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In the summer of 2007, the EA 189 diesel engine was released in Europe and the US by the German manufacturer Volkswagen (VW). To convince customers who were sceptical about diesel technology to purchase VW diesel cars, the engines were promoted as "Clean Diesel" engines (BBC, 2022). The "Clean Diesel" marketing success became a controversy eight years later, in September 2015, when the U.S. Environmental Protection Agency (EPA) discovered that VW had configured the cars' computers to display fraudulent emission results. Due to the "Diesel gate" event, Volkswagen recorded a loss of 1.7 billion euros in the first quarter of 2016. (Volkswagen AG, 2016).
A well-known example of how businesses may affect environmental politics and ethics is the Volkswagen (VW) case scandal. This was a significant event because VW is an international firm, not because of the financial and legal repercussions that came from many countries, but rather because of the continuous harm to society and the environment that is still not completely quantified. Volkswagen had intended to surpass Toyota as the biggest automaker in the world by 2018 prior to the scandal. Instead, the scandal reduced the company's market valuation by one-third (Atiyeh,2016). Volkswagen started a voluntary recall to make up for the emission infractions, issued a public apology, and asked the CEO and other directors to resign. According to attorneys, the lawsuit, which is set to go to trial in January 2023, would have been the largest ever brought by a group of customers in the UK (BBC, 2022).
After a challenging 2015, Volkswagen shattered records in the years that followed.  The Diesel crisis damaged the company's reputation and business. The corporation continued to realign itself in 2016, setting new goals for itself and beginning to go in a new direction by creating a new strategy to present a more responsible image. VW needs to be extremely careful to comply, or it runs the risk of losing both its valuable revenue and reputation. Nevertheless, Volkswagen is a powerful brand, as seen by its capacity to get through the challenge. Despite that the company paid a heavy price, it made a remarkable comeback. Volkswagen quickly adapted to the changed business environment by developing new company strategy that began with a change in leadership.
1. [bookmark: _Toc123140696]Replacing the leadership.

Volkswagen has not honoured its environmental commitments. In the UK and throughout the world, the public has lost faith in the company and diesel technology as a whole.  Technical problems could be resolved by calling cars in for maintenance, but rebuilding trust is more challenging. The corporation quickly examined its attitude toward civil society, apologised to the public and replaced the top leadership as one of its first measures to deal with the scandal. After receiving the Notice of Violation, Martin Winterkorn, the CEO, resigned under pressure a few weeks later, and Matthias Muller, the previous CEO of Porsche, took over. Choosing an internal candidate to succeed a controversial CEO was risky, but Muller's appointment provided consistency and a proven track record. Although it can be highly difficult and risky, the first step in responding to a company crisis is usually a change in top-level leadership. Despite being an internal candidate, Muller seemed to have enough separation from the crisis and a history of conducting turnaround strategies with success.As stated in Winton (2016), there were more leadership changes within the Volkswagen Group, such as adjustments to a number of direct reporting lines and other leadership positions. Muller moved quickly to stabilise and restructure VW, methodically letting go of seven out of ten top executives and eliminating thousands of useless tasks in order to minimise expenses. These early employment cuts caused the loss of about 30,000 employees through attrition and phased retirements, but the cost reductions did manage to save 3.7 billion euros. The business didn't lose much time in starting the hiring process for several crucial senior roles. This is a crucial initial stage in the rehabilitation process because it lays the groundwork for moving on to the next stage, structural reorganisation.
2. [bookmark: _Toc123140697]Structural reorganisation.

In order to increase efficiency, the reorganisation reorganised the CEO's responsibilities, and the number of top managers who report directly to the CEO was reduced in half. The primary goal of the restructure, according to Muller, was to enable the company to refocus and streamline its leadership structure so that it could make decisions that were more efficient, timely, and intelligent. As stated in Ruddick (2015), among the newly reorganised leadership positions that now report directly to the CEO are those in design, production, sales, and strategy. By trimming the salaries of the remaining senior executives by 37% and modifying Volkswagen's rigid decision-making process, Muller aimed to save costs in his first year as CEO. While there is no doubt that this decision saved the business money, it was also purely symbolic of an effort to change public perception. Relatedly, the company modified its famed compensation plan to better reflect overall success and be focused on the company's financial performance (Rauwald, 2017). Volkswagen has long been criticised for overpaying executives and making decisions that put executive employment and income ahead of those that would be in the best interests of shareholders. This restructuring of compensation was a significant political move as well. 
As stated in Winton (2016), the reorganisation strategy initially failed to please analysts and investors because the majority of early responses backed the idea that this cost-cutting and streamlining measures were too little, too late. Unions and German politicians have a significant impact on the company's decision-making process over the most of its recent history. In order to advance the new restructuring plan, Muller had to work within strict labour-related limits because labour organisations held 50% of the company's board seats. As a result, the creation of new roles helped to slightly offset the loss of 30,000 jobs. About 23,000 of the 30,000 job losses were in Germany. A total of 9,000 new jobs were also created as part of the reorganisation plan, the majority of which were in Germany. Only 3% of the company's overall staff was affected by the net loss of 21,000 domestic employment, and those who survived the job losses will have a job guarantee in place until 2025. CEO Muller had to negotiate a compromise between political pressures and actions that were actually achievable, despite the fact that many observers believed the restructuring and employment losses should have been more extreme. The company's strategy was revised and put into action as the restructuring of the corporate organisation continued (Winton, 2016). 
3. [bookmark: _Toc123140698]The ‘Transform 2025’ plan.

Following restructuring and leadership change, the company started developing a complex strategic plan. It takes a lot of work to create a new strategy that applies to all of the company's brands, which include motorcycles, commercial vehicles and luxury automobiles like Audi, Bentley, Bugatti, Lamborghini, Porsche, SEAT, and Skoda. As a result, each brand advanced with tailored strategies for the different regions.
One of CEO Muller's goals was to increase the profitability of the Volkswagen brand, and cost-cutting actions were essential to attaining this goal. Dr. Herbert Diess, the chairman of the Volkswagen brand board of management, presented a new strategy for the brand company named "Transform 2025." This concept was created as a three-phased brand reorientation strategy in addition to the custom cutting approach. The first phase, which covers brand strategy from 2016 to 2020, was concentrated on pressing for a complete reform of the current value chain (Volkswagen Press Release, 2016). During this early phase, the corporation has also begun to develop new technical expertise in connectivity, e-mobility, and electric automobiles.  Aiming to become one of the most profitable volume manufacturers in the world, the company intend to advance by developing additional skills during the second phase, which includes the years 2020 through 2025. Volkswagen plans to employ the third phase, starting in 2025, in order to capitalise on these new competences and to become one of the major players in the quickly developing e-mobility and electric vehicle industries (Volkswagen Press Release, 2016). The Volkswagen group's systematic "Together - Strategy 2025" plan, which includes all of the Volkswagen group brands, including the "Transform 2025" project as one of its core aspects. To position the Volkswagen group as the industry leader worldwide, this plan called for a major expansion in the production of electric vehicles as well as the addition of 9,000 new jobs. Launching 30 different electric vehicles across its multiple platforms, such as Volkswagen, Audi, and Porsche, as well as building its own battery facility are all part of the strategy. Following the launch of the electric SUV in 2018, Audi pressed ahead with plans to begin developing a new electric car. Muller predicts that by 2030, electric cars, vans, and SUVs will account for one-third of the company's US sales, which is why Volkswagen is investing extensively in them (Smith, 2016). Muller is also making room for potential new collaborations with the business as part of the strategic strategy, including agreements with Tata Motors Ltd. in India and Anhui Jianghuai Automobile Co. in China, which will work together to create affordable automobiles (Rauwald, 2017).
4. [bookmark: _Toc123140699]Sustainability.

VW updated its corporate strategy and culture in order to evolve into a leader in sustainable mobility and achieve carbon neutrality by 2050. The Volkswagen Sustainability Magazine was published to provide the firm with a forum for self-reflexive discourse with its stakeholders. The event exposed flaws in the business's procedures and made room for improvement. Increasing the effectiveness of VW's sustainability management became crucial. In September 2016, the business created a global Sustainability Council with extensive rights to information, consultation, and initiative, enabling it to start initiatives. This council was made up of five males and four women with experience in the following areas:
· Social responsibility and integrity
· Sustainable mobility and climate protection
· Future of work and digitization.
They have extensive rights to information, consultation, and initiative, are not constrained by orders, and act independently. The Group Management Board and employee representatives attend regular meetings of the Council, and they also discuss numerous issues with the Monitor team. The Council offers business guidance and makes recommendations for the actions it thinks should be taken to strengthen its position as a world leader in environmentally friendly transportation. The appointment term for the Sustainability Council has been extended by the Volkswagen Group until 2022. The discussion between the Group and the Sustainability Council in 2022 was centred on the comprehensive integration of sustainability topics, the future orientation of mobility solutions in the Group strategy NEW AUTO, as well as the effects of the war in Ukraine on Volkswagen (Volkswagen AG, 2022).
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In order to better comply with its new business strategy, VW entirely changed its human resources approach. The aftermath from the emissions scandal has had significant consequences for VW employees. Volkswagen established a strategy centred on communication and openness in order to win back the trust of its discouraged employees. The senior management was transparent and open to discussing the situation with lower-level employees. The organization's employee satisfaction ratings have dramatically grown in 2017 in categories like autonomy, social consciousness, and compensation and benefits, suggesting that VW's efforts appear to have been successful. The company's standing with the broader public also seems to have improved. Financially speaking, VW's results have exceeded expectations, and the business has replaced Toyota as the world's top automaker (Strauss, 2017).The company created ‘The Whistleblower System’ which provides several ways to report alleged employee wrongdoing, enabling the organisation to conduct a prompt investigation and, if necessary, take appropriate action (Sun & Hagel, 2020).
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From the perspectives of clients and shareholders, the company needs to be more transparent about how its Corporate Social Responsibility (CSR) strategy is being carried out. But if a company finds itself in a CSR crisis, there are three key steps it should take to repair its reputation. The first stage is admitting their mistake and accepting responsibility for their incapacity to manage the circumstance more competently. The second should lead to knowledge strategy and put the emphasis on taking lessons from mistakes to make dealing with scandals in the future less vulnerable. The third step requires broadening one's tolerance of other people and disclosing any solutions found. For the sake of repairing its reputation, VW should renew its environmental commitments. The business should also reinforce its environmental commitments while being more accountable and transparent in its actions rather than just in its words.
[bookmark: _Toc123140702]Conclusion.

Finally, the report's ultimate analysis of crisis management and a rehabilitation plan is based on how a major multinational corporation approached and overcame a self-inflicted financial and public relations issue. It is intriguing to look into how a company manages to recover from such a serious corporate crime. The key factors behind the turnaround are the immediate revision of the firm's strategy and the incredibly proactive approach to handling legal issues. This is not always the case, particularly with businesses involved in comparable circumstances. In contrast to the Volkswagen case, other firms in self-inflicted crises have dismissed such claims, postponed legal and financial settlements, and/or tried to stay out of the media commotion. The Volkswagen case study can offer some fascinating insights into the best practises for handling commercial crises. The uncertainty around potential fines and legal action will undoubtedly shadow over the company for some time, but it is clear that significant steps have been made in restoring its good name.
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