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VW scandal: what the emissions revelations mean

The carmaker’s rigging of emissions data in the US could have serious repercussions
around the world - and not just for Volkswagen

Sean Farrell
Tue 22 Sep 2015 08.45 BST

What has Volkswagen done?

The US Environmental Protection Agency (EPA) said on Friday that Volkswagen had installed
illegal software to cheat emission tests, allowing its diesel cars to produce up to 40 times more
pollution than allowed. The US government has ordered VW to recall 482,000 VW and Audi
cars produced since 2009.

How bad is this for Volkswagen?

It could be very bad indeed. Almost €15bn (£10.8bn), or a fifth, was wiped off the company’s
market value on Monday as investors took fright at the revelations. At the market opening on
Tuesday shares were down a further 3.6%.

At up to $37,500 a car (£23,000) in the US, fines could add up to $18bn - more than a year’s net
profit for Volkswagen. Its managers could face criminal charges and a US law firm has already
launched a class action lawsuit on behalf of car buyers. Long-term damage to the company’s
reputation could be huge. Volkswagen likes to claim it is environmentally conscious and has
billed its cars as “clean diesel”. Max Warburton, an analyst at the financial research group
Bernstein, said: “This is really serious.”
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Is the scandal limited to VW in the US?

Possibly not. The news knocked billions of pounds off the value of other carmakers amid
concern that rigging emissions tests is common across the industry. John German, one of the
officials who uncovered the scandal, said it could extend to other countries and manufacturers.
Stuart Pearson, an analyst at the stockbroker Exane BNP Paribas, told the FT: “The artificial
gaming of emissions tests threatens to become the car industry’s Libor” - referring to the
fraudulent fixing of global interest rates that has cost the banking world billions. Greg Archer, a
former UK government adviser, told the Guardian there was lots of anecdotal evidence about
the use of “defeat devices” to disguise environmental impacts and that the scandal could
spread beyond diesel and into Europe, where tests are more prone to abuse.

What has VW said about the scandal?

The company’s chief executive, Martin Winterkorn, issued a statement on Sunday apologising
for losing trust over the scandal. Winterkorn, who has led Volkswagen since January 2007, said:
“I personally am deeply sorry that we have broken the trust of our customers and the public.
We will cooperate fully with the responsible agencies, with transparency and urgency, to
clearly, openly, and completely establish all of the facts of this case. Volkswagen has ordered an
external investigation of this matter.”

What happens next?

The revelations have prompted a series of investigations that bode ill for Volkswagen and the
industry. In the US, Congress said on Monday it would investigate the matter while Bloomberg
reported that the Department of Justice is conducting a criminal investigation of Volkswagen’s
admission. The EPA and the California Air Resources Board have started gathering other
manufacturers’ vehicles to test for data manipulation; the German government is also
investigating the matter; and South Korea has announced an inquiry. Winterkorn now faces
doubts about his future. He has led the company for almost nine years, raising questions about
how much he knew about the software. In May, he promised a “calmer future” for Volkswagen
after surviving a boardroom power struggle.

We've got an announcement ...

... Ol OUr progress as an organisation. In service of the escalating climate emergency, we have
made an important decision - to renounce fossil fuel advertising, becoming the first major
global news organisation to institute an outright ban on taking money from companies that
extract fossil fuels.

In October we outlined our pledge: that the Guardian will give global heating, wildlife
extinction and pollution the urgent attention and prominence they demand. This resonated
with so many readers around the world. We promise to update you on the steps we take to hold
ourselves accountable at this defining point in our lifetimes. With climate misinformation rife,
and never more dangerous than now, the Guardian's accurate, authoritative reporting is vital -
and we will not stay quiet.

You've read 76 articles in the last six months. We chose a different approach: to keep Guardian
journalism open for all. We don't have a paywall because we believe everyone deserves access
to factual information, regardless of where they live or what they can afford to pay.

Our editorial independence means we are free to investigate and challenge inaction by those in
power. We will inform our readers about threats to the environment based on scientific facts,
not driven by commercial or political interests. And we have made several important changes
to our style guide to ensure the language we use accurately reflects the environmental
emergency.
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The Guardian believes that the problems we face on the climate crisis are systemic and that
fundamental societal change is needed. We will keep reporting on the efforts of individuals and
communities around the world who are fearlessly taking a stand for future generations and the
preservation of human life on earth. We want their stories to inspire hope.

We hope you will consider supporting us today. We need your support to keep delivering
quality journalism that’s open and independent. Every reader contribution, however big or
small, is so valuable. Support the Guardian from as little as £1 - and it only takes a minute.
Thank you.
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We will use this to send you a single email in July 2020. To find out what personal data we
collect and how we use it, please visit our Privacy Policy

We will be in touch to invite you to contribute. Look out for a message in your inbox in July
2020. If you have any questions about contributing, please contact us here.
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