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Executive Summary:  
 
In September 2015 Volkswagen underwent a situation regarding how software was 
developed and deployed on vehicles designed to get around emission standards. 
The public response in the following months was negative and disapproving, with the 
poor perception continuing into 2016 with the US filing a complaint against 
Volkswagen.  
 
Public perception of a company has a significant impact on sales and customer 
retention. In the years following the scandal, Volkswagen has taken minimal action 
to regain public trust and company ratings have not returned to pre-scandal figures. 
In order to improve sales and get Volkswagen to renew its reputation as a 
manufacturer of reliable, innovative, and well-designed automobiles, a plan of action 
has been designed to guide Volkswagen on its path. 
 
The plan of action is divided into three steps: 

● Step 1: Show Consumers They Matter 
● Step 2: Build Strong Internal Values 
● Step 3: Plan Ahead 

 
This three step process has been developed using the techniques other car 
manufacturers have used to improve company reputation after a scandal. The two 
case studies used in this report are the Ford Pinto exploding gas tank scandal and 
the Toyota unintended acceleration scandal. Both situations have similarities to 
Volkswagen’s and their successes are expanded upon in this report. 
 
The research conducted to develop this plan of action will help Volkswagen regain its 
strong reputation as a car manufacturer and ensure that the public’s perception of 
the company will remain positive moving forward. 
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Introduction: 
 
In the last five years, some of the world's most popular auto-manufacturers have 
experienced massive blows to their reputation and image. For instance, in 2014 
General Motors issued one of the deadliest auto recalls in history where 124 people 
were killed due to a flawed ignition switch [1]. A year later, Toyota issued a global 
recall of 6.5 million cars for faulty window switches that could potentially catch the 
vehicle on fire [2]. 
 
Perhaps the biggest blow to any car manufacturer reputation was that of the 
Volkswagen emissions scandal where the company admitted to intentionally 
programing their emission controls system to falsify data in 11 million cars. The 
programming caused the vehicles emissions output to meet the Environmental 
Protection Agencies standards only during laboratory testing. However, during real-
world driving, the vehicles actually admitted 40 times the legal limit [3].  
 
In the wake of this scandal in September 2015, Volkswagen earned the worst 
reputation of any major company in the United States according to the 2016 
Harvard-Harris Poll Reputation Quotient [4]. One of the oldest, most trusted, and 
most storied brands in the world earned a tarnished reputation as a result of poor 
ethics. All over the world, the scandal became front page news and comics such as 
the one below demonstrate the deteriorating status of the Volkswagen brand. 
 

 
Volkswagen is Under a Cloud of Emissions Scandal  

[5] 
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Perhaps the greatest indicator on the status of Volkswagen's brand name is seen on 
social media. The number of negative tweets in the United States involving 
Volkswagen jumped to 16,070 between September 18 and 21 (the dates following 
Volkswagen’s admission to the scandal), compared with just 766 negative tweets in 
the four days before September 18th according to Amobee Brand Intelligence [6]. 
 
In response to the severely damaged Volkswagen brand Team 7 offers a 
comprehensive three step plan for restoring the brand to its previous dignity in the 
American market: 
 
First, Volkswagen must show that customers matter. The company cannot dismiss 
the feelings of the consumer nor try to implement a quick fix. It is imperative for 
Volkswagen to be transparent in informing customers what it happens and how it 
plans to fix it. 
 
Next, Volkswagen must look internally. In order to compete with other manufacturers 
Volkswagen has been following an aggressive growth plan in the lucrative US 
market [7]. Such an ambitious goal has the potential to lead management to develop 
a culture of meeting demands at any cost, even ethics. 
 
Lastly, consumers relate to a company through their emotions and consumer trust is 
something that is earned over a period of time. Therefore, Volkswagen must look 
long term and decide what they want to be, build a culture to support that vision and 
deliver consistently on its brand promise year after year. 

 

Case Studies:  
 
There are two previous incidents that can provide professional insight into how an 
incident of large magnitude can be dealt with. These incidents are the 1960’s Ford 
Pintos that would explode when rear-ended and Toyota’s recent unintended-
acceleration scandal.  
 
FORD PINTO CASE STUDY 
 
We will start with the Ford Pinto incidents. To summarize the context of these 
incidents, the gas tanks of Ford Pinto cars was located at the rear of the car. In the 
event of an accident that damaged the rear of the car, the gas tank could rupture. 
This often resulted in an explosion from a spark created during a crash. The most 
famous court case regarding this scandal is Grimshaw v. Ford Motor Co. A  
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passenger and her son were driving on the highway when their Ford Pinto stalled 
and came to a stop. Another driver rear-ended them at approximately 30 MPH, 
causing the Pinto to explode and kill the driver. Investigations during the case 
revealed that the Pinto did not pass the 20 and 30 MPH fixed barrier tests, and it 
was concluded that small fixes could have fixed the defects [8]. All of this left people 
with a strong distrust with the Ford brand. 
 
Ford’s reaction to the scandal was one of self-defense. They claimed the car was as 
safe as others for its time, and with a death count of 27 from Pinto fires, that claim 
was proven to be accurate. They stood by this claim, and explained their reasoning 
for not implementing a fix for the defect by using a cost/benefit analysis. This 
reasoning is backed by professionals and is a proven way for determining whether to 
undergo a design change that impacts the safety of the person using a product [9]. 
 
It is this conclusion that resulted in Ford’s reputation holding its ground against initial 
negative public opinion. In the public eye it may not be the best practice in terms of 
morality, but a cost/benefit analysis is the correct standard to apply in a situation 
such as this. This scandal can prove helpful in our case as it shows how the use of 
proper methods for measuring different aspects of design and engineering can be 
used to prove that the decisions made were in fact the correct ones. Furthermore, 
the proof that a cost/benefit analysis is useful in situations where morality seems to 
be absent may be beneficial to our situation. Also, Ford became very transparent in 
how they came to their conclusions and why they made the decisions they did. The 
practices used here will be considered in our final suggested course of action.  
 
TOYOTA RECALL CASE STUDY 
 
Toyota’s unintended acceleration scandal began on August 28, 2009 near San 
Diego, California when a driver was unable to stop or slow down his vehicle. The 
driver, Mark Saylor, was driving a Toyota Lexus ES 350 sedan with 3 passengers. 
Reports show that the vehicle reached speeds of over 100 mph before it crashed 
killing all four occupants. After an investigation Toyota determined that the 
unintended acceleration and subsequent crash was caused by a floor mat causing 
pedal entrapment. This kicked off more investigations into previous crashes caused 
by unintended acceleration [10]. 
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Toyota ended up determining that unintended acceleration in their vehicles was 
caused by multiple factors. Toyota originally identified incorrect or out-of-place 
driver’s floor mats interfering with the accelerator in November of 2009. Later they 
identified a possible mechanical sticking of the accelerator pedal which caused 
unintended acceleration in January of 2010. Approximately 5.2 million vehicles were 
recalled due to the floor mat problem, 2.3 million were recalled due to the accelerator 
problem, and 1.7 million vehicles were subject to both problems [11].  
 
Toyota reacted by investigating the problems and designing a fix as soon as they 
could. They issued replacement mats and accelerator pedals to customers and 
installed brake override systems that allowed drivers to override the accelerator by 
hitting the brakes. Unlike Ford, Toyota acknowledged that their vehicles had a 
fixable design flaw and did their best to make sure all vehicles received the proper 
modifications to make them safe again. 
 
Toyota did their best to appease negative public opinion by doing multiple 
investigations and getting a fix out quickly. They also were eager to cooperate with 
the U.S. National Highway Traffic Safety Administration which many people 
approved of.  This scandal is a good example of a company admitting a fault in their 
product and recovering while maintaining a neutral/good public image. This could be 
helpful to our case because it shows that doing thorough investigations into 
problems and sharing their results with the public maintains a company’s public 
image. 
 

Volkswagen’s Problem: 
 
The Volkswagen emissions scandal started on 18 September 2015, when the United 
States Environmental Protection Agency (EPA) issued a notice of violation of the 
Clean Air Act to Volkswagen [12]. The agency had found that Volkswagen had 
intentionally programed diesel engines to activate certain emissions controls only 
during laboratory emissions testing. The programming caused the vehicles' nitrous 
oxide output to meet US standards during regulatory testing but emit up to 40 times 
more nitrous oxide in real-world driving. Volkswagen deployed this programming in 
about eleven million cars worldwide, and 500,000 in the United States, from 2009 
through 2015 [13]. 
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The findings stemmed from a study on emissions discrepancies between European 
and US models of vehicles commissioned in 2014 by the International Council on 
Clean Transportation (ICCT), summing up the data from three different sources on 
15 vehicles. Among the research groups was a group of five scientists at West  

 
Virginia University, who detected additional emissions during live road tests on two 
out of three diesel cars [14]. ICCT also purchased data from two other sources. The 
new road testing data and the purchased data were generated using Portable 
Emissions Measurement System invented by an EPA engineer in 1995. The findings 
were provided to the California Air Resources Board in May 2014. 
 
Volkswagen became the target of regulatory investigations in multiple countries, and 
Volkswagen's stock price fell in value by a third in the days immediately after the 
news. Volkswagen Group CEO Martin Winterkorn resigned, and the head of brand 
development Heinz-Jakob Neusser, Audi research and development head Ulrich 
Hackenberg, and Porsche research and development head Wolfgang Hatz were 
suspended. Volkswagen announced plans to spend $7.3 billion (later raised to 
$18.32 billion) on rectifying the emissions issues, and planned to refit the affected 
vehicles as part of a recall campaign [15]. 
 
The scandal raised awareness over the higher levels of pollution being emitted by all 
vehicles built by a wide range of car makers, which under real world driving 
conditions are prone to exceed legal emission limits. A study conducted by ICCT and 
ADAC showed the biggest deviations from Volvo, Renault, Jeep, Hyundai, Citroën 
and Fiat, resulting in investigations opening into other potential Diesel emissions 
scandals. 
 
Public Response: 
 
The public’s initial response to the emissions scandal displayed strong disdain for 
VW. Perception towards VW shifted from a company that people viewed as a 
manufacturer of cars that are well-designed, high-tech, and reliable to a company 
described as dishonest, misleading, and irresponsible. To get an understanding of 
the trend of the public’s perception, the two graphs below show the trends in the 
days following the scandal. 
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Volkswagen Brand Health Shortly After Scandal Breaks  

[16] 
 
In the days following the break of the scandal, overall perception dropped below 
zero, with the only metric staying above zero being VW’s quality. In addition to this, 
looking at the figure below that compares VW to Toyota, the rate and amount that 
VW’s perception drops is significantly higher than Toyota’s. Also, VW’s reputation 
continued to drop, as the scandal proved to affect many parts of VW all the way up 
to the CEO, who resigned shortly after. 
 

 
Volkswagen vs. Toyota in Brand Health After Respective Scandals 

 [16] 
 
Exploring social media, a better image of the public outcry can be seen. Twitter 
statistics from the Harvard Business Review shows an average of over 40% of 
tweets about VW being negative during the month after the scandal. Negative tweets 
breach 50% in the January after the scandal when the US filed a complaint  
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against VW. Looking at typical words used in the negative tweets a shift in focus 
from VW cheating to VW undergoing lawsuits and corporate restructuring.  Once the 
public understood the scope of the cheating was limited to certain diesel powered 
cars, a clear shift towards the legal side of the scandal was shown. This did not 
improve public perception, as the lawsuits did not put VW in a good position [17]. 
 
This amount of decline in company reputation has never been seen in the 
automotive industry before, which makes taking the appropriate action moving 
forward crucial to restoring the public perception. 

 

Volkswagen Clean Air Act Civil Settlement: 
 
The Clean Air Act (CAA) and its regulations aim to protect human health and the 
environment, by reducing harmful emissions from mobile sources of air pollution 
[18]. Light-duty vehicles such as the ones manufactured by Volkswagen must satisfy 
tailpipe emission standards for certain air pollutants, including NOx.   
 
On January 4, 2016, the United States Government filed a case against Volkswagen 
alleging violations of the CAA with regard to approximately 590,000 diesel vehicles 
sold in the US. Specifically, the case alleges that each of these vehicles contains, 
certain computer algorithms and calibrations that cause the emissions control 
system of those vehicles to perform differently during normal vehicle operation than 
during emissions testing. These computer algorithms and calibrations are prohibited 
defeat devices under the CAA, and during normal vehicle operation, the cars emit 
levels of NOx significantly in excess of the EPA levels [19]. 

 
Under the CAA, the EPA has the power to fine any company that fails to comply with 
the regulation up to $37,500 for each vehicle that breaches CAA standards [20]. 
Therefore, Volkswagen faced the potential for a maximum fine of approximately $22 
billion for the 590,000 diesel vehicles sold in the US from 2009 - 2016.  As of 
January 11th, 2017, Volkswagen plead guilty to $4.3 billion in criminal and civil 
penalties to the EPA as a result of the court case. These figures only account for 
fines by the US Government and does not account for legal fees in Europe where 
lawsuits are just beginning [21]. Additionally, this does not factor in the $7 Billion set 
aside for dealing with the recall of the vehicles [22] nor the $17.5 billion in 
compensation to US consumers that Volkswagen has already had to pay [23].  
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Perhaps the most devastating blow to Volkswagen in the case itself was the 
discovery of documentation dating back to 2008 that accounted for fines and figures 
if the defeat device was discovered. In a one on one interview with Dr. Arvind 
Thiruvengadam, the assistant professor at West Virginia University who discovered  
the data that scandal [24], reported that: “Spreadsheets were found on Volkswagens 
servers comparing the profits gained from deceiving the tests to what they would get 
fined. The scary part about it is they were deadly accurate and VW will have made 
more than they have lost when it is all said and done.” [3]. 

 

Recommendations: 
 
Despite its current challenges, Volkswagen has the capability to survive and restore 
itself as the leading car manufacturer in the US. The brand has a core group of 
customers who strongly believe in its brand. However, in order to build and move 
forward, Volkswagen’s recovery will depend on rebuilding brand trust first with 
customers who have lost faith in the brand and then with new customers. 
 
To fully restore the Volkswagen brand to its former glory, the company should focus 
on a strategy aimed at restoring trust with all its customers. This strategy must be 
driven by three components: 
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Step 1 -  Reverse: Show Consumers they Matter 
 
In today’s age, consumers expect transparency and candidness from the companies 
that create the products they buy. This is especially necessary in the months 
following a scandal in order to regain the trust of current and prospective customers. 
 
To start, the entire process of how emissions will be dealt with moving forward needs 
to be laid out in a format that will be easy to understand. This kind of action was very 
beneficial to Ford, where they explained their reasoning for not redesigning the gas 
tanks on their Pinto models and backed it up with professional analysis that was 
made available to the public [9]. 
 
Public releases of methods and processes regarding Volkswagen's cars should 
become a common occurrence.  Allowing the public to have access to statistics on 
safety, compliance to automotive standards, and descriptions of known flaws 
provides for company transparency without revealing technological innovations to 
competitors. Giving easy access to these resources would be a first in the 
automotive industry and would create a public image for Volkswagen that is focused 
on letting the consumer know everything about a car before they buy it. 
 
Being transparent also forces Volkswagen to innovate in ways that will make their 
cars stand out from their competitors. Releasing this kind of information holds 
Volkswagen to a higher standard that consumers will appreciate and will drive sales 
moving forward. 

 
Step 2 - U-Turn: Build Strong Internal Values  
 
Volkswagen needs to take an in-depth look at its corporate culture to determine what 
led those responsible to act as they did. 
 
Prior to the scandal, Volkswagen was pursuing an ambitious growth plan. In 2010, 
the company announced projections that would assert themselves as the number 
one seller of vehicles in the world by 2018 surpassing General Motors and Toyota. 
 
The graphic below demonstrates Volkswagen's aggressive claims where the blue 
represents Volkswagen's 2010 sales and red showcases their projected gains in 
2018 for lightweight vehicles. 
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Volkswagen’s Big Game of Risk: The Ambitious Plan for World Domination  

[25] 
 
Experts such as Arvind Thiruvengadam “find it hard not believe that a correlation 
exists between VW’s enthusiastic projections made in 2010 and the implementation 
of their defeat device” [3]. As one can imagine employees and upper management 
may have felt pressured to help the company meet its goal no matter what, even if 
that meant cheating emissions tests with defeat devices.  
 
A company such as Volkswagen can say it has a certain brand promise or set of 
values, but aggressive sales or growth goals often come with demands to win at any 
cost.  
  
Therefore, in order to restore its image, Volkswagen needs to return to the 
company's core beliefs of responsibility and sustainability that made them great 
before the scandal [26]. Such values need to be at the core of every decision made 
by the company when dealing with this scandal and restoring its brand image.   
 
RESPONSIBILITY 
 
First, Volkswagen must integrate into their company culture responsibility and 
accountability for every employee’s actions. Throughout the corporate structure the 
mentality of meeting demands at any cost must be transformed to meeting demands 
with ethical responsibility.  
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Aggressive growth plans and goals are not discouraged, but their implementation, 
timeliness, and obtainability must be looked at with a realistic and ethical 
perspective.  
 
Ways this value of responsibility can be implemented by Volkswagen are: 
● Ensure the personnel who test their vehicles for emissions compliance are 

separate from the personnel who design their vehicles. 
● Establish a committee to ensure compliance with the EPA Clean Air Act. 
● Create a whistleblower system and survey employees to gauge compliance 

with United States laws relating to the environment.  
● Have an independent auditor thoroughly assess Volkswagen’s compliance 

with the emissions protocol of the US. 
 

Such measures as those bulleted above will not only prevent future scandals but will 
be perceived by the public as a genuine attempt by Volkswagen to claim 
responsibility for its previous deceit. These actions will also help restore good faith in 
its loyal customer base and attract new customers by strictly following US emissions 
law without compromise. Lastly, these recommendations build trust between 
customers and the brand thus helping restore the Volkswagen image. 
 
SUSTAINABILITY 
 
Most importantly, in the wake of their emissions scandal Volkswagen must commit 
fully to a sustainable initiative. Not only do they need to talk about sustainability but 
they need to prove it to consumers in order to restore the brand.  
 
Simply put, the engine designed by Volkswagen’s engineers could not meet 
environmental emissions standards. Rather than look outside the company for 
consulting in designing a better engine, VW programmed a workaround. This proves 
that Volkswagen did not have the technology nor knowledge base to make a 
sustainable vehicle. 
 
A recommendation to the Volkswagen brand is to invest in clean and sustainable 
technologies for their vehicles. The brand also needs to publish its initiative to the 
public in pursuit sustainable options. Such transparency and public documentation 
will demonstrate to its customers its investment and pursuit of renewable 
technologies thus enhancing the image of the Volkswagen brand.  
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The final component of this step calls for Volkswagen to not only perform laboratory 
EPA testing (which is required), but go the extra mile and perform portable emission 
measurement testing on their vehicles. Such testing was how the scandal was  
discovered at West Virginia University and publishing real world data as opposed to 
laboratory testing builds a stronger sense of trust between the consumer and the 
brand.  

 
Step 3 - Forward: Look Long Term 
 
Consumers relate to a company through their emotions and consumer trust is 
something that is earned over a period of time. Therefore, Volkswagen must look 
long term and decide what kind of company they want to be and what image they 
want to display for the public. They must then build a culture to support that vision. 
Finally, Volkswagen must deliver consistently on its brand promise year after year. 
They must continuously reassure consumers that they are sticking by their core 
beliefs of responsibility and sustainability.  
 
The first two steps of this recommendation are things that Volkswagen can do here 
and now. The third step, however, is a commitment to the first two steps. The easiest 
way for Volkswagen to regain consumer trust is to stick to their promises. This can 
be done by consistently showing that they changed for the better thus rebuilding 
consumer loyalty. 
 
It could potentially, take 5-10 years to regain the level of consumer loyalty and trust 
Volkswagen once had, but it is possible for companies to recover from large 
scandals. Ford is proof of this since they recovered successfully from the Ford Pinto 
Scandal and are once again a major company in the automotive industry. 
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