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Introduction

Strategic management refers to the process of setting goals, processes and objectives to make an organisation effective and competitive. It focuses on effectively utilising resources and staff to achieve the organisational goals and objectives as well as requires evaluation of the internal and external factors that might affect the organisation (Hitt, Ireland and Hoskisson, 2019). Sustainability is the the ability to sustain or maintain a process with consistency and regularity over time as well as it aims to protect the natural and physical resources for the long-term use. Sustainability in businesses is the effect that an organisation has on the society and environment as well as sustainable strategy aims to impact both of these in a positive way. Volkswagen is a Germany based motor vehicle manufacturer founded in 1937 by German labour front. It is headquartered in Wolfsburg, Germany and serves all over the world. (Strata, 2018) The following report covers the relation between internal and external environment of an organisation and its impact on the business strategies, the competitive and development strategies of an organisation in context to contemporary strategic management issues and the analysis of factors that need to be considered by an organisation while implementing a strategy in context to Volkswagen.

Main Body
1. The key business strategies of Volkswagen over the past five years


Business strategy is an important initiative that an organisation follows to create worth for its stakeholders and acquire a competitive benefit in the market. It is a plan that is strategically made by a company to formulate, implement and achieve major goals and initiatives of an organisation. After the carbon emission scandal of 2015, Volkswagen has implemented e-mobility and digitalization strategies over the past five years and made a huge remark in the European market with its green technology in the manufacturing and production of cars. In 2017, Volkswagen announced that they will invest 50 billion euros to establish the all-inclusive electrification initiative in the auto-mobile industry and by 2025, launch at least 30 electric vehicle models. On march 6, 2017 Volkswagen presented a prototype for a fully automatic car (Sedric) at the Geneva motor show. Further in the year 2020, the company announced an increase in the investment to 86 billion dollars in self driving and electric cars over the next five years. The company launched a transformation plan followed by an accelerate strategy and to manage all the investments, they aim to attain an operating margin of minimum 6 percent by 2023 (Volkswagen AG, 2021). The business strategies adapted by Volkswagen over the past five years are as follows:
· Electric vehicles: Volkswagen invested heavily in the electric vehicles trying to gain a competitive advantage in the market and move towards sustainability while reducing the use of fuels. The company announced to make EV version of every car model, making a sustainable impact on the future (Volkswagen AG, 2023).
· Digital transformation: Volkswagen implemented new and innovative technologies like artificial intelligence and automation for the efficiency and innovation of its cars. The company focused on self-driving vehicles to change the customer mobility experience into a whole new experience.
· Expansion in China: Volkswagen expanded its business in the Chinese market as it is a huge market and have a wide reach to technology and auto-mobiles. China is one of the largest countries dealing in automotives and the company invested in China to strengthen their technological presence (Volkswagen AG, 2023). 
· Cost reduction: Volkswagen tried to cut costs by adopting sustainability in order to achieve higher profits as well as gain a competitive advantage over others in the automotive industry (Henry, 2021). They are focusing on making hybrid electric vehicles to reduce cost of production and achieve sustainability.
· Brand rebuilding: After the scandal of 2015, the company made sincere efforts and took various measures including the settlement of £193m and production of green cars to reduce carbon emission in order to regain the trust and loyalty of customers as well as rebuild the image of brand (Zhang, Atwal and Kaiser, 2021).


Using PESTLE analysis to evaluate the external factors that might have an impact on Volkswagen to pursue or change these strategies. PESTLE analysis involves the external factors of environment that have an impact on business, includes political, economic, social, technological, legal, and environmental factors. 
· Political factors: Trade tariffs and political instability of countries have a major impact on Volkswagen group. To overcome such challenges Volkswagen might have adopted digital transformation strategy.
· Economic factors: Increase in the buying power of consumers has a positive impact on the sales of Volkswagen and this is why the company may have invested in the expansion.
· Social factors: With the increase in consumer's spending, the urge to have premium and innovative cars has increased and they demand sustainable and less polluting cars. In order to fulfil increased demand, Volkswagen has incorporated EV and digitalization.
· Technological factors: With the advancement and dynamics in technology, Volkswagen is focusing on incorporation of innovation in cars such as self-driving cars.
· Legal factors: The legal impacts on Volkswagen because of the “Diesel gate” scandal led to heavy losses for the company and affected its customer trust and loyalty and this is why the company focused on reducing cost as well as rebuilding its image (Jung and Sharon, 2019).
· Environmental factors: After the “Diesel gate” scandal, the company started producing green cars and focused on electric vehicles to reduce carbon emissions as a move towards sustainability.

2. The resources and capabilities of Volkswagen over the past five years


The efficient use of resources leads to reduction in cost as well as increase in efficiency and productivity. The company is capable of delivering the products to every category either middle class or higher class as it produces a wide range of economical as well as luxury cars. Here are some of the resources of Volkswagen group:
· Human resource: Volkswagen is one of the largest companies and employs a large number of people all over the world. It has employed more than 627,000 employees and focuses on becoming one of the most attractive employers in the whole industry.
· Technology and innovation: The company aims to increase visibility of the brand along with increase in its growth and sales while using technological innovation like investment in research for autonomous cars in order to increase customer satisfaction.
· Effective supply chain: supply chain management of Volkswagen is very effective and it is the biggest strength of the brand (Toma and Tohanean, 2019). The company has also incorporated digitalization in its supply chain to gain efficiency in production.


The company has aligned its resources and capabilities to its current business strategies as they have incorporated electric vehicles, digitalization and cost reduction in the operations and production of cars. 
3. Evaluating the ways in which Volkswagen has tried to become competitive

The Volkswagen company is aiming towards enhancing the energy efficiency and reducing the waste emissions from their factories. The company is focusing to offer 100 of power generated from renewable energy (Allam, Scagnelli and Corazza, 2020). VW group is focusing to contribute towards sustainability and environment to provide better facilities to its customers, enhance brand image, and to compete well in the market (Jacobs, and Kalbers, 2019). As there are big competitors present in the market, Porter’s five forces model would help the company to evaluate the external factors to face the competitors and form its strategies accordingly. The detailed analysis for Volkswagen group in accordance with porters five force model is discussed below:

· Bargaining power of buyers: The bargaining power of buyers for Volkswagen group is very low because of switch options, and cost determination (Bobek, and Kodrič, 2021). It is difficult for the consumers of Volkswagen to switch to other brands. Also the bargaining power of the buyers is dependent on the market knowledge they are having about the industry and products. As Volkswagen produces premium cars that are usually bought by premium customers who are not concerned with the price of differentiated products. the company offers its buyers with differentiated cars which helps in increasing the prices and gaining loyalty of customers. Buyers’ preferences for environment and sustainability also impacts the power of buyers.

· Bargaining power of suppliers: Bargaining power of suppliers is low for Volkswagen group because the supplier of the company produces specialised parts of raw materials for few numbers of automakers in the industry and they wholly rely on those automakers. Having limited number of buyers, the suppliers cannot afford to lose its buyers. However, there are many suppliers available in the market for other parts but the suppliers do not prefer to break contract or lose a buyer like Volkswagen because of its huge brand image. Which gives the company more power and opportunity to buy at low prices and generate more profit. The company is focusing to manufacture products by doing less harm to environment which also includes the making and availability of its raw materials. (Mahmoud, 2020)
· Threats of new entrants: Threat of new entrants is low in case of Volkswagen as this industry has huge entry barriers for new entrants in the market. this is because of the start -up cost in the industry is high and it is very tough for the companies to achieve the economies. A new entrant might find it difficult to form strong distribution channels. Also, the buyers are very loyal towards Volkswagens so it is difficult for new entrants to develop brand image and make them switch (Ammar, 2022).

· Threats from the substitute products: threat of substitute products is moderate to Volkswagen. As the prices for gas are increasing and people are more concerned with environmentally friendly vehicles such as cycles. Also, the government is promoting the use of environmentally friendly products. However, some consumers prefer to use their own vehicles because of convenience concern and nowadays its opted by the buyers to purchase electric vehicles instead of diesel or gas ones because of the price difference and ease in drive. (Octopus, 2020)
· Rivalry of existing players: the level of competition from the competitors of Volkswagen is intense due to the other rivalry players in the market (Markovićand Mijušković, 2022). That's why it is essential for Volkswagen group to plan and invest more in developing innovative products and advertising by keeping buyers’ choices in mind. As it is difficult to make exit from the industry due to invested cost and prevent from extreme losses the rivalry companies focus on the ways to compete. Therefore, Volkswagen aiming to develop different or environmentally friendly products as they will be more favourable for the further growth and development of the company and will help in contributing towards sustainability. (Valuationacademy.com, 2010)
4. Recommendations for the organisation 


Some of the recommendations for Volkswagen to develop sustainability practices which will also help the company to gain competitive advantages:

· Increasing energy efficiency: The company must focus on reducing its energy consumption among all dealerships to increase the efficiency and save the environment. 

· Reducing emissions: reducing emissions of CO2 and other harmful gases to protect the earth and health of people and for becoming carbon neutral organisation. also, the group must focus to improve air quality by introducing fuel efficient and low emission combustion engines.

· Renewable energy: use of renewable energy can help the Volkswagen group to contribute its part of service towards the betterment of environment. 

· Maximizing resource efficiency: Volkswagen group must look for ways to reduce or minimise the use of natural resources that includes environmental externalities like, energy, water, waste, CO2, and other organic compounds. 

· Eco-friendly products: Aiming to manufacture eco-friendly vehicles to become a leader for developing sustainable things in the market. which will be beneficial to both the people and the environment. The organisation must focus to develop re-cycling, eco-fuel alternatives and clean production. 

· Quality service: The company can attain its competitive advantage by providing quality in its services and products that will build trust among its customers. and help the organisation to make an impacting stand against its competitors. 
Conclusion
The above report demonstrates the use and importance of strategic management for attaining sustainable development. This report helps the organisation to analyse its competitive environment to take actions which are needed. Which includes pestle analysis which helps to determine external factors impacting the organisation and forming business strategies accordingly. (The Business Professor, LLC, n.d.) The report Evaluates the present and desired resources and capabilities of the organisation. porter’s five forces model has been done for studying competitive analysis of the organisation taking sustainability and environment in concern. Some recommendations are being advised to the organisation which can be followed in the overall working of company to achieve the growth objectives in terms of developing sustainability and competitive advantage. 
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