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The Supervisory Board and the Board of Management of Volkswagen Aktiengesell-
schaft present the Annual Report 1887 with their compliments.

This version of our Annual Report is a translation from the German original. However,

it does not include the financial statements of Volkswagen AG and their explanatory
notes. The German text is authoritative.

Wolfsburg, May 1988
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Report of the Supervisory Board

The Supervisory Board has bean kept
regularly informed by the Board of Ma-
nagameant about the trend and situation
of tha Company, about planned corpor-
ate maasures and the development of
Group strategy, Measures requinng the
Supenvisony Board's prior approval by
I of under the Company’s Articles of
Azsociation were discussed in detail at
maetings of the Supenvisory Board priar
io resolutions being passed. Based on
the orad and written neporting by the
Board of Managemeant the Superisory
Board has been able 1o advise and
MONIDe MEnagement.

The financial statemants submitted by
the Board of Managament for Violks-
wapen AG and the Group as 8 Decem-
per 31, 1987 along with the Manages-
ment Report for Volkswagen AG and the
Group Management Report for the fiscal
year 1887 and the accounts have bean
audited by TREUARBEIT Aktiengesall-
achaft Wirtschafisprifungsgeseischafi
Sieverberatungagesalischaft, Hanower
Having establishaed that they wera in
compliances with the lawe and the Arti-
cles ol Association, the guditors gave
thair full approval in accordance with
5327 of tha Garman Commarncial Coda.

Tha Supetnsory Boand has been in-
formeed in wiiting and oraily abodlt the
rasults of the audit. After a final exami-
natoan of the financinl statements of
Volkswagen AG and the Group stata-
ments as well as the Managemant Re-
port for Volkswagen AG and the Group
Management Report the Supenvisory
Board has no obyactions and the finan-
cial statements are thesefore confirmed
It appeoves the proposal put forveard by
the Board of Management regarding ap-
propriaton of net eamings avadable for
destribution

Herr Karl Gustaf Ratjen ceased baing a
member of the Supendsory Board &k the
and of tha Annual Meeting of Stockhal-
ders on July 2, 1987. Ham Ratjen, who
had been a member of this body since
1975 il 1ok ol th posithon of chaer-
rran i 1970, has axerted an mmportant
inflesnce on the development of tha
Volkswagen Group over a long period
with entrepreneurial farsightedness

The Supendsory Board would fike 1o
thank Hesr Ratjan for his constrective
enllaboration and the great amount of
personal commitment for the banelit of
the Comipary

]

At the same tima the Deputy Chairman
of the Supervisory Boarmd, Herr Hans
Mayr, and Herr Or. Hans Friderchs, Herr
Helrut Kramier, Herr Hans L. Markla,
Herr Walher Mevert and Harr Toni
Schmucker ceased baing memibers of
the Supervisory Board of Volkswagen
AG, The Supervisory Board would Tike to
express its gratitude 10 all the mémbers
laaving for their meritoriows collabora-
tion.

The Federal Republic of Germamy re-
Bevad Herr Walther Leisler Kiep of his
office as of July 2, 1987 amd delegated
Herr Or. Hans Tigtmeyer to replace him
on the Supenvisory Board in accordance
with & 12 of the Articles of Association
in conjunction with § 101 subsaction 2 of
the German Stock Corporation Act. As a
rasult of tha rotathonal elactions 10 the
Supenvisory Board Herr Josef Bauar,
Hair Pater Bk, Herr Dr Otte Gral
Lambsdorif, Herr Walther Leisler Kiep,
Harr D Klaus Liesen, Heer De Gunther
Safimannshausen and Herr Franz
Steinkihler became nessw members of
this body.

At the constituant mesating of the Super-
visory Boand on July 2, 1987 Her Dr
Klaus Liesen was alected chairman and
Her Franz Steinkithler his deputy.

As at August 1, 1987 the Supanasory
Board appaintad Horr Dister Ullsparger
meamber of the Board of Management
of Volkswagen AG with responsibadity for
Controlling and Finance. Harr Ulilspargar
thus succeeded Herr Dr, Aolf Selowsky
who had left the Board of Management
an Manch 13, 1987,

Hesrr D, Wiotfgang R, Habbed ressgned
from his office as member of the Board
of Management of Volkswagan AG as at
December 31, 1987, Since 1878 he has
bean managing ALIDE AG with great de-
dicabon and sense of responsibility, The
Supenisony Board would ke to thank
Herr Dr: Habbel for his meritorious wark,
Herr Dr. Habbel was appointed a mem-
ber of the Supervisory Board of AUDI
AG as of January 1, 1988 and is avail-
abia to the Volkswagen Group in an ad-
WOy Capacity

The Suparvisory Board would like 1o
oxprass its thanks and recognition to
tha members of WVolkswagen AG's Board
of Management, tha managament
teams ai all the Group companies and

all the empioysas i the Volkswagen
Group far the work they have performed
with a great sense of responsibility,

On March 24, 1988 the Federal Republic
of Garmany sold its 20 %% holding in tha
capital stock of Volkswagen AG in the
amount of DM 1,200 million (ordinany
sharas), the shares being placed via a
conzortivm of 76 natsonal and interna-
tional banks. In accordance with § 12 of
the Articles of Assocation of Volks-
wagen AG in conjunction with % 101 sub-
section 2 of the Stock Corporation Act
the two mambers of the Supervisory
Board of Volkswagen AG nominated by
the Federal Republic of Germany, Her
Dr. Otto Schiecht and Hasr Dr, Hans
Ttmeyer, announced that they ane 1o
refmgquish their positions at the closes of
the Annual Meeting of Stockholders an
June 30, 18988,

Harr Dr. F. Wilhelm Christians also gave
notice that he would at the sama lime
be relinquishing his membership of the
Supervisory Board which he has held
since 1971,

For nearty 40 vears the Federal German
Government has been with the Com-
pany 45 a major shareholder. Particularhy
in the reconsirection penod before and
after the setting up of tha stock corpor-
atwon in 1960, sianificant impulses re-
sultied from this participating relaticn-
ship, Through its members in the Super-
visory Board the Federal Governmant
harlped nlluance the way in whach tha
Company developed. The Supervisory
Board thanks all representatives of the
Federal Govamment who have belonged
i this board In the past for theér com.-
mitment and their contribution which
wiere made always, indepandantly of
the political compbecon of the govern-
ment af the day. for the banefit of Volks-
weagan MG

Wolfsburg, April 12, 1088

_,.-‘"-'

P o I ol TS
Or Kiaus Liasan

Chairman of the Supervisory Board
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Economic trend in the fiscal year 1987

The growth of the world economy con-
tued in 18987 with estraint, Woeld
trade reachad a growth rate of 4% as &
result of the hegh imports by West Euro-
paan countries and Japan., Thema was
growth in gross national preduct in virtu-
ally all the industrislised countries. Tha
evenis which océurred on the iniemn-
ticnal monesy markels during the fourth
guartar of the year, however, deman-
sirated once again the unsiable and
hazardous constitution of the world eooe
nomy. They took place against a back-
ground of continued foresgn trade imbal-
gnces and atill unsolved financial prob-
lems in soma countrias.

in the USA domestic demand showed
only shight expansion, whilst the low
rate for the doltar bed 10 8 sustaned re-
covisry In expons, Tha BConomic situa-
tion of the Latn Amenican ragion was all
in @l siill charactarised by high budge-
tary deficits and again by rising inflation
rales

In Japan there was a significant im-
provement in the aconomic climate duz-
ing the second six months af 1987, Lin-
gar the influence of expansive economa:
policy, domestic demand continued to
risa. The reduction in xports was parti-
cularly due to the detenoration in Ja-
pan's positan wilh regand fo fAval mani-
facturers from the doflar region, which
had been caused by the axchange rate
Cne consequence was tha increasa in
production of CRD vehicles for Morth
Amearica

Tha West Eurcpean counthies can ook
back, virtualty without exception, on a
stable upward-looking economic trend,
wiharely private demand, as in Japan,
was tha factor which determined the
rate of growth. This espacially applied
to the economas trand in West Garmarny,
Howewer, grosth amounted o 1.7 5,
which was less than expected as a re-
gult of the weakness of the dallar and
its damiping effect on axports

In 1987 the automobile industry continy-
ad 1o contribute 1o the upward rend in
ihe world aconamy, A1 463 million veki-
clas thi production of automiobies
worldwide was 1% above the pravious
years igure. The West European auto-

mobile industry experianced & new n-
cord year with a production output of
14.6 mullion vehicles and further raised
its share of world automobile production
12 31 %, particularty as a result of pro-
dusntion cutbacks by US-Amanican
manufactuners, Domestic production by
Japanase manufsciuners was stagnant
at a high level af 12.2 millian units but
saw a 4% rise taking exponed ses of
knocked-down wehicle companents into
aooount

In Wast Germany. the largest European
manufacturer, a tatal of 4.6 milion pas-
senger cars and commercial vehicles

[+ 1%) came off the production Bnes in

1247,

The business trend of the Volkswagen
Group in 1987 was characterised by the
further rige In demand for Violkswagen,
Audi and SEAT models in Europe. In the
past year the Group managed o sug-
cesstully maintain its 1985 position as
tha largest automobsle manufaciurer in
Europe and keep fourth position among
the passenger car manufacturers in the
workd. 2,771,378 vehicles (— 0.2%)
wzrg manulactured workdwaide, of which
2,543,184 wera passanger cars and
228,185 commarcial vehicles, The sve-
aga production per working day within
tha Group increased to 12,217 units al-
though the number of days worked fell.

-'J'\-

Domestc Group production rose by
0.8% 10 1,666,290 sutormabiles [nat in-
cluding knockad-down vehicles {or the
fomedgn subsidsanes), of which 1,249,062
wohicles (— 4.0%) were accounted for
by Volkswagen AG and 417,234 units

(4 18.3%) by Audi, By contrast, output
abwoad shinvesd a 1.6% dacline to
1105,083 vehicles, dospite the consider-
abie rise in production at SEAT

[+ 20.0%), This was particularty due 1o
the decreases shown by the manufac-
turing sushesdiaries on the Amerdcan con-
tinent.
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The Group manufactured the lallewing numbers of each model:

-up/Caddy
Volkewagen-M.AN nucks 6—81
Dther commercial vehicles

1987 1886

i ] H?B..m :

24 179,648

161,712

20,825

2 18,444
15,304 14,028
677 15,245
06 14,694
2,908

i 1,724

Average production per working day for the individual Group

companies was:

Yehicles per day

YOLESWAGEN AG'

| SEAT 5A
ALIEH ALz
Autolatens in Brazl
Volkswagon Bruxelles
Volkswagan of Amonca
Volkswagen oe Mexsco
Violkswagen of Souwth Afnca
fustolatina Angenting

Materials management in tha
worldwide interlinked system

1l chose coflpboralgen wilh our 25, 1300
Supphars &l ovesr The worlel continuad m
19687 to guarantes a8 smooth supply fo
ihe production plants and implamenta
tion of the investment programime on
schadula. The matenals and compo
nants detivered complied with the re
cogrised high standards of tha Volks
Wafen ﬂrﬂu[‘r Both i erms ol techmncal
lewel and gueality

5 480

1.816

1.9

P
98 ' Not mchuding knocked
=i dowen wehiclas dafky
258 ered wathen the Group:

16841 ALIDEAG: not including |

BS Porsche 934044

The Group's volume of purchasing saw
B worldwida increase of 1.9% 1o D
378 billion, At Volkswapgen AL demand
shoved an B 7% ncieasza o DM 245
Beion 0 The bghd af thi Incraasad de
mand for more upmarkel vehicles. D8
16,8 hillion was accounted for by pus-
chesas of raw materials and supplies,
sami-finished and finished products and
O B 7 billion was due to the purchasa
ol capital goods and services. With thes
high vodume of purchasing the Volks
WIHEN IZ'_:-||||_||'_'- dEphan made a mapsr

Wi

Wittt thee Femnidanr il b %ians Comminis i bgs Wgihaniss| D ngiresnrg of tre Peogbs s Repabdic of China, £ra Jisbai, o Witsbarg

Contribution towards bolstering the
BoONOMmes siiuatson

E’“j’ﬂ staffing adjustments

The Volkswagen Group empioyed a tolal
of 260,458 worldwide on an annual av-
Brage for 1987, Le. 16,001 amplovess

of 5.8% lass than the PIEVEILS. W The
Wast German part of the Group shovwed
& slight ncrease by 0.5% to 169,997
employess, whilst staff at the foreign
subsidiamag fedi by 15.7 % to 90,481
Apart from a redenticon in Goougp staff it
Wiy l1|f-|2l thié marger of the Brazilian and
Argentinian manufacturing companies of
Ford and Volkswagen which had an ef
"Bact Violkswagen has a 51% holding in
the joint venture AUTOLATINA

The average number of staff at Volks-
Weagpan ADG was 120 028 & rise of 2.1 9%
bl just abovi the presicaes vear's level

?ﬁwﬂdﬂﬂlﬂm

|t Board of Manageiment waould fike to
“_1'"""- ill ermploveas in tha Volkswagan
Laroup lor the higgh lewel of commitment
o thair waork, ft wold plso ke to thank
the works councis for thair coogaration
.:|'|rl_5-'l‘!|I5EI of ras podsablity: Tru “ling nndl
Positive collaboration batween corporate
Managemont and the hodias represant
NG this worklorce have made it possible

to- sodve the difficuly tasks of 1987 na
raasorabie mannear,

Our specisl thanks go 1o the managges-
ment teams at the subsickaries and all
thee pxecutives in Wast Germany and
abroad for thair geeat sanse of ecmmii-
mEnt

W honour the mamory ol &l membars
of staff and friends of the Companmy
who hawe passed awiay

Volkswagen Group No. 1

In Europse the Volkswagen Group daliv
arad 1,082 678 Volkswagen, Aud and
SEAT vehicles 10 customens in 1967,

whhich wat a new shles recond |-+ 7. 59

achieving & 151 % (14,7 %) share of tha
passenger cir market and thus consali
dating s position a5 leading manufac

turer of automobiles in Europe lor the

third consecutive yaar, |1 meant that the
losses in the Morth and Sowth Amancan
rF:l;‘;iiln:l A5 0 CORSEqUencE ol VRMOES If-
(heencing factors ware thus viriually off-

S8\

Worlchende sates of vehicles by tha
Volkswagen Grodp amouniad to
2739883 units |= 0.8%]. Volkswagen
AG dalwered 2,200,828 Volkswagen and
Auch models to customoans in tha mas
kets it sarves, which 15 o furthes nss o

240 H';.' contrast the Volkswaogen div
sion of AUTOLATIMNA suffered a 34.4%
drog in sales in tha markets it serses,

the fotal amounting 1o 256, 854 vehicles

Structural improvements
wi_tlﬂ_r_! the Group

During the phase of restranod world
BLONImIc uu'.:-.-'.-'ing the stnicturnd wplhea-
wal in the world automohile industey has
accelarated and this brought aboul
kpener competibion. The mam lacioms
nawve been the penairation by modem
manutaciunars from low-wpge counings
and lurther afforts in the direction of
collaboration and concentration on the
part of &l manulacturess. In Morth S
anca Jepanase manulactunars havw also
contimuedd Balding up extra producton
capacity for passenger cars, parbially
with the aim of exporting o Eumpe

ihe Nolkswagen Group pursued 1s on
deavours (o strendgihan (bl LGroup in the
fiscal yaar 1987

The unsatisfactony utilisation of produc
non capaciy al the Amancan assembly
plant in Westmesedand, Pannsylvania, is
compefing us o phase ol producton
in 1883, In future the Gall and Jatta
miodets will be impoded from Wast Ger
mueny and Mexico. This will s&rve 1o
cptimise worldwidse manufaciuning ch-
pacity withan tha Group's interfinked pro
duction system

To sacure our commitmeant in South fum-
ench the Yolkswagen Group has been
wl:-rking Ol -3 |'I|||_1r.=.||||::- BESES 10 Hao
joint vanture AUTOLATIBA with 1tha Ford
Miotor Company since Janweany 1, 1987
Aepningt a background of difficult econ
o conditions the aim of tha COO A
tion 5 to mantain the strong market po
sition in this recgeon and simullaneous iy
contain risks. Improved exploitation aof
resources will boost compaftitivensss;
a5 hrs bisen confirmed by inihial resuls

Ta extend the rangs of vehicles at the
Hanower commercead vohacla plant we
are planning & cooperative pgreament
with tho Toyota Motor Corporation
From 1989 onwards a pick-up vehicla in
ihe ang-1onne payload category is 1o ba
manufactured under licence, Volks
wis(jen hdas nod yet bedn representod al
all in thas sagment of the market
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Ressarch and development

Hessarch and development actvities in-
dicate the potential which is employed
1o sacure tha futume of 8 company. The
volkswagan Group spent DM 1.8 billion
on msearch and development iesi year
wihich reprasants a 5% increase on the
prisvious yoar Volkswagan AL spent DM
L allion [ 5% which was thi Targeest
part

Automobile manufactung. (5 being increa-
Singy daminated by this use of ndwy
types of materials and the increasing ut-
ilmaticn of elactromes in the Delds of v
hicle safety, performance, economy and
comiort. Last year the emphasis of aims
wias on researching new dirve technoso-
ghes, using computer-aided simukation
models for examining vehichke and mate
rial behawnour and in the further develop-
mant of kowy-poliution angines. in dave
laping nen modeks the foous was on
the Fassat succassor

Sales, capital investments, result

w increase in sales

The positive sales siiuation, NECESSAN
price adiustments and the continuing
trend towearnds mone upmanked

and hance higher-pricad vehiclas and
laatures led 10 anothar increass in the
Volkswagen Goup's sales, that &5, a
3.5% rise to DM B4.6 bdlion, Furthar-
more, in addition o the income from
leaging and rental, the sffact wasg alzo
feft for the first time of the proceads
from thie sale of used assets of leasing
and réntal compames baing mcluded m
the amount of approx, DM 1.2 billion
Domesiic sales at Dk 22.5 billion
showed a8 1597 % increasa snd more
than managed to offset the 5.5% dec
fing in foreagn sales which amounted to
O 321 bellion. The proporison account
ed for by foreign salas fell from B4.3%
to 5E.7 %

Thea setbacks abroad were mainly due
16 e sales i Nooth and South Aimiar-
ica and the much lower value of tha
American dodlar. Thae influence exersd
by the dallar also affected the transla
fon of Sales hguras for our Sowth Amer
ican COImipanias rAiagS hi Gurrancss
in those countries are closely melated 1o
ez prica of tha dollar

i e e ey T e e R R A

"l'CEl"':S.w.:'lmn AG's sales came 10 Dk
43.2 billion and were 5.0% above the
Brennous year’s figure, The proportion

Aceaunted for by foreign salos was
22.6% (55.8%)

Investment programmao
continued as planned

Tha compétithvenass and s.aieguarﬂmg
af the markat position of tha volks-
wagen Group ang maons than ever de
piEndent an how swccessful it is at
gconormically Fnplameanting new tech-
nedogias both in the automobile a5 &
product and in its manufaciure. it is also
of decisive importanca o opbmise capi-
tal deployment, 1o frain and molibe
staft and thus 10 imoreneg e produc:
vty

To meet the high requirements imnsolved,
thie Group mwestment programimes Wwas
~ortinued at 8 vobume of D 4 552
(6,371 millson, Capital investmants in
tangible and intangible assets amounted
io DM 4,430 million; after the considear
able additions In the presvious year D
162 milkon was invastad in financial as-

gats,

The increasé in tangible assais was par-
ticularly due 1o the developmant and ax
tension of our vehicle and assembdies
progrommes &5 wall as modernisation of
prodisction faciities,

In West Germary mvesiments by the
Volkswagen Group amountad to DR
4,324 million; the proportion scoounisd
for by foreign countries cama to DM
268 milkon or 5.8%, The additions to
l=asing and rental assets, which are no
kanger shown ungder capital investments,
amaountad to Dk 3,318 million, that i,
21.2% abve the presvious year's figure
owing (o the expanding leasing and ren-
tal busmess. A major contribution was
made by the subsidunes VA G Leasing,
VAG France and interRaent

During the year under report Valks-
wagen AG invested a total of DM 3,532
million, Ok 3087 milban of which was
accountad for by tangible and intangibbs

13
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assets and DM 365 milon by financial
invastrments, Imasimants n tangibla
assats particularly related (o the Passal
successor and the exTénsmd modaimiss-
tion and sutomation involéed. A total af
DA B30 millson was spant on this

Anodiir mapt ansa was the develop-
mani of nenw gearboses, Through intro-
diiction of modern production methods
such as the Hawblo body shall produc-
tiom @nd the Tull-scale produection of
large plasthc pans al the cuter skin therms
harde bein impeovarmeants in the guaslity,
flexibdlity @nd acondmy of production,

Additions 1o inancl assms consisted
cheilly ol inecinans of cagital in tho
ALUTOLATINA group, Volkswagen de
Mexico and interRent Autovermietung
GmbH, the purchnse aof mom shanes m
A domesnc salEs contre, thi Sakting up
of thie Lizanne Investmants M. and an
improvement in the capilal structems of
the joint ventune Shanghai-Vollsswagan
Automnotive Company, Lid

Group resuft
at previous year's level

Tha financial statemsants of the Valks-
wagen Group and of Volkswagen AG for
thae hiscal year 1987 ware prepared in
accordance with the regulations of tha
new accounting legiskaton,

For the fiscal yaar 1987 the Volkswagen
Group shows @ reault of Dk 598 mdlion
witich is 3.1 % up on the priviows year
The madn contribulor was Volkswagen
A6 with a surplus of DMV 494 million,
compared with D 485 millon in 19806,

Tha COMpanes I'I'|F.|I'||.|f.'-||_'t:u:l||1|_:| in Eurpa
achieved positive financial resulls owing
o the favourable economic Siluation in
the autormobile industry — weith e ax
capiion of the SEAT group which s still
showing a loss, although it did manage
to signilicantly reduce tha loss com
pared with tha prEviCus vear as plnnod

Earty akmichuy for th meiw Passat salinm

The distribasting; financing and leasing’
rentsl companies in the Volkswagen
Group returmed a profit

In the Morh American market the Group
Companies showed various trands
Whilst Volkswagen Canada again made
b prafif, "l'i:dl:._*iwipgun of America showed
8 negative resull owing to the heavy
drops in sales. {he increasing level of
Compefiton and the strectuinl measurss
miroduced

Tha eamings situation a1 the Latin Am-
Bncan subsidianes was chamoienised by
the still diffeeudt parameiers, Insdegudts
Hvemment price permits, simultaneous
Parial deregulation of prices for pro-
Huats for further processing and the
Bver-valuation of the national currencies
led 10 & negative result for AUTO
LATIMA, Ap Volkswagen da Mexico it
WIS not anly the general economic con-
drtions which had a detrimantal eHect
but also o two-manth sinka, 50 1his
COMmpany showed a loss for the yaar

By contrast, Vollkswagen of South Afr-
a1, which afani managed (o take an
flbcwe--'wl:rag& shara of the sxpansan
of the domestic automobila markat,
TE'I-U”II_]EI a pﬂ.'lrll

The unsecured foreign exchange items
which had resulted i connection with
fhes fraudulent manipulation of currency
deslings have now been settled. Db
471 million of the provisions totalling
DpA 473 million, which had bean creat-
ad in the 1986 financial Statements 10
ocover the loss, veard ulilsad

Proposed continuity in dividend

Volkswagen AG has retumed net eam-
ings in the amount of WA 494 {485] mil-
lion, 'which, after transfermng DA 130

i

rmullion o esarves, parmits proposal o
the Aningal Meating of Stockholders of
payment of a dividend of DM 10 par DM
&0 ordinary share, Taking the DM BG3
tax credit par Db 50 shane infe account,
eligible holders of adinary sharas will
be entitled 1o a total of DM 15,63, Each
prafarance shar atlracts DM 100 exira
dividend and thus a 1otal of DM 1100,
Together with the: tax credit of D 619,
each eligble shareholder will recave a
total retwrn of O 1719 per DM 50 prat
erence shangs

Frmjlm wﬂmmmmmﬂ:

Thie Board of Management proposes that the net eamings available for distnbution
of Volkswagen AG be appropriated as follows:

Dividend distribution on subscribed capital of

Eibd 1,500 rillion

af which
on ordinary sharss
on prelarence shifes

Balance
(emrmied forwand)

Met pamings aveilable for distnbution

206,000,000 Dbk

AL OO, Ca00h Cib
656,000,000 DM

1,606 884 DR |

307,605,864 DM |
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Management Report:
Volkswagen AG and Volkswagen Group

Development in the current year
el i

Thes modest growih m the world econa-
ry i nat expactad to flathen out during
tha first hall of 1988, Howenver, unior-
ssaable influsnces are resulting from
foreign trade imbalances, exchange rate
risks with the Amencan doflar and from
tha financisl markets. The Amearican
Beonomy 5 eoelving additional impatus
on account of 1he Doast 1IN Bxport activ-
ity. A% far as Japan and the West Euro-
pean sconomies ar concamsad, includ-
ing WWest Garmany, the sconomic trend
will mgain ba depandant an prvate con-
siEmipticn, whensby the Jopanesse scon-
amy Wil showy 3 haghée fale of growth
because of the large reserve in domes-
tic demand. On the ctber hand, damp-
ening influances could onginate from
tha raduction of exports dus 1o the de-
valuateon of the dollar,

Aftar five years of upvward movement
the automaobile mdustry In Europe i
néwy approaching the peak of its econ-
o oyche, Backed up by a favourabla
trand in real incomes and new Volks-
wagan modats; the vehicle sales of the
Volkswagen Group i this region will
again taka a positive course, Intemation
alisation of our sales promotion will also
be a contributing factor

i thie aulemobsle leasing and rental Du-
ginass we miend 1o place the acinabas
of interAent and Europear, the subsidi-
ary @l tha Belgian leisure and tranvel
company Compagnie Internatbonaly dies
Wagons-Lits et du Tourisme 5.A., on a
pommon European footing.

In the MNoarth American markat we ax-
pect sales to be evan mora difficult in
this ligght of the structural upheaval in thi
automobile ndustry and the aver in-
CEGIcG compeatition

In Latin Amenca wa are working under
conditions whech make it difficult to plan
activities even in the short and medium
term. Meverthaless, demand is baginn
ing o stabilise at a kow leyel. Tha
change in the restnctive price approvals
pohcy bor motar vehicles on the part of
thia Brandian government also contri-
bules 1o the improved eamings Situa-
tion. 1115 now possible again o sel
prices &t more realistic levals

16

In all the athes markats in which the
Valkswagen Growp is represantad thara
ane lkehy 16 ba increases in sales in
1988, This includes Japan, wheres we
mtend 1o furthar intensify our working
togather with the Japanase Volkswagan
and Audi importar Yanase in ondes to
strengthen distribution. The aim is to
inke batiar advantage of markat poten-
1ol

IERNEREGRITE

"1'-r1|1

policy will depend mone than previously
on implementing advinces in: produciiv-
iy, With Violicswagen, Audi and SEAT we
shall continue to meet the many differ-
ent challanges on the basis of dynamic,
long-term strategies in ordar 10 further
strengthen the pasition of the Volks-
wagtn Group.

We assume that, unless thera is an un-
foreseen significant deterioration in the
Siuation on the world economy, tha
Volkswagen Group will again in 1388 be
abla 10 maintain the high sales and pro
duction figures of the previous years by
offering & comancing and wide range of
Models. Chwing to the constant changes
N the conditions under which we com:-

/.Eﬁ._-b L@M@aﬁe
,{HA/M-P/W'JW VA

Wolfsburg, March 15, 1

The Board of Ma

-



Further Information about the Fiscal Year

Finance
B 0003 ok
(o :j‘;‘_-‘-?‘-‘-‘?f

The financial statements of Volkswagen
AL and the Volkswagan Group for tha
fiscal year 1987 were prapared for the
first tima according to the naw account-
ing lagsslatian which came info effect an
January 1, 1986, The presantaton of the
financial statemants for the previous ye-
ar and of the tables derved from them
has beon adusted accordinghyt The
Statement of Earmings was based on
the cost of sales method. Fiscal depre-
clation which exceedad tha limit im-
posed by commercial law was no longer
deducted from fixed assets but shown
a5 special ilem with an squity portion,

The course of business during 1987 was
alsa refiectad in a rse i the balanca-
shisat total for the Volkswagan Group.
Total assets rose by DM 2,348 milion to
DM 44,081 million, which corrasponds
to a rse of 5.6%.

Cumiant assets remained virtually Gon-
stant pnd tha incréase originated from
fixed assets which rose by 12.5% to
DM 19,479 million, This reflacts the high
level of capital investments. in tEngible
asgsels, particulary for the new Passal
["Cheantum” in the United States) at the
Emden plant, and an anlargement of the
Tlegt of leasing vehicles,

The peoportion of the balance-sheet
Iotal accounted for by fiwed assals
amourted 1o 44,2 9, compared with
A5 % in 1986 Tha fse in curmant as-
sats 1o DM 24,582 milion was only min-
imal though and this caused their pro-
portion of the total to fall from 58,5 %
io-BS BaL.

Inventorias were lower but recevables,
ncluding other current assals, wene up
on the previous year, whilst liquid funds
remained at & high level.

The: change in total capital was chiefly
due 1o the further increase m stockhol-
dors' equity by almost one billion (DM
291 million] to DM 12,938 million. Apart
from the special items with an equity
partion in the amount of DR 2,212 milli-
on, which are regarded as stockholders’
edquity, consolidated rasarvas also saw
an incrpasae of 7.7 % to DM 8,496 mill-
on, The proportion of the balance-sheat
total accountod for by stockholders’
BQUity in fing with international levels
Improved again by 0.8 parcentags
PoOINts 1o 29,4 %.

Accordingly the peoportion accounted for
by cutsida capital fefl from 71.4% 10
10,6 %, whereby within the due dates
Strictune we managed to achieve a shift
from shoet-term Eabilities 1o medium-
e liabilities.

Favourable balance-sheet ratios

The key balance-sheet ratios for the
Volkswagen Group again remained at a
high leval in 1987. Daspita the substan-
al increase, with 100.8 % coverage, we
wore abda to Hnance (oed assals antee-
¥ with stockholders' equity snd long-
term cutside capital

The favourabie balance-shaet structures
are also reflected in our short-term [i-
Quidity; Liquid funds plus short-term ra-
Caivables and loans in relation to short-

t8rm outside capital was 91.5%
(93.2 5,

Development of short-term liquidity of the Volkswagen Group {in D4 matiion)

Additions 10 fixed assats
and intangitte assats
Additions to financial as5815
Additions to keasinn and rental assels
Decrease in nventories
Incroase in long and medium-ierm
raceivablas
Use of funds

:Nm EEmings

Depraciation and disposal of leasing
and rental assets

| Increass in providions for pensions

| and samilar obligations

ipcrease n special tems with
an Equity porson

Current operations

Dwidend payments to stockholders of
Volkswagen AG and minonies i 1987
[norease in long and
racliurm-tesnm labilitas
incraase in Gihar ems
Financial transactions

| Change in liquidity
| position

Lbguid fumads
Cacumting
Shaort-1aam reconvabies
and financial &3sals
Shart-tesm labilitias
and undetammned [B@imlites

Change in
financial funds

Changes in reserves not affecting liguidity

Depreciation of fixed assets, write-down of financial
assats and disposal of assets minus wile-ups

Dec. 31
1987

8,135
426

7162

17.184

= {4,430
- 162
— 3.8
+ B4
— 1.003
Db
+ 4,291
+ 2470
4 £H85
+ 3
+ 17
= 307
+ 1,140
- 286
Dec. 31

1086
8,653

364
7,437
17,548

—B8.723
+7.34b
4+ 1,118
— 266
Changa

418
+ g2
- 2I7b
+ 365
= 0o
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Finance

Financing of capital
il'_lmnh out of cash flow

The still high lewal of capital investments
was antirgly inanced by self-genermted
funds (1061 %) and tha cash flow of the
Volksvagen Group increased by 13 8%
t DM 4 874 milllion as sgainst the pre
WO yar

Stable earnings situation

The fevourable sales sitvation of the
Volicmwagen Lroup was piso mflected in
e structure of the Statemaent of Earm-
ings. Although manufactuning costs in-
creased by 3.8% 10 DM 48 526 million
owing 1o the continuing demand for
mare expensig vehicles and featunes,
they remamed — despitd a weaker dal-
lar rate — wertumlby unchanged at BE A %
of sales proceads, which s 3.5% up
Consequently the gross polil saw 5
1.0% increasa to TV 6109 million

Lomparad wath tha previous year the
results from ordimary business activilies
mcreased ssghihy 1o DM LED malion
After daducton ol the lower extraond|-
nany loss and of taxas, tha Yolkswagan
Gmip showed nét sarmings, totaling
OkA 558 million (DR 580 millicn)

20

Added value analysis
of Volkswagen AG

sates of Volkswagen AG amouniod to
LEh 43,1599 milkon, an imcrease of 5.0 %
ar Dk 2,085 millian on the previous ye-
i, After incheding other mcome totalling
[ 2,735 millicn and deducting ex-
peEndiiumms of DM 25,192 malion, which
W maenly due 10 cost of matenals,
tha Solded value of Violkswagen AG
cama o DR 10,742 million (- 9.5 %)

This result reflects the economic per-
tormance of Volkswagean AG and conats-
tutas 15 contnbution to West Germany's
gross natonal product. It 1S distributed
o siockhotders, stafl, the State, cred-
tors amd the Company tsell n compli-
ance with legal and contractual oblig-
atons

Sources
(DA millioing

1487 158t
Sales 43199 41134

plus othar incoms 2,736 2481
lgss supanditures 35,182 33820

Added valug 10,742 8,776 |

Distribution of added value

Moat of the addad value, DM 8,526 mil-
lion or BH.6 %, was distributed to staff
The tax payments of Yolkswagen AG
arnountad 1o DM B39 millkon represent-
ing a B.0% shane of added value paid to
the State. In the past fiscal year cradi-
tors recened DM 83 milkon (DM 86 mil-
oM 53 thair proportion increased By 0.1
ol & parcantags point to 0.8%

Of the remaindar ol added value DM
188 milkon or 1.8 % was iransiamed o
resenes in order 1o strengthen the
Company's equity base and securs its
future, Together with the profit brought
larwand from tho previows year DA 180
million was transfermed 1o resarves. The
total amount of dividend, DM 308 milli-
on, 10 be paid to the stockholdars of
Volkswagen AG is the same as the pre
withEs year's figure

Distribution
DM milfon)

1947 8575  tosialf
638 tothe State
B3 1o creditors
183 o iha Company
308 o e stockholders

1086 8,738 tostaf
459 o the State
GG to creditors
178  tothe Compamy
JOE  to the stockhodders

S
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The Major Companies

within the Volkswagen Group

December 31, 1987
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Europe

— e
—_—— —
| AL AG WA G Bredi [ Seciedad Espancla de
Eln_-;r-_.l-:rgu'll Bank GmbH fatomidralas di Tuksmo,
| DM 215,000,000 || Brunswick = 154, Madrid, Spain r
859 % D 300,000,000 Paas B0.000,000,000

100 % 76 %

YAG Leasing GmbH
Brunswick

D 300,000, 006
) B

Zoal Leasing GmbH
Hrungwick

i ED00, D00

100 %

miRant
ALbsermieung GmbH
Harrbug

LA &5 D00, 00

100 %

imarfan 5.4
Brussals, Belgium

imtarfent Trucks 5.4
Br=sals, Belgium
bir= 1,250,000

0 5%

bfrs 71000, 0040 e
0% —

———

Coat B
Bank GrogiH
Beunswick
O 3, 0083, 000
W0 B

WA G Trarapart GrmbH
Wollsbumg

Ofd 2,000,000

100 %

YOTEX GmbH
Daieich

DM 1,000,000
100 %

Firsaresera SEAT,

S8, Madnd, Spain
Pras 8,207 230,000 =
100 %

——

vokSwantn Bruosias
5.4

|| Brussals, Balgum .Jl
brs 1,925, (00, 000
00 %

Coordination Center
Valkswagen 5.0
Brusgsals, Belgism |+
b 2, Co00, D00, 000
W00 %

e

TAS Tvomica
Airomobila Samgen
L Viogosca, Yugosiava
Cin 3,503,355 31
49 %

=

Overseas

BT

Stbacribed capitsl DM 1,500,000,000

T1ant locations: Walfsburg, Hanower, Kessel, Emdan, Salzgittes. Brumawick

-—|_|_-_
VAG Sverige AR

] Bk aq__mu_m_-l

T .
TEE, Swasdan

4339

5

-'l"—-—\_

YAG Stockhoim AB
[‘U‘ﬁhl'u;-lm_ Swaden
Skr 22,500,000

')} iy

L]
=

Other Companies

Voralco Lid

Toronto, Ontano, Canada
Can & B.700,000

30 %

T0 56 HOLAD

—
-‘_‘—I_
:""l-'r"rﬂ*r-;'GFiﬂlhm Epa Volcmwagen of Amerca, Volkswagan de Mexsco,
i, Italy Imc. 54 da CV
e :;m.mn.um_nm || Troy, B, LISH || Puetla/Pue.. Maxico
I USs § 242000003 Mox § 225,678 537 000
100 % 100 %%
e, _—
-_-—-_
VAL Franca S VW Craddt, Inc. | Valkswagen Cormarcial,
Fi"'ﬁ France Troy, ML, USA 54 de LV
=1 .m-:;.mn.mn LS % 100,000 PueblasPua., Mexico
! 100 % Mex 5 80,000,000
100 %
H
e —
YAG Financement 5.4, Walkawagan Canada Ine. Volkswagen Laasing,
FF ;‘l] Frango Taranta, Ontaris, Canada .4 da Y,
T7e 'fﬁlm || Can § 500,000 Puabla/Pue., Maxicg
2:-1 % HALAD 100 % Jl'lﬁ:luu: 30,000,000
Aoy
5 VOLKSINAGEN AG

Valkswapen of

South Africa (Fiy.) Led
Unenhage, TP

South Adrica

B 9,362 850

100 %

AL teiatng

Camdircio, Mapioos &
Participagies Lida
Lo Pauk, Branl

Cz % 15426,230 1458
hi %

|| Arenting

Autolating Argentng
S.A4., Buenos &iros

#5570, 000
Bl S

Producing Companies

— Diatributing Companias

Valkswagan of Migeria
Lid , Lagos, Migaria
M 23,000,000

45

ohangna-Volkswagen
AUtornolive Comparny,
Lid., Shanghasi, China
RAMB 265,000,000

60 %
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Distributing Companies
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1857

11,386

|9H7
414 481

433,670

&4 953

155,488

=
1937
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Companies within the Volkswagen Group
Europe

Leading position in Europa
consolidated

in Europe the bubvancy of the automo-
bife inclustry continued in 1987, As a
rizsuilt of the sharp rise in prvate con-
SUMEPTIoN, NEW DESSENgET AT registr-
aticns amounted to 11.9 millien walicies
[+ B6.3%), a new record |level

The Volkswagen Group was able o de-
rive above-average benefit from tha ax
pansion in the autormobida business on
accaunt of its attractiva range of modas
iy tierms of technical features and

Dyt =

mie A el
10683 Bl ot

Wolkswagen Group in

cpualdity, This expansion, 1o whach e &n-
tine ranga of products contnibuled, 5 the
result of systematic implemantation of
our three-margue: Strategy: Volkswagen,
Audi and SEAT,

The models worthy of spesczal mos ntion
are the Golf, which has bean the best-
salling wahicla in West Germany since
1975 and in Europe since 1383 and is
still enjoying growih rates, as well as
the exceptionally sucoessful new range
ol Audi 8090 models,

A major contribution has been mada by
the Spantah subsidiany SEAT, whosa
fises in sabes even exceaded hgh ex-
pactations bath in the domestc market
and i othér European counines partiou-
larky on dccount of the successful fbiza
rmadel. Spain thus became tha sacond
most imporiant foresgn market in Europa
e the Violkswagen Growp atter taly,
folknwed by France and Great Britain,

Share of domestic
_“"l-_llhl;t increased again

Enhanced by the reanewed rise in real in-
Lomes and by virtual price stability, priv-
3l demand (particularly the increasing

iNterest in low-pollution vehicles) contri-
buted to the fact that the automaobile in-
dustry remained a major pillar of overall

Economic development in West Ger-
n‘r.an-,-

New passenger car registrations
Amounted to 2.8 million vehicias, that is,
2.7% above the previous vear, thus

In West Garmany the Volkswagen Group
achieved a sales increasa of B.0% to
o6, 060 vahecles, which was wall above
the average for the industry. The rmarket
share accounted for by our three
margees thus saw a se to 30.1 %
(28_.8%). ol which 22.2% (23.1 %) weara
Volkswagens. Audi and SEAT managed
1o irmprovie considosably on thair market
positions at 7.5% (655} and 0.4%

(0.2 %) respectively, OF the new regist-
rations of Group models B1.4% wane
lena-podiiution vehiclas.

Bitaining a new peak. This development
WaE charactersed by 8 3.7% rise in
=les of domestic makes. At the same
lime, the number of rival foreign makes
Was stagnant (4 0.1 %)

Since Febreary 1987 all the Ausdi vehi-
cles, and since MNovembar all the Volks-
wagen passanger cars fitted with a pa-
trol engine, wara available with a catal-
yiic converter as standard. The Volks-
wagen Group, which was the market
leader in 1987 with a market share of
20.6% of all the new reduced-pollution
wehicles in West Gearmany, demanstral-
ad s sanse of esponsibdity towards
the emaranmient in s mnga of pro-
ducts. Morsdver, many Cusiomars driv-
ing vahicles without a catalytic congr-
fer have taken the opporunity of having
one fitted

Seif= ﬂ I m

Mg far as commercial vehicles are con-
camed, Yolkswagen was able to achieve
a grosvih rate of 3.3% o 64,237 units
sold b the category up 10 @ Ikansed
weight of B tonnes and thus maintain i(s
clear lead over competitons with a mar-
ket share of 39.3% (40,7 %). However,
since demand for commencial vehicles
s 3 consideralble decline; particularty
in tha LIS markst, shart-time sorking
became necessary at the commercial
wehicle plant in Hanover
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Europe:
VOLKSWAGEN AG

VOLKSWAGEN AG — looking to the
future with the new Passat

I tha markets it serves, Volkswagen AG
dedivered 1,782 831 Volkswagen venices
= 0,3%) to customers, 1,618,534 pas

senger cars [+ 0.1 %) and 163,302 hght
pommercial vehicles (= 3.6%). It-also
handlias the worddveide distribution o
A

AL

b Vlest Gesmany delveries of Yolks-
Whgeh passengir Cars 1o CUSICEMerS
amounted to 624,273 (—2.0 %), winch
was virtually the same as tha prirfous
yaar's high level, it was the Gaolf with
360, 758 units [+ 11 %) which agan Tar
and away excended the sales Trgamies o
all tha othar Group modal anges. Sakes
af the Polo showed Bn above-ansriga
risa of 7.1 % cofmparea wilh the (o1 ¢ ]

neyy paASSEnNgEr CArS regisiened

I tha Yast F:Jr:lFrl".':l"l VLA MAkRIs
Volkswagen defivenas to Cuslomens
acmn fose by 2.8 % to 674,218 vehicles

Furthar successes wan achisvad ahove

all i tha |.;|f'|_:'|_-'_=- markats ol italy, Spain,
France and Great Britan

Thie Passal Vamnant recenved a umgue
gward i the year ol 5 model changs
0 ear |-_'|-_.ln:1i|:;.l_r, fraim all ovar Europs
mnd the readaers al Aute-Zeitung” volod
this model the best famity car, whereby
it wias particularhy the high level of con-

wemsence and comfort, the relined gual
ty and the high nesale valse, as with al
Volkswagan products, which were high
fighted. Tha firs1 placa of the Golf GT1 1
the compact sporls saloon class sansad
o round off Volkswagen's Success

I addition the Gotl was the undisputad
wictar in s clgss of the readership

compatition “The best cars in the world”
In the magaiine *auto motos und ':'-I'J'U”L

Research and Development

Passat —
& new dimension in driving

e 15 Isunch in 1973, that is, 15 yvears
200, thema have been 4.2 milllion Passat

Cirs made, a figune which speaks for it
Sl

The new Passat, in which it is only the
name which s connacted with tha old
Modal, i5 designed to lead dn from this
Sccomplishment and momover gain
NEAY custarmees Valkswisgen has am
Ployed its entim waealth of ability and
':“n?-'n--hn'.'u.- iy chenvedoping and designing
the nevw genaration of Passat and the
MBLl it i3 now presanting is a vehicle
Wiech meets the highast standards ol
Briginao: ng, guality, acanomy. cosmlort
andl minimusn ervironmental pollution

In terms of Its characiensics the Passan
has remained 5 typicol representative of
the advanced, tend-zatting Volkswagen
philasophy Bnd conslitutas the altemative
o the successiul Audh BOSB0 modals

With resgard B Spc s ness, Cormihan
and convansanch tha néwly divelomed
Fassat 12 saTinn new standards in the
middle rangpe, This hes been possible al-
20 48 0 msult of smplemeantaion af tha
fransyarss engme concept which has al
losvind wis 10 take full advantage of this
design in tarms of spacious intenor

Tomake the Volkswagen and Audi ranges
more différent from one another we have
not only mitroduced differant anginearing
but glso different Styling in ontder o address
different groups of potentsd cuestomers.

s - typecal Audi model the &sdi B0 kas
& marked similarity (o the Audi 100 and,
with itz defmite sportiness, eonstitutes
a vehicle for the individualistically in
ciined sporting drvar.

Lin account of 1S enonmoLs Spacus-
ness and the great vanability of s inte-
tior 1y new Passat = an oxcelent {ame-
Iy saloon with & I||!_|5'. gl ol technical
functiomahty a car for a widd cusiom
Br group, | hine with the Yolkswagen
TR

The s TRTSarse I':':'n-\.:'III'IF'_. CONCRDT par-
s an extrermely kww-profile angins
bonnet, whoroby the Passat has been
green 8 new ronl swithout radagtor grilie
Tha excepbonaly GErodynames desgn 15
alsD conbnyEd in the roundad Smapea

== PASSAT [




Research and Development

and the larmoe flush windows, 50 thal the
yahicle schigves the iow drag coalficient
ol 029, The Fassat B thus one of tha
most streamiined cars in 15 cllss, With
considerably reduced fusl consumplson

And NOISE laval

.ﬂnupﬂn;e au début des annéfly, 98 Wi
une refonte compléte qui, 8 e ! T
u-’htlu-gi E

[hE' Funning gear 15 also state-of-the-ar
tha convarsion ta 14-inch whesls [15-
iNch on request) and targer brakes, &n
trlended wheslbase, a widar track and
M nevyly designed track cormecting
torsion beam trailing arm rear axle
Bhsire gxamiplary road holding and
satety. Another contributing factor is the
WW-ock braking system (ABS5) which s
offered a5 an option for all the varsons
|.'|| ﬂ_l-':,i_"-"-".

The high leval of running gear Wchnol-
Doy 1= complémantad by a ninsly deve-
Ioped manua pearboy, modaem oEntra-
I'_!'-‘EU Bctncs, @ luxury headtng and wen-
tlation system, and air conditoning if

MEgpuEng

.

- £n France,
Ne 3 volumes et g

BHEIIJI:‘!:ILI_;J- plus ro
Un capod avant p
l-‘||'.'nu|1.|§| & caland
Eal B est sl
deme. e refroid
U rgter & i
das e o air sin
Fl]rﬂ'{‘hm:‘a
Fsasion o'air du
Buices & lru-.rumJI

A kay papect for the customes will ba
the fact that the car is 50 ea5y 10 S81-
vice and maintain. On the Paessal thas
advantage has baen achieved by em-
playing the modam, low-mamtenance
angenearng of the naw Volkswagens
I enaures melabdity and safely in Gpara
hon with anly & minemum of manlan
ance plus a reduction in enning costs
Brought bt by Basy-ID-Sarvioe wiall
arranged assembles

Tha extensiva guarantes packags for
the new vehicla includes:

— 1 year of freadam from defects with-

out any km limit
— 3 ye@rs guarantes on paniwork
— @ yaars’ guarantes agains! nesting
through

Maturally o complotoly mns r_:ll_'-:;.lgrl o
wizhicla akso calls 1or & Mt angifd pro-
pramaa. It filale i Irowm tha . 1,8 Binas

B3 kW (72 bhp) carburettor engine with
I'Il:"'|-rE'gL=EI|F'I:| I'_'.':|r.3|'|-'lll'. Comverial
through to the high-tech enging of tha

2.0 litrer 18-valve modal provading 100
kMY (136 bhp) and a top speed of 206
km/lh. It also mchides the 1.8 med66 KW
(90 bhip) angine with regudated catabytic
converter and mangjet iInEcihion system
of, & T8 litras P8 KW (107 bhp) fual injec
Hhian @ngeng with LGN T [an alacimd
cally controllesd gmton I_|rr'|'."-;__1."Iu|_|I FrK=
fure preparation systam), Tha 1.6 litra/
B3 kW (20 bhp) turbo digsal engine with
':Imrge' A LOOHNY and ([ 8 i sty par
Iormanca HOVIOESs 3 Sporty aconomic
Hilarmadtvd 1G5 i |:a_1|r\-:_'\-| fngune

- en Tk, 2
"B 3 yolumes 62 Varam
Plbveak], ne sem plus
iimporsbée  gu'en B
moutirss I volumes of
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Product progress —
yardstick of innovation

&% 5 result of reseanch and developmant
work v were again abls 1o introcuce
product improvemanis which have ied
10 an increase n satety and a reduciion
n e&mdronmental pollution thraughout
the antire ranga of mibdeks

Tha permanent olkswoapen al-wihsel
*mymicrn” dive has proved successful as
1 superior drive system, Al the heart of
this concept with slip-Sanddng power
diatribution, the viscows coupling. Volks-
wagen has bean a peonsar. This neliabla
technology . =il baing offemd on the
Commercia and on the Goll, &5 now al-
so avaiable on tha Jatta and SoG0 on
the Passat

Alongside the Scirocco &hd the Golf, the
Jetta is now akso available with the suc
ceasful 15-valve engins Thus this mooal
siso offers moreased parformiance withe
out any mead for extra Ere .o pacaty,
wath improved fuol utilisstion and Bss
environmeantal pollution, As for the Pas
sat syncro and the Commercial serigs,
madel upgrading has included the intro
dusction of a fully alectronic anti-lock
braking system which meets our high
requeements n erms of quality and
5.;!!-:-.",.' n tha GI_."'H and Jetta classes oo
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Further developmant
of the engine range

Iri tha engines sector work was focused
o meating (ha wodthwide exhaus
emissson reguiations. Althaugh many of
our angines alraady provide figlees
miuch less than the noccous suhsiance
limits which are low in soma countries,
tha further reduction in exhaust amis-
seons and the extension of our renge of

loye-podlution angires SN constituted
& major part of our development work

& large role has also been played by e
prowing engines nov in series produc-
tion and daeveloping new engines and
gearboxes, In the case of the patrol an
gina vahlelas the use of DIGIFANT fech-

nology, which serves 1o oplimise air/fuel

g And Kgnition, was ectanded

Diesel / Elektro - Hybridantrieb

;'-Iﬂﬂl:l_. Eomponent for the engine range
Yah kswagen is the G-charger.

'Zlusl Arger engines combine compact

h an angd high performance. They

IJI.?,-E 2 gh level of efficiency and dis-

m 4 Very high torque over the entire
ge of Bngine speads.

®

naerator

Schwungschaibe
als Elaktromaotor/

Kupplung |£ Kupplung

il | 1

The electro-hybrid drive —
a trend-setting concepl

A key itemn of research has for vears
b=an the development of altermative
diviz Systams with which fued consump-
tion and omissions an educed and
themafare 4 conthbutsn i misde tow-
prds relioving the emdEonmant,

wfter mathancd hisd baen axamined in
the past in vanous sddithas for convan-
tsanal fuet, an electro-hybind drive, com-
prisang a dacoupling 37 kW diesel en
i @nd & 5 kW electric motor was
developad in collaboration with the
Bosch company as a potantal altérna-
tive and put to test in a Golf

The engine and the motor are controlled
Vid automatic couplings so that at low
speeds, and tharehore in city traffic, it is
meainly the edectric motor which propels
the wehicle. The cutput recessary for
accelerating and achieving higher walo-
cities is crested by the diesel engine,
Fuel consumption in urban amas can
theraby be reduced o 2.4 litre per 100
km, this reducing the already bow nox-
ious substance amission of the diessal
enging by hall. Moise emission is also
reduced. A5 8 plonoering concapt tha
electro-hvbrid drive was mwarded the
spacial prize for environmental protec-
tion in e contaxt of the "Grand Austr-
an Automaobile Prieas"

Large-capacity computer
to simulate tests

Iy mid-1887 a computer.wis put into
oiperation which is opening up now di
mefstns in the simulation of tests, Itis
& System which can work up to 200
times faster than conventional Industrial
CoImiputers

The fiedds of applicaton of the mew
compuiar nchude the ssmulatsan of alr
flony past vehicles, behmviour in crashes;
enging resaarch and testing wahscls da-
sign

Vehicle development and resaarch & 1o
be accelerated by the use of optimised
computar rradels. Tha advantags of
such modern methods of computing is
that they can be wied 6t 8 timea kong be-
fore paper drafts, bodywaork tools o
v prototypes axist

33



Production

o}

Restructuring production plants,
new production technologies

With nevwy production methods and mea
surss to improve the organisation of
wiork, major steps were taken again in
19687 1o maintain compatitoness at all
Vipdkswangen AG's plants

Imvastmant focusad of ThE restruciurnng
af the Emden plant for the new Passat
The now achioead level of fexibility per-
mits us 10 cormvart prodescison o diffar-
ant vahicles in & minimum space of
tima. This means that wea can respond
rapidly Lo markes siluations and Improwve
utilisation of poduction capacity. We am
this not ondy taking account of incréas
ing requerements in terms of profitability,
productnvity and product guality But @156
of an imprevemant in ywork Concdithons
and environmental pratection

The nens flecdble body shall shopat Em-
den is designed in such a way that in an
interlinked systam of Righ-volume veeld-
ing machenes Bodyweire parts can ba
walded {ully sutomatically, The combi
natien of clamping and welding robols
PEITIES, Wihin A SNOTL space ol tima,
peoduction of a different or a nats el
withaut amy magor capital investrmeants

A further step towards Hexibility of pro-
duction is daulomation systems in-as-
samibly. Automaied gaarbox assembly
at they Kassel plant permits adaptability
with regard fo programme changes and
confinuous utifisatson of eguipmel

Information processing
N production

i boost praductivity o CAL (Campurt
Alded Dasign) system was developed
BUr design depariments which intro-
duced aytomated design of deep-draw:
NG tools

We alsg bagan implemanting a CAD
Hregrammirme for factory planning which
BUBnorls rationalisation of tha plannang
Brocess and thys makas o conbibution
Inwvards refducing wvasiment tme

Fiarthe computer-aided means of pro

duction are used at our new teaimaking

SECtion in Brunswick, Machine tools

“onnectad up via DNC {Distributed Nu-

Mmeérical Cantrol) are directly linked to the

fontrol cormputar which processes con-

trod data, this optimising work: proce-
urias
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Quality Assurance

Quality knows no limits

Cua Iy DDES MOy arnse Iy chanca, nar
1 v from the skall of &

oam functionsl de
cormect choice of material
the result of collaboration between peo
ple who have sat themsalves the aim o
mieating the ever inCreasng ragusnt-

ments of the markst with ratienal

TS AriS

It is a task of I.'||.I-J|ll=|' ASEUANCE, 35
customer's advocate, (o ansene that owr
products meal the hgh qually oxpect-
i wiwltheeida, 1T was thisrelons pos

sible from tho tart 10 manutactung Ho

% ol =EAL I Fomplong a1 the sime e
wil of qualty 1o which thi cusiomess ol
'.'l.-'n'll'_1r_:a_.'-§_1 prochucon arg acousiamod

EwirsaEie 1 1 worll Volkswagen
guahty = based on tha same standands,
BIFTYS BN |:'"!|'I-:ir"|l5' and even if tha in
struments differ .’Il'..'."lr!'.lll":!] o loCal Con
diticns, stendarmds do not. A high level o
qualkity talls partioularky for close colla-
boratson betwean gl these concerned
S1arming from research and devalopmant
e ..'f_fl"l L0 DUl SUPERSETS

#

In thes manufactuna of the nesw Passal n
Emidan maasunng methods ans bamg
usad which have 50 far only bean appl
oo culsde the automobile dustry, for
gxample i tha arcraft industry, n ship
alding and i land survey swork. By Enk

ing @ look Al eomplataly diflarant disc

.
TEERES
EEERLY

pliress win have baen able O spply In
violkawagen's quality assurance a lechy
nique wmch checks compiele produc
tion facilites for compliance with tha
anacified dimengwons and shapas ina
fraction of the time previously reguired

This new electronic mathod, atso called
the theodolite meaduring t&chnigue, irr
proves guality and productivity st Volks-

wiaen oy raliabda adhamence fo you

srmaller todermncas, Cuality control /s al
50 perfommed on the finshed bodies by
flexcible measuring robots, wiich 15 &
further innovation, This techniciee will ba
used waorldwide

Purchasing and Logistics

Improvement in material flow

Toguther with selected supplisrs, mate-
ral fne control projacts hava baan im-
plasmisniad Wwhch secund the supply of
our plants despela an Increasing vaneaty
of products and parts and reduce inven-
tanad bath at the RuppsEr's and at
Volkswagen

When production of the Passat was
launched at the Emden plant it was pos
sibda by selocting suppliers near the
plant o 2ét up a vertually invantory-lasg
o “just-in-trme” supply of materials,

By syncheonising thi flow of production
and matanals wilh Supplying companies
and by hinving prg-issambled compo
nants delivared 1o the assambly bina in
corrpct order the Emden pan O I0G
plmost without any inventory of ins own
Apart from reducing cycle time these

pr oGS atsa callad for 10inT plsfning al
o impeoved CoOmMmUmCaton Sysinm and
minA QUANTY ASSUFENCE MBasurss Such

popacts make Doth theé suppliers and
Volkswagen more compatlive and ane
themfore of mutual benalit

&



Environmental Protection

Environmental protection —

an unceasing quest

Iy times of Scancer resolntoes and n-
creasing compeatition, emaronmentad
protachon 15 gaining miond and more um
portance and 8 simultaneously becom-
ing a key corporate challenge. Volks-
wagen has tackled this challenge parti
caflarhy by further restricting noxious
armissions through improved mathods
of production

For axample, the solvents eacaping dur-
ing the drying process of sprayed vain
cles are burned in so-called “thermal m-
cinerators”. In futura we shall be largaly
raplacing solvents by water in this tech-
nically elaborate and cost-intensive
mieihod of air cleanendg 10 order to fuir-
thar meduce the ewad ol noxious sub-
stances. To test the ming tBCHIMQUES
Volkswagen has set up & pilot painishop
in Wolfshung which operates under se-
85 conthtons

A lurther point of BMphass in amaon-
manial protection i at the Volkswagen
power stations whare until 12883 consid-
arable resourcat will ba spent on im-
prowing further thia quality of g m the
Wolisburg region

Ciur eflors &1 ervironimantal profectson
are a never-ending proctess in which the
latest findings of research are INCOPo
rated, We work clogsly with universities
and research institutes, for instance mn
1hx following fields:

— Claaning wasts ait from pamtshops
with maCroaiganisms

— fvnidance strategies for spacial
waste matlengts

— Larga-scale [B515 10 IMprove SEvwWege
treatmeni.

These examphes of actnities pursued

constituta, together with the massures
related to vehicles end places of wiork,
Volkswagen's contribution towands pre-
sarving and improving our anvirgnment




Report on Social Matters

Training at Volkswagen

In future the gualification of employees
will play a crucial role @van mane than
previously, and this 18 whiy sducatsonal
sethvities at Volkswagen concentrale on
specialised follow-up training, One basic
prarequigite hes been the satting wp of
a technology training cantre in Brun-
swick in which six laboratories and train-
infg rooms ara used to thach the specia-
hsed fields of elactnical engineering and
coninal anginaarnng

Altar a construction pariod of 12 months
il mctanced trainmg and communica-
thon skills contre "Haus Hhoda®™ was re-
openad, thus taking dus account of the
FENG CApacTy réqueaminits with ragknd
to follones-up training of our managears
and junlor managers

In the field of vocational training the
training cowrsas wers reonganised as a
rasult of a rearrangémant of the indus-
trial matahwork and alactrical trades and
miatched (o st operationas and produc-
tion peocedunas, Volkswagen AG has
filled 1,543 trasning posis in indusinisl
and commencial training, 50 the tolal
mumber of appranticss and trainees has

ristn to 4,538, Thes has played a major
robe in relieving the situation on the re-
gional labour markets

Collective agreements

On Apedl 1, 1987 the "Collecthe Agroa-
mant for Social Security of Employeas in
the Case of Technical and Organisation-
al Changaa” took effect and is dus 1o
ren until BMarch 31, 1992 This super-
seded the previous rationalisation agres-
ment from the year 1968, The new
agraamant contans an emproved protec
ticn of jobs (sccupation and pay) in con-
naciion with rationalsation investmeants
and providas for a suitable trainieg of
amployens, also in the mtarests of the
Lompary,

Mew collsctive agreaments on working
timas and pay vere concluded in May
1887 for the staff of Volkswagen AG.
The new arrangements are valid for a
periad of three years and can be termi
nated on Dotober 31, 1990 for the first
timi. Thery contain a parcantags ine
creasa n pay for 12 months in each
case, in the years 1887 to 1989 from
Mevemnber 1 by 3.7 %, by 2.0% and by
2.5%. Incraases across the board for

Tha referbished tresning and cammunioaman siills cenmre ~Haus Ahode”

TTRs I

irneas” pay were agreed upoen for each
trabning vear and are valid for the sama
Pefiods

The agreements also provida for a re-
fuction in the weekly working time as
of August 1, 1988 by 1 1/2 hours to 37
hiours. The tramning tme was shortenad
Ty 1 1/2 hours 1o 385 hours a week as
of April 1, 1988,

In Decembar 1987 the “Collective
redment on Part-time Working™ was
Soncluded and came info affect on Jan-
Eany 1, 1988, It contains bargained gan-
&1l arrangements and can ba tarminat-
e ony Dotober 31, 18990 for the first
me. Among other things this agree-
Mment establishes a minimum average
Working tima of 20 howrs 3 weak for
Edch month, This also ansures that part-
Tme jobs a1 Volkswagen AG are subject
12 the statutony social insurance schams

Company pansion schema

O Decemnber 31, TA8T 28.210 formes
employees of Volkswagen Al or thair
surviving depandants cened a com-
pany pansion. A% 8 nesult of the statu-
{ory adjusiment of pensions 1o fake
account of the coat of living 10,782 par-
sons eligible for benefits recsived highar
payments as of January 1, 1987

A1 the begmiming of 1587 4 now pension
schamea was agraed upon with tha Jaint
Works Council. As of January 1, 1987 &
reduced scalo of company pension pay
ments will apply 1o new employees
Pension payments remain LFRCHE Figpeel
for all members of statl emploved ol
Vialkswagan prior to this date,

Early retirement schema

Az in previous pears § so-chiled age-5H
schame wis used, Thes meant that
2,405 amployess wene abila o rotire be-
for temeE, In past years about 27,000
rmambers of Volkswapen AG'S stafll have
taken pdvantage of this schema

Participation in the
suggestion scheme

The supgoestiong subsmitied By our &m-
phoyess increasingly sere to Imanove:
productivity, work procedures and work
plxce conditions as wall as to increase
i quality of products. The succesges
in thaga Nokds are a reflection of our
siafi's senge of idontification with the
Compary aind the osms of corporata
policy,

Comparad with the fiscal year 1986 (s
niamber of suggestions for improvemeant
submitted rose by 4.9 % 10 49,737, The
total amount of awnnds for ideas actual-
Iy put into practice increased from Dk
158 million to DM 17.5 million: The
highast award of DM 100,000 was mada
in twanty indvidual cases

a1



Europe:
AUDI AG

A3
i

AUDI AG —

considerable Increases in salos

Tha business trend at ALDH AG wes
parbicularly chamctansed by the suc-
cesg al the Wi models Aud: BO and 90
Thiese vehicles wane extremaely veell re
caived in Europe g0 woridheide dolpaer
ies of Audis 1D CUSIOMErs rmse by

15.3 % 1o 418,288 automohiles

In West Germany sales amounted to
A2 455 vahacles [+ 37.8 %), which was
much greater than the expanzion of the
markal #5% 4 whaole, The upeward trend of
Audi = also reflecied by the 3nd place of
the Audi B0VED range of models in the
domestic regisiratan siatstics. in athar
European countrias unil sales amounied

i

o WHL.087 {+ 12.2%) which was also

wirll abiove the pravious year's figure

'-‘-"'-"-'ll'lq 16 the fmvourahle sales situation
the compary was able to boost produc
Lo b 15,5 06 ta 443067 enits {includ
ing 26,833 Porscha models), which s
the highest level so far in the company's
r'Efl:lr'l.' f :'.I_Igl; 51 tha six millonth Aud
vihicle WS complitad since ALt Un-
o0 GmbH WS taleh ovesd by Vidis-
Wagen AG: It was an dudi 100 guatino

A% a1 December 31, 1887 the number of
Staft fotafled 39,325 [— 1.3 %), which
Was only sightly less than the figure far
e sama tims tha pEEVIOUS Yl

AL the Meckarsulm plant, madels 924
2N 944 ara baing manufsctiuied for
Porsche AG. For 1988 Porsche AG has
Ordered about 4. 000 vahicles less than
In 1887 within the scope of the assem
Bly contract which runs until Decamber
41, 1889 For this reason it has baan ne-
Cassany 1o agrea Lpon Short-time work-
NG Tor gmployvess involved n manulpe-
turing Porsche vehicles

Al g result of thas rise m vehicle salac
nd the continuing trend towards mone
Spmisrket leatures, sales saw a 14.7 %
NCrease to Db 11,366 million. Whilst
thews ware increases In sales in Wiest
Garmany and in the other European
Tarkets, decreases were suffered in the
Narth Armarican market &5 5 result of
e fowy exchange rata for the dallar and
il e total umi- S0hes

_”"* Surpsus achieved was transiened o
""-"“‘:tﬂ.l‘-:.‘:{;l::r: Al under the prolid &5-
E"-"'l'll.'-'.ll.'.-"- ARGE MGl

The new Audi 90 — an example
of superh enginearing
and upmarket features

The s Sasth O serves 1D cloga the
gap batvaben the economis, compact
Ancl 20 angd the spacious saboons SAudi
100 and 200, With the powearful 2.0 litred
BE kKWW (115 bivpl or 2.3 Boood 100 kv

(136 bhp) five-cylmdar angings and up
market features i conshibutas th dy-
namic alternative in the wppar compact
class, Thio new Audi safety system

“procon-tan” 5 @0 available for this
model. This contributgn by Aodi to pas-
s safety in road traffic has baan
maarcked national and intermational

pires

In the quattro warsson tha Torsen differ
ential noWy raplaces the prnablshy usad
intermediate differental, a8 already on
tha neww Audi 80, Tha new differential
reguiites mechanically and steplessly
the destnibution of cegue behwesn the
front and roar axles. Consequanthy tha
axie with the greater road holding suic
r'|'|E|I:iI'_:1:'I'|r MECEVES MOfD Dinvendr and
therey iImproves the Behavour ol 1ha
wvemicke, parbcularly n cnbcal siuatons

Az ol the fiscal yaar 1987 all the Aud
quatim models ane fitked with ABS as
standand, The axcellant behaviowr of
thasa wehicles s thus hecked up by &
mamum lavel of active safety

Al tha beginnmg af 1988 the Aud 1007
200 saries was sigmelicantly -.-:-I;radal;!,
The new featunes adoptod s ths Aud
E0r80 range, such a3 the “procon-ten”
salaty syatem, are now svaillable for this
miodel senes 100, This semnes also pres
&nts a nenely designed intenor and ar
@xtended set of basic features, includ-
fig henght-adjustable safety belis and a
Tnve-spaad géarbox as standard. The
Badi 100 was also fitted weith a new

L8 lire/BE W (BE bhph baso anging wiih
non-reqiEsiad catalytic Onveries 55 wall
as a new five-cylindsr 2.0 litrefBs kW
(115 bhgl infection enging and reguiated
catalytic convarter. On the Awdi-200 the
outpul of the five-cylindar turbo anging
wias raisad 1o 147 KW (200 bha)

For all the new vehicles I'E@IE'I-ET‘:-U In
Europs wath Fully galvanised bodyework
ALUDI AG has boen providing a W-pear
WaITARDY bgansl bodywork parforation
rusting since January this year and 15
NS st g NEw andaas w e
SEN2S produchon
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Europe:

V.A.G Leasing GmbH, interRent Autovermietung GmbH

Tt

V.AG Lessing —
market leadership reinforced

V.AG Leasing GmbH again improved on
HE leading pasition in the Garman auto
mobde leasing business delfivering a to
tal of 124,600 vaksclas 1o customerns
The fleat of vehicies was ncreasad by
2.3 %0 to 235,000, This exparaive trand
wis particularty dug 1o the continuing
gerath i the private customer sector

A5 8 resull of the favoursble (rend in bu-
sinass; saks mereased to D 2 161 mil-
lion. The company etwmned a profi for
the year,

Io Back up the selling activities of Seat
Dauschland GrmbH, Seat Laaging GmbH
was formed aon May 6, T387 as a wholly
owned subsidiary of VA.G Leasing
ambH

interRent —

again successiul in 1287
intgrRent Autcvermieiung GmbH rents
Oul passangsr cars, vans and trucks 1o
gethar with its collaborating companies
via 1, 700 here agencies in 61 countries
The fleet of rental vehicles, which has
oaan constantly ncieassed and matched
o damand in recant yesm, now tofals
about B, 000

In Waist Germany the company again
Achived a favourable position with
around 11500 rental vehecles. In the rest
of Europe businaess is handied by two
subsidipries and a separata system of
nigrHant Boensees, In the Marth Amard
can markat the company collaboraies
with the Dallar Reni-A-Car Svstemn, Inc

Im e light of the owerall expansion in
businesas the capital stock of interRent
vills increased by DM 33.0 million o
I.I "-'1 35 ﬂ !l Culy] u'r ||||Ju.;|'.|'|g m‘_.[.rr_
back into the comparmy

The successiul business dewslopmant
wis raflacted by a rise in sales volume
For 1987 the company raturned a profit

Europe:

V.AA.G Kredit Bank GmbH, V.A.G Transport GmbH, VOTEX GmbH

VLA_G Kredit Bank —

¥olume of business rose significantly
I'he favourable SConimic situstion in the
Butomabile industry and the increased
BCtvties of VALG Kedit Bank GmbH led
10 an above-average expansion in land
"l In Wast Gormany and i segments
ol Gther Europesn markots, This is also
llacted in an increase in the balance-
Sheat total, which was 16.4% up on the
Previous yaar at DM 3,143 million

With Compatitng cradit facilibas o

A Cusicamars ond & naalishs, advan-
LBOEOus fingncial serace tailoned to the
Mespmremnanis of the VA G organisation,
thie comgany has managad to impiove
N 115 position and make an important
Contribution to incraasing salas of Volks-
agen Group products

VA G Kredid Rank achioved & |_r|‘\-:=:|'|i'.'|':
Rzt in 1987 which was transfarmed to
Volkswagen AG under the profit as
<_-J.-PIE||,'_||| -.:gfL!E""l'."I'l'.

I:—" Suppart the salos of SEAT wwehickas,
=24t Kredit Bank GmbH was formed on
Snl Th, 1887 as o whaolly-mwnod subsl-
Sary of V.AG Kredit Bank GmbM

V.A.G Transport —
positive sarmings situation

WA G Transport GmbH 15 68 38macs com-
pany oparaling worldswide winch under-
takis InfRimALDnGEl sag, land and as
IS Esnrt Operanons as wall as forward-
g, iranshipmant and stevedoring for
the olkswagan Group and others. Tha
firrm wses charter and schedulad camier
Rervices

T company transporsd S35 346 auto
mokikes, which was 4,8% less than tha
pravious yiar pariCculany oawing 1o Thia
drops In Sates on the Amernican conti-
fient. A major shara of the trapsport op-
arations was again socounted for by ve-
hicla parls

The bBusiness !jﬁ'.-'EE‘.'IF:I'I"IF.‘.".r At WA L]
Transport was seversly affectad by tha
dicling in the value of the dollar. Never-
Ihalgss the Coempamy achieved a !'-._'I|'l|'.:'_:
which wis transharmed 1o Yolkswagen
Al under the profit assumpiion agree
rmant. nterRent’s 26 % shame in VAG
Transport was purchased by Volkswagen
Al at the end of the yaar

To intansity shipping businass ihe cas-
go-handling company Altoport Emden
GimbH was fommed on Ociober 15 1887

and VA.G Transport GmbH holds a 25 %
intenast

VOTEX GmbH — considerable
expansion in domestic business
The busivess activity of WOTEX GmbH
COMprses dealng in, developing and
manufacturing specific accessones o
Valkswagan and Audi modeds

in 1987 the sales of VOTEX GmbH in
creasad — mainly &% a resull of tha con-
sidaerable rise In domastc salas of vehi
cle accessones — by 1L4% 10 DM
1278 million. At the same tms ther
WS an improvement in the financin
resui



Europe:

SEAT S.A.

SEAT 5.A. —
largest automobile manufacturer
in Spain

Ihe fescrl year 15867 wias a yaar al prog
for Sociedad Espanola de Automid
e da Turismio, 5.4, With the impres-
srvl upnaiard irend in spain, wheth is
nicw the fourth langest exporter of pas-
qenger cars in the world and ranks as
sixth manutacturing courtny m tha
wiorkd, SEAT managed (o considanakbly
mprose on IS sakes and produciion T
qures

Dedveries of SEAT modets amountad to

T81,200 vehicles and themeby significant

Iy Bxceaded theé DL YEAEFS tenad Iy

26.7 %. In the rapidly expandusg Spanish

autcrmobile markal with over one million
new yehicles registaned SEATs sales in-
cragged by 1.0 % i 123 880 units
Meverthaless it was not possibéa to
completely mest thae brisk demand ba-
cause o producticn bolteEnecks wialh
the fhiza and the supphy difficultbes in
voived, 50 the market shame of SEAT ve-
hicles receded to 11.3% [12.2 %)

Exports Saw o ploasing ogrowih m saies

at 167,220 automohiles (=30, 7 %), The
I

St ;rl'||.'.l':'1|'-.l'|| markets apart from ey

whare there was & 44.0% rise in umnil
sakes 1o B2 414 vehicles, weme Franca

N0 Wvest Gasmany, In fact delivenes to
“USIOfmers in the German aitomobile
Miarke almost doubled

i Spain 59 039 Vob swagen and Aud
I'||.'_|:_|.:.|-., wene sold in pdditson to thi
AT vehicles, which rEpesanls an
3% incroase on the previous year

B
18
fy H06,391 wehicles manufacturad
500.0%) SEAT 5.4, was agan = 7987
the largest Spanish motor welschs manu
atturer, 276151 units {+ 18.7 %) were
e SEAT products [biza, Marbella, Mal
208 and Terra whilst 131,240 vehicles
T 23 09, of which 83,185 ware supal
&d o Vialk Swanan Als s sl G Sl
Bon, wsrs Passat and Polo madels
Manufaciured under lcencs

Uwing to the considerable BXpansion in
broduction the number of staff employ

U\ s

ed by the SEAT group was mcreased by
5.5 5% 10 24 885 by tha end of the wear
Io eidlEnsihy BEset ancl follcwv-ug B ing
(o the work forca a nens triEining canirne
wits openad in Barcelons

Diue to the structural maasures iniro
duced the company was able to sgnifi
canthy improve productivity, The numbae
of vehicles manufactured per employes
at SEAT during tha past bwo years rosa
from 137 to 17.6, This 5 also an indica-
tign of the posine Synegetc alfacts of
pdlaboration batween Volkswagen
and the Spanish subsidiary

1

fal ]

To tightan up structures the business
sCctvibies of hied Spanish Fll'lu'jl'lq'_'ll'll]
COETIpANIes wane renmanised at the and
of the year and meansd with FISEAT. An
nsurance compamy which had already
been excluded from consoldation the

previous year was sold, SEAT's shanes

in a company ol insursnos BOEnis vekng

taken gvar by VN Versicharungsvammitl-

lungs-GmibH

Although SEAT 5.4, 15 still showing a
Woss for 1887, it was much lass than o
PrEVGUE vaar Decayss ol e substant

CrEass in peoductivity

18
1zl



Europe:
Volkswagen Bruxelles S.A., TAS Tvornica Automobila Sarajevo

Valkswagen Bruxelles —
new production record

Cheing 1o the continging fovoursble de-
mand ioF thia (3ol 'n."l:llk!:w._lur-"u Brusslies
S.4, achieved a new producton record
of 209 498 ynits of this modal (48 7 %)
In order to attain this volumea, it was na-
ceasany to infroduce A further incraasa
i production’ pee working day from 534
to D27 Godl wahicles, In additian the
company assembled a total of 164
Volkswagen ftis off-road vahicles in tha
yEar under reporn

Volkswagen Bruxelles etumed a profi

TAS —
another positive result in 1987

Praduction al [AS [voenica Automobila
Sarajevo saw only a sight mduction of
L2 % to 30,575 veincles daspite the di-
ficult ovarall econamic condithons m Y-
goslavia, Of this total 16,837 uniis wers
destingd for export to Volkswegen AG

I Yurposiavia unit sales, including those
af imported vehicles, rose by 3.5 % 1o
14,284 Volkswapgan and Audi models

TAS showwvad a srmall surpdus for the
VB

Europe:

AUTOGERMA S.p.A., VA.G France S.A., VA.G Sverige AB

AUTDGERMA —

the most successiul European distri-
buting company in the Group
AL 171,504 Vaolkswagen and Audl deliver
s o customers ALUTOGERMA S.p.A
frpassed the sales ol the prévious year
Considerably by 15.7 %, lts share of the
I'-I:I.'-.."rl'u!ger car madket m 'I:.::I-,' thus i
Browed 10 8.4 % {7.8 %), of which 7.1 "%
[7.0%) was accounted for by Vol
wisgen and 1.3 % (0.8 %) by Audi. The
=Ompany was stll the largEsT Mmporier
wWithin thia '.,":_'.Ik_u'.'-,-,]_nglr- GroaEp in E.|||'||.".~E

This succEss may be largedy annbuied
Mot anby (o thee Gall but also 1o the fa-
Yourahle reception of the Aud: B0 and
0 rngos of models: by thee markat,
With dainares 1o cusiomers more than
oy i LM the Violkswa Qi e
W6 661 automobiles ware sold

T892 %) and of Audi 24,843 [+ 79.3 %l

ALl IDGEARA agam ratirmesd & Qood e

=A18]

VAG France —

sales at & new pesk

Chur Franch subsidiany VA G Francs 5.4
diadvered 1448 976 Volkswagen snd Audl
rmicciels (4 8.0 %) 1o cusicmers, which
weiks (e highast annual sales figune
SR0E I CRrme ko lrrnr'-:: fi :.I".=|'I-_I- .C_:l’ this
expanding Fremnch PASSanGEr oo marksat
gt 6.1 % mirrared tha high leval of the
previous year. The mosi popular Group
model in France was again the Goll

In 18E7 VAL France again showed a
profi

n recrganesing the financing and leasing
business m France these LTS Ware
orought together undar the SubSnny
VAG Fimancemant

VAG Sverige —

market position improved

V.A.G Sverige AB managed 10 further
imphonad on its leading position as tha
larges] avlomobess importar in Swadan
during the past yaar, achieving a figura
of 42 445 vehicles [+ 18.4 Sh), 35,787
passenger cans [+ 2001 o) wene daliv
ered to customans, wiwch comesponds
i a markel sharm ol 11,6 5%, compansd
veith 1.2 % the previows vear In tha
light commarciala segrmant of the mor
ket Volkswagoen sold 6,658 unns
(8.8 %)

VA G Sverge actvoved a surplus for the
year




North America:

Volkswagen of America, Inc., Volkswagen Canada Inc.

Slackening tendency in the
automobile industny

In the LS aubomiobeds msral negestr-
atlons of new passonger cirs remamed
much lowear in 1887 than the pravious
your's figune ot 1,842 6D veniclas
(—8.6%]. hwas mainly the domeastic
rmanufaciumers who wame hit by the
veisaker demand whilst particulary Japa
nase vehicles produced In America re-
corded a considerabla rsa in sales of
64,3 %. In the subcompact car sector
the increasing competition {romm Far East
suppliars and Amencan makes pro
ducad in Koma of Maxico had a drastc
gffect. The slackansng tendancy of tha
putoemobila idustry in conjunction with
an excess of wehicles avadable kad to
massie sakes promolion campaigns
from wirually all competiiors o an un
precedented aextant

Sales of passanges cars in tha Canddan
markat showed a slightly dechining tend-
ency {— 2.6 %) during the year undar re-
port, Whilst sales of vehicles manufac-
tured within the country dedchned

[—8.7 %), defivenes of imparted modeals
to Customers saw an inCradss

{+10.4 %)

Volkswagen of America —
sucecesshul launching of the
Vialkswagen Fox

Tha slackening tendancy in demand o
automobdes and prce Increasss dus 1o
exchango rates brought aboul o nocdes-
tion i dalvenss 10 cusiomers of 15.9%
to 233 027 vehicles at Volkswagen of
America, Inc. OF this total, 181,705 vehi=
clas (— 11,7 %) were sald wa the Volks
wwirgen division, whilst the Audi division
delivered 41,322 vehiclas [— 30.9 %) o
customerns

Positive impatus for the Volkewagan
madels amanated particulacy from thd
Vilkswagen Foimported o tha US
rmarket fnam Brasl in the Spring, CF this
compact class vahicls, with which
Volliswsapen IS nsluming io the lowar
prace: catdgory, 40,178 whits wans sold to
customers. Al tha Begmmmg of Nowam-
bar anciher rangea of modaels was
launched on the LIS madat, the Audi
B0/30

In order to refinance it bustress VW
Cradit, Inc, a whally-ownad sutssdian
al Volkswagen of Amanca, issusd bands
fotalling US $ 160 million on tha LS

Cagntal market in October 1987 via a
nenwly formed subsidiany, Volkswagen
Lease Finance Corporation

A5 g resulf al the unsatsiactory utilsa-
bion of capacity, the serous Influence of
the waalk dollar, high expendsiung on
Markating and provisions for the closwms
ol ths Westmaoreland plant now under
Wiy, Valkswagen of Ameanca showed a
Oss

Transfer of production
Praduction at the Westmomland assem-
bly plant in Pennsvivani, which Volks-
Wiagen had commenced in Apnl BETE,
had been undertaken against a back-
Waund o constanily gromving darmnand
for cormpact class vehicles. [t was espe-
Cially the dsesel angineg versions of the
Golf which had emjoved greatl popLtanty
Because of tha low price of diasel fusl

':_}'-"-'Il'lg 1o the sattng up o mw produc-
fion capacity, chiglhy on the part of Japa-
Rese manufaciuners, the pressune of
Compatition increased I'jl,,lllrll:l e ensu-
INg years. Thes was accormpinied by
Moire e roucns fragmantation af vehicks
Classeg WHICH Wond Simultaneowsly
5hfl-‘-i~:iﬂ|:‘;| Consequently utilisation ol
Production capacity at the Westmons
“nd plant had become more and o
unsatistactorny,

""_EIE-:;.'-:Iing to phase oul produciion n

simoreland at the end of the modat
Year 1988 the inavitable adjustment 1o
thé changed market conditions was
Comiplatad in Movembar 1987, the South
Ehl'!ﬂEE\.I:l'_ln press shop hawhng already

f closed dicsesn i June 1987, To min
"Misa the affects both for employees
Loncemed and for the rogean, o redun-
“‘3"_'3'# PaymEnis schasme was preparsd
Which includes sevarance pay scaled
Btcording to the longth of an employes’s
SErica. In addditean and Backed |.'|'|.l tha
Bovernment of the Siate of Pennsyiva
M, Volicswagen is seeking a buyer for
the Westmoretand plant

Volkswigen Canada —

Voliswadien Canada Inc. delivered
41,61 vehicles to customers and thus
just about mamtsned the previous ve
ar's figura {[—3.0 %), This was chiafly
due to the success of the Volkswagen
Fox incem Brazil, A marcket sham of 3.9%
(2.9 %) again meant the company was
positioned fourth among automwabila im-
poriges

At the Barme plant in Ontaria the capac-
ity 1o manulaslisng parts and compo

nents (particularty based on aluminsum)
undar thi Group's waorldwide interinked
producson system was enlarged acooid-
ing 1o pdin, whemeby the current low ex-
changée rata of the Canadian dollar had a
favourable effect on supplies to Violks-
wagen AG

Volkswagen Canada showad a sumplus
for the yvam




Latin America:

AUTOLATINA Companies

Initial stabilising tendancy in tha
damand for automaobiles

In Late Amenca the genaral sconcms
coaicl oS MavE conbinugd 1o detsnor-
Ate, afthough m Moo shght Stabesemg
tendences ware avident. The automo-
bile industry 100 wias alfected by the did
fieult Boconomes condrbons m this negion

In Brazil the economy was not ondy af-
fectad by dwindling demand for auto-
mobéas bul particulany by the prce ap
proval policy for motor vahicles which
|:|r|,|ur_|!'|| mbout legal dispuies dunng the
fast cuearter of the year, Thés condlict
wias esolved with the decision of the
Brazilian Minister of Fenance of Mamh B,
T9HEE which permits the entire automo-
tiviz industry 1o pess on inflation-related
cost increpses n el pricas.

in the Meaxican automobile markat de
it wias also an tha decling owing 10
confsmung Msconcartan about the fu-
fure aconomes rend, After & number of
yaars of an extrematy weak demand for
motor vehicles there was a certain
amount of backlog demand in Amgentina
in 1887 and this ked o a 14.0% increase
in registrations of new passenger cars
campined with tha pronsous yaar

AUTOLATINA — cooparation to
secure the company’s futu

Tha South Americen region will continue
o b a very iImportant markat for the
kawagen Group on sccount of the
considarable potantial for growth
desprte many imponderabloes. In ne
with 1his asseasmeni the formation of
the ALTOLATIMG companies constifubed
an Important step towards sctivaly and
expansively secuning our future poditon
in this ragson

Vheir importancs far tho aconomies of
Brazd and Argentnn, paticularly for the
autcmobile industny, B manifested not
only by the strong market position
achieved but also by the high number of
jobs, includng at dealers: and suppliers,
w'hich arg diracily or indirecthy depand
mrl o Tha 'u'l,lll.'.'.-.-.'uu-_::'.-"* orcl pmnt ven-
ture AUTOLATIMNG i both countrins

The successes achieved in bringing
about the necassany eduction in costs
ewen duneg the fest S months after
the oifc=l uncheng of AUTOLATINA
with close oollabarmaion betwean tha
bwo parent COmpaEmnBs &ng chamoisnssd
ol the greal poteniial of synergens gl-
fects created by the cooperation

Latin America:

Autolatina Comércio, Negdcios e Participacoes Lida.

AUTOLATINA in Brazil —
E“Et fiu in vehicle exports

;':'-”D-'.Illl'l:‘: Comercio, Megicios e Part-
Cipacias Ltda. sod A total of 456 487
Uitz Of these 326,237 models wera
accountad for by the Volkswagen
fMargue [— 15,7 %) and 130,260 by Ford

With 177 653 passenger cars and light
Dmmencials sold in Brazil [—43.6 %)
Yoliswagen achieved a market share of
36.7 %, |n the truck market up to 22 1
Yolkswagen sales fall by 31,5 % 1o 9,947
units; This cormasponded o a market
share of 14.6%

By contrast, exports were boostad and
Lams to 147,912 Volkswagen and Ford
Modeds, althowgh this was only possible
8t the post of domestic business. Volka-
wagen exports more than doubled and
amounted to 138 637 vohicles, The
Tty conmtnbuting tactor was the sup
Plias of the Fox 1o North America, com-
Mmienced in Febouary 1987, the figure for
the year baing 73,937 vehicles

Joint veniure production had 1o De col
back owing to difficult domestic salea
conditions and problems. at the supgpli-
ars. Addinonaliy produchon was im
paired though labour dispules and a
(ermporary delivery stoppags in conss-
guenca af insufficient price approvals
Production of Volkswagan and Ford ve-
hiches amounted 10 453, 848 umils

At the end of 1987 stafl totalled 60,858

J. 784 million cruradaos (DM 161 million)
ware injgctad o the joint vanture to
strengihen its aoquity base

Because domestic pnces failed 10 cower
costs and export salas fell a5 8 resull of
the inadequata adjustment af the ex-
changea rata for the cruzado to the Am
arican dollar the company showed a
inss for the yaar which detracted from
the financial result of the ".'i'_'.li-;:-i-,i.'agqn
Giowip 55 & whola in praportion 1o tha
51 % halding




Latin America:
Autolatina Argentina S.A.

AUTOLATINA in Argenting —
marger of vahicle production

In the yaar under mport Autolating Arg-
aenting 5.0, sald 52 B30 mutormodiles,
18,656 Volkswagan — 14,8 %) nnd
23,164 Ford models, Violkswegen's shars
ol the increased number of new wehi
cles regEtensd in -'-'l.rgl_:rlnnip Fall fram
13.6% to 10.3 %

Autolatma Amgenting S8, was whable 1o
Tully participaie in the expansion of the
rridrkel bocauss therm were intennip
tion= in productean owang to the tanstar
of wvehicle producton from the San Jusio
plant 1o the planis at Pacheco and
Mante Chingola. Total produwctson
armourded to 53,248 vahscles, of which

b

20,112 weare Volkswagen modals
=13.0 %) and 33,138 Ford modals

A5 al Dacember 31, 1287 the compsamy
amployed a total of 8,062

The negative resylt of Autolating Arpen-
tina 54 durnng the fiscal year was
chiafly dua to the non-recurring cost of
fTHirging the twwo Compangs Volkseaagean
and Ford, Heewever, in Argenting as wall
a synergetic effect was alresdy bacom-
nig evident, demonstrating that we and
an tha right lings.

Latin America:
Volkswagen de Mexico, S.A. de C.V.

Volkswagen de Mexico —
market share sustained

Volkswagen do Mexico, 5.4, de TV

daelivened 58,734 vahicles to cusiomers

=124 %} in the past fiscal year, Aided

by the favourable reception of the Golf

and Jatta succassor modeds launchied at

the beginning ol the yaar (he Company
i managed 1o virtually maintain its share

- of the paszenger car market at 32.9%

[34.2 %) For the light cormemsarcals thesa
was 8 264 5% drop in Sales, which o
ialled 7,347 vehicles.

As & result of unsatisfaciory sales and
{he twio-mmonth interrupison of woek in
rrad-year the Company's produstison
amounted 1o 48,722 vehicles and thus
remained 31.9 % lass than in 1986, Sup
ph- of this Grl'lup'ﬁ. intarmkad production
gystam with engines and componanis
during the strike period was maintained
weith no-significant shartfalls. The size of
the warkforce (edl by 4.6% 1o 13,366
Smplayees

o make best use of the cost-favourabla
location of Mexico and 10 meet axisting
export obligatons capacity for the iner-
Enked production Systam wias stapped

up. These capital investments were fin
ancad by injections ol captial from
Violiswagen AG (otalng DM 118 millacn

Al violkswagen de Mesxico the Turther
checling 10 Sobes, the rise in the prices of
Imports due 10 substantial changes in
the valua of the curmiEncy -and the af
fncts of tha industrial dispute led 16 a
negitvg rasult

ab



Africa:
Volkswagen

of South Africa (Pty.) Lid.

Volkswagen of South Africa —
further consolidation

of markiet position

volkswagen has been active in South
Africa for over 30 years. Since tha very
b=ginning the corporate policy has basn

charactensed by turihanng of the abd-

ties of the amployess on an ¢gual basis
and developing local industry and the
commiunity weith tha asm ol Increasing
tha guality of lite. Thes parbeularhy app

&5 10 the improvermsent in raimng snd

social conditions al the non-while popu-

ation. tha fuah level of wages comps

and 1ni

ed with the national aver
trusting collabomation with the trade uni

ans

In South Alnch the Gconoimc procsss of
recovany stabilised i 18987, Faor tha mo-
tor inchusiry as wall this meant an Imgnd
verment In essental overall conoebions
The positive trend is illustrated by the
17.3 5% increasa in demand for phssan
ger cars and light commiercial vehiclas

Vollawiagen i | Souith Alricns ::"'_.': LA
delivend 47 237 vahicles 1o customerns
[+ 20,6 %) which represents a sales in
Creass Of more (han marke! expansiod
20 1f5 share o nes paESSanger cars ng-
gistared improsed (0 13009 % (174 %)
With the Goll and tha Jatia the Volks
velfyen mardgoe also hed tha best-sallng
randge of models in the South African

mareE&t

In Ene weith the nse m unit sakes produc
fion increasad o 44,167 unis. This also
had 108 16.8 % inoreass n the nurmdar
o stall 1o 6 AT amplowes

Though i3 sales success and improdse
ments i produat Wit | 2R Ben ol
South Africa was able 1o achieve & sur
pius for the yeor




Africa:

Volkswagen of Nigeria Ltd.

Valkswagen of Migeria =
o positive result

The still difficudt geonomic situation in
Migaria had a dgetrimental influence on
the demand for automobdas, which re-
mained at the very kowy level of the pre-
viaus yaar, Dalivenas by Volkswapan of
Migeria Lid. 1o customers therefore fall
io 1574 passenger cars (—290 ':!I;:l and
747 light commercials [—14.2 %)

Dweing o tha high fevel of mventorias all
manuiacturers were compalied 1o closa

thair plants lor lengthy pénods, In tha
case of tha Nigarian Volkseagen com
pany work was discontinued for a (o1al
al almost thrae months 50 production,

wituich amounted to 2123 wehicles, was

43.3% lass than the previous yaar. By

the and of the year the size of the woek:
fomce had beaan raducied by 330 5% 10
1,370 arriployeas.

W SAAE b al Migera showed a Fa‘irghﬂ'g'
positive result

Asia:

Shanghai-Volkswagen Automotive Company, Lid.

i Asia the Volkswagen Group is pursu-
g tha aim of improving its poSition i
one of the mast important markets, Jo-
BEn, and at the same tima contributing
Irom the outset to the saiting up of a
':IUI'I'IEF:I:il: putamohila indusiiy in the tlig
market of the futue, the People’s e
Public of China. Following this sirategy,
lurthar progress was mede wilh redsnd
10 Gur |||r||;_;.-|_|_1rrn ;_'-:usrl_u_'lnirlg oy s hlgh-
Potantial, high-wolume region
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Shanghak-Volkswagen —
positive development

In expandeng produstion of the joint ven-
ture Shanghai-Valkswagan Autoemotive
Compary, Lid., iopethes wath thrae Chi
nesh KSS0ciates, considerable progress
wias mede. The preduction volume of
the Santana was 30.4 % up on the pre-
wiows wiar (o 10470 vahsles, In addition
Shanghai-Volkswagen assemilad 499
Aucdi 100 cars, In Bne with the incneased
output, unit sales of our models in the
Chinese domastic markat rose by

30,3 % to 11,038 vaheslas

Staff numbarad 2,087 (-+9.2 %) which
rEllects measures 10 Mmatch produciinn

Ta finance the capital investmends tha
shareholders passed a esoluthon to in-
cregse capital stock in two stages by a
tatal of 190 millian reneminbd, which cur-
rently cormesponds to abowat D) B0 milli
an. Volkswagen AGS share of tha first
portich, which was paid inin Noeembber
1987, amounted to-47.5 million renminb
{DAA 215 milison)

Shanghal-Volkswagen again achisved 8
pasitivie result for the yesr

Japan — significant
rise in Group sales

in the slightly expanding Japanese suto
mobile market e Volkswagen Group
managed 16 considerably boost deliver-
a5 to customens by 33.0 % 1o 40.5)2
wviehiches and thus achigved an improve-
rrient in market share'to 1.3% (1.0%|
Volkswagen and Audi remained by far
tha leading foraign margues Hara oo
the Audi 80, sales of which amounisd
o 5,466 unita, proved to be parbcularhy
succossiul. Defvenes of the Santana
micdels manufactued under hisnoe by
the Missan companmy in Japan nooe oy
22 4 % to B 426 automobees




Other Major Subsidiaries and Affiliates | Worldwide Interlinked Supply System

December 31, 1887 of the Volkswagen Group
L nhurlhuth! Companies Holding (%) Fekl of sctiity
Vi G Vermrebsrentrum GmbH G634  Scophing VA G snradans with SuDTeiE, Spane (e &R DCoEassima of e Volcrwignn GRrup,
ungd Co. Stdbavem KEG nchifing SOraice. AdvicR Bnd DERing
Munich
and - - & .
10 other V.AG sales centnes 26.0 sach ; LE P HUKSWAGEN AG
in West Garmany —VW._Canada : T
e 3 :
3 1
WESER-EMS Vertrebsgoselschaft mbH,  B13  Whelsssing m the Breman sales rgeon ;
Bremean {and conaolidated aubsadiarias)®) Cipflindclbe o ' Shanﬁ-"
Volkswagen
. Other Companies :
1. West Germany
VA G Marketing Management 1000 Prowdng mainmg ang Tobicw-up pomeg o propioors and mansganm within Tha VA G salos oga-
Institut GrmbH, Brunswick®) FENTION
Vi ERAFTWERE GmbH, T.F.hlrsnurgﬂ 1000 CGanpmsng elscinicsy and haat ab ihe combmnd heating and power sitons in Wolfsboeg, Kxssal
angd Hanovee, 5wl an supphing vdkswagen 8G and othars with erssgy
Deutscha Mmh-lgﬁellaﬂmh mbH B0 Arsparch and desaboprean work in e halds of slecincsl englrianng and clacimoharmricol shom g
Harsower™) Wy
GimibH fur auslandischa Vertnekbs- 000  Holgings in varous Ewropaan h.& N -Volimwagen commenciad vebecks mporiers
bateiligunoen M.A N -Volkswagan
Wolfsburg
Wh-Wahnungsbau Gameinnitzige 1000  Bulding, scdminlstenng, mademising and maintaining kousing af Yoliswagen &G locations
Gesslschalft mbH, Wodsbumg
VW-Siediungsgesallschaft mbH 000 Budding, purchasing ard administanng houseg, husiness promises snd ciher sshuchuns gt Viks
Wioklstung ™) wagen AL incations
VilW-Viersicherungsvermittiungs-GmbH BE.7  Hondirg insussncs for the Vokewagan Groun, Jching &8 an raurancn Drokar m peniding all ks #== Finished vehicles
'I"'i'l'.:l'l.'ih..ll'ﬂ al oo, including cartam Serigs dfm = CKD vahiclasg
= HPart sels
Vid-Gasallschalt fUr technischa B0 Scfosars masanh i Sevsopman, [onsullancy senioes - |"|d|'-"-.'dul3! parts
Datervararbeinumgssystems mbH = Aneaimiblies
Beriin =~ Spare pars
AN Ingenieurgeselischall fur Aggregate- BO.0  Aeseamch and devedogrment weork in this Seld ol ssiomathe angineanng
tachnik und Verkehrsfahrzeuge mioH
Bariin
Inncvationspesallschalt fur fort- 2000  Hesearch and devisiopmant of slvamced producton Bysema, partioulirly for the sulomobie o
peschritians Produktionssysiema CRsCry
in der Fahraeugindusing mbM, Berlin
Violkswenen Bordneters Gmb#, Baren BOO  Wireg keom peaduction for the Vollswagen Groon
2. Other countries
HOLAD W00 imesteg in domestc and fomsign compankes, porticlio and Eoperty mansgemsn
Holding & Administration AG
Basks, Switrerland
Walkswisgen Intermational W0 RAsming of fang-tarm capitnl on behel of Volswagen Geoup companiss
Finance MY, Amsterdam, Nethedasnds
land consolidatemd Subsidiames)
*| Thare is a profit assumption sgresment with thess companies.

B0
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Motor Sport

Victory for Volkswagen
in the lvory Coast Rally

The emphasis of all Volkewagen's motor
S00r activiings wWwas -Ji_'r;l n on r':.II','ln;ﬂ! i
1987, The grediest SUCchss was
aciinved Dy the Voskswaden Wiorks
team aof Kenneth Enksson with co-driver
Peter Digkrmann in the lvory Coast Rally
It was the first time that & Golf GTI 16
won B Balhv-Dinvers’ World Chamipion
ship race. Dviving in the sacond Golf GT1
16 % Eresin Webar and Matthias Feliz
took third place gnd thus rounded off
the Volkswagen trivmph

Thiz mzult was achieved in a discipling
which is reqardad as tha loughest 851
bad for newe automotive techinologias
Oince again it senves o impressively
highlight the durabsiity and performance
af our production models, whose angi
neenng provides tha basis for thoss en
terad in molor sports

n the Intemational Garman Hally Cham-
pionship “Volkswagen Matorsporl” man
up threa overall victonas with tha team
of Klaus-Joachim Klesnt and Manfred
Hiemer in a Golf GTT 16 Y

For slx vears “volkswagen Maotorsport”
has also been competing m Formula 3
Lurng thes panod most of tha victories
and national titles worldwide nave Dean
weon with vehiches using Volkswagen en
ganes, & new fact waes moorded in Graat
HBrtan whare sance 1581 thens have Dean
75 victorees in Formula 3 championship
races, 63 aof which were in successon

e outstandmg resulls in 1887 wene
th s i this Garman and Brtesh
Lhamipioresiuns

SinbE-ol-tha-ar catahving consenar ech
nodagy ensures anvironmentally sale
driviing in motor Sport too — & fact
which Violeswagen put into practice in tha
popular compsatition for up-and-coming
drrviars, the Intemational Wintarshall Vie
Poda Cup. Volkswagen has ahways {ail
an obbation 1O akso promote punor din
ars In Sporting actvities and (o pave the

way for beginners so they can particip-
=il in o low-cost competitean with the
=me kvl af technical parformance
Last year again about 40 drivers. took
P&t in the ten races organised in Ger-
Mmany and abroad. Seven different win
ey frovm ten races sanvad to clearly

Semanstrate the veny high ganeral keve
of driving talent in this exciting competi-

4Tyt

Sensational record time
fer Audi in the Pikes-Peak
Hill Climb

In 1987 Watlter Rdhal in an Audi Sport
quattro created a sporig sensation
when ha not only won tha traditicnsl
“Fikes-Foak Hill Chmb" i the USA but
g0 knocked a considerable amount off
the old oo tirrmda

Curing the past season Acdis works
ieams successiully partcinated in Towr

selacted ralles in Ausdl 200 cars based
an produchon modals, and the over
4,000 krm Salas Rally finished with a
coube viclory for the Audi 200 quatt

Foreovar, private drivers in Auwdi vehi-
':II'."i B0 Wil MWmanous ctones 851 na
tanss and infernational r.||i'.,'|r||_| dgvants
particutarhy m the LUSA and in the Scan
dirdivian countries




SEAT-
a contribution
to Europe

Spain — a country that
brings to mind sunshine and
the sea, the anorting bull in
the arena, Carmen, Mamen-
co, the taste of sherry, red
wine and garlic, Accompan-
ied of course by the guitar
and the staccato rhythm of
tha castanets. Almost all of
us have visited Spain —as a
tourist or at least in ltera-
ture: perhaps in the tracks
ol Dan Quijote in the world-
fag 2l by Miguel de



R

L A Is that real Spain? [n | but what about Spanish
saarch of typically Spanish at- of car?
‘ triy specialites we | | a
: | g r howe litthe vee | In rinfancy of motos:
| - know sbaut cur naw_ a Spanisiemblarm de.
=corated one ol tha most splen
Thea im ol the second lar- | did iusury carmsgisithe Hispa-
pEsL AN after | no Suiza. It i @ name from
| Francels too nesvily chamecter- | Barcslona which even nows-
et by the purefy tourist per- | digs mekes the hearts of car
Spective. We are scgquainted | enihusiasts beat” faster and
With Spanish music, Spanish | which i= mentcned " tha
fruns, and leather | same breath as Rolis Royce

Wines

and Bugom. Biug what came | We mﬂw a  miatake
after itk ‘ ) thaugh. has ¥

\ maved up tafourth place  the
Thwi inﬁcannn'. Tistal 1op European autamobiby
UNUGMS AU- | AxpOrers, Last year nlons over
in | 00,000 vehicles prodage in

Withouwt & do
CHlE Tk O







Histo
tion ot Europe

Evaryona in tha anlangad Euro-
paan benefils
from theé opening up of the
Spanish marcet 85-a result af
Spaln's becoming & member of
thex EEC i 1986

el ,
Lommismby

Thara = a fnagh wind Bowing in
the Spamnsh econormy and i S
bBowing more and rmore Eusg:
pean products onto the shebaes
of Spanish shops. Spenish con
sumers ame tekng adwaniags
and thersby animata tradea with
in the Community. In thes winy
the newly arisen brisk dermand
also creates pobs in the negh
bounng  countnes and atiraAclSs
fresh capstal from the European
peighbours o Spain — in 1987
giona theme was a ficwr of LV 4
hillion

Al the sama bime Spanesh &x-
ports in the EEL counines are
ensunmg that the renge of pro-
ducts on offar bacomes aven
broadsr and more  atiractie
VR gt ancl export ‘f-g..."E"E
TP R SRSy HiEstrate oA Gar
man-Soanesh trade relations are
in full biossom: In 1960 West
LErmimy . expormed Qbhbas (o
Spaen for about DR 387 mullion,
gnd now the figure is DM 121

Port of Barcsicns

— along way in the direc- |

bilion. In the cpposite diection
goods wath & value of DM 7.4

| bllion were despatched for
West Germany last year. In the

| case ol the Spanssh goods tha

| ratio betwean agnouttural pao
ducts and industral goods has
sean a considerable shift o
wainds  miom  expansnag  mir-
chandiss. Le, Bss ot and
FradeEs MaCinrey

Horevewer irade across the Pyre

rui. s not ahesays fiownshed

a5 well ps powadays. Up to the
| econamic Enking of Spain to Eu
| rope the coumtry has expen
| enced penods of great prospas
| iy, bt also hard times

Tha Plaris de Espada in the hesrt of Barcekana

I the port of Barcelons a car-
ave| recalls the one-tima mag-
nitude of the Spanish amping
Compared with modem-tday
standamds, its dimenswons ade
modast. It s hard 1o maging
crossang the Atlanis on board &
Aut-ghal ios s, Bul the vwas-
el upon wedhn this model 15
based, the Santa hana, aciu-
| afty saded far into the Canib-
baan. And from its crow's niest,
the small bookout high up on
tha main mast, a8 Spanish sailor
discoverad tha westem hemis-
phara nearly 500 yaars ago

This captmn of the wvessel
Chnstopher Columbus,  was
saanching for the S rous o
India on behall of the Soanish
oAy i 1492

He landed on the Bahamas on
October 12 beleving that he
had reachad the Indwan coast
and occupied the tesritory for
thee Spamish cronm, With thas
chance discovery of the New

Thié Gants Marza replica in the port ol Bareloens

Wiord and the almost simul
taneous shaking off of the
eight-hundred  year fonsign
dominance by the Mooms a
momenious chapter in workd
history had bagun 50 1Oo
SIS nse to bacorme the lar-
gest empene whech has ever ax-
istisd on earth

Encrmious treasumss roim oon
quests in Amenca hilled the
country with wealth, On other
expadiinons tha Artac ampin
of Mexico was conguened by
Hamén Corlis and the emgpire
of the Incas by Plzaro, whilst
the Portuguese Magellan on
| behalf of the Spanish crown

was the first 1o sail mound the
world and Pedro da Mendoza
lounded Buanos Aires, The
group of islands called the Phi
ppanes was also discoverad
antd Incorporated  Into the
Spanish ampenm

At its peak o powvEr the f_-il;_'n.'_u:'.
ish wiorkd empine cowsred thae
antire lbeman penesula, the
Matharlands and parts af [taky
It stretched across Morh Al
ca, Angola and Mozarmbsgue,
aisuith and Central Amenca 1o
Callforren and Flonda. - Spain
ruted ower the Philippines and
the one-time Poruguese pos
saasions of Goa, Macao, Timor
and the Moluccas

A successiul manital palicy al
50 made a rn.-:i-.':-al conifmbubion
G s unicuee |!'.l-:|5i|r|'||'| al pone
&, Ferdinand of Aragon and his
walo lsaballa of Cagtike marriod

of Garman-Spanish ties,

A strength-sappang fuctuation
batweean monarchy, republic,
civil war and dictatorship de-
terminad the recent hisiory of
the couniry. The histoncal
backgrounds of Basguas and
LCatalans, Arsgonans and Cas
tihans are (oo different, and tha
rmantahbes along the Adantic
and the Meaditermnaan and tha
borchers  with Portugal  and
Frante png 100 vansd

An inapproprate land reform
and intemal gquamelling  im-
paired social and econcemic
development for a long timea,
Whikst the disastrous conse
quancas of the Second World
War with tha destruction ol
larga parts of German mdustey
samiultanaousty lad the foun-
daton stond bor s maberth,
Spain complately solated o

ihisir daughters nto  English,
Portuguese and German dy
maASshesS

It weas i this panad that the
connectsons with tha M-
burg monarchy esulted: Joan
o Arsgon and Castile mamed
Fhihp the Far, Archduks  of
Lupsina

Thair son becama King Charles
| of Span o 1516 and was elect-
ed Kaizar of tha Haoly Raman
EIIIF_:-lFH' By thar (s@prmian Eac-
tews in Franklur arm Main in
1618 As Charles V he took over
responaibility for an empirg in
which the sun was never 1o sel
Thes was tha histoncal clirmax

sell fram the rast of Europe

As a result the Spanish “econ-
e mirchy” began at a later
stage i the 1960 and it was
only during the process of
democratisation, which  had
sgen its climax 3o far in Spain's
bacoming a memberof the Fu-
ropaan Community B 1986
that the: country finally openad
Hsell up o its neighbours
goonbmicaly and culturally:
Spain became a firm part of
E U

il




Impetus for the
continent

“Lamoesads” has turned Madrid
upside down. Mo one can ex-
plamn what it &5 and no ona can
show it to you. But la meowata
can ba feil svarywham

Wirth “momanium™ a culberal
avalancha was thggansd aff m
tha ofd and vensmble cagpital of
Fhilip I, the ham Deauly swiih
the manumenial bukdings and
seamangly chaotc road tralfic
Mot only has Plaza Mayod, ona
o the most marvalious
squares in Europe, which has
gaegn fiestas, Buli-rghts, burn-
ing at the stake, art and thea-
tre, since the 17th cantury,
become & unigue vast stags
Madnd is bubbling over i 2
renaissance  of  litemtune,
music, pamnting and theatne

Wheme cullural enthusiasis
vt 50 far magecally attrachsd
to Fans and London, Madnd
hES oW BOvancsd 10 beEcDme
the personal tip as far a5 cul-
ture is concemed. & frework
display of theatra perlarm
ances, fashon shinws, vermis
Sage days and concerts Bom-
| bands the visitor aveny day, But

only at mignt, when the ga-

tos®, the "cais” as only the true |
| Luis Buruel or the himeng of

night-revellans of Madrid ara al

| hemved 1o cill hemsahaes, ke
ot &nd about, doas the L:ll,-":-\.-
subculiure swake.

Madrfemans have ahways liload
poing out, enjoyad foolbad ora
I:;hull-.'||,_'|"l and spant tha nighl
Raving heated QiSCwWsSsIons in
the characteristic cafes and
stand-up bars. But la movida 15
lar mons than that: IS ihe ST
of & new identity, 8 new fealing

72

of libarty and creatraty, parti
cutarly for woung peopla and
AR

For the tourist the day is al
ready strenuous enocugh. Apart
from tha fascinating archen
logical miesaum he or she can-
not vosd nsiting andg of the lar-
st gallenss in the world: the
famous Prado. Bosch, Rubens
wvan Dwck, Thian, elirquez,
Gioya, Botticelli, Raffael, Gior-
giong, E|l Greco, Timtoretio,
Bruaghel, Diser, Cranach and
Hembrandt are - just a fow
namas which make thes art
ggallerny -;"'I:Irrlq"_"«l,|1|l|l._| fod toomss

An annexe of the Prado has be-
come somathing of a place of
pilgrirmage for fiends of art all
ower the world, Since 1882 one
of the most impressive pain-
tings in the warld can be
viewed hare, the history of
which also elucidates a tragic
chaptar of Spanish histong: the
Guameca anti-war painisng oy
Fablo Picasso

and with Picasso we hawe
mentioned ong of the names
which hawve had a mags influ-
anca on tha arl ScEne ol he
warld Grly in recent Umes, as
with Joan Mind and Sabador

Caf, Mo matter whethar you
are talking about the direcior

Carrmen cnly recenthy by Cardias
Saura or Pach de Lucia's guitar
music, Spanish influence in
spires Europa at all keveds, jus
as Europs inspiras Span

Irv i Tey yeirss” tirmee the country
wiill prasent itseff to the world
far the Chymipics: When the
Libprmpic flame fEaras Lip i the
Barcelona stadium in 1992, the
whole world will be Spain's

guest. Thas &5 more than just
proat of tha wordd's confidence
in the aconomic potency and
poditical Staknloty of the country,
it 15 also a compliment o the
enangy and cultune ol it= [0
2]

Fiesta

The Fiagta de San Formin m
F"-:I'!‘||'.II|:|r:£I 15 celehratad o Juby
7 every year, It i3 ane of more
thamn 3,000 fiestas which take
place every yaar in Spain, gon

Erally in Ronodr of tha local -
ron =aint. In Pamplona, the
capital of the histonc Navama
at the foot of the Pyreneas with
W0 000 mhabitants, it asts a
full seven days and brings tour

ists from all over the workd un-
der its spall

Ve femnntn i Ban Farmin seey yese airsais thoussests o trursa Brom all over the s rdd

The climax, excitedly awaited
by young men in particular, 15
the enciermo. When a sign 15
given and the paddock or cor
raife is opanad, bulls chargs
out, bursting with enesgy and
vahlmance, thiouagh the nar-
rowy Blbeys of the old part of the
towen. AN uncountabée straam
of peopie follows them, diving
them houdly in the direction of
the plaza de foros

This test of nenees in the arena
i5. an insepargble part of Spain
and no event, apart from the
realm of football with 1ts stans
Real Madnd and FC Barcalons,
eucites the Tempardmint I:I|i
Spaniands more than the oo
s

A long way to
the economic
miracle

For a classacal agricultural cousy
try it has notl bésan oasy 1o
change its face overnight. The
negative balance of trada was,
il atall, only compansated tor by
thax Eonzign axchanga of holiday
s and bank trarmfers from
people employved abroad. Spain
emported far more than it ex:
porbed

FoF Thes Feasan the QovErmmean
an Madnd had besn pursuing a
course of systamabc industreah
saton long belora Spam De-
came g mamber of the Come-
man Market and had bean en-
damaouring to maka the country
attractive to foreign mvestors by
offering specific incantives

Thve fiest fruits of these affors
wene bome by the gamminating
automobie industry = first of all

with tha SEAT 1400 and a littla
later. i 1957, with the “600°, It
wias particularty this Subcom-
paizt car, which was basit under
Fiat'’s auspices, Wwhich visibhy in-
dicated the begnning of the au-
tomoirve wpnwand frend of 8
countng swhich had 13 struggle
with consideraile sconomic dil-
ficulties for decades

This Spanish pecpbe's car, of
which thare are siill estimated
o be 100,000 models on thi
mmad, was the first concreta
ervciance of the reward for hard
work, =ocsal nse, painsakongsy’
szved up for or bought on credil,
ran throughout the country full
o prcle

In 1972 SEAT presented the fa
mous. " 127 which has come 1o
be the best-seling car in Spain
with a totad of 1.4 million vahi-
ches, Chver the vears SEAT, with
sades of DM 2.4 billion, has an-
tered the keague of the 200 ma-
jor companiss 0 the workd

United we
stand

Various automobile groups
from Eurppe and the LUSA
have bean taking full advan-
iage of the larmge supply of
Qualitied workers and the in-
YEsiment incentives offerad
by the government 10 manu-
facturs in !;[_I.l:’" ﬂwlrﬂ] %)
Boonomic growth and rising
Wapes the rmoads became
more and more  populated
With cors — unforfunateky
lpss

Inire  waere bess  and
SEATs mmong tham

With  dwindling  markat
sSharas therg Was an ever
treater lack of resources for
mdispansabla investments in
Brodgucton facilities, resaarch
and devalopmant, The lack of
the company's own expor

| Sales organisanon also hed a

detnimental effect.

Aftar the withdrawal ol Fuat
tha company finglly no longern
had the strendgth 1o hold its
oy on thie market in the long
texm. By resolving to separ-
ate SEAT from tha State-
owned growp of campanses |
INI the spanish governmsent
ook an mmporant step, n
chnpunction with great fnan-
il sacrifices. The way (o
waafds new cooparation Was
np-e-ned_ Thia requireameants
that SEAT ba only associated
waith a really competitive part
mer @nd that the SEAT
margue, Le. tha  spanish
company, be meained, fitted

perectly into the strategy of
the Molkswagen Group of op-
erating in divisions: SEAT
ranks  abongside  Audl  and
Volkswagen and thus closas
& mapar gap

Volkswagen and SEAT had al-

ready sgned & cooperatian
and bocance agreemant limat-
adl 10 Seéwan years in 1982 in
ordad 10 Securs axia produc-
thon capacity. In 1982 produc-
tion of the Passat was com-
meéncad in Barcaelona and a
litthe later of tha Polo in Pam-
plana. Yhen nearly twoyears
later 85000 ‘olkswagsns
rolled ofl Spanish assambly
lines Volkswagen had
achieved a market shara of
B.5 % in Spain. & few years
pressougly the share wwas anly
a bara 0.6 %

Thea opportunity of taking
ovar the whole of SEAT
saemad o be promising n

many raspacis — not least
from o European point of
view. For the Volkswagen
Group SEAT offarsd not anby
the ocppariunity o having a
third independent margue In
the market. The dynamig
gales and sanvice organisa-

| won of SEAT in Spain also

made a commitmant haraat-
tractive. A SEAl gxpod salas
organisation Wwas set up affi-

| cuntly and qucky with ad-

yiceg from and utillsatson of
Volkswagen distnbution fack
lities.

With the existing facilities at
SEAT the problem of short-
{Ermm NCreasd in CEPAGHY WS
sohved at a stroke: Growing
damand for the Golf had tobe
meef ungenthy Together with
the Polo and Passal manulac-
tued by SEAT, Volkswagen
achievad 15 corporate aim of
Baing “Ma. 1 in [l.;ul'_r;!rﬁ'. And
last but not least, Spain itsetf
has the added attraction of
being the fifth largsst auto-
mabile market in Europa

King Juan Caros | himself
gave a clear indication of the
future of SEAT. The monarch,
wha hasnot only Studiad pol-
tical schance but also philoso-
phiv, the history of Nteraturs
and economics, was  wwell
aware of the aconoemic im-
portanco of SEAT, and of the
Opporiunity gvaitable, Vaolks-
wagen oifered technological
and admanistrative  knosee-
hioned and., sith 115 cammil-
mant, promised to become
the lamgest fosoign mvasion m
spam, His personal intarast in
Garman-Spanish  collabora-
tion was underlined by the
wisit to Wiolfsburg of tha King
in 18986 m the cowrse ol a

state wisit to Wast Garmamy.
He was accompanied by
Oueen Sofia, a great grand
clapghtes of the st German
Kaisar
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A piece of unity —
with no politics involved

Competitivensss in the world
automobila market calls for un-
O pros 'r'.-;_;qu:'Jln'gl thacugh-
aut the entirg  Volksws

Graup

and cther Europesn employ-
aes bt st as well in thair
hormd countnes

Soma hamd work is being done
in Barcelona and Pamplona,
and the compam’s linking ug
o the inlemational  Volks-
wagen quality standand s as-
sured. But being competitive
nowadeys also calls for a
syetematic division of produc-
tion. For this reason, planning
waill proveide for 8 refined inter-
linkesd production system be-
twizan the vanous bocations in
Europe.

Before the target is reached,
there have o be massive capi-
tal investments in Spain i the
WEATS 1D COME — IMEsiments
wehich will not ondy allows Volks-

wiagen and SEAT to grone close
togather but which will also
bring both countnes even noar-
& L0 One angther

Even in the past Spanish em-
ployeas wonderad why them
have not been many mone Gar-
s “takegg over” the plants
slona and  Pamplona,

wtl f The Spanish ma-
npgement ideatified itsell with
the ohjectives of corporate
head affice in Walfsburg right
from tha wery beginning. Spe-
crlsts from the pasent com-
pany arg only calkesd in when,
fram tem 10 Gme knosw-how
shier from Walfsburg 15 in-

wmakbde,

' lzaming o speak
progper  Castilian, Both sides
now know much mors than
"plaasa” and “thank you® in the
languaga of the egual-ranking
COUReparn

; iEhastl and By
sware of the fact th

such cooparation is 10 ewery- |

ona’s banafit and that in the |

srjen Lanoup thers arma no

Or  Second-

5 citzens., From  this
aspect, the commitment our-
posaly imaohang  mutesl de- |
pandance is a step towands the: |
Europaan Community of 1952
Al S5EAT the European ides is |

y belng put into practice;
iards gnd Garmans full of |
ard themsalses as




SEAT — fastest growing
European marque

JUsT oneE vEEl after the take-
Chver Oy '-."I.'IELZ-i'n".--':gI:""- tihe first
SUCCEES STONas ars Coem g
The Ibiza and Marballa modets
are salling fast on the ovearall
Epopaan markat, And what 5
mora, SEAT s growing faster
than any dutomotula
manulacturr m Euros, statt
eduction Seemn 1N ecen; yaars
5 even baing replsced by the
taking on of new staff. With
about 25,000 employaas (hars
ard nowy @t ihousand am-
ployess mone working at SEAT
than whan tha comoany was
LEkEH Er

othag

With 25 % growth in 1287 the
trend m Spain 5 BUrpassang
even the boldest of expect
atons. Tha Spanish markel &
bacoming the sacond mast im-

| SLAT pearkecn pland o Fraf nese Harcabsns

portant Eurdpsan SOrasgn miar-
ket for Volkswagen, In 1957
SEAT already achieved 8 2 %
share of the Europesn markai
whach had or 0 rimlhy oy Been

axpacied for 1950

Chwvineg to the joint work with
Volkswagen SEAT i= taking tha
| best approach towands Erking
i 10 the tonatron of Europain
| automobeia manulaciure
Fromn mesasach and develop
ment theough planning and

production 1o ueaisty’ assur
| ance, the ancrmous . knovw
oy can be utiised whiich
6

Volkswagen has at its disposal
as a rasult of mona than 50 mal
lon veteches sold i five de
cades on all continents.

Tk amployess 0 Becalonn
and Fampiond dne moivaied
On the one hand, by the high
standard of quality achieved s0
guickly, and on the other by the
percaphbld  “mMomeEnium” in-
side thie plants: Whereas B we-
haCles par E'I'I'lﬁ-'-:l'r'EE' par year
weiaris Deing built &t the beginn-
ing of the 1880%, productivity
has increased so far to 18 per
amployas par year. Things arm
MoVIng

Chvar BiX] Folos cormag off the
lirees &t Lt SEAT plant in F -
Mon  Svery oay The wig-
1o¢ lesoles invasn for & difference

from the Wolfsburg production
What Volkswagen technicians
simply descnbe as “idantical
nuts  and bolls production”
characterises tha high stand-
ard of manufacture in Pamplo
na and in Barcelona: Mot even
an insdar would sea any differ
ancE Bebdwain a4 Pola  lmam
3{-\.r,'.1|r| and an ongmal” Tem
the Wiokfsbng parent plant — it
is indeed the same vehicle

Cars for Europe

Loww-prnced  but | complaiaty
equipped  subcompact  and
middle-range cars are a markai
which. still promisas healthy
rates of growith in Europe. On
the one hand, becausa ihey
are uncomplicated and mang-
girvrable, on the othés bEcauss
N many cowntnes they balance
1hil BeRES M Aultomoiie de-
rmand with purchasaing povwer
This sagment of the markeat is
niew covamd by the Volks

wWaGen Groud vwith an atirsc-
tive renge of models, SEAT has
gared a prodile of s v, and
DeEn ';ili'.-"-_'l'l 8 saparaie Sirgis
g function

The SEAT Marbella gucksy
comguared the haarts of the
buying public. This smart sub-
compact car at the lower end
of the price-scale is an ideal
ieader - model for woung
paopda or an attractive sacond
car.

With the compact and spioety
SEAT Ibiza drivers are baing ad-
drassied who wish 1o classily
themseahes betwean the Polo
ard Golf, In the GLX warsion
with regulated J-way catalytic
convertar it maats the reguire-
muants lor & clean, anviron-
meEnt-lnemdhy Car

Buyers who are kooking fof
morg  comfort, SpRciousSnESss
and possibly more povar ans
attracted by the SEAT halaga
With a dynamic {0 bhp ingac
tion anging i1 S alreacdy FrCwIng
in the degchion of Spoclmess

In future SEAT vehicles will ba-
CoMmE more and Mmore oo mion
on the mads of Europs, The
great ape of Spanish cars 5
Just BEgmIng

Btais-of the-arl productios af tha Pasglena lerbory

ri







Financial Statements 1987
Volkswagen Group

Prefedenca Frelararca
hrd

i 1

Chrdinary
Bhare
DA 2




Consolidated Balance Sheet of the Volkswagen Group

December 31, 1987

— DM million —
Assets Note Dec. 31,1987 Dec.31,1986
Fixed assats {11 .
Imtangibde assets 28.1 _15
Tang-l:l-lgagagts- 13,405.6 121113
Financial assats 1.125.6 1.088.5 §
Leasing and rental assets 49184 -H-Dﬂi
19,479.2 17,3185
Current assots
Inventories {2 6.617.9 6.801.7 |
Receivablas and other assats 13 9.155.0 8,360.3
Securities 4255 364.2 |
Chagues, cash an hand, n.e-pus.its at Gemman = i
Fedaral Bank and postal giro balancas, cash in banks B.135.0 E.&&Ei.
24,3334 24 D8E.0
Prepaid and deferred charges 2485 Enﬁ.ﬂ_'
44,061, 41,712.4
Stockholdars’ equity and liabilities Note Dec. 31,1987 Dec. 31,1986
Stockholders” equity |
Cubscribed capltal of Volkswagen AG () 1,600.0 1,600.0
Ciedinary shores 1,200.0 =
MNon-voting prelerence shares 30010 L
Potential- capital l;'EIIZI.{I > 3
Capital reserve - 2.B03.2 2.803.2
Aevenue reserves I.Eu:- = 5.692.4 5.087.7
Met earnings avasabla for cistibuton B 307.5 3G7.1
.-"-;"I.i.n-:.'-'.h.- intarest in E-'.'.II'EE-II_iI'JiI'u':'d EubSidia s 4224 411 1_-
10,7256 10,1081
Special items with an equity portion 6l 22028 18284
Special itam for investment subsidies 9.4 9.5
Undetermined liabilities (7 14,864.1 H.E*JE__ _
Linbilities (=) 16,8178 14,938.8
Deferred income 441.4 .'!‘l--’:.ﬂ_r
a4, 061.1 41.TTE.L :

Consolidated Statement ot Earnings
of the Volkswagen Group

As at December 31, 1987
Mote 1887 .. 1ogs
Ok millioe DA miillioen
| Sales k] 54,634.9 52,794.3
Cost of sales 4852549 46,745 5
Gross profit = §,109.0 +6,048.4
Saefling and distribution expanses $ 880.0 3.904.8
_Gen-aral edmenistration axpenses 1./518.2 1,¢¥
Ether cparating income {1y 39618 256823
_E'th.Er' q;a.t;ng EXDENSES (11 22315 1*.33I}3
_ﬂesulr_':. from participations ) 12] 0.2 +- _EE
Tr.tﬁrem resuits (13 120 + EEB‘I
_Write-rim-..'n af financial assets and
securitees classified as currant assats 2228 333
Results from ordinary business activities +1,610.5 + 1.535.6
Extraordinany axpanias i14) 443 3 473.0
_Fa:-ces an incime - FEG 2 G424
Net earnings 598.0 580.2
<]



AR L5

Intangible assets
Tangible assats

Leasing and rental assats

Intangible assels
Tangible assats
Leasing and rental assets

121 1 -\..._.u'\.-\. -\.,'\.-\.r\-\:-.{

_l' p— By

:'g"'-u---.“‘-\.' i ar "'-;".'.: o
r _..|,L,,..,1:|;I __.,._..i | RERAAAEE
|,I_1: L XL .-'\.",_:!

DM milllion

7.7

43723
33178

'Tradum-::mﬂigu

Receivables from affiliated mmnlaa_
' af which trade receivablas

Dec, 31, 1987
DM miltion
1,611.2
1,770.4
32288

7.6

6.617.9

Dec. 31, 1987
DM miliion
1,548.8

87

| a.0)

2983
{ 203.4)
B,500.2

—
9,155.0




18] Liabilities

l.i" ."""':. i3 SRR | -Ju.'l"' -qné:l'."i-'b\.“" -
e = — | Type of liabdity Dec. 31,1987
Crl rmilsan
Loans 1,123.0
of which convertibla (=]
Ligbilities due to banks 75166
— = — = Advance payments received 2234
5] Revenue reservas Trade payables: 358622

R, AT [ — o

| i — Dec; 31, 1887
Cibd millan

Notas p!\'lhh 186.%
_ Amounts pafihh 1o nfﬂ‘ll‘ta‘d

Legal reserve 8.0 companies 0.1
Reserve for treasury stock 187
Other revenue reserves 5E15.7

5,692.4

Amounts: Flflb[t 10 companias in which
pmﬂﬁnl ire held 2064

Crthar liabiliti 28320 Eﬂﬁﬁ.ﬁ
of which taxes [ 617.8) I H’t 1
mvﬂﬂhmﬂmﬂlm [ 427.8)

s T 4"“:—""\.-.3-"‘“'.&"'-. Hk
_'-.r.-':.-\.,-\_n".n,,-_ﬁ_lhﬁ bty _4.'

Sy s et

Dec. 31, 1887

CihA. il
2439
18528
- HY Commitments
Dec 31,1987 |
. - — Db mallian |
H Unde! .—--'..%“‘L'L"‘"’ .
— - Dac. 21,1087 Contingent liabilties with respact (0 notes 2.058.0
[ rmalllicon o Cﬂd&nﬂﬂnt Ihlﬁﬁ‘ﬂﬂﬂ w]m respect 1o l;p.mntana- ma
Undetermined liabiEties for pensions 'Gmﬁr-nim l‘rlhﬂiﬂh mmmmummmu 477
and similar obligations 5,889.1 -H-duummmwm_ ) sacure ,
Undetermined liabilities in respect of taxes. 924.7 “another party's hh‘ﬂﬂi 20.1
Other undetermined liabiities 8,050.3 Ciiher contingent labdities 0.8
14,864.1




West Germany
Europs jexcl. Wast Garmany)

Marth Armisnca
Latin Asmanca
Africa
AsialDoaanis
Total

Dther oparating income

of which incomsa from afimination of specisl

terms with an equity portion

Total
Ot miilliom

22 55468
18,6634
6.855.4
37929
1.108.3
1,665.3
54,5349

Dec: 311587
OM million

3.361.8

{ 439.9)

Cither aperaling expensas
of which ransfars 1o the
items with an-equity porthon

Cec, 31,1287
DA muallion

221315

[ BI5.6)

Dec. 311987 Dee. 31,1986
OM million DM milkon -
80,2 67.0

| 26} i 2.51

(73,71 [61.8)

= L3

802
E———-

Dec 31,1987 + Dec. 31,1988
DM million DM million
14.5 ¢ 613
[ 3.6

1.443.7
[ 0.5

1.446.2




Total expansas for the period

Structure of the workforce

Particulars ralating to the
Supervisory Board and the Board
of Management of Volkswagen AG

Labour cost

The members of the Supemrvisory Board
ard thie Board of Mansgamdent are listad
Gn pages G and 7

The mmameration of the maembers-ol
e Board of Mamagemant for the fiscal
yvaar 1887 wialed DM 1,697,172 in
respect of Volkswgen Al and

Ok 122038440 in respect of the Group

31.331.3

Dec. 31,1987
! ]

15,1921

RE 40 1
260,458
B, 667

267 125

Aetired meambsas of ke Board of Ma
riagement or thes surviving dependants
recaned D 6,564,004 in mspect of
Volkiswagen A6 and the Groug

Tha mmunemtion of the Supenisory
Baard smounied o D 318,500 m -
spect ol 'u'l'.:-'l.*.'.-'.';l-iil_-rl ALz and the (oD,




s DM rdlicn) 26,724 3,288 37878 37.434 40,069 45,671 52,502 52,794 4,635

Change on previous year in - 1 & 14 = 7 14 18 1 3

11,228 11,660 12, G 12027 14,463 14638 1817 18,839 2 655

15,495 21,438 75814 75,407 25,636 31,033 26,331 33,955 32,0680

dormasiic Group comganies 10532 14,102 14857 15,733 15,460 20,108 24,035 3414 73 850
Mt n of A

foreign Group comparies 5870 8,733 12,398 11,348 11,812 12,364 14,608 14,127 3,080

shicle Sales (Thousand urits] 235 2,455 2378 2,120 FRFL AL 2368 2758 XL

N previous year in % 3] =3 — g =3 0 i 12 1 3

B 768 738 672 750 708 {7 B3 a7l

.40 1,707 1,541 1,448 1377 1.437 1,678 1,820 1553

mwgﬁﬂ 2386 2,574 2348 2.130 2118 2,148 2,358 2771 2770

“on provious year I T i [ —3 —F — 2 2 T B

7 1.660 1,400 1410 1381 1.413 1474 1,605 ¥ 564 1,665

Bi6 1,078 &6 743 703 674 T3 1.123 1,106

Workforce at yoar end (thousand emgioyses) 207 256 247 78 72 78 759 276 700

o previDUS year in % B 8 — & — 3 - 3 3 8 7 - &

138 153 160 158 156 160 170 169 170

68 a9 BT 81 76 78 [i%] 107 ]

“Capital Investments (DM millionl” 1.590 4279 4,851 4692 4650 2.782 3,388 637 455

; o prEVIoUS year in % 17 38 13 ] = A x 72 [ —

1,550 3,163 3,083 3654 3478 1,BEg 2,508 3,849 4,324

(&L 1,118 1.762 1738 1. 562 [E BAC 2522 268

g and Rental Assets (DM mion) 7021 3317 273 3,318

o previDus yant in % £} - 1B 21

Cash Flow (D million) 260 3,141 3,936 3.862 5.207 4,081 4,568 4285 4,874

2 DN provious yeat in % . 5 5 25 — 12 51 . 12 — & a

T B74 an 136 =300 =216 228 56 B8O 598

BT 152 120 - = 120 240 306 306

sharas [DM 1 T 152 120 - - 120 240 240 240
: = EE o




2 78 % intangibie assats

8,740 121 13,406 10.7 Tangibhe assats
YL 1059 11385 24 Firancial assats
anz 4,106 4.8 188 Leaung and sontal ascets

17318

&

L]
o
g

SEh:
A

BE5alE| (ElEle(e
B

2
&
fd
A
i
15

— - — -

1200 1.200 1,200
5,327 5,165 5,323
251 W e am w5 - o
6,708 [ e 307 : 2 Mot earnengs availeble for distibuton
3 17 X imtarest in
i o nat 1o be distribided
4,335 4,739 5029 1.828 £.200 205 Spacial items with &n eguity parion
5,597 7417 9343 10 O — 17 Specl item for investment subsidws
9,832 12,158 143712 11,847 12.538 B84 Stockholders’ Equity
7: 1,063 1,283 w7 B4y GI94 BT 112 Undetarmined kabaties (parsons)
1to 4 years 08 257 468 712 1,004 1411 1,291 A 925 — BR Undetarmined kablites (tases|
4778 8,507 8478 8,351 9,925 11,570 10,568 B.228 8,060 - 23 Other undeterminad labilties
E,‘.I'EH g.322 11, HIE 11,118 gl 12,202 13973 12807 14,614 14 564 24 Undetermined Linbilities
s s :
i =5 Liabilities payaie wiihn
188 240 183 124 — = 124 244 1,344 1217 =94 mcee than § years
e E 1,456 1,959 373 110 6 years
=t 12,451 L 48 upto 1 yoar
i 17 4 2 _1 . 3 4 4 15,251 1,255 6 Liabilities
12,604 15,460 18,830 18,949 = 23047 20,757 27437 29,760 41,133 48 Dutside Capital
18160 F.678 74,797 76,397 —% 0755 d2oa | saide M7 #4061 B8 Tousl Capimi
—
__1 Gtatement -ﬂiﬂ'ﬂl’l :
— & - . Jasuary = December
27,286 an,638 34 983 3187 -r-" A0, BB 46,772 HET06 ¥ 54,638 b Sping
14,099 165,835 18,23 18,752 — @RI 2384 2me23 #6748 Annoe 38 Cost of sales
Laboor Cost 7,856 g113 10,782 11,779 - 5? 12,371 13,237 13913 5,380 b, 4948 2.2 Mmmmnmm
Deprotiation and writs-down 1456 1,695 2,102 2804 ol ;
Bapeaciation on kasing and rental assats =3 B
Taxes 1,682 2,081 1,400 B48 =
o0 incorma, parreEngn ard progarty 1,024 2,004
Sundry aapenses less sundry ncome 1,808
Mt parmngs/Loss



Commercial vehicles
from the Volkswagen

range
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