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[bookmark: _Toc113290801]Introduction

[bookmark: _Hlk113031361]Government regulations are usually formulated to safeguard the public interest. With a huge concern for public health and the environment, the UK government issues directives for industries to limit carbon emissions. However, the Volkswagen company breached government regulations due to excessive carbon emissions by Volkswagen cars. Volkswagen used pollution cheating devices on its cars, allowing them to pass government emissions tests. Therefore, based on the emission scandal, the essay will analyse the United Kingdom's automotive industry competitive environment using the PESTLE analysis, analyse the strategies used by VW, analyse its capabilities and resources, and derive its sustainable competitive advantage using the VRIO, and finally make recommendations to VW. 
[bookmark: _Toc113290802]Company Background 

Volkswagen was founded in 1937 by the Nazi trade union organisation Deutsche Arbeitsfront to produce a "people's automobile". VW was founded to meet the demand for a reasonably priced automobile among post-World War II Germany's working class. The first two Volkswagen Beetles were sold in the United Kingdom in 1952, marking the beginning of a long and fruitful partnership between the two countries. Volkswagen Motors Ltd took over as the official importer in the United Kingdom in 1953, and brand sales skyrocketed. Volkswagen worldwide now employs approximately 668 000 people (Statista, 2022). Volkswagen's Sales revenue climbed by 5.0% y-on-y to €70.0 billion in the fiscal year, despite difficulties that damaged VW's image. A total of €43.3 billion, or 59.7 percent, came from sales outside of Europe. Sales revenue climbed by 6.4%, while costs rose by 6.8% to €67.5 billion, mostly due to increases in the cost of raw materials used in automobile production (Volkswagen AG, 2022). The company has 153 markets where its cars are sold, and it produces automobiles in 124 facilities in 20 countries.
[bookmark: _Toc113290803]The automotive industry of the United Kingdom

Transition is taking place in the UK's automobile sector. Despite years of decline, the automotive sector is now confronting the difficulties of Brexit and the transition to electric cars. New technology, such as self-driving and linked cars, are also transforming the sector.
[bookmark: _Toc113290804]PESTEL analysis

[bookmark: _Toc113290805]Political factors
By 2030, the government of the United Kingdom hopes to have eliminated the sale of gasoline and diesel cars in the country (Harrabin, 2020). The government’s green plan is to handle the climate changes, and to get automakers to produce automobiles with lower (hybrid cars), or zero (electric cars) carbon emission rates and lower the reliance from petroleum products.  Other important achievement of the UK government is that after the Brexit get into force, it succeeds to sign a tariff-free trade (Trade and Cooperation Agreement -TCA) between the United Kingdom and the European Union, allowing the business to avoid 10% tax (Mishcon de Reya, 2021). That gives the Volkswagen opportunity to import vehicles and parts to the UK almost at the same prices as before Brexit and to be competitive in the market.
[bookmark: _Toc113290806]Economic factors
Considering that in the UK, the consumer propensity to spend keeps increasing (Office of National Statistics, 2021), the demand for cars keeps rising, hence exerting more pressure on automobile companies to assemble more vehicles. The prices of petroleum products have been rising, which has a high potential to influence the sale of petroleum-powered vehicles (RAC, 2022). With the high cost of living, consumers are more inclined to lower the cost of living and hence would readily to go for electric cars compared to petroleum-powered cars. Furthermore, Volkswagen has recorded a positive increase in sales and is working on improving its efficiency to meet the increasing demand.
[bookmark: _Toc113290807]Social factor
There is no question that a large percentage of the UK's population is entering the middle class, and their buying power has increased. The middle class is the main target segment of VW, as they can use the company’s vast range of products for going to work and everyday commuting. The growing rates of the wages and the developing of the UK economy contribute additionally to the opportunity of the company to increase its market share.
[bookmark: _Toc113290808]Technological factors
Creating fuel-efficient and less polluting automobiles is a top priority for the automotive industry, which presents significant technical obstacles. Hydrogen fuel cells, batteries and Electric motors are some of the most exciting green technologies now being developed for the car industry. As shown by several Audi and Porsche models, Volkswagen Group is capable of manufacturing battery-powered electric vehicles. Like Tesla, Audi has shown profound enthusiasm for expanding the usage of hydrogen fuel cells in EVs.
[bookmark: _Toc113290809]Legal factors
Although tariff uncertainty produces short-term volatility, environmental regulation is a more persistent and pressing legal problem for the car sector. Emissions and automobile regulations are also under more scrutiny (GOV.UK, 2020). Breach of this regulation led VW to pay a fine of 193 million in both Wales and England (BBC, 2022).
[bookmark: _Toc113290810]Environmental factors
The environmental benefits of progress in green technology, such as electric motors, batteries, and hydrogen fuel cells, are as important as the technical ones. Alternatives to conventional vehicle engines that are better for the environment are being developed for several reasons, including (but not limited to) better gas efficiency and quicker throttle response. Vehicle emissions have contributed significantly to environmental degradation. The VW group faced the emission scandal in 2015, using an emission cheating device to pass the emission regulation test (BBC, 2022). Nevertheless, after the scandal, Volkswagen Group made several changes to abide by the stated regulations and to remain competitive in the car industry.
[bookmark: _Toc113290811]Competitive environment of VW in the UK

Volkswagen is a major participant in the automotive industry in the United Kingdom. VW has an internal environment comprising factors that can be controlled by the organisation and an external environment with factors that the organisation cannot control. Nevertheless, using Porter's five forces, several business environment factors come into play. Within Volkswagen's strategic group, other companies such as Ford and BMW exist, hence VW strives to become more competitive.
[bookmark: _Toc113290812]Strategic Group Analysis

Volkswagen Group UK is a leading player in the UK automotive market, with a substantial market share in both the new and used car markets. The company has a wide range of products and services and a strong brand. However, the company faces stiff competition from several other automakers in the UK and globally. The UK's main competitors to Volkswagen Group UK are BMW Group, Ford, and Mercedes-Benz. BMW Group and Mercedes-Benz are particularly strong in the market's premium segment. These companies have a strong presence in the UK market, offering a wide range of products and services. The automotive market in the UK is highly competitive, and Volkswagen Group UK faces stiff competition. However, the company has a strong brand and a wide range of products and services, which gives it a competitive advantage.
[bookmark: _Toc113290813]How the internal and external context of Volkswagen shapes VW's strategies

There is a reciprocal influence between Volkswagen's external and internal surroundings in the UK. The macro-environmental influences on the firm, including politics, economics, society, and technology, are referred to as the external context (Aras and Crowther, 2012). On the other hand, internal context relates to the company's culture, values, and organisational structure. As a result, Volkswagen's strategy is influenced by each of these factors as both together determine the business environment in which the company operates.
The internal context of Volkswagen shapes VW's strategies within the UK market by dictating the company's overall mission and goals. Mission statement defines the objectives and the products offered by a company (Barney and Hesterly 2019). The company's mission is to provide "mobility for all," including affordable and accessible transportation options for people from all walks of life. This mission shapes VW's strategies in the UK market by dictating that the company focuses on providing affordable and reliable vehicles. 
The external context of Volkswagen also shapes VW's strategies within the UK market. The competitive landscape of the UK automotive market is highly competitive, and VW must continually strive to provide vehicles that meet or exceed consumers' expectations. Porter's five forces can summarize the external forces.
[bookmark: _Toc113290814]Porters five

[bookmark: _Toc113290815]Bargaining Power of Suppliers

VW's suppliers have low bargaining power. The reason for this is that VW works with several suppliers located in different parts of the globe. Even more so, VW has a code of conduct that all suppliers and subcontractors must adhere to. Volkswagen is a multinational conglomerate with a sizable and secure financial foundation and an extensive network of factories, warehouses, and dealerships worldwide. Suppliers have little leverage since Volkswagen may quickly move to a different supplier.

[bookmark: _Toc113290816]Bargaining power of Customers

[bookmark: _Toc113290817]As a result of several developments in the modern period, consumers now wield more leverage in negotiations. Customers may choose from a variety of companies offering equivalent items.  The shopper weighs the product's environmental responsibility and fuel efficiency with its safety and quality before purchasing it. Considering the wide variety of products marketed by VW and its competitors, gives a big bargaining power of customers.

Threat of Substitute Products

As a result of fierce rivalry between several manufacturers, the danger posed by potential alternative goods is substantial (Tavana, 2013). Such a situation can be replicated in the automotive sector in the UK as Volkswagen has several competitors with products that can serve as alternatives. In addition, there are plenty of alternatives to Volkswagen goods in the form of public transportation. However, VW's financial stability and reputable reputation help reduce this risk. VW's wares are both fashionable and high-quality. 
[bookmark: _Toc113290818]Threat of New Entrants

Competition from new companies is not a major concern in the car business. This is because new product launches are very difficult due to the market's high barriers to entry. Aside from the massive outlay of capital in production, advertising, and distribution, human resources costs are also quite high (Johnson et al. 2017). And because of the law, it is hard for new brands to join the market. Threat from new entrants to the automotive industry is minimal.


[bookmark: _Toc113290819]The intensity of Rivalry in the Industry

The level of competition in the car sector is cutting edge. It is because, despite the plethora of brands vying for consumers' attention, most of them provide equivalent goods of comparable quality and effectiveness. That is why most companies spend a vast amount of money for advertising and developing new, better products. In general, competition in the car sector is fierce.

[bookmark: _Toc113290820]Strategies of Volkswagen

Maintaining the position in the market by developing an efficient value chain is the primary goal of cost leadership (Johnson et al, 2017). Over the past five years, Volkswagen in the UK has employed this approach because it aids in the market growth by focusing on the middle class, which accounts for a significant percentage of the consumer market in the UK. Cost leadership is the most effective tactic for appealing to customers in the middle class, who put a great value on price (Lynch, 2018). By making their vehicles more affordable with brands such as SEAT and Skoda, VW can meet demand within the low and middle classes. This approach has switched Volkswagen's emphasis to better affordability and brand recognition.   
Volkswagen also uses a differentiation strategy in the UK market to increase its client base by concentrating on product differences and uniqueness to get a more extensive consumer base (Volkswagen AG, 2022). Differentiation strategies tend to attract more people as consumers focus on the unique traits of the organisation's products (Aras and Crowther, 2012). This strategy's implementation's primary goal is to respond to the increasing demand for innovation and environmental concerns. Therefore, VW has innovated into producing hybrid and electric cars and vehicles with little or no emission, which helps them stay competitive in the market. Volkswagen can distinguish its goods from VW's rivals thanks to a differentiation strategy. 
[bookmark: _Toc113290821]Resources and Capabilities.

           Volkswagen has several resources and capabilities that it can utilize within the UK market. The company has a strong brand identity, which gives it a unique selling point in the highly competitive UK automotive market, although it was highly affected by the emission scandal. VW also has a strong financial position, which allows it to invest in new products and technologies; therefore, they have ventured into producing electric cars, which lower the emission rate, hence complying with the emission regulation. In addition, the company has a large dealer supply chain and a strong service and maintenance infrastructure, which gives it a competitive advantage in the UK market. The company has also made significant investments in its manufacturing facilities, allowing it to produce high-quality vehicles at competitive prices. This was mainly evident after the diesel gate scandal, which forced VW to channel billion of cash to research and development.  
[bookmark: _Toc113290822]Sustainable Competitive Advantage 

[bookmark: _Toc113290823]VRIO Analysis of Volkswagen:

	
	Value
	Rarity
	Imitability
	Exploited
	Implication

	Extremely comprehensive manufacturing facilities
	yes
	yes
	yes
	yes
	Competitive advantage

	The worldwide appeal of their brand
	yes
	yes
	no
	yes
	Temporary competitive advantage

	Potential for future Develop in Research and Innovation
	yes
	yes
	no
	yes
	Temporary competitive advantage

	Huge and complex Supply Chain
	yes
	yes
	no
	yes
	Temporary competitive advantage

	Numerous product options
	yes
	yes
	yes
	yes
	Competitive advantage

	Management of Human resources and Company Culture
	yes
	yes
	no
	yes
	Competitive advantage





[bookmark: _Toc113290824] Volkswagen Group's Capabilities and Resources

Extremely comprehensive manufacturing facilities:
Volkswagen has kept in place a massive factory network. VW is always refining its manufacturing ideas and adjusting to include cutting-edge technology. One of VW's strongest points is the innovative and competitive layout of VW's worldwide manufacturing network.
Massive Appeal of Their Brand in the UK:
Volkswagen has a solid presence and a positive brand image across the UK. Brand image affects how a company appeals to its customers and attracts more customers to purchase the product (Dubey and Gunasekaran, 2016). Although the diesel issue may have damaged the company's image, the fact that it has recovered so well demonstrates its solid position in the market (Volkswagen AG, 2022). The brand is very popular in the UK. 


Potential for Future Development in Research and Innovation:
The company has invested much in R&D and has great R&D skills. In contrast, spending money on research and development is crucial to the long-term success of any plan to boost the company's worth. Spending on R&D in 2021 was 15.6 billion Euros (Statista, 2022).
Huge and complex supply chain:
The brand's huge and wide supply chain is another one of a company's many strengths (Leon, 2018). The company has built an exclusive group of FAST distributors. Volkswagen's FAST program aims to future-proof the company's supply chain. To effectively implement innovation and globalization, it seeks to boost the level of engagement from suppliers at an earlier and more intensive stage. 
Numerous product options:
Another of the company's strengths is the breadth of its product offerings (Stacey, 2011). VW sells 12 different brands and has a significant investment. Brands including VW and VW trucks, Ducati, Man, Scania, Porsche, Lamborghini, Bugatti, Bentley, Skoda, Seat, and Audi. Volkswagen's extensive product lineup enables the company to meet the demands of a broad range of customers, from the affluent to the middle class.
Management of Human Resources and Company Culture
Recent years have seen a heightened emphasis at VW on HR management. VW in the UK is trying to modernize its workforce and adapt its culture to meet the demands of the twenty-first century. Currently, Volkswagen has 1800 workers working in VW companies within the UK (Volkswagen UK, 2022)

[bookmark: _Toc113290825]Implementation and recommendation

Volkswagen has made several efforts to boost its competitiveness in the UK market while still being environmentally responsible. One option is to finance the development of electric car technologies. Volkswagen Go Green is an enterprise-wide initiative to reduce the company's environmental impact. In addition, they want to increase the fast-charging location for electric cars to 18,000 by 2025 (Volkswagen AG, 2022).
           To ensure the long-term viability of Volkswagen, the corporation must consider several issues. The project's success depends on factors such as the company's strengths and weaknesses(Young and Dhanda, 2013). Focus on utilizing the talents and minimizing the flaws. An organisation's capacity to promote and secure long-term viability depends heavily on external and internal surroundings (Morden, 2007). 
[bookmark: _Toc113290826]            The Volkswagen Group should not just concentrate on environmentally responsible manufacturing but also to continue to develop its internal strength by investing in human resources, research in innovation, and in external business environmental aspect, strictly to comply with government regulations by creating efficient system for monitoring and control to prevent future events as the emission scandal 2015.

Conclusion

Volkswagen has worked diligently to promote environmental consciousness and sustainability and resolve the diesel gate controversy. While there is still much work to be done, they have made tremendous progress and are determined to continue developing. Their success may be primarily ascribed to incorporating external and internal contexts into their business strategy. Volkswagen has been able to grow into new areas even though the automotive industry climate in the United Kingdom is highly competitive for the firm.
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