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Salient Figures

Sales million DM
Vehicle Sales units
Production units
Workforce at year end

Capital Investments (Additions) million DM

Depreciation and Write-down million DM

Cost of Materials million DM
Labour Cost million DM
(Loss) Net Earnings million DM

All percentages are based on non-rounded figures.

Volkswagen Group
Increase
(Decrecse)
9 0

1983 1982
40,089 37,434 7.1

2127218  2,119918 0.3
2115924 2130075  (0.7)
231710 239,116  (3.1)
4,858 4892 (07)
3,689 3038 214
20,852 19,573 6.5
12,371 12,069 25
(215) (300) 283

Volkswagenwerk AG
Soimison
1983 198 %
29,187 27,028 8.0
1,538,395 1,529,398 0.6
1,179,993 1,196,868 (1.4)
114,522 118,883 3.7)
2,444 1,962 24.6
2,064 1,902 8.5
19,567 17,488 LS
7,324 6,784 8.0
(85) 33 X
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for the
/Snnuol Meeting of Stockholders

o

Volkswagenwerk
Aktiengesellschaft

to be held at 10.00 a.m.
on Thursday, July 12,1984
at the Stadthalle in
Wolfsburg

Agenda

. Presentation of confirmed financial

statements for the year ended De-
cember 31, 1983, the Annual Report
for 1983 together with the report of
the Supervisory Board, the consoli-
dated financial statements for the
year ended December 31, 1983
and the Annual Report of the Volks-
wagen Group for 1983

. Resolution on ratification of the ac-

tions of the Board of Management
for the fiscal year 1983

. Resolution on ratification of the ac-

tions of the Supervisory Board for
the fiscal year 1983

With respect to items 2 and 3, the
Supervisory Board and the Board
of Management recommend that
their actions be formally ratified.

. Resolution on the creation of au-

thorized capital stock

The Supervisory Board and the
Board of Management propose

al to authorize the Board of Mana-
gement fo raise the capital stock
of the Company from 1,200 mil-
lion DM to 1,500 million DM (au-
thorized capital stockl by issuing
new bearer shares with the con-
sent of the Supervisory Board up
to June 30, 1989.

b) to amend § 4 subsection 3 of the
Articles of Association as fol-
lows:

“The Board of Management is
authorized to raise the capital
stock of the Company by up to
300 million DM by issuing new
bearer shares with the approval
of the Supervisory Board up to
June 30, 1989

5. Resolution on the creation of

potential capital stock

The Supervisory Board and the
Board of Management propose

al to authorize the Board of Mana-
gement to issue, up to June 30,
1989 and with the approval of
the Supervisory Board, conver-
tible bonds, option bonds and
participating income bonds
made out to bearer totalling a
par value of up to 600 million
DM lincluding the possibility of
issuing fractional amounts) with
terms of up to 15 years. This also
applies to option bonds with
options on Volkswagenwerk AG
shares issued by direct or indi-
rect 100 % foreign subsidiaries of
Volkswagenwerk AG guaran-
teed by Volkswagenwerk AG.
Option bonds may be issued in
German marks, US dollars or
Swiss francs.

For option bonds issued by
Volkswagenwerk AG, the option
price per Volkswagenwerk AG
share with a nominal value of
S0 DM is fixed at up to 20% be-
low the average official stan-
dard quotation for Volkswagen-
werk AG shares at the Frankfurt
Stock Exchange over the ten
trading days preceding the re-
solution on the issue of the
bond. The Board of Manage-
ment is entitled to round the op-
tion price established in this way
up or down o a whole number
of German marks. The option
bonds are to be offered for sale
to the stockholders of Volkswa-
genwerk AG, with the exception
of any quantity of bonds above
and beyond those to which the
stockholders are entitled.



For option bonds issued by a di-
rectly or indirectly wholly-owned
foreign subsidiary of Volkswa-
genwerk AG, the option price is
the equivalent of the average
official standard quotation for
Volkswagenwerk AG shares at
the Frankfurt Stock Exchange -
rounded up to whole German
marks — over the ten trading
days preceding the resolution
on the issue of the bond. The
stockholders of Volkswagenwerk
AG shall have no subscription
right.

If, during the term of the option
bond, the capital stock of Volks-
wagenwerk AG is raised by the
issue of new shares observing
the subscription right of the
stockholders or if new conver-
tible or option bonds are issued,
the option price shall be reduc-
ed by the amount calculated
from the average price of the
option to which stockholders are
entitled over all trading days of
the Frankfurt Stock Exc ange,
rounded up to the nearest full
German mark. The option price
shall not be reduced if the bea-
rers of the stock purchase war-
rant are granted a subscription
right equivalent to that of stock-
holders.

The Board of Management shall
be authorized, after approval
has been granted by the Super-
visory Board in accordance with
sentence |, to stipulate the other
details connected with issuing
convertible bonds, option bonds
or participating income bonds.

b) to raise the capital stock of the
Company by up to 200 million
DM by issuing up to 4,000,000
bearer shares with a par value
of 50 DM each. The potential
capital increase will serve to
grant irrevocable rights to the
bearers of convertible bonds,
option bonds and participating

income bonds issued according

to the above authorization. The
potential capital increase shall

be effected only insofar as these

rights are exercised.

The new shares shall be entitled
to a share in the profits as of the

beginning of the fiscal year
which follows the year of pur-
chase.

The Board of Management shall

be authorized to stipulate the

other details connected with ef-

fecting a potential increase in
capital stock.

c) to add the following subsection
4 to § 4 of the Articles of Asso-
ciation:

“Capital stock has been poten-

tially raised by up to 200 million

DM. The potential increase in
capital stock shall be effected

only insofar as the bearers exer-

cise their rights associated with
the convertible bonds, option

bonds and participating income

bonds to be issued up to June
30, 1989. The new shares shall
be entitled to a share in the

profits as of the beginning of the

fiscal year which follows the
year of purchase.”

d) to authorize the Supervisory
Board to amend § 4 of the Artic-
les of Association depending on
the amount of potential capital
stock.

6. Appointment of auditors for the fis-
cal year 1984

The Supervisory Board proposes
that TREUARBEIT Aktiengesellschaft
Wirtschaftsprifungsgesellschaft
Steverberatungsgesellschaft,
Hanover, be appointed auditors
for the fiscal year 1984.



Karl Gustaf Ratien (64), Frankfurt
Chairman
Chairman of the Board of Mana-
gement of Metallgesellschaft AG

Hans Mayr (62), Dreieich
as of February 10, 1984
Deputy Chairman las of April 1],
1984)
Chairman of the Metalworkers
Union

Supervisory Board
(Aufsichtsrat)

Birgit Breuel (46), Hanover
Minister for Economic Affairs and
Transport of lower Saxony

Dr. jur. E Wilhelm Christians (6])
Dusseldort
Member of the Board of Manage-
ment of the Deutsche Bank AG

Siegfried Ehlers (59), Wolfsburg
Chairman of Group Works
Council of Volkswagenwerk AG

Dr. rer. pol. Hans Friderichs (52)
Frankfurt
Member of the Board of Manage-
ment of the Dresdner Bank AG

Albert Hoffmeister (55), Wolfsburg
Senior Executive of
Volkswagenwerk AG

Hans-Ginter Hoppe (61), Berlin
Former Member of the Berlin
Senate

Walther leisler Kiep (58), Bonn
as of January 26, 1983

Businessman (Insurance)

Gerd Kuhl (61), Frankfurt
Trade Union Secretary to the
Executive Committee of the
Metalworkers Union

Hans L. Merkle (71)
Stuttgart
Chairman of the Management
of Robert Bosch GmbH

Karl Heinrich Mihr (48), Kassel
Chairman of Works Council of
Volkswagenwerk AG
Kassel Plant

Gerhard Mogwitz (50), Hanover
Chairman of Works Council of
Volkswagenwerk AG
Hanover Plant

Walter Neuert (58), Ingolstadt
Chairman of Joint Works Council
of AUDI NSU AUTO UNION AG

Heinz Pabst (52), Brunswick
Chairman of Works Council of
Volkswagenwerk AG
Brunswick Plant

Manfred Pusch (45), Wolfsburg
Deputy Chairman of Group Works
Council of Volkswagenwerk AG

Dr. agr. Burkhard Ritz (52), Hanover
Minister of Finance of
Llower Saxony

Dr. rer. pol. Otto Schlecht (58)
Bonn-Duisdorf
Undersecretary of State in the

Federal Ministry for Economic
Affairs

Toni Schmicker (62),
Bergisch-Gladbach
Former Chairman of the
Board of Management of
Volkswagenwerk AG

Dr. rer. pol. Albert Schunk (42)
Frankfurt
Trade Union Secretary to the

Executive Committee of the Metal-
workers Union

Retired from the Supervisory
Board:

Eugen loderer (63), Frankfurt
as of January 27, 1984
Former Chairman of the
Metalworkers Union

Dr. rer. pol. Horst Schulmann (50!
Bonn
as of January 26, 1983
Former Undersecretary of State in
the Federal Ministry of Finance



Dr. rer. pol. Carl H. Hahn (57)
Chairman of the
Board of Management

Horst Minzner (59)
Deputy Chairman of the
Board of Management
Purchasing and logistics

Board of Management

(Vorstand)

Claus Borgward (45)
Quality Assurance

Karl-Heinz Briam (61)
Personnel and Social Matters
(Director of Labour Relations)

Prof. Dr. techn. Ernst Fiala (55)
Research and Development

Dr. jur. Peter Frerk (53)
legal Matters,
Auditing and Economics

Dr. jur. Wolfgang R. Habbel (60
AUDI NSU AUTO UNION AG

Ginter Hartwich (48)
Production

Dr. rer. pol. Werner P Schmidt (51)
Sales

Dr. rer. pol. Rolf Selowsky (53)
Finance and Business
Administration




Report of the
Supervisory Board

During the year under report the
Board of Management kept the
Supervisory Board regularly informed
about the state of affairs, business
activity and corporate policy of the
Company. Steps requiring the prior
approval of the Supervisory Board,
either by law or under the Compa-
ny's Articles of Association, were dis-
cussed in detail at meetings of the
Supervisory Board and its committees
before a final decision was taken. A
regular check was kept on the mana-
gement of the Company's affairs by
means of written and verbal reports
produced by the Board of Manage-
ment.

The financial statements for the
Group and Volkswagenwerk AG at
December 31,1983, have been sub-
mitted to the Supervisory Board toge-
ther with the 1983 Annual Report. The
auditors, TREUARBEIT Aktiengesell-
schaft Wirtschaftsprifungsgesell-
schaft Steverberatungsgesellschaft,
Hanover, have examined the above
financial statements together with the
Annual Report and the books, and
have issued an unqualified certificate
of approval.

The financial statements of Volkswa-
genwerk AG and the Annual Report
were examined by the Supervisory
Board who raised no objections.

The Supervisory Board accordingly
concurs with the auditors' findings
and approves the annual financial
statements, which are hereby con-
firmed.

In accordance with § 12 of Volkswa-
genwerk AG's Articles of Association
Herr Walther Leisler Kiep was
appointed to represent the Federal
German Government on the Supervi-
sory Board as of January 26, 1983,
thus replacing Dr. Horst Schulmann.

The Supervisory Board would like to
thank Dr. Schulmann for his valuable
service.

The end of the Supervisory Board
meeting held on January 27,1984,
marked the departure of Herr Eugen
loderer from the Supervisory Board at
Volkswagenwerk AG. Ever since he
was appointed Deputy Chairman in
1972 and in his capacity as member
of the Presidium Herr loderer has
made a vital contribution to the deve-
lopment of the Volkswagen Group.
His open-mindedness and the con-
structiveness of working with him
were always a help in setting about
solving the difficult problems. The
Supervisory Board would also like to
take this opportunity of expressing its
recognition and sincere affection for
Herr loderer and thanking him for his
long and active service.

Woltsburg District Court appointed
Herr Hans Mayr, Chairman of the
Metalworkers Union, to succeed Herr
loderer as of February 10, 1984, and
serve on the Supervisory Board of
Volkswagenwerk AG. Herr Mayr was
ﬁligsef its Deputy Chairman on April

Wolfsburg, April 11, 1984

Chairman of the Supervisory Board



Report of the
Board of

Management

The Situation in the
World Economy

and the

Automobile Industry

Slight upward trends in certain
regions of the world

The economic recession over the past
few years reached its lowest level
round about the end of 1982 but has
shown positive signs ever since. The
turn in the tide originated particularly
in the United States, Canada, Japan,
Britain and West Germany and had
a positive influence on economies in
the rest of the world. A considerable
increase in the money supply, particu-
larly in the United States where it had
been kept short for years, caused an
increase in demand. Under the influ-
ence of lower interest rates com-
pared with the high-interest phase,
an improved economic outlook and
deliberate government intervention,
particularly private consumption in-
creased. In addition, reduction of
stocks largely came to an end. The
inclination to invest was very conser-
vative throughout most of the year
and only picked up towards the end
of 1983. Further economic recovery
was prevented by the level of interest
rates which, although they had fallen,
were still too high. They reflect the
high budget de?icifs and conside-
rable indebtedness to be found in
many countries.

It was the United States which first
managed to overcome the trough of
the recession and provide the stron-
gest impetus for economic recovery.
Aided by the high exchange rate for
the dollar, the American market con-
stituted a major factor in compensa-
ting for dwindling exports in many
other industrial countries, including
European ones, because in 1983 We-
stern Europe was only just beginning
to recover slowly from the period of
stagnation. Even trade with OPEC
countries lost much of its former dyna-
mism owing to the drop in oil reve-
nue. Coupled with a general lack of
economic activity and a growing
need for consolidation the enormous
indebtedness and the lack of foreign
currency, not only in Latin America
but also in various COMECON
countries, led to a marked reduction
in these countries’ levels of imports.

The economic leadership of the
United States

On account of its ability to overcome
the crisis the United States assumed
special responsibility. The chiefly self-
oriented American economic policy
considerably influenced the key ge-
neral economic factors of other coun-
tries owing to its maijor role in the
world economy.

The continuing period of recovery
and high growth rates in early 1983
followed 'r%me longest post-war reces-
sion which the United States had ex-
perienced. The economic revival was
supported particularly by the rise in
consumer demand. Investment, on the
other hand, fell short of the general
economic trend. Economic upswing
resulted in the unemployment rate fal-
ling to below 9% and showing a fur-
ther declining tendency.

The extremely high budget deficit of
almost 200 billion US$ not only re-
presented a considerable burden on
the American economy but also had
a markedly detrimental effect on eco-
nomic development in the rest of the
world owing to accompanying high
real interest rates. Competitiveness of
the other OECD countries was back-
ed up by the high value of the dollar
which may be regarded as out of
proportion particularly because of
the substantial influx of capital, bear-
ing in mind the international situation
with regard to prices and costs. It
was particularly Japan which benefit-
ed with an increased balance of trade
surplus of almost 20 billion USS, thus
showing distinctly how dependent
the Japanese economy is on that one
of North America. However, the EEC
countries too, whose balance of tra-
de with the United States has traditio-
nally been a negative one, achieved
a surplus of 1] bi(];ion USS in bilateral
trade. The imbalance in the flow of

oods led to signs of protectionism in
the United States and a substantial
balance of trade deficit amounting to
over 60 billion USS.




The American automobile
industry’s high growth rate

The American automobile industry
made a major contribution to the
economic upturn. In 1983 total pro-
duction was up by almost 32% to 9.2
million vehicles compared with the

albeit exceptionally low level of 1982.

There were 15% more passenger-car
registrations whereby low-interest fi-
nancing and discount campaigns
managed to stimulate demand parti-
cularly in the first six-month period.

Continuing recession in

Latin America

The countries of Latin America ranked
among those hit worst by the world's
economic difficulties. Only a few
countries benefited from the general
improvement in economic climate to-
wards the end of the year, and then
only to a limited extent. On the whole
the region had to come to terms with
|ower?evels of gross national product
for the second year running. Inflation
rates in the various countries conti-
nued to rise significantly. The number
of unemployed and underemployed
increased drastically.

Apart from the internal problems,
Latin American countries’ external »
borrowing poses a considerable pro-
blem for the rest of the western world.
These countries no longer have suffi-
cient financial resources available to
pay back the loans generously grant-
ed during the boom years. An unenvi-
saged phase of economic contrac-
tion coupled with an unexpectedly
long period of high interest rates
made it impossible to repay the

loans on the conditions originally
agreed upon. The consequences
were moratoriums and hard funding
negotiations with international financ-
ing organizations. The resulting un-
certainties not only caused the eco-
nomic situation to tighten in the indivi-
dual countries of Latin America but
also encumbered the western world
of finance considerably. To counter-
act the economic miscarriages many
governments were prompted by inter-
national financing institutions to infro-
duce restrictive economic programs,
which were accompanied by varying
levels of success. It was particularly
the balances of trade which showed
a marked improvement as a result.

Difficult times for the automobile
industry in Latin America

The automobile industries in Latin
America took very different courses.
Whilst in Brazil (merely on account of
the first six months) and Argentina it
was possible to boost production



from a low level and thus in some
degree to counteract economic
recession, vehicle manufacture in
Mexico had to be dampened consi-
derably owing fo economic circum-
stances.

Western Europe in the
consolidation phase

The course of economic development
in Western Europe was rather varied.
Whilst some countries such as Britain
and West Germany managed fo ini-
tiate an upward economic trend,
other countries such as France and
ltaly were still bogged down by the
recession. It was only at the end of
1983 that initial signs of recovery ap-
peared there too. Overall, Western
Europe showed a slight improvement
in the economic situation, brought
about by a more flexible monetary
policy and the accompanying drop
in interest levels and particularly by
inflation rates below those of the pre-
vious year. less substantial wage in-
Creases and a drop in the prices for
crude oil provided further positive im-
petus. Capital markets were bur-
dened by the partial continued rise in
budget deficits, thus preventing any
great fall in the level of interest rates
which would have been desirable.
EEC countries’ foreign trade saw a
positive trend especially on account
of increasing demand in the United
States. Bilateral exchange of goods
with Japan showed an increase in
the trade deficit by just under 10% to
10.2 billion US $. Japan supplied more
and more components which are
Incorporated in the European end
Product and are no longer in
evidence as Japanese products.

Increase in production in the
uropean automobile industry
€ automobile industry was one of
the few growth industries in Western
urope. Owing to the increase in pro-
uction it managed to make a vital
contribution towards initiating an
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upward economic trend and to stimu-
lating trade since a major part of
production is exported particularly to
other European countries. West Euro-
pean automobile exports to non-
European regions of the world came
to over a million vehicles and also
exceeded imports. There was a rise in
sales not only in West Germany but
also in Britain and Scandinavian
countries whilst in France and Italy
the consequences of the recession
took longer to heal so there was a
slight drop in sales. Altogether 10.4
million passenger cars were regis-
tered in Western Europe in 1983, 5%
more than in 1982.

Positive trend in West Germany

In West Germany the economic reco-
very which was clearly perceptible
since the beginning of 1983 conti-
nued to gain momentum throughout
the year. The increase in economic
activity was particularly due to the
rise in domestic demand whilst the
export trend, which in previous years
had proven to be a crucial factor in
economic upswing, took a less favou-
rable course, especially in the first
half of 1983. Compared with the
basic rates and weighted with the
member countries’ shares in foreign
trade, the rise in the value of the
German mark within the European
Monetary System (EMS) in March
1983 was about 5.5%, hampering the
competitiveness of German exporters
in these countries inasmuch as the
revaluation exceeded the differences
in inflation rates. There was thus no
opportunity for any acceleration in
the rate of growth. When the new
exchange rates in Europe had be-
come a matter of routine and the
economic situation abroad was
beginning to emerge from the trough
of the recession, the negative factors
influencing foreign trade began to
diminish. The volume of exports, parti-
cularly to Third World countries, was
restricted by balance of payments
difficulties and the credit squeeze.
The increase in gross national pro-
duct was 1.3% for the year as a

10

whole (more than originally expect-
ed) and was even up 2.9% for the
fourth quarter, so West Germany
took its place in the group of major
western industrialized nations which
had managed to show a rise. How-
ever, the growth is solely due to the
increased level of productivity by the
economy as a whole because the
numbers employed continued to dec-
line in 1983. Nevertheless, the labour
market showed positive signs in the
reduction of short-time working and
the rise in the number of placements.
In the late summer of 1983, even the
steep rise in unemployment came to
a standstill for the first time in 3}
years taking seasonal influences into
account. Compared with other indu-
strialized nations the rise in prices
was low in 1983. Although numerous
imports showed a marked rise in
price owing to the increase in the ex-
change rate for the US dollar, West
Germany had the lowest inflation
rate after Japan. The trend in the
prices of raw materials had a positive
influence because they remained -
even when converted into DM - be-
low the previous year's level, despite
a significant upward movement to-
wards the end of the year. This would
endorse past experience whereby
world market prices in dollars deter-
mined by supply and demand drop
when the exchange rate for the dol-
lar rises. As far as West Germany
was concerned, the favourable trend
was chiefly accounted for by the fall
in energy prices. The average price
of a tonne of crude oil fell from 616.48
DM in 1982 to 579.22 DM. Coupled
with the positive influences on
economic trends exerted by econom-
ic revival in the United States, the
German economy was provided with
the breathing space required to
introduce necessary structural im-
provements. We now have to use this

opportunity.

The German automobile industry
provided impetus

The automobile industry was yet
again the driving force behind eco-

nomic recovery. The increase in pro-
duction by 2.7 % to 4,170,551 vehicles,
the parallel trend towards up-market
vehicles and the resulting improved
utilization of capacity, in the supply
industry as well, played a decisive
role in returning to economic growth.
Compared with the previous year,
production showed a considerably
better result in the second half of the
year than in the first half. Alongside a
high level of investment the automo-
bile industry was thus the only major
industrial sector in West Germany
which managed to expand its labour
force in 1983. The rise in the number
of passenger car registrations by
12.5% to 2,374,635 units indicates
that part of the backlog was met and
passenger car sales are back to their
long-term trend.



Regional breakdown of the
sales of Volkswagenwerk AG

for 1983 (million M)

Business
Developments

in 1983

World-wide the Volkswagen Group
delivered a total of 2,110,672 vehicles
to customers, approximately the same
number as in the previous year
(—0.3%). The sale of passenger cars
rose by 0.9 % to 1,901,244 whilst com-
mercial vehicle sales dropped by
9.7 % to 209,428 units. The negative
trends in Latin America, South Africa
and several countries in Western
Europe may be compared with the
increases shown particularly in West
Germany.

The Volkswagen Group took great
pains to regain a satistactory level of
Erofifqbilify through measures to

oost productivity backed up by new
products. Investment policy was fo-
cused on these points and our efforts
were complemented by the further
expansion of our sales organization.

In the regions served by Volkswagen-
werk AG 1,772,744 automobiles were
delivered to customers, 1.4 % less than
the previous year. The proportion of
passenger cars fell slightly to
1,598,469 (— 0.9 %) whilst commercial
vehicle sales dropped to 174,275
units (= 5.5%).

Domestic 14,345 (49.1 %)
Australia 18( 0.1 %)
Asiq 447 ( 1.5 %)
Africa 477 | 1.7 %)
America 3,941 (13.5 %)

Europe (excludin
ed. Rep. of ?
Germany)

9,959 (34.1 %l

Abroad

14,842 (50.9 %!

Recovery in domestic demand

The major market was West Germa-
ny which saw a recovery last year
after several years of decline in vehic-
le sales. Passenger car and commer-
cial vehicle registrations rose by

12.8 % to 2,570,206 units.

Domestic sales of Volkswagen and
Audi vehicles rose to 735,044, a total
increase of 9.3 % compared with the
previous year. The share of our
models in the passenger car market
as a whole came to 27.8 %, slightly
less than the 28.9% in the previous
year.

The Golf showed an exceptionally
dynamic trend. Although it had long
been known that this model was due
for a new generation it was still un-
disputedly the best-selling model in
Germany, despite competition which
has become more and more concen-
trated in this area ever since the Golf
first appeared. The new Golf which
succeeded its unbeaten predecessor
in September fulfilled our expectations
and followed on admirably in the tra-
dition of this market leader. The Golf
has been at the top of the annual list
of bestsellers without interruption
since 1975.

The Audi 100, which succeeded its
successful predecessor in October
1982, managed to surpass the pre-
vious market shares in the first com-
plete year of sales. Extending the
model range to include the Audi 80
quattro had a positive effect on Audi
sales with its market share rising from
59% to 7.1% in 1983.

There was a remarkable develop-
ment in the sale of passenger cars
with diesel engines. The settling down
of fuel prices and the reduction in fuel
consumption by conventional petrol
engines have resulted in considera-
ble progress as far as economical
motoring is concerned, so the trend
towards diesél failed to continue. In
fact, diesel car sales dropped by
about a fifth in West Germany alone.

1l




The Volkswagen Group, the major
domestic manufacturer of diesel cars,
was affected more than most.

Increasing confidence in general eco-
nomic recovery and the investment
allowance had a stimulating effect on
commercial vehicle sales. Despite
pressure from keener competition the
Volkswagen Group was able to in-
crease its share in the market for ve-
hicles up to a total weight of 6 tonnes
to 44.1%, thus remaining No. 1in this
sector of the market.

Difficult conditions in Europe

The adjustment of exchange rates for
the German mark in March 1983,
which was partially designed to com-
pensate for inflation, once again set
up hurdles for German exports in
Europe. There were drops in sales al-
so because of the continued reces-
sion particularly in the key markets of
France and Italy. Sales of Volkswagen
and Audi vehicles came to 608,765 in
the European large-volume markets
and were not quite able to reach the
record level achieved in 1982.

As in the previous year, the major
markets were France, Britain and Italy,
total sales amounting to more than
100,000 Group vehicles in each case.
There were considerable growth ra-
tes in Austria and our new market
Spain where our collaboration with
the SEAT company has got off to a
promising start.

2.5
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Varying trends in overseas
markets

In the United States, imported Volks-
wagen models were able to partici-
pate in the upward trend whilst the
sale of vehicles produced locally
tended to decline. In the Brazilian
market, passenger car sales manag-
ed to reach the volume achieved in
the previous year again. Despite the
continuing difficult market situation,
truck sales still managed to exceed
the albeit low level from the previous
year. In Mexico, the decline in sales
of our passenger cars was roughly in
proportion to the contraction of the
market as a whole. The downward
tendency in the South African auto-
mobile market continued into its third
year. There was also increased pres-
sure from Japanese rivals so that our
sales in this market showed a decline.
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Increase in sales

The level of sales depends, on the
one hand, on the level of Volkswagen
Group unit sales to the dealer organi-
zation and the total of 2,127,218
vehicles was 0.3 % above the pre-
Vious year's volume. On the other
hand the higher sales were due to the
increase in demand for up-market,
more expensive models. The figure of
40.1 billion DM for the Volkswagen
Group was 2.7 billion DM or 7.1%
above the value for the previous year.
Foreign sales only rose by 0.9% to
25.6 billion DM, thus causing the
foreign share in Group sales to drop
from 67.9% to 63.9%.

Our business policy is oriented
towards the principles listed in the
OECD guidelines for multinational
companies. Products and services
within our Group and in dealings
with all our subsidiaries are always
valued at market or cost-oriented
prices.

Volkswagenwerk AG managed to
boost its sales by 2.2 billion DM to
29.2 billion DM particularly because
of the increase in domestic vehicle

sales. Foreign sales remained roughly
constant at 14.8 billion DM (—1.7 %).
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Development of Result

During the course of the year under
report it became clear that owing to
the trend to be seen at key subsidia-
ries there would be doubts as to
whether a positive Group result could
be achieved at all for the fiscal year
1983, despite the measures introduc-
ed to reduce costs as a result of over-
all economic conditions.

Volkswagen of America returned a

ositive result again after the high
oss incurred the previous year. The
loss incurred by the TRIUMPH-ADLER
group was reduced as planned so
that the offsetting of the loss by Volks-
wagenwerk AG amounted to sub-
stantially less than the previous year.
Our Latin American subsidiaries fail-
ed to escape the continued recession
and inflation prevalent in those coun-
tries and had to put up with conside-
rable financial setbacks because per-
missible price adjustments proved
inadequate in many cases. It was im-
possible to offset the substantial los-
ses shown by these companies
against the positive results returned
by the other companies.

The Group result for the fiscal year
1983 amounted to — 215 million DM.
Despite the negative result, Group
tax expenditure came to 580 million
DM which chiefly resulted from the
high tax on the earnings of the
Group companies which returned a
profit. Volkswagenwerk AG too had
to close the year with a result of — 85
(33) million DM because of numerous
large financial burdens.

The conversion of assembly lines for
the new Golf had just as negative an
effect on the statement of earnings as
the extensive precautionary measures
which became necessary for the Latin
American subsidiaries in particular. In
addition, Volkswagenwerk AG’s
statement of earnings was considera-
bly hampered by the high deprecia-
tion‘expenses entailed in making full
use of all tax concessions available
due to the continued high level of in-
vestment over the last few years.
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Nevertheless, the healthy structure of
our balance sheet bears witness to a
prudent valuation policy. The conti-
nued increase in cash flow and the
noticeable rise in liquidity are also
proof of the fact that we were in a
position to cope well with the ex-
traordinary impediments. However,
the measures necessary for main-
taining our competitiveness in inter-
national markets prevented us from
rewarding our stockholders.

Even though, from today’s point of
view, we expect that, owing to the
considerable investments we made in
recent years and the various schemes
to save costs in all areas, an improve-
ment in the result at Volkswagenwerk
AG and - assuming business picks up
in Latin America - in the Volkswagen
Group as a whole will be feasible for
the fiscal year 1984, it was not pos-
sible to pay a dividend for the fiscal
year 1983.

Having taken into account the undi-
stributed profit from the previous year,
we have brought forward the remain-
ing loss of 59 million DM.



Research and
Development

Al essential research fields are united in
the new research center.

In 1983, research and development
work within the Volkswagen Group
continued to aim at developing
further the competitiveness of our pro-
ducts. As in the past, we were able to
integrate the various results of our
research activities into current models
or incorporate them in new designs.
Compared with the previous year, the
cost of research and development for
the Volkswagen Group remained un-
changed at 3.6 % of Group sales in
1983.

Inauguration of the new
Volkswagen Research Center

In the automobile industry it is no
longer possible to get by without pur-
suing intensive research if one is to
secure one's future by introducing in-
novative technology. As this requires
ideal facilities we decided to build a
new research center with 9,000 m? of
office and laboratory space as well
as 6,000 m? of workshop and test-bed
areas where most of our researchers
are now working. Apart from the
climatic wind tunnel, which has been
in operation since 1966, well ahead

15



The new Golf







