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Volkswagen: The scandal explained
By Russell Hotten, Business reporter, BBC News 
What is Volkswagen accused of?
It's been dubbed the "diesel dupe". The Environmental Protection Agency (EPA) found that many VW cars being sold in America had devices in diesel engines that could detect when they were being tested, changing the performance accordingly to improve results. The German car giant has since admitted cheating emissions tests in the US. VW has had a major push to sell diesel cars in the US, backed by a huge marketing campaign trumpeting its cars' low emissions. The EPA's findings cover 482,000 cars in the US only, including the VW-manufactured Audi A3, and the VW brands Jetta, Beetle, Golf and Passat. But VW has admitted that about 11 million cars worldwide, including eight million in Europe, are fitted with the so-called "defeat device".
The result? The engines emitted nitrogen oxide pollutants up to 40 times above what is allowed in the US. 
What has been VW's response?
"We've totally screwed up," said VW America boss Michael Horn, while the group's chief executive at the time, Martin Winterkorn, said his company had "broken the trust of our customers and the public". Mr Winterkorn has now left the company as a direct result of the scandal and has been replaced by Matthias Mueller, the former boss of Porsche. "My most urgent task is to win back trust for the Volkswagen Group - by leaving no stone unturned," Mr Mueller said on taking up his new post. VW has also launched an internal inquiry. 
With VW recalling almost 500,000 cars in the US alone, it has set aside €6.5bn (£4.7bn) to cover costs. The carmaker has said it will begin recalling cars in January. But that's unlikely to be the end of the financial impact. The EPA has the power to fine a company up to $37,500 for each vehicle that breaches standards - a maximum fine of about $18bn. Legal action from consumers and shareholders may follow, and there is speculation that the US Justice Department will launch a criminal probe. Then, or course, there is the cost of fixing all the cars.
It's all another blow for the diesel market.
Certainly is. Over the past decade and more, carmakers have poured a fortune into the production of diesel vehicles - with the support of many governments - believing that they are better for the environment. Latest scientific evidence suggests that's not the case, and there are even moves to limit diesel cars in some cities. Diesel sales were already slowing, so the VW scandal came at a bad time. "The revelations are likely to lead to a sharp fall in demand for diesel engine cars," said Richard Gane, automotive expert at consultants Vendigital. 





Questions
1. Did VW misbehave ethically? If yes, highlight the ethical guidelines violated in this case (20 marks)
[bookmark: _GoBack]___________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
2. Identify the parties affected by what happened and explain the nature of impacts (20 marks) 

The Volkswagen scandal negatively affected four countries in the European continent. The four countries are; Germany, Poland, France, and the Czech Republic. In September 2015, Volkswagen installed "defeat devices" in diesel cars sold across the globe. The devices were meant to detect and adapt to laboratory tests and appear to comply with environmental standards when they deliberately released pollutants known as nitric oxides, at levels four times more than the European test-stand limit (Nagy, 2019).  These excess emissions of pollutants had negative impacts on the public health of the four mentioned countries. Nitric Oxide, emitted from the Volkswagen vehicles' engines as gas, the gas was carried by winds over long distances of approximately 100 to 200 kilometers. The gas then reacted with ammonia in the air forming particulates that contaminated the atmosphere. Many people who inhaled this contaminated air ended up suffering from cardiopulmonary and respiratory diseases. Nitric Oxide emissions also resulted in the formation of the Ozone layer, another harmful pollutant that contaminated the atmosphere and negatively impacted human health. Moreover, the scandal also resulted in more than 1200 premature deaths in Europe. Generally, the Volkswagen scandal affected European society by shortening the lives of innocent people.
The Volkswagen scandal also affected companies trading in the global automotive ecosystem, Volkswagen suppliers and business customers. According to Jacobs and Singhal (2020), European Volkswagen suppliers suffered a mean stock price reaction of -2.50% a week after the scandal. Other suppliers with larger revenue dependence on Volkswagen also suffered greater adverse stock price reactions of about -5.50%. Volkswagen customers trust was also affected. How did their customers feel that after buying a car and later finding out that they contaminated the environment simply by driving cars bought from their trusted company? What if they later found out that the company had deliberately deceived them in order to minimize costs and maximize profits? More than 90% of Volkswagen customers confirmed that they had been put off from buying cars from Volkswagen in future (Graham, 2017).
3. What are the losses incurred by VW? (20 marks) 
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________


4. Is ethical conduct beneficial for companies? Explain how in case you agree. (20 marks) 
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
5. List some of the ethical habits you should develop as a student to enhance your academic performance (20 marks) 

________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
_______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
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