark: _gntzelh5vs10][bookmark: _Toc120989233]Volkswagen has a strong brand presence in several countries and is a leading manufacturer of niche automobiles all over the world. Their strong R&D initiatives add to their competitive advantage in the automobile market (Moutinho and Vargas, 2018). The brand has recently suffered from an emission scandal in which it had to pay for sustainability and environmental concerns. There are opportunities post-pandemic where sales have risen due to a surge in demand and in the investment of resources in new markets. The company has cutthroat competition from its rivals in the market and would need to follow rules and regulations adhering to sustainability concerns. 

[bookmark: _Toc124084367]4.3 Value chain analysis
The value chain analysis of Volkswagen has two parts namely, primary and support activities that help in the operations of the company. Primary activities include inbound logistics, operations, outbound logistics, marketing, and sales and service. Support activities include infrastructure of the firm, human capital management, development of technology, and procurement (vwpress.UK, 2022). Volkswagen as a brand with well-known global awareness has a neatly organised value chain that ensures supplies of raw materials to manufacture the finished product.
[bookmark: _Toc124084368]5. Approaches of VW in terms of becoming competitive considering sustainability and environment
[bookmark: _Toc124084369]5.1 Porter`s five force analysis
	Five Forces 
	Description 
	Impact 

	Competition in the industry
	Competition for Volkswagen is intense in the automobile industry as there are other rivals such as Nissan, Ford, Toyota that offer sustainable facilities and so on. Volkswagen has an established presence in the automobile industry, and it is difficult for rivals to have a market share as large as Volkswagen.
	 High 

	Bargaining power of customers 
	Car dealerships as main buyers in this industry increase sales as they assist as third parties between buyers and car manufacturers (Calabrese et al., 2019, p.162). These dealerships are greater in size but few which increases buyer power. The customers are not loyal and depend on the manufacturers and this decreases overall the buyer power. 
	Low

	Bargaining power of suppliers 
	As there are several suppliers so the power of suppliers is a bit mitigated, but they are likely to sell to a broad variety of manufacturing companies with car companies having a small share. 
	High

	Threat of substitute products 
	There are not many substitutes in the niche automobile industry and car dealerships also sell both new and old cars as clients avoid big purchases during economic downturns.
	Low

	Threat of new entrants 
	It is difficult for new entrants to penetrate new markets in the automobile industry as it is expensive and time consuming. 
	Low


[bookmark: _Toc124084370]5.2 PESTLE Analysis
	

	Factors 
	Description 
	Impact 

	Political 
	· Brexit in the United Kingdom has disrupted the automobile market as well as the economy.
· Covid-19 brought devastation which disrupted every business in the UK.  
	Britain leaving the EU has disrupted the supply chain as there are new rules, regulations and standard compliances for the suppliers who are from Germany. 

	Economical 
	· Covid-19 and the subsequent downturn in the economy that came with it because everything got disrupted in the pandemic. 
· Niche market for the company which targets high income people who prefer to drive luxurious automobiles. 
	As the primary target market is the high-income class that prefers to drive luxury cars, the economic range is lower and there is an increase in demand for luxury cars post pandemic. 

	Social 
	· Automobile industry earlier catered to a select group or class, but it also branched to cater to the middle classes. 
· Entrance of ride sharing applications in the UK have also affected the automobile industry. 
	Catering to high income as well as middle income groups have made automobile access and transportation easier for the people in the UK (The motor trade and Brexit – impact on the automotive industry (2020)).  

	Technology
	· The world is moving towards automation and the automobile industry is not an exception to this. 
· Electric vehicles that drive on electricity are recently being launched thereby adding to technological advancements. 
	The future of the automobile industry would be driven by automation as self-driving vehicles are being tested. This can play as a market hindrance for the luxurious brand of automobiles. 

	Legal
	· Rules and regulations that pertain to the automobile industry in the UK. 
· Standardization of compliances according to legalities 
	Brexit has made legalities more complicated as tariffs are imposed at 4% on the car parts and as most cars are subjected to import from EU, so these tariffs would be imposed accordingly. 

	Environmental 
	· Global climate change is a serious concern and manufacturers are thinking about how to deal with it. 
· Green vehicles are in demand with the customers as well as sustainability concerns. 
	The automobile industry must catch up with the demand of green initiatives and sustainability concerns in order to stay relevant in the present market. 





[bookmark: _Toc124084371]5.3 Industry life cycle analysis
Life cycle refers to the production and phases as well as the raw substances, suppliers, and forerunners thus entailing the entire procedure as a life cycle and this phase from raw material to finished product is known as the life cycle principle. For Volkswagen, the application of the life cycle means that the responsibility begins much before anything that enters factory gates and merely does not end when a vehicle is sold. 
Startup- Volkswagen started as an automobile manufacturing company that produces luxury cars and the details on the company were limited when it just started their company. 
Growth- Brand awareness and knowledge about Volkswagen made consumers come to understand what the company is offering to them and how. Business processes of the company improved and thus they competed to establish themselves in the market (Strategy, Policy & Engagement, 2022).
Shakeout- As Volkswagen entered the stakeout stage the competition became intense as surplus productive capacity and considerable price discounting took place. 
Maturity- In this stage, the growth slowed down and the concentration shifted towards cost reduction and consolidation. Hindrance to entry became higher and the competition landscape became more clarified (Martins et al., 2019, p.491)
Decline stage- Here in this stage, the market of Volkswagen became saturated which has an adverse effect on growth and led to a decline in revenues. 

[bookmark: _Toc124084372]6. Recommendation for improving the sustainability approaches of the company 
The automobile industry can do various things to improve sustainability to put more emphasis on mitigating climate change and to incorporate more green initiatives to the advancement of sustainable development. There are four main approaches to sustainable development namely, appraisal of the environment, estimation of the environmental impact, accounting of natural resources, policies, and economic outlook 
Appraisal of environment 
Sustainability is the primary component of Volkswagen's 'New Auto-2030' strategy that aims to link the sustainable development goals of the United Nations with the appraisal of the environment. This is a part of their corporate social responsibility, and the company is determined to be a greater stakeholder in the positive impact on the environment. 
Estimation of environment 
Estimation is the study of the interconnection of natural systems with the development process and Volkswagen is determined to minimize the impact of unplanned development that has the possibility of disrupting sustainability. Therefore, Volkswagen wants to incorporate green economic policies that aid in income and growth which are driven by public and private investments into economic actions, infrastructure, and assets. 
Accounting of natural resources 
Economic development anywhere should consider the growth and degradation of natural resources and hence Volkswagen wants to include all its stakeholders such as investors, employees, top leadership, suppliers, and community to account for the environment and play a greater role in the sustainable development of natural resources. 
Policies and economic outlook 
The broadening gap between rich and poor countries, inequality requires to have green economics implemented through government policies and Volkswagen wants to contribute here to aid in the growth of sustainable development through economic initiatives. Therefore, the policies and the economic outlook of the government of the day should correlate with the measures taken to mitigate the gap and inequalities that persists in the society. 



[bookmark: _Toc124084373]7. Conclusion
Volkswagen is a well-known and reputed brand in the world automobile industry and the study of its strategic management and sustainability. The background of the company with recognition of the business strategies over five years is evaluated. Global and international strategy of the company as well as the macro and internal environmental issues are laid down. Recommendation on the approaches to sustainable development is required to be implemented for the reputed automobile manufacturing company to stay relevant and contribute to the growth and progress of society. 
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