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With growing concerns about the environmental impact of conventional vehicles carrying internal combustion engines, the world has witnessed a major shift to electric vehicles and those having lower emissions (Vaz, Shoeninger Rauen, et al. 2017; Vaz, Lezana, et al. 2017). The automobile manufacturers, in this regard, have also shaped their strategies accordingly. Besides the automobile sector, almost every other business organisation has considered environmental sustainability as a key part of its business strategy (Singh et al. 2022). In addition to the representation of the company as an environmentally friendly business, the consideration of sustainability in business strategy is also argued as support to developing a competitive advantage in the market (Drohomeretski et al. 2015). This is primarily because consumers in both developed and developing markets are now concerned about the environmental performance of the businesses. Also, the regulatory authorities and government policies have a critical focus on the environmental impact of the products coming to the market (Jasiński et al. 2016). Considering this, it can be argued that environmental sustainability and its consideration for all aspects of business has now become imperative for the consistent growth and survival of business organisations. In this regard, this report aims to conduct a critical business analysis of Volkswagen (VW); an automobile manufacturer based in Germany. Similar to other automobile manufacturers, the company has also marketed several vehicles with lower emissions and alternative fuels (Wissuwa and Durach 2021). Nevertheless, they have faced several claims and legal issues due to the misrepresentation of emission standards in 2015 (Gaim et al. 2021). Through the course of this report, key business strategies and their alignment with the company’s resources and capabilities will be studied. Subsequently, the competitiveness of the company considering environment and sustainability will be discussed to provide recommendations for further growth and competitive advantage. Based on the key points, the paper will be concluded at the end. 
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As demonstrated in the previous section, with an increased focus on both the consumer markets and governments across the globe, the automobile sector has observed a major shift from conventional vehicles to environment-friendly alternatives (Bachmann et al. 2021). In this regard, almost every automobile manufacturer has focused on reducing the emission of vehicles and developing vehicles with alternative fuels such as electric vehicles (EVs) (Mansouri 2016). This section of the paper aims to review the business strategy of VW for the past five years. The following sub-sections, in this regard, present major components of the business strategy of the company adopted in the past five years: 
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To respond to the emission scandal that the company faced back in 2015, the strategy of the new CEO was primarily focused on developing VW as an exclusive brand for EVs. In this regard, the company announced its plans in 2017 (Jung and Sharon 2019). According to this, the company aimed to produce at least 30 EV models by 2025 with a 20 to 25 per cent share of these vehicles in the total revenue. In line with this plan of the company, various initiatives have been taken over the course of the last five years (Barth et al. 2022). For instance, in September 2018, the company discontinued the production of Beetle, an iconic brand of the company due to the same environmental concerns. Following this, for the existing vehicles available in the market, the company has also launched a campaign to convert those vehicles to electric options by involving a business partner (Bachmann et al. 2017). Besides the launch and conversion of existing models to electric, the company has also heavily invested in acquiring state-of-the-art technology to improve the impact and effectiveness of EVs (Kollewe 2015). Nonetheless, the extensive focus is on the product development side rather than inhibiting sustainability in other aspects of the business. 
[bookmark: _Toc110599970]World’s largest green car manufacturer 
Before the emission scandal observed in 2015, the business strategy of VW was primarily focused on extensive growth as a car manufacturer around the globe. Nevertheless, the company has redirected its strategy after the takeover of the new Chief Executive Officer (CEO), Matthias Muller. Currently, as stated in the annual report for 2020, the company wants to be the world’s largest green car manufacturer (Fitzgerald and Spencer 2020). The operational marketing, and other aspects of the business have been adjusted accordingly to achieve this goal. For instance, as mentioned in the previous subsection, the company has focused on manufacturing and marketing EVs (Shah et al. 2017). Also, the existing vehicles carrying an internal combustion engine have been discontinued as an option for the consumers to convert their existing vehicles to EVs or more refined standards of emission (Topham et al. 2015). In addition to this, the company has also focused on the incorporation of related technology to develop self-driven vehicles in line with its objective to minimise the environmental impact of its products (Welch 2019). Strategic partnerships and heavy investment in this regard have been made in past to achieve this objective of the company. 
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Inclusiveness, transparency and better reputation
After the emission scandal that was observed in 2015, the company observed a major impact on its reputation and brand value. Although the strategies such as inclusiveness and transparency were always part of the company’s core values, the focus on both of these has increased in past few years (Jacobs and Kalbers 2019). To improve its market reputation, the company works on both its employer branding and branding as a manufacturer of automobiles (Lynch et al. 2016). To enhance inclusiveness, the diversity among employees is increased, which alternatively acts as an ambassador of VW in the market. Similarly, to improve the transparency of its operations, the company has increased its internal auditing practices with higher control over the performance management and monitoring system (Elson et al. 2015; Shah et al. 2017). The company have also focused on the training of its resources to ensure transparent information flow inside and outside of the organisation. 
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Growth undoubtedly remains one of the major objectives of any business entity. Before the emission scandal was under consideration, VW was aggressively taking on growth opportunities to increase its market presence around the globe (Blackwelder et al. 2016). Nevertheless, after this issue, the focus on growth temporarily shifted to managing the trust and reputation of the company (Rhodes 2016). However, an analysis of the last five years identifies that the company is slowly and gradually considering growth opportunities through strategic partnerships to enhance its market share (Zhou 2016). For instance, in 2019, the company partnered with eClassics, a German company, to convert its old Beetle models to run on electric energy. In 2017, the company also partnered with three Israeli cybersecurity experts to increase the features of its product for effective penetration in the target market (Patra 2016; Ferrell et al. 2017). Therefore, it can be argued that the company is effectively taking on growth opportunities while critically considering the risks that may have a long-term impact on the company’s performance. 
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The resources and capabilities of an organisation play a critical role in developing a sustainable competitive advantage. To achieve this, an alignment of internal resources and capabilities with the organisational strategy is essential. This will help the organisation to leverage the best output of available resources. To assess if the organisational resources and capabilities are a source of competitive advantage, VRIO analysis is widely used. This tool assesses each available resource to see if this is a valuable, rare, inimitable, Organisation. If all of these criteria are met, the resource would be considered a source of competitive advantage for the organisation. For VW, VRIO analysis is presented in the table below (Table 1): 
Table 1: VRIIO Analysis of VW
	Resource
	Valuable?
	Rare?
	Inimitable?
	Organisation?

	Supply chain
	Yes
	Yes
	No
	Yes

	Research & Development
	Yes
	Yes
	No
	Yes

	Product portfolio 
	Yes
	Yes
	Yes
	Yes

	HR & Organisational culture
	Yes
	Yes
	No
	Yes

	Brand image 
	Yes
	No
	No
	Yes

	International presence 
	Yes
	No
	No
	Yes
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In the previously presented VRIO analysis, a list of key resources and capabilities for VW has been presented. An overview of these identifies that the product portfolio of the company is one of the key sources of competitive advantage. Nevertheless, all other resources and capabilities, are not inimitable and can be replaced by any other organisation in the same sector easily. In light of this assessment, if the current strategy of the company is analysed, it is mainly focused on building its brand image (Ferrell et al. 2017). Although it is necessary to penetrate the market effectively, this strategy might not be a source of sustainable competitive advantage. In its strategy, the company is also focusing on its expansion through partnerships (Jacobs and Singhal 2020). However, this is not a source of competitive advantage either as identified in the table above. This is primarily because the automobile sector is already a saturated market and multiple suppliers are operating in the international market with their global presence (Stanwick and Stanwick 2017). On the other hand, if the product portfolio is analysed, this is one of the key strengths of the organisation and the company may develop this as a source of sustainable competitive advantage for the organisation (Yildiz et al. 2017). This is major because of the company’s strategy to shift to EVs instead of using internal combustion engines. This strategy is certainly valuable, rare and cannot be replicated easily by other manufacturers considering the requirement of research and capital. Based on this, it can be argued that the company’s strategy is partially aligned with its resources and capabilities. 
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As demonstrated earlier, an organisation’s environmental impact and sustainability practices play a critical role in developing a competitive advantage. After the emission scandal of VW, the company has a major focus on improving its market reputation and for this purpose, environment and sustainability practices have been used as key support (Strittmatter and Lechner 2021). The following are the areas of sustainability that VW is critically focusing along with their impact on enhancing the competitiveness of the company: 
· Decarbonisation: Against this focus area, the company has completely revamped its product portfolio. A shift from conventional internal combustion engines has been observed to EVs. This particular focus will help the company to develop a competitive advantage by maintaining its quality and brand in electric vehicles (Wissuwa and Durach 2021). Moreover, this will also contribute to improving its market reputation of VW.  
· Circular economy: The concept of circular economy focuses on recycling and reusing materials to reduce waste. In this aspect, the company under consideration has focused on the improvement of its production operations by inducting recycling practices (Siano et al. 2017). Besides this, business practices have also been improved to reduce and recycle the overall process waste. Working in this area contributes to competitiveness by reducing the operating costs and by improving the market reputation of the company. 
· People in the transformation: Against VW’s focus in this area, the company is focusing on the development of its workforce to meet the requirements of the future of the automotive industry. Several initiatives focusing on the development of the skillset of labour and staff have been taken (Zhang et al. 2021). Practices in this area contribute to competitiveness by strengthening the innovation capability and overall skillset of the organisation, which will alternatively translate into better products and quality. Improvements in both areas will place VW ahead of its competitors in the market. 
· Diversity: VW also extensively focuses on enhancing the diversity of its workforce. Diversity becomes extremely important for companies operating at a global level and this specific aspect contributes to organisational success and competitiveness in several ways (Bhaskaran and Bandyopadhyay 2018). Primarily, with enhanced diversity of the workforce, an organisation can improve its innovation capability as employees from different backgrounds have their unique way of interpreting different phenomena. Specifically, while developing a solution to a challenge, brainstorming with a diverse set of people can transform the output by providing multidimensional feedback. This will consequently result in organisational competitiveness by improving the overall capability and resources of the organisation. 
· Integrity: After the emission scandal, the company has extensively focused on maintaining its integrity in everything its do. For all the business practices, the company focuses on ensuring professional ethics (Toma and Tohanean 2019). This contributes to competitiveness by improving the market reputation of the organisation. Moreover, this also strengthens the relationship of the company with its internal and external stakeholders, which also enhances its competitiveness. 
· Responsibility for supply chain and business: Besides taking responsibility for its operations, VW also takes responsibility for its supply chain for its environmental compliance (Bachmann et al. 2021). For this, the company takes its suppliers on board, which also contributes to organisational competitiveness. 
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Besides the already adopted practices by VW, the following recommendations concerning sustainability practices can be considered: 
1. Although EVs are currently being considered the future of the automobile industry, experts have started to think about their environmental impact on the overall lifecycle. The use of batteries in such vehicles substantially affects the environment (Toma and Tohanean 2019). Considering this, the company must use its R&D facilities to effectively assess this impact along with the exploration of alternative options. For instance, further developments in hydrogen-based fuel can revolutionise the automobile industry and launching a commercial vehicle in this segment will place VW ahead of its competitors. 
2. Currently, the company holds a major share in its Chinese markets and for business expansion, it has also considered several partnerships. Many of the Chinese suppliers have relatively poor environmental and social compliance practices (Yildiz et al. 2017). Moreover, in the development of a partnership, if the partners VW would not consider their environmental and social performance critically, this will influence the market reputation of VW eventually. To avoid this, the company must consider supplier and partner evaluation critically specifically in terms of their environmental and social practices. 
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To conclude the discussion, it can be argued that environmental sustainability and its consideration for all aspects of business has now become imperative for the consistent growth and survival of business organisations. With an increased focus on both the consumer markets and governments across the globe, the automobile sector has observed a major shift from conventional vehicles to environment-friendly alternatives. To respond to the emission scandal that the company faced back in 2015, the strategy of the new CEO was primarily focused on developing WV as an exclusive brand for EVs. Before the emission scandal observed in 2015, the business strategy of VW was primarily focused on extensive growth as a car manufacturer around the globe. Nevertheless, the company has redirected its strategy after the takeover of the new Chief Executive Officer (CEO), Matthias Muller. Currently, as stated in the annual report for 2020, the company wants to be the world’s largest green car manufacturer. Growth undoubtedly remains one of the major objectives of any business entity. Before the emission scandal was under consideration, VW was aggressively taking on growth opportunities to increase its market presence around the globe. Nevertheless, after this issue, the focus on growth temporarily shifted to managing the trust and reputation of the company. After the emission scandal of VW, the company has a major focus on improving its market reputation and for this purpose, environment and sustainability practices have been used as key support. 
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