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1. Executive summary

As the world faces enormous social and environmental change in the past decades, the concept of Corporate Social Responsibility (CSR) has become the forefront of the business world and a vital factor in sustainable competitive advantage,which is beneficail to companies, society and the environment. In addition, business ethics is a moral principles that guide the way companies operates. The ethical principle of determining personal behavior also applies to business. Unethical business practices will loss the pubilic trust.However, is unethical equal to illegal? Some unethical actions in business usually utilize utilitarianism to justify themselves.
This report will base on the famous event of Volkswagen emission scandal. This report has four parts. Firstly, the introduction part demonstrated the background information of Volkswagen emission scandal. Secondly, the main finding chapter will critically analyze utilitarianism and CSR as well as relative regulations. Thirdly, conclusion chapter shows lessons and deep thinking about this scandal. The final part is the recommendations, which provides future development suggestions.

2. Introduction

2.1Volkswagen emission scandal

A big news exposed in September 2015, said that the Volkswagen included Audi, Seat, Skoda and Porsche, installed "defeat device" in more than 11 million cars all over the world, of which 8.5 million happened in Europe. The so called defat device was utilized to cover the emissions of nitrogen oxides, which exacerbated respiratory diseases and are related with the premature death of approximately 23,500 People in UK per year. (Hotten, 2015)

2.2 Is VW a Sustainability contributor? 

Volkswagen was regard as the most active company in the sustainable development and a leader in the Dow Jones Sustainability Index before the scandal. VW emphasized that it was the most sustainable enterprise in its latest annual report that won the public trust successfully. (Rifkhan, 2017) “Our ambition of innovation and perfection in economy and ecology as well as our responsible for sustainability will promote VW become the top one car manufacturer by 2018.” (Sustainabilityreport2014.volkswagenag.com)
Generally, is a myth or a reality that the company's fulfillment in ecological leadership by 2018? Whether the company really responsible for environment and society? It’s critical for VW to deal with these two key issues after the scandal. However, business has to take more actions rather than continuous declaration for more transparency to achieve ecological leadership, (Rifkhan, 2017)

3. Main Finding

3.1The Failed law and regulation

After the scandal, lots of criticisms have been focused on the Europe's weak regulation methods because authorized manufacturers are able to conduct emission test independently instead of being monitored by government or a third party. The European Union has recently been severely criticized for fearing of taking charge of the Germany’s car industry but now it published plans to implement more rigorous testing. However, the legislators of each EU country may take a long time to realize new legislation. (Guardian.com, 2015)

3.2 Company Action Plan

The VW has been taking urgent measures to amend the mistake as possible as they can. The board has decided to allocated 15 billion dollars in U.S to solve complains in the United States. In addition, the company offers consumers a variety of actions in terms of the different type, model and year of the involved car. (Robinson, 2016) However, many critics blamed that VW believed the this kind of behavior of installing defeat device is not conflict with the EU regulation and it did not violate the law even VW admitted its cheating within US, which revealed that the regulations under EU are far less strict than the United States. It is undeniable that VW is unethical but it is true that this behavior is not illegal. Moreover, VW has declared to pay $1,000 to compensate owners related to 500,000 affected cars in the United States, but only claim to remove the defeat devices and refused to claim same compensation to 8.5 million affected cars in Europe. (Rhodes, 2016)

3.3 New regulation

A new law to avoid a repeat of Volkswagen’s emissions scandal has been approved by the European Union (EU). This gives an independent regulatory tool, the European Commission, more authority over the approval of car models across Europe. The reform also means vehicle manufacturers must disclose software procedures because the Commission seeks to tackle cheating technology such as that used by Volkswagen. The legislation was passed this week by the European Parliament and makes the Commission more akin to the US's Environmental Protection Agency (EPA). The move is one of the severest reactions since the scandal broke in 2015. (Burgess, 2018)

3.4 Utilitarianism: a justification for Volkswagen’s immoral
According to the utilitarianism, more attention of pubic will be put on beneficial results instead of bad results. The utilitarianism demonstrated that if business is intend to create benefits for the majority, then the behavior is right. In the VW case, vehicles with better performance and function will definitely satisfy the customers and public, the good sales will also please employees and board. With no violation to law and regulation, these benefits will be increasing valuable than the bad impact that fewer people will suffer respiratory problems. In this way, the VW is able to justify their behavior with the benefit and value created. The utilitarianism applied in VW will not consider how to judge results objectively. As a theory without social and political commitment as well as sympathy for a specific group of people, it does not consider the situation of the minority's health. Therefore, it may be a useful theoretical basis to protect and defense for VW but public may not accept it. (Lynch, 2016)

After hiding behind the legal veil, VW will do nothing to improve corporate social responsibility. They admitted misconduct in the United States and subsequent compensation within US because the market share in US is relatively small and would not cost much to VW. But the same admission could exert huge impact in Europe market and destroy public's reputation and cash flow. The EU's regulation on emissions testing did provide more freedom to hide and lie. However, it is still unreasonable to pollute air at 40 times level than normal emission, the only possibility is that VW only care about pursuing their financial benefits. (Markowitz, 2017)

“The recent trend of CSR is to pay more attention on pursuit and ambition instead of tangible outcomes.” Leon Kaye said, a business writer. This fosters an evil corporate culture in which a minority of people believes that they can do whatever they like as they think and say it the right thing. Utilitarianism may become a useful tool for Volkswagen's board, but in fact it will never satisfy government, social media, environmentalist as well as customers. (Howard, 2017)

3.5 CSR

As the International Organization for Standardization’s Guidance Standard on Social Responsibility defines: 

“CSR is the responsibility of an organization and the effect of its activities on society and the environment. A business applied CSR should contributes to sustainable development through transparent and ethical action including benefit society; satisfy the expectations of stakeholders  under the law and international norms.（Rifkhan, 2017）

3.6 Narrow view of CSR

Milton Friedman also demonstrated a guiding principle for business ethics, titled: The social responsibility of business is to increase its profits’:

…the social responsibility of business is to utilize its resources and participate in activities to increase its profit so long as it stays in the rules of the game, which means engages in open and free competition without deception.(Freidman, 1962)Therefore，the key point of Friedman’s theory is the maximization of profit without violation of the law.

The company's goal is to maximize shareholder value, which indicated that investors only emphasize stock price and but ignore the effect on society. Perhaps this is the basic reason that VW decided to install "defeat devoices" to cheat on emission tests. The shareholder’s decision was obvious from the market change that witnessed the up to third share price decreased and cost billions of VW. Obviously, unethical behavior harmed business value. It is critical for the company to balance the shareholders' desire for revenue growth with the dual goals of considering other stakeholders (such as employees) and caring the environment. (Bansal, King, Seijts, 2015)

3.7Wide view of CSR

As Freeman said, "Every enterprise is able to creates value for customers, employees, communities, supplier and investors, and it is also possible to destroy this value created suddenly. Based on the recent global financial crisis, the maximization of profit for shareholders is outdated and ineffective. It is the stakeholder management that takes leadership position in 21th century. The goal of executives is to create more value for stakeholders without seeking for tradeoffs. Great companies can sustain because they can achieve the consistent interests of stakeholders. "(Freeman, 1984) .The theory demonstrated that the shareholder owns the company therefore the company has the responsibility to prioritize their needs and create more value for them. Stakeholder theory also involved other parties including customers, suppliers, investors, communities, employee government etc. (Mitchell, 1997)
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The stakeholders in VW include investors, employees, customers, competitors, suppliers, dealers, government, scientists, and nongovernmental organizations. It is vital for VW to understand and prioritize stakeholders expectations based on the level of different importance among shareholders. According to stakeholder analysis of stakeholder matrix, VW is able to understand prioritization and expectation among shareholders as well as eventually achieve broader mission and future development. This might take a few years and also require a large amount of efforts to fulfill. But the fact is that VW will not successfully sustain in the global market without shareholder analysis.(Sustainabilityreport2014.volkswagenag.com)
3.8 The failed CSR of Volkswagen

The Volkswagen emission scandal revealed that VW is a definite failure case of corporate social responsibility (CSR). The company used a unethical way to cheat on emission test and install defeat device in order to make sure an competitive advantage than its competitors and the leading position of car manufacturer worldwide. As VW announced previously, VW only produced environmentally friendly cars. However, the truth shows that the VW’s vehicles are poisoning the earth at the same time. (Rhodes, 2016)

The case of Volkswagen indicated that it is imperative to reinvent CSR. The leaders of departments are ought to take responsibility for every decision and practice they made. These people need to shoulder this responsibility and have a good understanding of everything including decision and actions happened within the company. The Volkswagen crisis also showed a failure system that ignored the reality that a clearly unsustainable future the company must face. (Dans, 2015)

Briefly, the failed CSR of VW should inspire other companies a deep consideration about their priorities and the real function of the corporate social responsibility department within every company. It’s necessary to ask and reflect whether such scandal will happen in their company because the possibility might be potential to every business. They need to ask if their company is ready to cheat, lie and kill people in exchange for business profits. They need to question whether their board is profit worship as well as irresponsible like VW. (Hotten, 2015)
3.9 Analysis 

Although Volkswagen tried to manage crisis through some legal and public relationship experts, the most important thing for the board is to pay more attention on some key issues in the medium and long-term future development including:

At first, the basic issue is a SWOT analysis of when, who, what, why, of this scandal. However, it deserves the management department of Volkswagen a further consideration and an understanding of learned lessons seriously, which will be helpful to apply it to remove the root cause of this scandal systematically. (Robinson, 2016).

Finance and sustainability are consistent but also controversial. Business leaders must not only pay attention on shareholders but also focus on people and environment, which will guarantee a healthy, sustainable and balanced economy in the long run. On the contrary, Volkswagen's attentions are apparently focused on current profits rather than the sustainable and beneficial image to the brand, the customer as well as planet. (Sacconi, 2012)

Financial sustainability is usually related to resilience, which ensures the possibility a business can survive from a financial crisis or a natural disaster. This resilience is based on a close relationship with employees, society and the environment. Therefore, sustainable business is able to guarantee their long-term success. Obviously, the unethical behavior of VW represents a violation of sustainability. It is hard to imagine how the board of VW defines their long time development when they decided to take such an immoral action to hurt the planet and people’s health because the cheating and lies may only have satisfied customers’ temporary needs, but it has caused bad effect to the future generations’ needs. (Fielkow, 2015)

It is clear that Volkswagen and its management ignored the importance to manage reputational risk and potential risks appropriately. Therefore, the negative of defeat device and environmental violations will be exacerbated and require VW to pay more costs (time and money) to recover its image and public trust if VW failed to manage risks properly in advance. (George, 2016)

3.10 Did VW fall due to emission scandal?

Friedman stated that if an organization is regard as ‘bad’ then the market would fix this with costumers choosing to purchase from competitors (like Toyota). Nevertheless, Volkswagen has recovered profitability quickly due to strong sales in the Chinese market. It won Toyota and became the world's largest carmaker in the first six months of this year. (Vincent, 2016) According to a survey of more than 400 car owners in a car shopping website, 21% said they will not buy VW any more, but surprisingly 43% said they would. (Vincent, 2016)

Volkswagen has currently reported 11 percent sales growth in the past one year. According to a research, its sales have increased by 9.4% in this year, higher than any other non-luxury car brand. However, Volkswagen’s sales still have not recovered to the highest level before the outbreak of emission scandal two years ago even US dealers sold more than 30,000 cars per month. However, the recover happened in a year when country’s car sales have reduced. (Boudette, 2017) All of this indicated that it’s not truth that the market and customers will fix the ‘bad’ thing VW did. Eventually, the internal investigation and external regulation are vital to achieve CSR and avoid scandal again.

4. Conclusion

Although good air quality is an important reason to work and can provide a purpose for VW, but this kind of motivation is easily to be offset when it conflicts with a strong economic and emotional pressure. Volkswagen is a typical example of an unethical case. If organizations such as Volkswagen suffered scandal then what can be done to amend this situation? If VW wants to win back its reputation as an eco-friendly manufacturer and a sales leader, it must make a commitment to the root cause. They must make a real difference to the value of the company. They must analyze shareholders priority and make honest transparency. The ideal achievement of corporate social responsibility is to take actions not only pursue commercial interests or pass test but also do ethical things and take responsibility to business, people and society. 

5.Recommendation

If VW wants to win back the trust of customers, stakeholders and the government, it is essential for VW to be more honest and transparent about the details of their current and future cars development as well as tests and information collected by authorized third parties to verify the authenticity of the data. Besides, the annual or monthly government check is also necessary.

The VW Board should also disclose all the results of its legal and accounting reports and make it public immediately. It is much better for the board to disclose this information instead of being forced to extract information by the media or the court. It’s possible for VW to rebuild the credibility by vigorously investigating their own behavior and sharing the findings transparently.

6.self-reflection

The reason why I paid more attention to VW scandal is my father, who is loyal fans to VW. I noticed that my father didn’t care the defeat devices at all. Moreover, no actions were taken to remove the defeat device at all, which surprised me. Therefore, I already have an interest to research VW scandal not only because the huge bad impact it caused but also it’s related to my father’s favorite car. Fortunately, Caroline’s lecture and assignment impart me the opportunity to research this. Before my assignment writing, I have read a lot of journals about this scandal for understanding this scandal from different view. I felt sorry for the weak regulation, which contributed to the VW’s bad action to hurt environment and people’s health. Besides, I also learned to utilize theories such as utilitarianism and CSR to analyze this scandal and consider this scandal critically. Most importantly, the lesson that deserves later business to learn and I also analyzed how VW is able to rebuild its public trust and reputation for future development in CSR and business.

However, I concede that VW wants to compensate and improve even they only admitted the compensation in US, which also proved the power of VW and the weak regulation in EU.I think this deserves further research. I believe further research to VW and related theories is essential after I accomplished my assignment and I need to improve my academic writing next time as well. I tried thinking critically when I’m writing this report and hope it’s successful. Anyway. I feel more confident to persuade my father to change the defat device after I come back to China.
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