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Volkswagen emissions scandal
In the business environment practices by the organization may directly affect its marketing and the ability to maintain its brand. The paper below explores the Volkswagen emissions scandal and provide background on the company as well as the automobile industry. The paper will further explore the effects of the scandal on the brand reputation of the company. An analysis of how Volkswagen could have addressed the emissions scandal from an ethical perspective will be provided. To conclude suggestions and lessons learned will be provided.

Volkswagen’s emissions scandal

One of the largest motor vehicle manufacturers in Germany and the world is Volkswagen which is abbreviated as VW.  The company was set up in 1937 and its growth in the market has seen the company become the leading automaker in regards to the level of sales made (Lane, 2015). It has distinguished itself a company that focuses on quality, safety and cost-effectiveness. The competitive nature of the auto vehicle market has reduced the market share of the company as new automakers enter the market (Lane, 2015).

The Volkswagen emission scandal arose late September 2015 after it was detected that the company had cheated on its emission tests. The Environmental Protection Agency took the company to court over violation of its Clean Air Act (Lane, 2015). The automaker had intellectually created its vehicles to turn on emission controls when being tested for emissions to show that it emitted lower exhaust fumes levels. The company had deployed the software in more than 11 million cars developed between 2009 and 2015 (Helm & Tolsdorf, 2013). The company admitted wrong doing and was ordered to pay a fine of $2.8b billion for cheating the government on its emission levels (Cremer, 2016).

Brand reputation of Volkswagen

Brand reputation as argued by Aaker (2009) is the perception that the public has towards a given company. Brand reputation is fluid and can thus be affected by a variety of factors either negative or positive. It is evident that the scandal had an impact on the brand reputation of the company as shares dropped considerably while its shareholders experienced considerable losses. According to Monica (2015) the scandal affected the customers as well as who are unable to resell their vehicles as other customers do not want to purchase as the brand that is associated with such scandals. Additionally, the stock has continued to drop and directly stands at 50% of what it was before the scandal which identifies the impact that the loss of brand reputation has had on the company (La Monica (2015). Brand equity refers to the value placed on the assets as well as liabilities that are aligned to the brand of the company. Consumers have lost trust in the company, and this has been evidenced by the reduction in sales volume by more than 30% since the scandal was first highlighted. Negative perceptions of the target market have adversely affected sales, especially among loyal customers.

Ethical approaches to handling the scandal

Volkswagen could have ethically addressed the emission scandal but first seeking to recall every vehicle that had been installed with the software that alters carbon emission during testing.  The next step is to issue a public apology to its investors and the customers who had been affected by the scandal. The company is responsible to its stakeholders and thus working to develop better technologies for its vehicles to lower emissions without having to result to cheating is essential to dealing with the emission scandal ethically is a way of serving the interests of all the stakeholders (Helm & Tolsdorf, 2013). From the consumer perspective, the company is dishonest in its operations. It owes its customer an in-depth degree of honesty and to work in good faith. The brand manager perceptive is that the company has violated the public trust by cheating on emission tests. The company can therefore ethically address this issue through working to rebuild rustier relationships and trust with the public.

Lessons learned and suggestions for top management

The emissions scandal has helped to gain knowledge and insights on the importance of implementing effective branding initiatives and product development guidelines. The case has been essential to understanding the impact that negative news relating the company can influence the brand equity and brand reputation. For branding to be effective, it is essential to capitalize on the positive news as this works to develop a positive perception of the organization and its product offering (Helm & Tolsdorf, 2013). Negative stories result in the development of negative attitudes and associations which results in the reduced influence of branding efforts. The sustainability of the business is based on having a strong brand reputation and therefore implementing an ethical approach to business operations in addition to implementing best practices in the industry are essential to developing the brand reputation of the company. 

The executives and other automakers have to identify the importance of quality of products to the brand. With the brand strongly tied to the performance of products, it is necessary to focus on quality assurance to prevent a similar scandal from developing. Focus on product quality is essential to meeting the needs of the customers and continuously enhancing the growth of its brand reputation (Aaker, 2009). Another recommendation is the implementation of ethics within the organizational culture.  The emission scandal at Volkswagen is a result of the lack of ethics within the company. An ethical company aims to do things the right way rather than seeking to cut corners. There is a need for automakers to develop an ethical decision-making framework that guides the operations of its top executives ensuring that scandals such as the VW emission scandal do not affect the reputation of the company (Aaker, 2009).
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