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Executive Summary
This report describes Volkswagen Company’s marketing plan for  the UK market. In general, the company’s strength derives from its multinational status and the fact that it has mastered significant market loyalty owing to its existence for more than 80 years. However, the company’s main weaknesses include high numbers of market recalls of its models and unethical scandal over the emission standards of its models. Opportunities in the UK market include the necessity for environmentally friendly vehicles owing to environmental concerns among customers. There is an equally growing demand for autonomous cars, which VW can exploit through integrating technology into its operations. Threats posed by the market arise from stiff competition from rivals and the looming ban on petrol and diesel vehicles in the UK by 2035. Customer insights point to UK consumers becoming more positive and embracing the safety levels that self-driving vehicles guarantee them, while fewer UK consumers, at only 27 percent proportion, favour electrified over contemporary vehicles. Equally, a significant number of UK consumers spend very little time of less than a month reviewing the choices of vehicles they wish to purchase before eventually engaging in the actual purchase. VW should segment the UK market on the three aspects of behaviour, demography, and geography. The company should target youthful consumers between 35 and 49, target both urban and rural market locations in the UK. The firm should also position itself as a high-level technology firm keen on presenting affordable products in the market. VW should pursue continuous research and development (R&D) to ensure it continuously produces high-tech vehicles for its targeted market. Regarding pricing, the company should implement competitive pricing to achieve lower pricing for its vehicle models. The company should use its showrooms across the UK as the appropriate place for selling its vehicles. At the same time, the company’s promotion should involve electronic, print, and outdoor advertising to reach a broader, targeted audience.




[bookmark: _Toc40014703]1.0 Introduction
[bookmark: _Toc40014704]1.1 Introduction to SOSTAC
SOSTAC constitutes a market planning model introduced by Smith (2015) for purposes of achieving an effective marketing plan process. Morgan et al. (2018) defined market planning as a process aimed at determining short-and-long-term business advertising and promotion while developing and checking related strategies. “SOSTAC” is itself an acronym with each letter representing actions expected of marketers when conducting marketing planning. Letter “S” stands for situational analysis, letter “O” for objectives, letter “S” for strategy, and the letter “T” for tactics. Other letters include “A” for actions and “C” for control. In this report, thus, the analysis shall be undertaken in all the six areas represented by the SOSTAC letters. 
[bookmark: _Toc40014705]1.2 Background of the organisation
Volkswagen’s history dates back to May 28th 1937, when the German government then under Adolf Hitler formed a state-owned automobile company and named it as Gesellschaft zur Vorbereitung des Deutschen Volkswagens mbH (Volkswagen, 2020). The adoption of the more straightforward name “Volkswagenwerk” happened later towards the end of the year, whose meaning is “The People’s Car Company.” The headquarters of Volkswagen was in Wolfsburg, Germany. The company halted operations during the World War II period after the reduction of its production factory to ruins. It is only after the war that the Allies joined forces to resuscitate the company’s operations a new (A&E Television Networks, 2019). 
Volkswagen’s historic Nazi connection hindered its sales in America at a time when thoughts about World War II were still reminiscent. In 1959, however, Doyle Dane Bernbach advertising agency launched a milestone campaign, which dubbed VW’s car at the time the “Beetle,” as well as spinning its tiny size as a discrete advantage to consumers. These marketing efforts successfully transformed the VW into a top-selling auto over the next numerous years, particularly with regards to import into the United States market. The public was allowed ownership of the company, with the German government offloading 60 percent of its stock to the public in a move that effectively denationalized the company. Twelve years later, VW’s Beetle model exceeded Ford Motor Company’s longstanding production record between 1908 and 1927 that stood at 15 million vehicles for its renowned Model T. (A&E Television Networks, 2019).    
In the 1970s, innovative as well as flexible manufacturing systems graced VW’s operations, resulting in the company producing new generation models, including the Passat, Golf, Polo, and Scirocco. The enhanced performance of the VW models continued through in the 1980s, integrating technological advances, forward-looking international cooperation, and flexible production to boost growth. Today, as the company embarks on globalisation, it has emerged among the leading world’s most booming volume car manufacturers, offering cutting-edge solutions for such future technological ideas as digitalisation and e-mobility (Volkswagen, 2020).
[bookmark: _Toc40014706]2.0 Situational Analysis
[bookmark: _Toc40014707]2.1 SWOT
The SWOT framework evaluates the four crucial aspects of the business environment, including the strengths, weaknesses, opportunities, and threats. While the strengths and weaknesses emerge internally from the organisation’s resources and capabilities, the opportunities and threats relate directly to the business environment (Gürel, 2017). 
Strengths
Volkswagen is a multinational company that does not only target the local market in Germany but also the global market as a whole, including the UK. This global-scale operation implies that the company has comparatively more significant sales revenue, which transforms into higher profit margins as well. Moreover, the global market operations cushion the company’s operations from interferences that may occur in one country, such as the economic recession in Greece and Portugal (Karlsson, Melin & Cullinane, 2018). 
The Volkswagen brand has been in existence for more than 80 years since formation. Throughout the company’s existence, the brand has continuously associated with efficiency and higher technological innovation, with some of its models such as the VW Beetle becoming famous across the globe. With such remarkable performance, the VW brand attracts significant market loyalty in comparison to many other rival brands (A&E Television Networks, 2019). 
Weaknesses
VW models have suffered some of the highest rates of market recalls across the UK market over the years. For example, in 2018, VW recalled the Polo model over issues to do with the seatbelt on the left rear seat (Chillingsworth, 2019). In 2015, VW had to recall up to 1.2 million units sold in the UK alone following an emission scandal that saw the car cheat its emission test results (Hotten, 2015). These numerous recalls from the market affect the brand’s image negatively. 
VW scandals have negatively affected the level of confidence that consumers have for long held about the VW brand. The dipping consumer confidence levels in the UK have seen the brand suffer significantly, especially in terms of dropping profit margins over the years (Hull, 2016). 
Opportunities
Concerns about the environmental effects of emissions from vehicles running on fossil fuel are pushing manufacturers to consider other environmentally-friendly options, such as electric and hybrid cars (Kelly & Fussell, 2015). With the advancement in technology, VW can consider manufacturing new vehicle models that run on alternative energy as opposed to fossil fuel.
Furthermore, with significant technological advancement witnessed today, VW can consider manufacturing autonomous vehicles that can run with little or no human intervention at all. These autonomous vehicles will significantly attract buyers, especially given that more consumers in the UK prefer efficient and more advanced vehicles (Alawadhi et al., 2020). 
Threats
The motor vehicle industry in the UK faces stiff competition, especially given that the country has the presence of numerous large manufacturers with a global presence, such as Toyota, Nissan, and Vauxhall (Holweg, Davies & Podpolny, 2009). This competition is likely to affect sales volume negatively, resulting in low margins.
The UK plans on banning new petrol and diesel cars from being sold in the country beginning in 2035. The ban is a culmination of numerous environmental regulations that the UK government has been pursuing to cut down on dangerous air and lower the impact of emissions from vehicles (Harvey, 2020). 
[bookmark: _Toc40014708]2.2 PEST
The PEST framework assesses the external environmental situation to determine the suitability of an enterprise doing business in the said environment. The “PEST” acronym stands for political, economic, socio-cultural, and technological environmental aspects, all of which form part and parcel of the overall external business environment (Sridhar, et al., 2016).
Political
The Brexit process that the UK has been pursuing since 2016 seeks to see the country withdraw its membership from the European Union (EU). This move means the UK no longer shares EU trade privileges, including the single market concession, which provides for the free movement of people, capital, goods, and services from one member country to the other (Hatzigeorgiou & Lodefalk, 2016). The motor vehicle industry in the UK is directly affected by this process because vehicle manufacturers, such as VW, now face high taxation when targeting the broader EU market for their products. These high taxes limit the competitiveness of the car makers as they are forced to adopt higher prices. 
The UK regulations enforce strict standards in terms of health and safety laws within the workplace in a bid to ensure that workplaces remain safe for workers. Among the strict safety regulations include the Fire Safety Order, which demands of factories to carry out a regular assessment on fire risk and retain the recommended measures on fire safety (Higgins, Taylor, & Francis, 2012). However, players in the motor vehicle manufacturing industry across the UK are affected by these policies negatively as they spend a significant portion of their resources together with time to implement the policy. The direct effect of such significant resource allocation is that the manufacturers experience reduced margins.
Economic
The disposable income trend in the UK has been remarkable over the last three years. In 2019, for instance, the median disposable income per household averaged at £29,400, which translated to a 1.4% growth over the previous year’s performance. The average annual median income growth from 2017 to 2019 was 0.7% (Office for National Statistics, 2019). This growth implies that more households in the UK had their spending power increased, which translates to increased ability to acquire motor vehicles. For manufacturers such as VW, the increased annual median income for households in the UK means increased potential for sales volume. 
The national unemployment rate in the UK stood at 4% in 2018. Over the same year, there were 141,000 new employment opportunities created (Trading Economics, 2019). The significance of these statistics is that it illustrates a country that is creating additional opportunities for jobs. For the motor vehicle industry in the country, the increasing job opportunities equally increase the number of potential customers who can comfortably own cars because they have a steady income source. It also means that motor vehicle manufacturing companies are likely to experience increased higher sales and profitability.
Socio-cultural
UK customers generally express concerns about the environmental pollution that is caused by their consumption patterns in general (Ting et al., 2019). The growing environmental consciousness has, in turn, forced marketers in the UK to think innovatively about producing new environmentally-friendly products (Hancock, 2017). Manufacturers of motor vehicles in the country, for instance, are currently producing new models of hybrid and electric cars that are environmentally friendly in a bid to supply the rising demand (Liao, Molin & van Wee, 2015). However, this move sees the car players incurring a lot of resources as they have to engage in extensive research and development, which eventually lowers their profit margins.
Population figures in the UK have increased by 800,000 people between 2017 and 2019, putting the country's overall population in 2019 at 67.5 million people (Worldometers, 2020). This growth in the number of UK nationals implies that the market prospects for vehicles remain positive even into the future, thereby translating into a growing industry with budding profitability. 
Technological
The UK motor vehicle industry is synonymous with high degrees of innovation in numerous shapes and forms (Mroczkowski, 2014). For instance, the Driver Monitoring system introduces the I-ACTIVSENSE array that includes an infrared camera to monitor and determine whether drivers are fatigued or drowsy (Hull, 2019). These technological innovations increase the efficiency of the vehicles, making them more reliable. The enhanced reliability, in turn, attracts more consumers, thereby resulting in increased profitability for the industry. 
[bookmark: _Toc40014709]2.3 Customer insights
UK consumers are currently more positive and embracing the safety levels that self-driving vehicles guarantee them. According to Deloitte (2020), the proportion of consumers expressing concerns about safety has fallen considerably from a high of 73 percent to 49 percent. This drop is illustrative of how more UK consumers accept autonomous technology and are readily embracing it even as more manufacturers integrate the necessary technology for the same. 
Fewer UK consumers, at only 27 percent proportion, favour electrified vehicles, with their choice ranging between alternative powertrain technologies. A more substantial majority of the consumers, at 73 percent, prefer and favour either a diesel or gasoline engine instead. The consumers explain that electrified vehicles have the disadvantage of high operating costs as well as the challenge of limited charging infrastructure (Deloitte, 2020).
Up to a third of consumers in the UK spend very little time of less than a month reviewing the choices of vehicles they wish to purchase before eventually engaging in the actual purchase. This general consumer purchasing habit implies that vehicle manufacturers across the UK have little time to connect with the consumers and attempt to influence their purchasing decisions (Deloitte, 2020).
[bookmark: _Toc40014710]3.0 Objectives
[bookmark: _Toc40014711]3.1 Sell – customer acquisition  
To increase interventions for Word-of-Mouth (WoM) marketing by 25% in the next one year
[bookmark: _Toc40014712]3.2 Serve – Customer satisfaction 
To increase 99% customer satisfaction in next 12 months by providing better quality products and higher quality service;
[bookmark: _Toc40014713]3.3 Sizzle – The wow factor 
To promote loyalty and business endorsement amongst UK customers by boosting relationship marketing investment by 50% in one year
[bookmark: _Toc40014714]3.4 Speak – Engaging customers  
To promote and increase customer reviews about the VW models by 50% in one year.
[bookmark: _Toc40014715]3.5 Save – Cost effective
To increase operation automation by 50% across VW factories in the UK to cut down on wastage in one year 
[bookmark: _Toc40014716]4.0 Strategy  
[bookmark: _Toc40014717]4.1 Segments 
The segmentation concept considers the subdivision of markets based on mixed characteristics to attain smaller sub-divided markets sharing similar consumer characteristics (Dolnicar, Grün, & Leisch, 2018). The four main aspects of market segmentation include behaviour, geographic, demographic, or psychographic features (Dolnicar, Grün, & Leisch, 2018). VW should segment the UK market on the three aspects of behaviour, demography, and geography.
Behavioural segmentation that VW should consider ought to subdivide consumers across the UK market based on regular and non-regular buyers. With technological advancement and integration into the motor vehicle industry being a common occurrence, some consumers are keen on acquiring vehicles regularly to keep in tandem with the technology. Other buyers may remain disinterested with technology and remain as on-regular buyers. 
Secondly, in terms of geographic segmentation, VW should sub-divide consumers based on location aspects. In particular, the company should subdivide vehicle buyers as either urban dwellers or rural dwellers because the needs of these two types of buyers are different. 
Finally, in terms of demography, VW should consider age as the main factor and develop three main categories. The first category should comprise of millennial buyers aged between 22 and 37, middle-aged consumers aged between 38 and 49, and old consumers aged 50 and above. Moreover, VW should segment the market in terms of gender, subdividing the buyer categories into female and male consumers.
[bookmark: _Toc40014718]4.2 Target markets  
In terms of behaviour, VW should target regular car buyers because they have a higher chance of acquiring a new vehicle every so often and hence guaranteeing the company a steady revenue flow. 
On geographic segmentation, VW should target both rural and urban consumers. However, the target on urban consumers should be more because, in general, more UK nationals live in urban places as compared to the rural locations (Department for Environment Food & Rural Affairs, 2020). 
Finally, on the question of demography, VW should mainly target the middle-aged market segment, which comprises of consumers in the 38 to 49 age brackets. The practicality of this target market includes the fact that it comprises a young population keen on driving stylish and fashionable cars after every short duration (Holweg, Davies, & Podpolny, 2009). Moreover, buyers in this segment are likely employed professionals or business owners who have regular steady income flows that allow them to spend freely on fashionable and stylish cars that appeal to them. On gender, VW should target male buyers who happen to have higher interest and attention for motor vehicles than their female counterparts. 
[bookmark: _Toc40014719]4.3 Objectives  
VW’s objectives should be as follows:
· To increase unit volumes sold by 10% by the end of 2020;
· To increase advertising and market awareness creation by 25% within the future 12 months to increase sales performance;
· To increase annual revenue performance by 35% by the end of 2021;
[bookmark: _Toc40014720]4.4 Positioning
VW’s positioning should base on technology and affordability. The aspects of technology and affordability will see VW position itself as a brand with high efficiency and functionality, which will result in high demand among potential buyers who contend with other vehicle models with poor functionality in the market. In turn, high market demand will significantly boost the company’s revenue performance. Positioning VW as an affordable brand, on the other hand, will further expand the bracket of potential buyers, some of whom do not own quality cars because they lack the resources to do so. The affordability positioning will as well enable the brand to boost its revenue performance considerably. Figure 1 below shows VW’s market positioning.
[image: ]
Figure 1: VW’s market positioning
[bookmark: _Toc40014721]5.0 Tactics  
[bookmark: _Toc40014722]5.1 Marketing mix
[bookmark: _Toc518839559][bookmark: _Toc411601017][bookmark: _Toc407973731][bookmark: _Toc410886788][bookmark: _Toc383548864][bookmark: _Toc384906546][bookmark: _Toc385363293]Product 
VW should pursue continuous research and development (R&D) to ensure it continuously produces high-tech vehicles for its targeted market. Given that the company is targeting middle-aged customers keen on fashion and design, the company should pursue R&D continuously to deliver vehicles that exceed the expectations of the market. Besides, as already highlighted, the UK motor vehicle industry is highly competitive, which means the only way VW can keep pace with the competition is by ensuring that continuous research happens regularly.
[bookmark: _Toc518839560][bookmark: _Toc411601018][bookmark: _Toc383548865][bookmark: _Toc404960094][bookmark: _Toc384906547][bookmark: _Toc385363294][bookmark: _Toc407973732][bookmark: _Toc410886789]Price 
VW should implement competitive pricing to achieve lower pricing for its vehicle models (Kienzler & Kowalkowski, 2017). This pricing is in tandem with its market positioning, which pursues high affordability. The affordable pricing is crucial in enabling the vehicle manufacturer to capture a huge proportion of buyers who currently buy other affordable vehicles in the market but are discouraged from acquiring VW because they feel it is out of their reach. By succeeding in expanding the brackets of VW buyers because of affordability, the company will benefit from increased revenues and profitability. However, given that VW has to undertake extensive R&D, which is a costly affair, VW should sustain low pricing by streamlining its entire operations (Sood, 2017). Some of the interventions that the company can pursue to achieve low pricing include acquiring larger volumes of materials for economies of scale advantage (Oude, Stefanou & Kapelko, 2015). 
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VW should use its showrooms across the UK as the appropriate place for selling its vehicles (Al Badi, 2015). The showrooms remain the most accessible locations that customers can walk in and seal their purchase deals in the most effective of environments. The company should equally make its official website a perfect place where customers can visit virtually and read more about the brands of their choices. 
[bookmark: _Toc411601020][bookmark: _Toc518839562][bookmark: _Toc410886791][bookmark: _Toc385363297][bookmark: _Toc384906550][bookmark: _Toc383548867][bookmark: _Toc407973734]Promotion
Promotion of the VW vehicles should be via electronic, print, and outdoor advertising to reach a wider targeted audience. Given that the targeted customers are professionals and business people aged between 38 and 49, these individuals are highly likely to be busy in their day-to-day activities. However, they are likely to read newspapers, watch TV briefly, or glance at outdoor advertising boards while driving to the office or business location, essentially becoming aware of the VW marketing communication.
[bookmark: _Toc40014723]5.2 Content/contact plan
A content/contact plan underscores an essential process through which a company establishes an organised framework through which it delivers appropriate communications to customers. Table 1 below illustrates the content/contact plan for VW UK. 
Table 1: Content/contact plan for VW UK
[image: ]
[bookmark: _Toc40014724]6.0 Actions 
[bookmark: _Toc40014725]6.1 Responsibilities and structures  
The marketing manager at VW UK will be in charge of implementing this marketing plan. A team constituted on the advise of the marketing manager will spell out supervision and field support roles clearly to ensure effectiveness in the implementation. The marketing plan’s outcome and recommendations to be drawn by the marketing manager will be shared with UK’s VW country director. 
[bookmark: _Toc40014726]6.2 Processes and systems  
In marketing planning, processes and systems play a critical role in enabling the fulfillment of the intended objectives. These processes and systems help in speeding up the achievement of objectives (Aghazadeh, 2015). VW should utilize digital systems of communication to connect with customers. In particular, the company should prioritize website marketing, search engine optimisation (SEO), as well as email and pay per click. Moreover, digital communication strategies should get coordinated with both integrated marketing communications and customer relationship marketing. Such coordination will not only guarantee VW an expansion of its customer base but also will enhance profitability and boost customer satisfaction that will, in turn, increase the market share.    
[bookmark: _Toc40014727]6.3 Internal resources and skills 
Marketing plans must be budgeted for effectively, in addition to being adequately resourced to ensure their successful implementation (Aghazadeh, 2015). Essentially, VW should adequately staff its marketing department in the UK to coordinate and oversee the numerous marketing plan interventions. The marketing personnel must be trained marketers because this will ensure they have courtesy, truthfulness, empathy, and honesty. These professional skills will guarantee VW's higher customer loyalty and trust. Additionally, VW’s budget for the marketing plan should ensure that all functions and activities receive funding accordingly to guarantee efficiency in the marketing plan’s implementation.   
[bookmark: _Toc40014728]6.4 External agencies  
External agencies are third-party service providers who play a complementing role when it comes to marketing plan implementation (Aghazadeh, 2015). VW may engage the services of third-party agencies for recruitment, customer relationship marketing, and web analytics to complement its marketing plan implementation. The recruitment agencies will particularly enable VW to hire competent and committed individuals whose total focus will come in handy to fulfill the company’s objectives. The customer relationship marketing agencies will equip VW in automating relationship-marketing activities, which will achieve greater efficiency. Web analytic agencies, on the other hand, will enable VW to conduct big data analysis and gain critical insights towards enhanced customer services.
[bookmark: _Toc40014729]7.0 Control 
[bookmark: _Toc40014730]7.1 KPIs (key performance indicators) 
VW should use sales revenue as the main KPI for the marketing plan. During the period of implementation of this marketing plan, VW should observe sales revenue performance to determine growth achievement. The sales revenue KPI should be assigned to the critical steps within the marketing funnel to act as a guide for each of the players involved.    
[bookmark: _Toc40014731]7.2 Web analytics  
[bookmark: OLE_LINK1]Given that VW will use its website as a marketing place for its vehicles, web analytics will suffice in generating the identity of the site visitors. In particular, the company should use on-site engagement analytics to help in understanding what visitors to the site are doing, where exactly they are clicking, the exact spots they are hovering, and the areas they keep checking. On-site engagement analytics will help VW to determine ways of making the website more effective and productive because, from the mouse-move heat map, the company will note the areas needing readjustments on the website.  Besides,  the company should also use Google analytics to track, analyse and drive traffic to its websites.
[bookmark: _Toc40014732]7.3 User experience reviews  
VW should rely on the user experience reviews to determine the voice of the customers regarding the products and the marketing approach involved. Based on the user experience reviews, VW should be able to identify areas of strength and weakness about the vehicles and establish intervention mechanisms to quickly address the weaknesses (Chaffey & Smith, 2017). 
[bookmark: _Toc40014733]7.4 Conversion rates 
VW should determine the percentage of visitors completing VW’s desired action of purchasing vehicles. A higher conversion rate will reflect an effective marketing plan, while a low conversion rate will reflect an ineffective marketing plan. The conversion rate can be determined over time to determine whether the marketing plan’s effectiveness improves over the implementation period or remains nonresponsive.    
[bookmark: _Toc40014734]7.5 Reporting  
VW’s final marketing plan report will highlight details about the effectiveness of the marketing plan. The report will mention areas of weaknesses requiring interventions to improve, and will as well identify areas of strength. This information will be crucial in guiding the company to determine a new marketing plan and pinpointing areas that may require increased focus.   
[bookmark: _Toc37927979][bookmark: _Toc40014735]8.0 Conclusion
[bookmark: _Toc37927980]VW’s operations in the UK are buoyed by the multinational status that the company enjoys, which affords the company more considerable sales revenue and, therefore, immense stability. Moreover, the VW brand enjoys strong market loyalty from the 80 years of the company’s existence. However, the company has weaknesses in the high market recall rates as well as scandals that tarnish its reputation. The UK market presents opportunities for VW’s progression going forward, including the manufacturing of new vehicle models that run on alternative energy as opposed to fossil fuel, and the manufacturing of autonomous vehicles that can run with little or no human intervention at all. The market also presents numerous threats to VW, including stiff competition and an impending ban on the sale of new petrol and diesel cars taking effect in 2035.
[bookmark: _Toc40014736]9.0 Recommendations
Firstly, VW suffers a lot of market recalls of its models, which tends to affect its market reputation negatively. This report recommends that the company addresses this issue by improving its quality production systems to check on the poor product designs and manufacturer. In particular, VW should fully automate its production system to ensure efficiency in the manufacturer and design process. Secondly, VW should eradicate scandals that dog its operations going forward. The company should uphold honesty as part of its values to dissuade employees and managers from ever attempting to cheat to beat systems. The company can embark on retraining its employees, especially for purposes of enforcing values amongst its community of workers and managers. Finally, VW should embark on extensive R&D to guarantee the company more excellent continuity and sustainability in the future. Given that the UK will ban the sale of new petrol and diesel vehicles by 2035, it means that only continued research and development can enable the company to explore new ideas and alternatives. 
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