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The UK automobile industry is expanding and dealing with numerous challenges. Volkswagen is not an exception as it also confronts threats from rivals who want to maintain its position as the market's top automaker. The company has made strategic and sustainable decisions supporting it in overcoming obstacles and enhancing its strong points. Volkswagen is also working to ensure they do not face future scandals similar to the 2015 emission crisis, severely damaging the company's reputation (Jung and Sharon, 2019). This essay will provide background information about Volkswagen and a review of the company's current core business strategy throughout the previous five years. Porter's Five Forces, a PESTEL Analysis, and an evaluation of VW UK's Competitive Environment will all be included in the analysis. The essay will also incorporate recommendations for the factors to consider when implementing the company's development and competitive strategies.
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The world-famous Volkswagen Group is a multinational automaker with its corporate headquarters in Wolfsburg, Germany. Twelve brands are strategically led from these headquarters, including Volkswagen Passenger Cars, Bugatti, Audi, Bentley, Lamborghini, Porsche, and Ducati. Although the strategic executives of the VW Group are based in Germany, each brand's offices are spread throughout seven different European nations.
Around 668,000 people worked for the Volkswagen Group worldwide in 2021, up from 665,000 in 2020. Volkswagen indicated that there would be a job reduction between 2019 and 2023. The company aims to provide current and future generations with sustainable mobility, while its mission is to excel in employment, thrill clients and set the bar for the environment, safety and integrity. Volkswagen Group engages in the production of automobiles and financial services. VW Group Services handles all logistics, including planning, material, and automotive logistics. The division that manufactures cars creates commercial vehicles, and passenger cars under 12 brands. The financial services comprise client financing, leasing, insurance, and dealer.
The Volkswagen Group uses together 2025 concept framework, which strives to secure the future utilizing five modules. One of the modules, optimal governance, focuses on creating a thorough corporate structure to boost brand management and strategic decision-making. The Software-enabled Car Manufacturer module focuses on creating distinctive and cutting-edge software to improve automobile safety, effectiveness, and comfort (Frey, 2018). Furthermore, the excellent leadership module focuses on partnership-based, transparent, and value-centered leadership.
In the 2020 fiscal year, the company shipped 9,305,372 vehicles to buyers worldwide. The pandemic and the global efforts to stop its spread were entirely to blame for the 15.2% decline. The company employed an estimated 665,445 workers, including joint ventures in China, in the same year. Furthermore, it made €222.9 billion in sales revenue during the 2020 fiscal year (VOLKSWAGEN, 2020). The Covid-19 pandemic's impact on volumes and the detrimental consequences of exchange rate changes were the leading causes of the 11.8% year-over-year decline
.
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Although the UK auto sector dominates the world regarding vehicle production, it faces competition from the auto industries in the US, Italy, France, and Spain. They have a similar history of industrialization and have relatively large automotive industries. The British automotive sector's biggest rivals are electric vehicle producers like Tesla. Major automakers have made environmentally friendly vehicles to satisfy consumer demand and adhere to environmental regulations. Volkswagen's target market is threatened by competition from manufacturers of electric cars as some consumers choose to import vehicles out of concern about the 2015 pollution scandal. Since the pollution crisis broke, Volkswagen has yet to win its customers' trust. 
The UK automobile industry has a diverse range of customers. The majority of them prefer diesel or gasoline engine vehicles. This is due to various factors, such as rising operational expenses and a shortage of charging infrastructure. A third of UK buyers research their alternatives for a vehicle in less than a month. This means that companies like Volkswagen only have limited time to interact with customers and influence their purchase behavior. However, Volkswagen has a dynamic marketing staff that aids UK consumers in making fast decisions when they wish to buy cars. As a result, the company has gained a competitive edge in the market.
The UK's automotive sector primarily sources its raw materials from its member states. As a result, the industry has suppliers who provide the raw materials or other components they need for car assembly. Additionally, the UK's automotive sector is supported by car dealerships that assist automakers in distributing their automobiles to the target market. From this perspective, Volkswagen has managed to enter its intended market and supply them with upscale vehicles that satisfy their needs. Thus, the company has grown its market at a lower cost and generated sizable profits.
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[bookmark: _Toc112157051][bookmark: _Toc112278445]Political Influence
Political factors include environmental rules and regulations, taxation, auto industry policies, and competition laws (Bathla et al. 2022). The UK government is consistent and generous in its support for the industry. It has applied financial enticements to vehicles with low CO2 emissions. There are substantial TAX costs if a car produces a high Carbon dioxide emission rate. Political considerations directly impact Volkswagen's activities. This is because political decisions will impact people's lives through policy or legislation. For instance, the revenues of Volkswagen will be immediately affected if the government raises taxes to support the regional automakers.
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Economic elements include trade, wealth, income distribution, and inflation. Significant sales are made possible by economic expansion in the UK. However, the car market is impacted by periods of weaker economic activity, which affects the income and sales of companies like Volkswagen. Volkswagen has recovered from the shock of the diesel scandal, and its sales soared again. High economic activity significantly impacts its increasing sales and earnings in most markets (Leon, 2018).

[bookmark: _Toc112157053][bookmark: _Toc112278447]Social Influence
Social factors include population demographics, transportation, households, and environmental issues. According to GOV.UK (2020) 29% of the population in UK are aged from 18 to 39 years, and 27% are aged from 40 to 59. UK is known as a country with well-established middle-class which covers the majority of the population. That is the market segment which  Volkswagen is targeting with their sustainable business strategy – middle working class aged between 35 and 59 years, which can afford the mass production of the company’s cars on reasonable price and high quality. With its high-end vehicles, such as Bugatti and Audi, the premium brands in the group aim to appeal to the more affluent members of the community. Volkswagen has segmented its need to cater to each target market segment.
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The UK automobile industry is one of the innovative manufacturers of cars. UK manufacturers are actively utilizing the strategy as they implementing CO2 efficient technology. Additionally, the production of vehicles driven by hydrogen has created attention. Innovation has always played a key role at Volkswagen. The corporation is investing in technology to introduce safer and greener cars to the market. It has also made significant investments to make its distribution and production procedures technologically superior to its competitors
.
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Financial incentives have been put in place by the UK government to reward vehicles with reduced CO2 emissions (Jung and Sharon, 2019). The UK government imposes substantial TAX costs on automobile companies with high CO2 emission rates. VW was obliged to replace millions of cars after the emission crisis due to their failure to comply with the emissions standard. The company is currently concentrating on creating more electric and hybrid cars to regain the trust of its customers. The regulations governing emissions have been stricter all around the globe, but notably in industrialized nations. As a result, companies like Volkswagen must concentrate on producing more environmentally friendly vehicles.

[bookmark: _Toc112157056][bookmark: _Toc112278450]Legal Influence
The UK government has established a few legal regulations, such as the mandatory installation of tire pressure monitoring and electronic stability control systems in all newly manufactured automobiles. VW was previously ordered to pay billions of dollars in the Diesel crisis case. The brand was discovered to evade emission tests by deploying defeat devices. Millions of VW cars had to be returned, and heavy penalties had to be paid. The VW administration is currently employing strict plans to prevent violations of requirements globally.
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Threat of new competitors
	·       There is minimal risk of new rivals entering the UK market due to cost advantages and consumer loyalty to established automobile players.
·       VW's threat of new entrants into the auto sector is relatively minimal due to the substantial hurdles to entry, including expensive setup and sunk costs.

	Bargaining power of suppliers
	· Most raw materials are imported from abroad; hence, the VW has more negotiating leverage regarding supplies of raw materials and auto components.

	Consumer bargaining power
	·       Consumers unquestionably stand to have more negotiating power because they have access to a wealth of knowledge and a wide range of brands worldwide.
·       The buying power is average to strong because VW could control quality and price to some extent because of the company size and bulk purchasing.

	Threat of substitutes
	·       VW customers have a wide range of options because many businesses on the market offer comparable products.
.       Alternative forms of transportation almost have lower costs and occasionally even promote environmental sustainability.

	Rivalry intensity
	·       The automotive industry is very competitive.
·       VW’s competitors include Hyundai, Ford, and General Motors.
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Volkswagen uses market segmentation and has its market divided based on psychographic and behavioral characteristics to cater to the unique demands of various client groups. The psychographic segmentation divides markets based on customers' social position, values, interests, and lifestyles (Whittington et al. 2020). Based on the preferences and lifestyles of its clients, Volkswagen has segmented its market. VW UK targets various market categories, such as consumers who require mobility and comfort. The small automobiles that VW produces, like Golf, are made to satisfy the needs of customers who only require mobility or who merely want to take advantage of a car's utility value. The cars marketed to these customers are straightforward in design and less expensive to purchase and maintain (Dubey and Gunasekaran 2016). Volkswagen's models tend to be simpler and less expensive. The goal is to appeal to a broad audience. The company has created a fully loaded luxury car to fight big rivals with the latest Touareg midsized SUV. Competitors are the Land Rover LRV4 and the BMW X5. Developing sophisticated technologies for varied strategic situations has been a priority for Volkswagen Cars Company for many years.
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Volkswagen's competitiveness in the UK market is currently influenced by several significant external and internal factors. The main advantage that the organisation enjoys presently in the UK automobile business is its exceptional and compelling presence. The organisation's operational management plan is an undoubtedly significant asset and a clear competitive advantage (Barney and Hesterly, 2019). Volkswagen manages to maintain relatively low costs throughout its entire production process. As a result, the operational management procedures are carried out as cheaply as possible while meeting the highest market standards for quality (Johnson et al. 2017).
The evaluation based on the five Porter's Forces shows that Volkswagen is significantly impacted by the simplicity with which new businesses can enter the automobile industry in a short period. However, factors like the market price of cars have a significant role in defining Volkswagen's current market position (Stacey, 2011). Although the organization cannot control the mentioned aspect, the company enjoys a relatively low level of consumer bargaining power because of the quality of the produced commodities. Similarly, Volkswagen's suppliers have little negotiating strength, increasing the company's profitability and operational management effectiveness.

[bookmark: _Toc112157060][bookmark: _Toc112278454]Competitive and Development Strategies

Volkswagen currently diversifies its product offerings to satisfy clients' needs in all countries. This strategy is primarily based on the horizontal diversification model. The company is working to diversify its product line horizontally so that it may provide a range of vehicles for diverse markets and consumers. Horizontal diversification is a strategic plan that acquires several companies in various sectors to gain a competitive edge. This tactic lures wealthy clients who purchase expensive cars like Porsches, Lexus, and Mercedes. Volkswagen has increased market shares, net revenue, and sales volume due to its capacity to draw more consumers to its brand modeling. Additionally, this strategy has allowed them to grow geographically from Europe into the United States and China.
Volkswagen generates its financial resources from various international markets, and the carmaker has diversified its revenue streams by utilizing research for electric and commercial vehicles. The company has adequate human resources who work to satisfy its customers (Cavaleri and Shabana, 2018). VW has sufficient organisational capabilities such as the management and leadership from the CEO to the low-ranked employees who work to control a wider market. VW's intangible resources, such as its logo, stand out among its competitors, with all its cars using a similar logo. Incorporating high-end technology and a known brand name also makes VW continue leading in the competitive UK market. Certain car brands such as Passat offer a sustainable competitive advantage for VW as it is known for its unique features. These capabilities and resources match VW's diversification strategy as they attract a wider target market, gain good suppliers and remain competitive. 
Volkswagen caters for a diverse range of target consumers, including upper-middle-class, upper-class and middle-class individuals. Volkswagen uses market segmentation and has its market divided based on psychographic and behavioral characteristics to cater to the unique demands of various client groups (Aras and Crowther, 2012). Psychographic segmentation divides a market according to consumers' values, lifestyles, interests, and beliefs. Volkswagen has segmented its market based on the interests and lifestyles of its clients. Volkswagen's behavioral segmentation considers usage and way of life among its consumers.
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Before implementing any strategy, Volkswagen should consider its competition, target market, and political concerns. These elements are crucial since they enable the company to cut expenditures while implementing business strategies. Furthermore, developing other sustainability practices such as regaining customers' trust and improving brand image can assist the organisation in developing a competitive advantage (Morden, 2016). Volkswagen needs to back up its statements if they want to be recognized as a global leader in sustainable mobility. The organisation should also create and implement cultural change initiatives. The values of equality, open-mindedness, and mutual trust are highly valued in a new culture.

[bookmark: _Toc112157062][bookmark: _Toc112278456]Conclusion

Overall, Volkswagen's sustainability strategy positions it as a market leader. With such a strategy, VW UK will attract a broader target group and remain the leading automotive company in the UK. Although it suffered significant financial losses due to the 2015 emission scandal, it sees the possibility of financial risk reduction through digitization and reducing its carbon impact. The organisation considers the chance to lessen commercial challenges to new social and environmental norms (Mačaitytė and Virbašiūtė, 2018). Volkswagen uses cooperative communication between the various organizational levels and suppliers to accomplish its sustainability goals. VW UK intends to collaborate with top technological firms to attract and maintain a broader customer base and obtain competitive benefits in the future.
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