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Business environment comprises of political factors of a region along with the economic condition of the nation. Preferences of the demography also manipulates the market and, in this study, impact of external and internal business environment on car manufacturing industry have been studied. Internal SWOT analysis of Volkswagen have been done and ways in which the market have changed over the years is shaded light on. There has been a great demand of electric cars or cars with zero-emission of pollutants.  
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External environment impact on car manufacturing business in UK have been interpreted through of PESTEL Analysis. It is represented in following manner:
Political Factor: In accordance to a poll conducted by Motor Trader, 54% of voters agreed General Election of 2017 have negative impact on second quarter new car sales. It was predicted that within 2025, every political parties will demand of change in diesel emissions and hence, diesel vehicles will be scrapped completely (Blueskyinteractive.co.uk, 2017). It has to be replaced with zero-emission or electric vehicles implying investment for car manufacturing companies. 
Economic Factor: Economic condition looked favourable even there is a dip in revenue generation in 2018 as compared to last nine years. It has been observed that automotive industry has been a great contributor to economic condition of UK and generated annual turnover of £77.5 bn in 2017. It represents 13% of the total exported goods in UK and has given employment to 814,000 individuals which is set to increase in 2018 (Lexology.com, 2018). 
Socio-Cultural Factor: Consumer buying behaviour of UK and rest of the customer segments towards cars manufactured in UK has been on positive side. Registrations for buying of cars have been running at all time high as per 2017-2018 reports. It has been observed from market preferences that demand for eco-friendly cards are on rise (Lexology.com, 2018). Hence, the car manufacturing industry have to shift their focus on manufacturing electric or green vehicles. 
Technological Factor: The technology aspect looks favourable for the car manufacturing industry as UK has been a country for innovation. The National Automotive Innovation Centre in Warwick is dedicated to identifying various innovation practices and have 100 of employees working to better design, engineering and research (Lexology.com, 2018). 
Environmental Factor: There has been a great demand for electric vehicles and the car manufacturing industry have to concentrate on making cars with zero-emissions. It has been observed that in order to make the car available to be on raids certain pollution certificates have to be obtained (Lexology.com, 2018). 
Legal Factor: There are various legal factors such as a vehicle to operate on road must be registered and type approved. The car manufacturing industry have to manufacture vehicles that are meeting all specifications as stated by The Vehicle Certification Agency, a department for issuing type approvals in UK (Lexology.com, 2018). 
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Internal business environment has been analysed with help of SWOT analysis. It has helped in interpreting strength, weakness, opportunities and threats for the company Volkswagen. SWOT analysis can be represented in following manner:
Strength: The strength of company, Volkswagen is that it has a strong brand presence around the world. It also has good financial strength due to which it has become easy for the company to expand. It has a very good pull in market as it has been one of oldest manufacturers of automobiles. It has 70 production plants spread across 150 nations (Volkswagenag.com, 2018). Moreover, Volkswagen is a well-recognized brand and has been 57th highest rank brand in the world. It has a strong presence in USA and Europe along with high demand. This is evident from fact that it manufactures approximately 26,000 vehicles on each day (Volkswagenag.com, 2018) Automobiles of Volkswagen have inbuilt technology and trusted with giving high performance. 
Weakness: There was an emission scandal that shook main umbrella brand along with forcing the company to take back 5 million cars from market. There was an error decision making of installing wrong software. The market condition has become saturated and as a result profit margin have dipped a lot. The company have to lower prices so as to make the cars get sell and a lot of margin were lost to competitors. It has been observed that brand equity of parent brand is lacking in comparison to Audi, Porsche and Bentley. 
Opportunities: Purchasing power of consumers are increasing with each passing day as thee various schemes that are been offered by these car manufacturing companies. It has become a necessity nowadays and is providing to capture consumer environment. There has been great opportunity of spreading around world as there has been rise of emerging nations. It is also important for the company to localise its products. 
Threats: Threat of degradation of brand reputation along with increase in competition have been major concerns for companies such as Volkswagen. There are emission issues along with different Government regulations in different nations leading to issues in doing business. It has been observed that innovation needed to be implemented all across the organization. 
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Porter’s Five Forces is beneficial in understanding industrial condition of the area in which a business is operating. In case of Volkswagen, a company in car manufacturing industry, Porter’s Five Force can be represented in following manner: 
	Porter’s Five Force Analysis 

	Bargaining Power of Suppliers 
	High since there are various automobile manufacturing companies supplying automobile spare parts for final production 

	Bargaining Power of Customers 
	Moderate since it has a strong loyal customer base, however as switching cost is zero, customers can shift towards new cost-effective brands (Great.gov.uk, 2017)

	Threat of New Entrants 
	Low since major investment is required and car manufacturing companies have a reputed market presence (Mukherjee, 2018)

	Threat of Competitors 
	High since the market condition has become saturated and increase in innovative technology for competitors (Mukherjee, 2018) 

	Threat of Substitute 
	Medium since most of the car manufacturing companies is also producing zero-emission cars. However, there has been rise of such automobiles from competitors
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Decision of UK to leave EU resulted in uncertain future for automotive industry of UK. Unstable political decision has led to loss of access to single market leading to low demand and production in car industry of UK. (Great.gov.uk, 2017). As per 2017, 80% of total manufactured cars are exported to 160 nations assuring economy gets regulated and more than 8.1 million used cars have been sold in UK (Lexology.com, 2018). There has been increase in demand for petrol driven cars with decrease in buying of new diesel vehicles. UK have been the second highest market for plug-in vehicles with 47,263 registrations. The car manufacturing companies not abiding by these regulations will not get permissions of taking the vehicles on roads. Employee wage rate have to be maintained along with the cars meeting specification of environment standards in tests taking place in pre-production stages. The compliances must be met while selecting various automobile parts. There is great opportunity of taking advantage of fuel efficiency along with been having innovative designs. Car manufacturing company has to take advantage of capturing market of auto driving cars, vehicles which are fuel-efficient along with hybrid cars.
The car manufacturing industry of UK have enjoyed unprecedent success in recent years and has reached the peak position since 2005. There has been increase in exports and the supply chain has become more competitive. It has been observed that the cars manufactured in Britain have over than 15% more UK content as per 2017 in comparison to 2012. This has been due to changes in car manufacturing process as importance of digitization have been recognised (Assets.kpmg, 2017). There has been inclusion of digitization techniques in automobile manufacturing which has led to more productivity gains along with decreasing lead times (Assets.kpmg, 2017). 
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(Source:  https://assets.kpmg/content/dam/kpmg/uk/pdf/2017/04/The-digitalisation-of-the-UK-automotive-industry.pdf )

There has been creation of more personalized vehicles and automobiles that emits less pollutants. It has been observed that there has been use of sensors and tracking devices such as RFID along with communication interface and cloud-based storage models used in collecting, storing and transmitting data. PLM software and predictive analysis method has been used to analyse data (Assets.kpmg, 2017). This has been incorporated in improving the car designs. The car manufacturing techniques have also become advanced as additive manufacturing techniques such as 3D printing have been used (Assets.kpmg, 2017). Application involve creating a digital twin of a physical process of manufacturing that leads to faster delivery of production lines of cars. 
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(Source:  https://assets.kpmg/content/dam/kpmg/uk/pdf/2017/04/The-digitalisation-of-the-UK-automotive-industry.pdf )
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The car manufacturing companies such as Volkswagen, Honda, Toyota, BMW has been observed to keep the product life cycle shorter so as to have an increase in push in the sales. This has been a strategy adopted by them to keep up with the rivalry with its Americana and Asian competitors. It has been observed that there has been a demand of quicker change in product features and hence, certain companies want to have additional features in their vehicles (Smmt.co.uk, 2018). In accordance to Horn, there has been more implementation of design elements so that facilities can be improved within automobiles (Abashah et al 2019). It has been reported that at present day, most of the car manufacturing companies operates on a product lifecycle of 7 years and a facelift is made to happen after every 4 years (Motorauthority.com, 2015) 
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Porter’s Value chain helps in identifying the firm infrastructure along with HR management process. The technology development aspect along with procurement activities are the secondary activities in a value chain. Within the primary activities, inbound logistics, operations, outbound logistics, marketing and sales along with services have been considered. The inbound logistics is done by partnering with ONE. Konzern business platforms. It has increased the qualitative supplier process along with making all deliveries as per Just-In-Time strategy (Volkswagenag.com, 2018). There has been inclusion of autonomous parking and can be controlled by smartphone of drivers. Mounted touchpads on steering wheels along with connected cars are other technologies implemented. 
Operations has been done through Press Shop in which sheet metal is cut and pressed to give into special plates. In the body shop, various models have been built along with all pre-treatment, protective layers and colours getting added. In the assembly line, all engines and features are brought together to give form to final product. The affiliate Auto Port controls all import and export terminals of the brand along with The Marketing Communication Division developing marketing concepts all round the world (Abashah et al. 2019). Proactive Maintenance Management has 1400 state-of-the-art service points on a global basis along with inclusion of diagnostic systems (Volkswagenag.com, 2018). There has been waste management along with safe chemical disposal, water and sewage management included within firm infrastructure. 
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There has been various opportunities and challenges that are imposed on business operations of car manufacturing companies by external environment. This involves saturated market condition due to lack of increase in competition. There has been a dip in the demand of cars in 2018. This need to be countered through increasing focus on manufacturing cars with zero emissions and those which are eco-friendly in nature. It has been recommended that to keep the bargaining power of supplier low multiple business network need to be developed. Market development and penetration need to be done through having cost leadership strategy so that economies of scale can be done (Ab Yajid, 2020). It will help in increasing the market share and desired profit margin can be gained. It is recommended to target the market having high demand of cars along with emerging economy and to supply them eco-friendly cars at a reasonable price. Car manufacturing companies need to have more product differentiation so that additional features added in the cars would attract customers to select the brand. 
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It can be concluded from the study that car manufacturing companies have been engaged in product differentiation through including new features in its cars very often. Brand development need to be done of the parent brand by targeting right customer segment through appropriate automotive campaigns. There have been various technologies implemented by car manufacturing such as that of Traffic Jam Pilot including A7 concept cars. . It has been said that there is an effort made to shorten to lifecycle to 5 years. Manufacturing execution system software has been used along with protection of data through help of blockchain technology. It has a strong supply chain and logistics procurement operation policy. It has been the topmost gross revenue contributor in European nations and also has a strong research and development sector.
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