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“A	sustainable	supply	chain	and	environmentally	compatible	

transportation	solutions	form	an	indispensible	part	of	demonstrating	
comprehensive	responsibility	for	human	rights,	as	well	as	a	commitment	to	

the	environment	and	to	the	battle	against	corruption.”		
Volkswagen	Sustainability	Report	2014,	page	U!.		

	
Volkswagen	shocked	the	world	on	September	18,	2015	with	its	response	to	the	U.S.	
Environmental	Protection	Agency’s	(EPA)	notice	that	Volkswagen’s	“clean	diesel”	vehicles	
were	found	to	be	in	violation	of	the	Clean	Air	Act.		In	its	response,	the	German	automaker	
admitted	that	it	had	deliberately	equipped	its	line	of	Turbocharged	Direct	Injection	(TDI)	
diesel	engines	with	software	that	was	intended	to	“bypass,	defeat,	or	render	inoperative	
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the	first	two	months	after	the	scandal	broke,	the	company’s	market	capitalization	dropped	
40%	and	Moody’s	downgraded	the	Company’s	rating	one	notch.&	In	the	U.K.,	one	of	the	
company’s	biggest	markets,	sales	dropped	10%	in	October	and	20%	in	November.	In	the	
U.S.	sales	declined	25%	in	November.	Even	in	Germany,	Volkswagen’s	home	market,	sales	
dropped	2%	in	November,	although	that	market	grew	8.9%	in	the	same	period.'	
	
On	September	25,	2015,	Matthias	Muller	was	named	the	new	CEO	of	Volkswagen.	His	every	
move	will	be	scrutinized	as	the	company	faces	criticism	from	the	nearly	11	million	owners	
of	vehicles	affected	by	the	2015	diesel	scandal.	Previously	he	enjoyed	an	untarnished	
reputation	and	many	years	of	success	at	Porsche.	However,	he	will	have	many	hurdles	to	
overcome	as	he	works	to	re-establish	Volkswagen’s	reputation	for	environmental	
friendliness	and	restore	the	confidence	of	consumers,	employees,	government	regulators,	
and	the	general	public,	in	addition	to	developing	a	strategy	to	continue	growing	the	
company’s	sales	in	a	highly	competitive	international	industry.	
	
	

COMPANY	BACKGROUND	
	
The	history	of	Volkswagen	dates	back	to	1937	Germany,	where	a	company	called	“Deutsche	
Arbeitsfront”	was	
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• Volkswagen	aims	to	become	the	top	employer	across	all	brands,	in	all	
companies	and	regions.	This	is	necessary	in	order	to	build	a	first
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Innovation	is	an	important	part	of	the	Volkswagen	strategy.	For	example,	in	2012	
Volkswagen	AG	introduced	the	MQB	(Modular	Transverse	Matrix)	platform,	which	allows	
the	company	to	share	modular	construction	of	several	automobiles	and	integrate	
production	across	different	models,	brands,	and	vehicle	sizes;	specifically	transverse,	front-
engine,	and	front-wheel	drive	automobiles."$	Using	MQB,	the	company	will	ultimately	be	
able	to	build	all	of	its	vehicles	from	four	basic	“kits”	and	easily	exchange	common	
components	such	as	diesel,	hybrid,	or	electric	drive	trains	for	gasoline	engines	based	on	
consumer	demand.	Streamlining	efficiency,	the	company	expects	to	reduce	car	production	
time	by	30%."%	In	a	recent	investor’s	presentation	at	a	J.P.	Morgan	Auto	Conference,	
Volkswagen	showed	that	it	is	continuing	to	roll	out	the	toolkit	strategy	across	its	different	
segments	and	regions	while	realizing	further	economies	of	scale	in	unit	cost."&	Additionally,	
Volkswagen	will	be	furthering	its	work	with	Daimler	AG	to	produce	the	Crafter	delivery	
van,	which	will	continue	into	2016.	
	
	

A	CLOSER	LOOK	AT	THE	COMPANY	
	
Volkswagen	is	a	publicly	traded	company	in	which	Porsche	Automobile	Holding	SE	holds	
the	largest	portion	(31.5%)	of	the	475,731,296	shares	outstanding	as	of	December	31,	
2014.	The	current	voting	distribution	gives	Porsche	50.73%	of	the	voting	rights.		In	
exchange	for	this	voting	power,	Volkswagen	appoints	members	to	Porsche’s	executive	
board.	Volkswagen’s	organizational	structure	includes	the	recently	elected	CEO,	Matthias	
Muller,	and	seven	members	of	the	Management	Board.	Reporting	to	the	Management	Board	
are	twenty	members	of	the	Supervisory	Board	who	are	responsible	for	monitoring	
management,	approving	important	corporate	decisions,	and	appointing	the	members	of	the	
Management	Board."'	A	listing	of	Supervisory	Board	Members	can	be	found	in	Exhibit	4.	
	
One	of	the	goals	of	the	Group’s	“Strategy	2018”	is	to	be	a	top	employer.	The	company	has	
defined	being	a	“top	employer”	as	1)	attractive	employment,	2)	job	security,	3)	good	
working	climate	through	leadership	and	cooperation,	4)	remuneration	in	line	with	
performance,	5)	personal	development	opportunities,	and	6)	product	and	company	
image."(	As	of	December	2014,	almost	113,000	associates	were	employed	at	the	site	of	
Volkswagen	AG	and	another	480,000	were	employed	world-wide	under	the	Volkswagen	
Corporation,	an	increase	of	4.7%	from	2013.	According	to	the	Company	website,	females	
make	up	16.2%	of	the	workforce,	3.5%	are	part-time	workers,	and	the	average	age	of	an	
employee	is	42.8	years.		
	
Volkswagen	values	the	opinions	of	its	employees,	and	in	2014	nearly	443,000	Volkswagen	
associates	were	able	to	make	their	voice	heard	by	participating	in	a	survey	called	“the	
barometer	of	opinion.”	Management	generated	a	report	for	each	business	area	and	
supervisors	reviewed	the	results	with	their	direct	reports.	The	company	uses	a	reward	
system	to	encourage	employees	to	think	creatively.	Employees	are	rewarded	for	
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also	helps	develop	university	graduates	so	they	are	ready	to	start	at	Volkswagen	when	they	
graduate.	The	company	also	provides	the	opportunity	for	associates	that	have	recently	
completed	the	proper	training	to	travel	abroad	and	work	in	another	country	for	a	specified	
number	of	months.	There	is	also	a	commitment	to	the	advancement	of	women	in	the	
organization.	The	Company	plans	to	“lift	the	proportion	of	female	executives	in	the	coming	
years.”")	
	
Social	Responsibility	
	
For	years	Volkswagen	has	focused	on	what	it	considered	its	strength	and	competitive	
advantage:	an	attractive	and	environmentally	friendly	range	of	automobiles.#*	The	
Company’s	2014	annual	report	includes	initiatives	to	reduce	CO#	gases	and	to	be	
responsible	stewards	of	the	environment.	Examples	of	these	initiatives	are	to	increase	ride	
sharing	in	countries	such	as	China	and	to	increase	the	number	of	electric	vehicles	on	the	
road.	The	annual	report	also	dedicates	sections	to	corporate	and	social	responsibility	and	
touts	management’s	commitment	to	ethical	practices.		
	
To	support	its	“environmentally	friendly”	emphasis,	Volkswagen	has	aired	commercials	
that	claim	its	vehicles	emit	less	greenhouse-gas	emissions	while	maintaining	a	satisfactory	
level	of	acceleration.#"	In	the	1960s,	the	first	U.S.	ad	campaigns	urged	potential	buyers	to	
“Think	Small”	and	buy	the	Beetle.	In	2010,	Volkswagen	launched	the	“Think	Blue”	
campaign	as	a	way	to	“promote	eco-friendly	driving	and	green	initiatives”	and	introduced	
environmentally	friendly	products,	including	“clean	diesel,”	and	other	technologies	under	
the	“Blue	Motion”	label.##	Other	recent	ad	campaigns	further	showcased	the	company’s	
“clean-diesel”	technology.	Volkswagen	was	awarded	the	“Green	Car	of	the	Year”	award	by	
the	Green	Car	Journal	in	2009	and	2010	for	the	Jetta	TDI	Clean	Diesel	and	Audi	A3	TDI	
Clean	Diesel,	respectively;	the	first	non
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Major	Brands	
	
Although	Volkswagen	has	12	well-known	brands	in	its	portfolio,	its	two	marquee	brands	
are	Volkswagen	and	Audi.		
	
Volkswagen	
	
Volkswagen	has	risen	to	become	one	of	the	most	recognizable	brands	in	the	world.	In	2014,	
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THE	AUTOMOBILE	INDUSTRY	

	
The	maturity	of	the	automotive	industry	has	fostered	the	creation	of	brands	with	decades	
of	history	and	strong	customer	loyalty.	The	automobile	industry	is	capital	intensive,	and	
current	capital	investments	tend	to	focus	on	automated	processes	and	operational	
efficiencies
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General	Motors	Corporation	
	
General	Motors	(GM)	was	founded	in	1908	by	W.C.	Durant.	Based	in	Detroit,	Michigan,	the	
automaker	is	known	for	brands	such	as	Chevrolet,	Buick,	GMC,	and	Cadillac.!(	Due	to	
operational	losses	beginning	in	2005	and	a	Chapter	11	filing	in	2009,	the	company	has	
received	more	than	$30	billion	in	aid	from	the	U.S.	federal	government.	In	exchange	for	the	
bailout	funds,	the	company	was	forced	to	completely	restructure.	In	2014,	General	Motors	
had	net	revenues	of	$156	billion.	
	
In	March	2014,	the	Justice	Department	launched	a	criminal	investigation	into	a	delayed	
ignition	switch	recall.	By	the	end	of	the	month,	GM	initiated	an	ignition	switch	recall	for
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Dealers	Association.”%'	Consequently,	dealerships	are	putting	more	price	pressure	on	
automobile	manufacturers.	
	
Union	Influences	
	
Union	influence	varies	significantly	by	country.	Volkswagen	has	a	strong	presence	in	
Germany,	and	the	largest	union	in	Europe	is	the	German	Confederation	of	Trade	Unions,	or	
Deutscher	Gewerkschaftsbund	(DGB),	which	consists	of	over	6	million	people.%(		IG	Metall,	
or	Industriegewerkschaft	Metall,	is	the	industrial	union	of	metal	workers	and	consists	of	
auto-industry	workers	in	Europe.	IG	Metall	is	the	
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WHAT’S	NEXT	FOR	VOLKSWAGEN?	

	
The	“Dieselgate”	scandal	exposed	unethical	and	deceptive	practices	at	Volkswagen,	and	
hurt	its	brand	image	around	the	world.	New	CEO	Matthias	Muller	stated	that	his	“most	
urgent	task	is	to	win	back	trust	for	the	Volkswagen	Group	–	by	leaving	no	stone	unturned	
and	with	
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EXHIBIT	1	

KEY	FIGURES	BY	GLOBAL	REGION	
	

,-./0123+45-67850+9+:+;6886.2+ 	 	 	 	
	 Vehicle	Sales	 Sales	Revenue	
	 2014	 2013	 2014	 2013	
Europe	/	Other	markets	 4,430	 4,209	 122,858	 117,062	
North	America	 		879	 		901	 		27,619	 		27,434	
South	America	 		794	 		987	 		13,868	 		17,495	
Asia-Pacific	 4,114	 3,632	 		38,113	 		35,016	
Volkswagen	Group	 10,217	 9,278	 202,458	 197,007	
	 	 	 	 	
Source:	Volkswagen	AG.	2014.	Annual	Report	 	 	
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EXHIBIT	2	
VOLKSWAGEN	GLOBAL	PRODUCTION	BREAKDOWN	
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EXHIBIT	3	

VOLKSWAGEN	AG	PERCENT	OF	MARKET	SHARE	BY	REGION 
	 	  	 	 	 	  

Region	 2014	 2013	 	  
Western	Europe	 24.6%	 25.0%	 	  
Central	and	Eastern	Europe	 20.1%	 17.4%	 	  
North	America	 4.5%	 4.5%	 	  
South	America	 16.2%	 17.5%	 	
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EXHIBIT	4	

THE	MANAGEMENT	BOARD	
	

Matthias	Muller	–	
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Year Ending December 31,  2010 2011 2012 2013 
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