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ENGAGEMENT FACTSHEET

Volkswagen AG

ENGAGEMENT RATIONALE
Volkswagen (VW) had the lowest ESG rating, CCC and a Fail status on UN Global
Compact norms according to MSCI. We decided that a continued investment in VW
would only be justified if the company demonstrated significant positive cultural
change, to ensure ethical conduct by employees going forward. We entered into
dialogue with the company to get a better understanding of the planned changes.
We believed that culture change was key for the company to remain competitive
and at the forefront of technological change in the sector.

BACKGROUND
We wrote to VW in June 2018 to start the engagement, highlighting our history as a
long-term investor in VW securities and the importance we assign to cultural
change for the future success of the group.

THEME FOR ENGAGEMENT
x Environmental & governance.

ENGAGEMENT OBJECTIVE
x To encourage cultural change at VW so that the strategic direction

(innovation/mobility) of VW goes hand in hand with organisational and cultural
restructuring.

x Identify a set of shared KPIs to track and measure VW's progress on improving
corporate culture.

x Kempen requested improved transparency around: 1) The definition of the
cultural change that VW aims to achieve; 2) Clear targets and deadlines; 3)
Frequent reporting on the process.

x We also engaged with VW on its compliance with the Paris Agreement and
Electric Vehicle (EV) development.

ENGAGEMENT RESULTS
x VW showed improvement in its approach: integrity is now an integral part of its

strategy and is being implemented. The integrity programme
(Together4Integrity) is one of the most extensive transformation programmes in
the history of VW. The group reports periodically on its progress. We see clear
commitment to achieving cultural change and improving transparency.

x To measure the success of its integrity programme an Integrity index was
developed in 2018, aimed at identifying progress and determining actions to be
taken. Integrity is also taken into account as a required component of
performance-related remuneration from the Board of Management to
management level. VW’s annual Opinion Survey addresses the question
whether it is possible for each individual to act with integrity. Since 2017 this
question has been one of three with the highest level of agreement.

x VW showed strong commitment to reducing CO2 emissions via an ambitious
programme targeting a CO2 neutral fleet by 2050 and full compliance with GHG
emission standards based on the Paris Agreement. By 2025, the group plans to
reduce the total life-cycle greenhouse gas emissions from passenger cars and
light commercial vehicles by 30% compared to 2015. The proportion of the fleet
that is electric should rise to at least 40% by 2030 and the goal is for 50% of
global deliveries to be all-electric by 2030. VW also targets full CO2 neutrality
for all its production plants by 2050.

x Volkswagen was upgraded from CCC to B by MSCI ESG and from 41 to 33.6 by
Sustainalytics in April 2021. Sustainalytics followed with a further upgrade to
29.6 in September 2021 (Medium risk rating compared to automotive peers).
VW’s controversy level is category 3 under Sustainalyitcs, and Orange flag
under MSCI.

x Volkswagen Group was reinstated as a participant of the UN Global Compact

NEXT STEPS
x Engagement has reached Milestone 4.

ENGAGEMENT PROGRESS MILESTONE

COMPANY
Volkswagen is the largest global 
automotive OEM manufacturing 
(luxury) automobiles, trucks and 
commercial vehicles under various 
brands

COUNTRY
Germany

SECTOR
Automobiles sector

MARKET CAP 
Largecap

ISSUE
Emissions scandal emerged in 2015 
identifying Volkswagen as actively 
manipulating diesel emission via 
illegal software in order to comply 
with emission regulation in the US 
on NOx, with a negative impact on 
public health.  Petrol engines were 
also affected, manipulating CO2

emissions. In total 11 million cars 
were affected.

MATERIALITY
x Issues are very material as they 

relate to the core of the 
business

x Misconduct is influenced by the 
corporate culture and 
hierarchical structure

x #1 global OEM with material 
impact on global CO2 emission 
levels. 

MSCI ESG RESEARCH
MSCI Orange flag
ESG-rating: B
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