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Purpose of this report is to identify key business strategies followed by Volkswagen Group over past five years and to discuss the reasons behind pursuing those strategies followed by the identification of resources and capabilities and how well Volkswagen has utilized them to achieve the key strategies. This report then evaluates the ways through which Volkswagen tried to gain competitive advantage followed by recommendations for the company on how further sustainability practices can help the organization to develop competitive advantages in the future.
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A PESTLE study is a method for obtaining a broad overview of the business environment. Political, Economic, Social, Technological, Legal, and Environmental elements are often referred to as PESTLE. It enables a corporation to get a sense of the variables that might affect a new market or sector. Different types of firms will place a greater emphasis on certain elements, and a PESTLE study can assist identify risk factors for the SWOT analysis.
Government of the United Kingdom has introduced a number of policies and taken multiple measures to address the environmental issues. These policies are mainly include the green policies and promotion of renewable energies including, for example, Environment Act 2021 (Sustainable Governance Indicators, 2022). This includes a goal of net zero carbon emissions by 2050, with an emissions reduction of 78% compared to 1990 levels by 2035.
These policies can take shape of both, opportunity and threat for Volkswagen. It can be regarded as threat because the company has suffered huge losses in terms of fines posed after it settled a High Court claim over the installation of emissions cheating devices in its vehicles (BBC NEWS, 2022). So, if the company becomes unable to comply with the policies of government, then it may face same situation of fines and sanctions which ultimately can affect its sales and goodwill in the long-term.
Environmental policies can be seen as opportunities that can company take benefit of through utilising its strengths that are internal to the company. Five years ago, in order to streamline with the policies of government and stay-ahead of its competitors, Volkswagen decided to transform its brand. For this purpose, Volkswagen devised a strategy TRANSFORM 2025+. According to this strategy, Volkswagen decided to reorganise itself through introduction of new range of e-drive models to provide everyone CO₂-neutral mobility (Volkswagen, 2022). This drive would also help the company to avoid the threats that can be identified through SWOT model.
Technological and environmental factors, which can be identified through making use of PESTLE framework, have major effects on Volkswagen. The fast changing technological factors have revolutionized ways of doing businesses around the globe. Utilizing technology has increased business operations in terms of productivity, speed, coordination, automation, revenues, cost savings, and improved customer service. Accordingly, during the period of last five years, Volkswagen has devised a strategy ‘ACCELERATE’ which enabled the company to enhance the speed of innovation. This strategy has also helped the company to address the increasing threats of new entrants by changing the Volkswagen altogether (Volkswagen, 2022).
In order to cope with technological advancements, Volkswagen has gone ahead of e-vehicle through starting the digitization which is believed to be an actual game changer. Self-directed driving, software-defined products, electrification, and new business models are the four main drivers that are guiding the Volkswagen on development of automobiles for the future. By turning software and the digital customer experience into key strengths and generating additional income through data-based services during the usage phase of automobiles, the Volkswagen brand is advancing transformation (Volkswagen, 2022).
In the first year of ACCELERATE strategy, Volkswagen made good strides towards becoming a tech firm. In 2021, significant achievements were made in the areas of e-mobility, digitization, and innovative business models (Volkwagen, 2022). Further, despite much fewer unit sales in the previous fiscal year, the firm managed to maintain efficiency in a difficult competitive market by increasing sales revenue, return, and operating profit (Volkwagen, 2022).
Another strategy that Volkswagen has pursued is expansion of business through collaborating with Ford Motors. Under this strategic alliance, Ford Motors and Volkswagen are escalating their e-mobility partnership business to produce e-mobility, commercial vehicles and autonomously driven vehicles. Also, under this strategy, Ford Motors plans to introduce another electric model based on MEB platform for the markets of Europe (Volkwagen, 2022). As compared to their previous plans, both of the automakers expect to double its production and sales volume to 1.2 million units over the timespan of six years.
Another strength of Volkswagen is where it has achieved one more ground-breaking milestone by significantly going over and above European CO2 fleet targets for 2021 where the company produced about 5.5 million grams fewer CO2 than required by law. All of these facts and figures show that Volkswagen has overcome the issues pertaining to the CO2 emission ultimately securing the environment that consequently would increase and even help regaining the customers’ confidence in the products of the company (Volkswagen, 2022). It would also help the company to avoid face legal claims and cases like ‘diesel gate’ and emissions cheating devices that in turn would help the company to consequently increase its profitability.
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Volkswagen has made extensive use of resources that have enabled it to stand where it does in the society today. Using a variety of resources, Volkswagen transformed from a German enterprise into a multinational corporation. Human resources are one of the resources that the business has utilized during the past five years. The best human resources available were employed by the organization. The company's success on a national and worldwide level is a result of the management teams' and middle-level employees' skill, intellect, and rover qualifications. Year after year, Volkswagen hired more personnel and as it develops a new model, the company draws in the most qualified and productive new hires and keep the experienced workers by paying them well and providing them promotions when appropriate. The staff members are expected to report on their performance on a regular basis so that the achievement against organization's objectives may be assessed. The autocratic management control style used by the organisation requires members to submit frequent reports.
The company's financial capability is another resource that it has utilised, and it has made use of this capability to fund its expansion. Compared to other German automakers, the company's revenues have been increasing at a healthy rate. Due to increased worldwide competition, revenue growth is currently accelerating, while return on capital utilised has remained constant (Volkswagen, 2022). A fresh investment in the form of international diversification, which takes less capital relative to the rewards that will be realised, has also contributed to the increase in income.
The use of technology by the business to create and maintain profitability has been its additional resource as shown above where company has devised strategies for digitization and production of e-mobility, commercial vehicles and autonomously driven vehicles (Volkwagen, 2022). A corporation has become well-known thanks to the resources listed above not just in Germany but also in many other nations. The company's strong financial position has guaranteed that it is successful in the worldwide market and has maintained its competitiveness. Employees that are sharp, effective, and well qualified have contributed to branding, marketing, and innovation, providing the business an edge over rivals.
There a number of examples and pieces of evidence that can be provided to prove that Volkswagen has aligned its current resources and capabilities according to its current strategies of the business. In order to streamline with its own strategies of e-mobility and reduced carbon emission and with the policies of government and to stay-ahead of its competitors, Volkswagen has transformed its brand and TRASFORM 2025+ is the continuity of the same. As per this strategy, Volkswagen decided to reorganize itself through introduction of new range of e-drive models to provide everyone CO₂-neutral mobility (Volkswagen, 2022).
Further, the efforts to realign with turbulent environment and the fast changing technologies, Volkswagen have revolutionized ways of doing businesses around the globe. Utilizing technology has increased business operations in terms of productivity, speed, coordination, automation, revenues, cost savings, and improved customer service (Frederico, 2018). Accordingly, during the period of last five years, Volkswagen has devised a strategy ‘ACCELERATE’ which enabled the company to enhance the speed of innovation. This strategy has also helped the company to address the increasing threats of new entrants by changing the Volkswagen altogether (Volkswagen, 2022).
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Anything that offers a business an upper hand over its rivals, enabling it to draw in more clients and increase its market share, is considered a competitive advantage (Harvard Business School, 1980). The competitive advantage can take any of the below form:
· Advantage of reduced costs
· Advantage of unique features of the product
· Niche advantage by serving a specific group or segment of the market better than others (BDC, 2023)
· Through covering most of the market share
The Volkswagen Group is putting a lot of efforts into improving factory emissions control and energy efficiency. As a result of this, by 2023, all European locales are expected to get all of their energy from renewable sources; they have already surpassed a level of 95%. The locations that have been declared free from carbon include Brussels, Dresden, Crewe, Zwickau, etc. Consider Brussels as an example, where the manufacturing facility for Audi's all-electric e-tron series has been operating since 2012 (Volkwagen Group, 2021). On the plant's rooftop, there is also a solar system with a total area of 107,000 square meters. The provision of heat from renewable sources is the second pillar after climate-friendly electricity. The business uses carbon credit programmed to offset CO2 emissions that are now impossible to prevent.
As soon as they leave the factory, the Volkswagen ID.32 and ID.43 models are net carbon-neutral. The fundamental tenet is to reduce energy use, turn to renewable sources of power, and make up for unavoidable emissions (Benko & McFarlan, 2004). For instance, the facility receives green electricity from hydroelectric power plants, wind farms, and solar parks from Volkswagen Kraftwerk GmbH, which makes a significant contribution. With its own combined heat and power facility, the location meets the remaining requirement. Natural gas is used to power it, which is a lot more environmentally beneficial than using coal to produce energy (Volkwagen Group, 2021). Additionally, the extremely effective combined heat and power plant provides 70% of the necessary heat.
The Volkswagen Group is also concentrating on environmentally friendly logistical solutions. Since 2020, the ID.3 and ID.4's batteries have been transported by rail and, for the last mile, by e-truck. Around 11,000 tonnes less CO2 emissions are anticipated to be produced annually thanks to the green logistics chain (Volkwagen Group, 2021). This is equivalent to a town with more than 1,000 residents' yearly CO2 emissions.
Volkswagen utilizes certified fuel generated from vegetable leftovers for some of its new car shipments on European marine routes (Babafemi, 2015). The fuel is derived, for instance, from spent cooking oil from the catering and culinary businesses. As a result, automobile transporters emit less CO2—by more than 85% (Volkwagen Group, 2021).
Volkswagen has tried to gain competitive advantage while considering the sustainability through achieving another major milestone by significantly going over and above European CO2 fleet targets for 2021 where the company produced about 5.5 million grams fewer CO2 than required by law (Volkswagen, 2022).
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There are a number of recommendations that can be made on how Volkswagen Group can develop competitive advantage in the future. Below are some of the recommended action plans that Volkswagen can pursue to prolong the duration of its competitive advantage in the future.
· Volkswagen should double check the quality of its vehicles to avoid creation of distrust between the company and customers. For example, CO2 emission should be check by some independent institution to ensure what company is stating is reliable and right. Doing so would enhance the confidence of the customers in Volkswagen consequently leading to sustainable competitive advantage.
· Volkswagen should price its electric and other renewable energy-based vehicles lower than other companies. It would support its customers when they are already bearing cost of living crisis. Moreover, after the inception of pandemic Covid-19, global economy is going through commodity super-cycle which caused high inflation consequently resulting in reduced buying power of the customers while having no or low residual income. So, reduced prices can tempt the customers to buy cars even during the crisis that can again deliver competitive advantage to Volkswagen in the long run.
· Volkswagen should explore other cheaper renewable energy sources as a source of power for electric vehicles which can definitely deliver competitive advantage in the future. For this purpose, it should intensify research and development on digitisation which is believed to be a game changer. More importantly, the activities of research and development should be carried out on continuing basis to sustain the competitive advantage in the long future by staying ahead of its competitors.
· Volkswagen can take first mover advantage by introducing electric vehicles into the markets before its competitors which would give a competitive advantage to the company due to being first in the industry to introduce such vehicles and due to being pioneers.
· Volkswagen should intensify the advertisement campaign of its upcoming electric vehicles and inform potential customers about the expected features and benefits.
· Further sustainability practices may also include increasing efficiency of the operations which would result in increased organisational performance by increasing harmony among the departments
· Value chain analysis can also assist in developing and sustaining competitive advantage in the future by explaining each activity of the value chain and pinpointing the areas where Volkswagen Group falls short, allowing for improvements that can be made in order to take focus more on what adds value and by removing the non-value adding activities. It ultimately would enable the Volkswagen Group to focus on activities that are valued by its customers to gain competitive advantage.
· Volkswagen Group should stay up to date with applicable environmental laws to avoid even unintentional breaches and non-compliance to avoid any penalties and fines which ultimately would not only enhance profitability but also goodwill and reputation consequently assisting to develop and sustain competitive advantage.
· Volkswagen can achieve competitive advantage by going for backward integration to reduce the costs. It would be competitively advantageous not only due to reduction in costs but also it would enable the company to increase the knowledge and experience of the auto industry.
· Another sustainability practice which has the potential to deliver competitive advantage is that the Volkswagen Group should easy charging facilities of electric vehicles, for example, by providing solar-based charging stations. It would result in reduced costs of recharging for the customers and for the company as well.
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It can be concluded that the upcoming era is of electric vehicles that necessitates the companies to explore more renewable energies while considering sustainability and environment. Accordingly, the organizations need to realign their resources and capabilities to stay on right path to achieve business strategies. Further, digitization and Artificial Intelligence are believed to be the game changer that necessitate the companies in automobile sector to adopt practices of strong and continuing research and development to cope with fast changing technologies.


References
Babafemi, I. D., 2015. Corporate Strategy, Planning and Performance Evaluation: A Survey of Literature. Journal of Management Policies and Practices, 3(1), pp. 43-49.
BBC NEWS, 2022. Volkswagen to pay out £193m in 'dieselgate' settlement. [Online] 
Available at: https://www.bbc.com/news/business-61581251
[Accessed 17 April 2023].
BDC, 2023. Competitive advantage. [Online] 
Available at: https://www.bdc.ca/en/articles-tools/entrepreneur-toolkit/templates-business-guides/glossary/competitive-advantage
[Accessed 17 April 2023].
Benko, C. & McFarlan, W., 2004. Managing a growth culture: how CEOs can initiate and monitor a successful growth-project culture. Strategy & Leadership, 32(1), pp. 34 - 42 .
Frederico, G. F., 2018. Operations and Supply Chain Strategy in the Industry 4. 0 Era: Concepts and Implementation. s.l.:Amazon Digital Services LLC.
Harvard Business School, 1980. Strategic Management for Competitive Advantage. [Online] 
Available at: https://hbr.org/1980/07/strategic-management-for-competitive-advantage
[Accessed 17 April 2023].
Sustainable Governance Indicators, 2022. Environmental Policies. [Online] 
Available at: https://www.sgi-network.org/2022/United_Kingdom/Environmental_Policies#:~:text=This%20includes%20a%20goal%20of,%2C%20biodiversity%2C%20water%20and%20waste.
[Accessed 17 April 2023].
Volkswagen, 2022. Annual Report. [Online] 
Available at: https://annualreport2022.volkswagenag.com/
[Accessed 18 April 2023].
Volkswagen, 2022. Strategy. [Online] 
Available at: https://www.volkswagen-newsroom.com/en/strategy-3912
[Accessed 17 April 2023].
Volkswagen, 2022. Volkswagen Passenger Cars again significantly exceeds European CO2 fleet targets for 2021. [Online] 
Available at: https://www.volkswagen-newsroom.com/en/press-releases/volkswagen-passenger-cars-again-significantly-exceeds-european-co2-fleet-targets-for-2021-7710
[Accessed 17 April 2023].
Volkwagen Group, 2021. How Volkswagen is becoming a climate-neutral company. [Online] 
Available at: https://www.volkswagenag.com/en/news/stories/2021/02/how-volkswagen-is-becoming-a-climate-neutral-company.html#
[Accessed 17 April 2023].
Volkwagen, 2022. One year of ACCELERATE strategy: Volkswagen strengthens efficiency and speeds up transformation. [Online] 
Available at: https://www.volkswagen-newsroom.com/en/press-releases/one-year-of-accelerate-strategy-volkswagen-strengthens-efficiency-and-speeds-up-transformation-7811
[Accessed 17 April 2023].
Volkwagen, 2022. Volkswagen and Ford expand collaboration on MEB electric platform. [Online] 
Available at: https://www.volkswagen-newsroom.com/en/press-releases/volkswagen-and-ford-expand-collaboration-on-meb-electric-platform-7808
[Accessed 17 April 2023].



