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Greenwashing in the automobile industry-A Root cause analysis


The Volkswagen emissions scandal, often referred to as Diesel gate, was publicly exposed in September 2015 and quickly became one of the most significant corporate ethics crises of the 21st century. This slide outlines how the scandal unfolded, who was involved, and what its immediate consequences were.

In 2015, researchers from West Virginia University and the International Council on Clean Transportation (ICCT) conducted real-world emissions tests on Volkswagen diesel vehicles. The results revealed emissions levels up to 40 times higher than those recorded under laboratory testing conditions (ICCT, 2015). The U.S. Environmental Protection Agency (EPA) and California Air Resources Board (CARB) soon launched investigations, leading Volkswagen to admit that it had intentionally installed software—known as a “defeat device”—in its diesel engines to manipulate emissions data (Mansouri, 2016).

The software could detect when a vehicle was being tested and would automatically switch the engine to a low-emission mode to meet environmental standards. During normal driving, however, the system reverted to a higher-performance mode that released far more pollutants into the atmosphere (Kollewe, 2015). This practice allowed Volkswagen to market its vehicles as both environmentally friendly and powerful—key selling points for consumers looking for “green performance.”

Once the deception was revealed, the scandal spread rapidly across global markets. Over 11 million vehicles were found to have the defeat-device software, including models under Volkswagen’s subsidiary brands such as Audi, Porsche, and Škoda (Boston, 2016). The company faced multiple lawsuits, regulatory penalties, and criminal investigations in Europe, the United States, and Asia. Volkswagen’s CEO, Martin Winterkorn, resigned shortly after the discovery, admitting that the company had “broken the trust of customers and the public.”

Financially, the consequences were severe. Volkswagen set aside more than €30 billion to cover fines, vehicle recalls, and legal costs (Topham, 2018). The brand’s market value dropped dramatically, and its reputation for reliability and innovation suffered a lasting blow. Beyond financial damage, the scandal had broader social and environmental implications. Millions of customers felt deceived, and the incident increased public scepticism toward corporate environmental claims.

Ethically, the Diesel gate scandal stands for a failure of both corporate governance and moral integrity. It showed how internal pressure to meet performance goals and market expectations can exceed legal and ethical standards. Mansouri (2016) argues that Volkswagen’s actions were a result of a “culture of compliance on paper but defiance in practice,” reflecting systemic weaknesses in the company’s accountability structures.

In summary, Diesel gate exposed the vast gap between Volkswagen’s public image of sustainability and its actual practices. The scandal serves as a critical example of how greenwashing can evolve into corporate fraud when unchecked. It also marked a turning point for environmental regulation, prompting stricter emissions testing and renewed attention to corporate ethics across the automotive industry.
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