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Volkswagen Emission Scandal Case Study

[bookmark: _Toc1005581881]1. Introduction to a Business Problem with Brief Background and Rationale
The Volkswagen (VW) Emission Scandal, often dubbed "Dieselgate," erupted in 2015 when the United States Environmental Protection Agency (EPA) revealed that VW had installed defeat devices in approximately 11 million diesel vehicles worldwide to cheat emissions tests (Ewing, 2017). These devices allowed the cars to pass laboratory tests for nitrogen oxide (NOx) emissions while emitting up to 40 times the legal limit during real-world driving, contributing to severe environmental pollution and public health risks, including respiratory diseases and premature deaths (Oldenkamp et al., 2016). The scandal resulted in VW facing over $30 billion in fines, recalls, and settlements, alongside a significant drop in stock value and reputational damage (Hotten, 2015).
This issue represents a critical business problem in corporate governance and ethical management within the automotive industry. At its core, it highlights systemic failures in ethical decision-making, where profit motives overshadowed regulatory compliance and environmental responsibility. VW's actions were driven by intense market pressure to meet stringent emissions standards without sacrificing performance or cost, leading to deliberate fraud (Siano et al., 2017). This is not isolated; similar scandals, such as those involving Takata airbags or Enron's accounting fraud, underscore a broader pattern of corporate misconduct in high-stakes industries (Crane and Matten, 2016).
The significance of researching this scandal lies in its ongoing relevance to contemporary business challenges. In an era of increasing scrutiny on corporate social responsibility (CSR) and sustainability, driven by frameworks like the UN Sustainable Development Goals (SDGs), the VW case exposes vulnerabilities in global supply chains and regulatory enforcement (United Nations, 2015). For instance, the automotive sector contributes 14% of global greenhouse gas emissions, making ethical lapses like VW's a barrier to achieving net-zero targets (IPCC, 2022). Moreover, with the rise of electric vehicles (EVs) and stricter regulations (e.g., EU's Euro 7 standards), understanding such scandals can prevent future occurrences and inform policy.
Key debates in the field revolve around the tension between shareholder value maximization and stakeholder theory, where firms like VW prioritized short-term profits over long-term societal impacts (Freeman, 2010). Developments include the evolution of CSR reporting standards (e.g., Global Reporting Initiative) and the integration of ethics into corporate culture post-scandal (GRI, 2021). However, gaps persist in how organizations rebuild trust and embed ethical practices. This research is worth pursuing as it addresses a real-world management issue, offering insights into preventing ethical failures amid digitalization and globalization in business.
[bookmark: _Toc1932121386]2. Research Aims, Objectives and Questions
The primary aim of this research is to investigate the causes, consequences, and lessons from the Volkswagen Emission Scandal to enhance understanding of corporate ethics and regulatory compliance in the automotive industry.
To achieve this aim, the following objectives have been formulated:
1. To analyze the root causes of the scandal, including organizational culture, leadership decisions, and external pressures.
2. To evaluate the short- and long-term impacts on VW's financial performance, reputation, and stakeholder relationships.
3. To identify gaps in current regulatory frameworks and ethical guidelines that allowed the scandal to occur.
4. To propose practical recommendations for improving corporate governance and sustainability practices in similar industries.
These objectives will be addressed through the following research questions:
1. What internal and external factors contributed to VW's decision to install defeat devices, and how do these reflect broader issues in business ethics?
2. How has the scandal affected VW's market position and consumer trust, and what strategies has the company employed for recovery?
3. To what extent have global regulations evolved in response to the scandal, and what weaknesses remain in enforcement mechanisms?
4. What implications does the VW case hold for other automotive firms in terms of integrating ethics into management strategies and achieving sustainable practices?
These questions are designed to bridge theoretical debates with practical applications, ensuring the research is focused and actionable.
[bookmark: _Toc1264907963]3. Preliminary Literature Review
The literature on corporate scandals, particularly the VW Emission Scandal, spans business ethics, management, and environmental studies, revealing both theoretical insights and empirical gaps.
Early analyses frame the scandal within ethical theories. Crane and Matten (2016) apply utilitarian and deontological perspectives, arguing that VW's actions prioritized utility (e.g., market share) over moral duties, echoing Kohlberg's stages of moral development where the firm operated at a pre-conventional level focused on avoiding punishment (Kohlberg, 1981). Siano et al. (2017) extend this by examining organizational culture, using Schein's model to highlight how VW's engineering-driven "can-do" ethos fostered groupthink and silenced dissent, similar to the Challenger shuttle disaster (Schein, 2010).
On consequences, empirical studies quantify impacts. Jung and Sharon (2019) use event study methodology to show a 23% drop in VW's stock price post-revelation, with spillover effects on competitors like BMW. Reputational damage is explored through stakeholder theory, where Hotten (2015) notes eroded consumer trust, leading to a 20% sales decline in key markets. Long-term, VW's shift to EVs under the "Together – Strategy 2025" is critiqued as greenwashing, with Bachmann et al. (2019) arguing it masks deeper cultural reforms needed for genuine sustainability.
Regulatory debates highlight enforcement failures. Ewing (2017) critiques the EPA's reliance on self-certification, advocating for independent testing, while EU studies post-scandal emphasize harmonized standards (European Commission, 2018). Broader trends include the rise of ESG (Environmental, Social, Governance) investing, where scandals like VW's have accelerated demands for transparent reporting (Friede et al., 2015). However, industry trends show persistent issues; a 2022 Deloitte report notes that 40% of automotive executives still prioritize cost over compliance (Deloitte, 2022).
Gaps in the literature are evident. Much research is descriptive, focusing on post-scandal analysis, with limited longitudinal studies on recovery efficacy (Mansouri, 2016). There's also a Western bias, overlooking impacts in emerging markets like China, where VW sold affected vehicles (Zhang et al., 2018). Moreover, while ethics is discussed, few studies integrate mixed-methods to explore employee perspectives on cultural change.
This study contributes by filling these gaps through a case-study approach, linking ethics to practical sustainability strategies, and providing actionable insights for managers in a post-pandemic world emphasizing resilience and accountability.
[bookmark: _Toc534279998]4. Research Methodology & Design
his research will adopt a qualitative single case study design focused on the Volkswagen emissions scandal, allowing in-depth exploration and the derivation of generalizable insights (Yin, 2018).
Data will be collected exclusively from secondary sources to ensure objectivity, historical depth, and feasibility. Sources include:
· Peer-reviewed academic journals and books on the scandal, corporate ethics, and governance
· Official VW annual and sustainability reports (2010–2024)
· Regulatory and legal documents (EPA notices, EU Commission reports, U.S. Department of Justice settlements)
· Investigative reports from credible media outlets (e.g., Reuters, BBC, The New York Times)
· Independent studies on environmental and health impacts (e.g., Oldenkamp et al., 2016)
Data analysis will use thematic analysis (Braun & Clarke, 2006) supported by NVivo software. Key themes such as ethical decision-making failures, regulatory gaps, financial consequences, and post-scandal recovery strategies will be identified through iterative coding. Triangulation across academic, corporate, regulatory, and media sources will enhance validity and reduce bias.
Ethical considerations remain central: all sources will be properly cited, potential biases in media or corporate reports acknowledged, and findings presented transparently. No primary data collection or human participant involvement is required; thus, no additional ethics approval beyond standard academic integrity is needed.
This secondary-data-only approach ensures a robust, practical, and fully achievable methodology within a 6–9 month timeframe.

[bookmark: _Toc415591719]5. Business Relevance & Practical Implications
The findings from this research hold significant relevance for business practices, particularly in high-regulation industries like automotive manufacturing. By dissecting the VW scandal, the study can inform decision-making on embedding ethics into core strategies, reducing risks of similar failures.
Practically, insights into root causes could guide management in fostering ethical cultures. For instance, recommendations might include mandatory ethics training and whistleblower protections, addressing VW's cultural silos (Siano et al., 2017). This could enhance employee engagement and prevent fraud, with implications for HR strategies in global firms.
On regulatory compliance, the research could highlight needs for robust auditing, influencing policy advocacy. Businesses might adopt AI-driven emissions monitoring to ensure transparency, aligning with ESG demands and attracting investors (Friede et al., 2015). For VW specifically, findings could evaluate the efficacy of its EV pivot, offering blueprints for sustainability transitions amid climate pressures.
Broader industry developments include improved supply chain oversight, as scandals erode trust. Managers could use lessons to refine CSR frameworks, boosting brand loyalty—post-scandal, VW regained 10% market share through transparency initiatives (Bachmann et al., 2019). Ultimately, this research promotes resilient strategies, aiding firms in navigating ethical dilemmas and contributing to SDGs like clean energy (United Nations, 2015).
[bookmark: _Toc1316940379]6. Plan of Work and Time Schedule
The research will span 9 months (January to September 2026), divided into stages with milestones. A Gantt chart (described below) outlines timelines, assuming part-time commitment alongside other studies.
· Stage 1: Preparation and Literature Review (January-February, 2 months): Refine research questions, conduct preliminary literature search, and obtain ethics approval. Milestone: Completed literature review draft.
· Stage 2: Data Collection (March-April, 2 months): Gather secondary data and conduct interviews. Milestone: All interviews completed and transcribed.
· Stage 3: Data Analysis (May-June, 2 months): Code data, identify themes, and triangulate findings. Milestone: Initial analysis report.
· Stage 4: Writing and Revisions (July-August, 2 months): Draft chapters, incorporate feedback from supervisor. Milestone: Full draft submission.
· Stage 5: Finalization and Submission (September, 1 month): Edit, proofread, and finalize thesis. Milestone: Submission.



[image: ]

This schedule allows buffers for delays, such as participant recruitment, ensuring timely completion.
[bookmark: _Toc996505507]Conclusion
The Volkswagen Emission Scandal exemplifies profound ethical and governance failures in the automotive industry, driven by profit-driven deception that undermined environmental standards and public trust. This research has outlined a comprehensive investigation into its root causes—encompassing toxic organizational culture, leadership pressures, and regulatory loopholes—while evaluating multifaceted consequences on financial stability, reputation, and stakeholder dynamics. By addressing key questions through a qualitative single-case study design, incorporating secondary data analysis and semi-structured interviews, the study bridges theoretical frameworks (e.g., stakeholder theory and Schein's cultural model) with empirical insights, filling gaps in longitudinal recovery assessments and non-Western perspectives.
Practically, the findings promise actionable recommendations for bolstering corporate ethics, such as enhanced whistleblower mechanisms, AI-enabled compliance tools, and integrated ESG strategies, fostering resilience in high-stakes sectors amid evolving regulations like Euro 7 and SDG commitments. Over a structured 9-month timeline, this work not only illuminates pathways for VW's sustained recovery but also equips automotive firms to prioritize long-term sustainability over short-term gains, ultimately contributing to ethical business practices and global emission reduction goals.
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