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The Supervisory Board regularly reviewed the Company's business throughout
the business year. At its joint meetings with the Board of Management, and

on the basis of the latter’s written and verbal reports, the Supervisory Board
has studied closely the Company’s situation, the course of business and the
intended business policy, and discussed these matters with the Board of
Management,

Discussions also focussed on potential business and investments in the
new federal states, and on plans to establish a plant in the United States. The
supervisory Board was particularly interested in the long-term development
of business.

The Annual Financial Statements for the 1992 Business Year, the Books of
Account and the Economic Review have been examined by KPMG Deutsche
Treuhand-Gesellschaft Aktiengesellschaft Wirtschaftsprifungsgesellschaft,
Munich, which has provided its unrestricted confirmatory audit certificate, The
supervisory Board agrees to the result of this audit.

Al its meeting on March 18th 1993, the Supervisory Board examined and
approved the Annual Financial Statements and the Economic Review, prepared
by the Board of Management. The Annual Financial Statements are thereby
adopted.

The proposal of the Board of Management for the allocation of profits has
been examined by the Supervisory Board which supports the proposal. Accord-
Ing to the final result of the Supervisory Board's review, there are no objections
to be raised.

The Consolidated Financial Statements and the Economic Review of the
BMW Group included in the Economic Review, which have been provided with
the unrestricted confirmatory audit certificate of KPMG Deutsche Treuhand-
Gesellschaft Aktiengesellschaft Wirtschaftsprufungsgesellschaft, Munich, as
well as the report of the auditor of the Consolidated Financial Statements, have
been duly submitted to the Supervisory Board.

Mr. Cornelis J. van der Klugt and Mr. Nikolaus Held retired from the Super-
visory Board with the close of the Annual General Meeting on May 12th 1992,
The Supervisory Board expressed its thanks to Mr. van der Klugt and Mr. Held
for their services on the Supervisory Board. rrom the close of the Annual
General Meeting on May 12th 1992, Mr. Arthur L. Kelly was newly appointed
to the Supervisory Board by resolution of the Annual General Meeting, and
Mr. Hans-Gunther Niklas was appointed by decision of the Munich Local Court.

At its meeting on September 10th 1992, the Supervisory Board appointed
Mr, Helmut Niederhofer a Member of the Board of Management and from
February 1st 1993 Director of Industrial Relations. At this meeting the Super-
visory Board also appointed Dr. h. ¢. Horst Teltschik a Member of the Board of
Management from January 1st 1993.

Dr. Helmut Schéafer retired from the Board of Management as of January
315t 1993. The Supervisory Board expressed its thanks to Dr. Schéfer for his
services to the Company.

Munich, March 18th 1993

The Supervisory Board
Hans Graf von der Goltz
Chairman




Supervisory Board

Hans Graf von der Goltz

Bad Homburg v.d. H,
Chairman
Businessman

Manfred Schoch® Munich
Deputy Chairman
Chairman of the Works Council

Eberhard von Heusinger

Bad Homburg v.d. H.
Deputy Chairman
Lawyer

Johann Vilsmeier®

Dingolfing
Deputy Chairman
Chairman of the Works Council,
Dingolfing plant

Johanna Quandt

Bad Homburg v.d. H.
Deputy Chairwoman
Member of the Supervisory Board
of Altana Industrie-Aktien und
Anlagen AG

Dr.-Ing. E. h.Klaus Barthelt
Erlangen
Former Member of the Board of
Management of Siemens AG

Reinhold Bauer® Landshut
Chairman of the Works Council,
Landshut plant

Helmuth Baumgartner®, Dingolfing
Member of the Works Council,
Dingolfing plant

Klaus Bernhardt®, Frankfurt/Main
Trade union secretary

Nikolaus Held* Regensburg
Member of the Works Council,
Regensburg plant
(until May 12th 1992)

Dr. Hartmut Kampfer®, Berlin
Head of the Motorcycle Business

Arthur L. Kelly

Chicago, lllincis, USA
Managing Partner of
KEL Enterprises Ltd.
(from May 12th 1992)

Cornelis J. van der Klugt

Eindhoven, Netherlands
Former Chairman of the Board of
Management of N.V. Philips’
Gloeilampenfabrieken
(until May 12th 1992)

Dr. Wolfgang Leeb, Munich
Member of the Supervisory Board
of Dresden Bank AG

Dr.h.c. André Leysen

Mortsel, Belgium
Chairman of the Supervisory
Board of Gevaert N.V

Rudolf Lukes®, Munich
l[rade union secretary

Alois Mathe”, Munich
Deputy Chairman of the
Works Council, Munich plant

Dr. Hans Meinhardt, Wiesbaden
Chairman of the Board o
Management of Linde AG

Hans-Gulnther Niklas®’, Regensburg
Chairman of the Works Councll,
Regensburg plant
(from May 12th 1992)

Dr. Dr.-Ing. E. h. Dr. phil. h. c. Kurt Werner

Darmstadt
Chairman of the Supervisory
Board of Maschinenfabrik Goebel
GmbH

Dr. Kurt Wessing, Dusseldorf
Lawyer

Klaus Zwickel®, Frankfurt/Main
Second Chairman of the Board of
Management of IG Metall

‘employees’ representative

Board of Management

Dr.-Ing.E.h.Dr.-Ing. E. h.

Fbherhard v. Kuenheim
Chairman

Dr. Robert Buchelhofer

Volker Doppelfeld

Helmul Niederhofer
(from September 10th 1992}

Bernd Fischetsneder
Dr.-Ing. Wolfgang Reitzle

Dr. Helmut Schafer
(until January 31st 1993)

Dr. h.¢. Horst Teltschik
(from January 1st 1993)

General Counsel:

Dr. Hagen Ludeniz
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Automobile industry influenced by
the economic downturn

INn 1992, the development of the world
economy was generally disappointing.
Admittedly, signs of growing recovery
appeared in some countries, but the
international economy failed to make
a strong start. Meanwhile, demand
also remained weak in Germany.

In the course of 1992, the effects of
the weak world economy became
increasingly evident in the automobile
industry. Nearly all manufacturers
announced decreases in employment
and earnings.

Market position expanded further
With an attractive range of cars and
motorcycles, flexible production sys-
tems and an efficient sales organiza-
tion, the steady upward trend of pre-
vious years continued at BMW. The
Company's size, structure and inde-
pendence again proved successful
in international competition. In the
top market segment, BMW was the
marque of car in greatest demand.

BMW Rolls-Royce GmbH received
its first large order for the future family
of aircraft engines BR700. All the
development aims set for 1992 were
achieved.

In the field of financial services, the
activities of the BMW Group have,
once again, developed satisfactorily.

Measures to increase productivity
were advanced in order to maintain, in
the long term, the Company’s earning
power despite the more unfavourable
economic environment.
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BMW car sales rose markedly again
While the world market stagnated,
sales of BMW cars rose by 7.6 % to
595,000 units. After the increase in
deliveries in Germany in the previous
year, higher growth rates were record-
ed for exports in the year under review.

Demand was further stimulated by
the new versions of the 3 and 5 Series
cars, available from the beginning of
1992. For example, almost 100,000
new 3 Series coupes were produced
in the year of introduction, In the
5 Series, about 20% of the cars pro-
duced were fitted with the new BMW
diesel engine, and about 20 % were
touring versions. The new 7 Series
models with 8-cylinder engines were
very well received in both domestic
and export markets.

In Western Europe, registrations of
new BMW cars rose by 7% to 440,000
units. YWhile the overall German
market declined, BMW registrations
increased by 6% over the previous
year's high figure to about 245,000
units, However, this level is unlikely to
be reached again in the immediate
future.

In Great Britain, the largest Euro-
pean market for BMW cars outside
Germany, the Company increased its
car sales in a particularly unfavourable
economic environment. High growth
rates were achieved in ltaly and Spain.
However, the devaluations of the
pound sterling, lire and peseta have
greatly hindered the development of
business in these countries, not only
for BMW but for other manufacturers.

In the USA, sales rose by 23% to
65,700 units. In Japan, they decreased
to 28,500 units as a result of extreme-
ly weak demana in the top market seg-
ment. Nevertheless, BMW remained
one of the leading foreign car marques
in the year under review,




New models in all BMW Series,
airbag fitted as standard
New versions, equipment and fittings
were added to the broad range of
BMW cars from autumn 1992,

The M3, developed by BMW

Motorsport GmbH, joined the 3 Series.

A new Convertible was also developed
on the basis of the 3 Series. These
cars combine sheer driving pleasure
with high standards of safety and
serviceability.

In the 5 Series, BMW introduced
cars with new 8-cylinder engines; the
3-litre 530i and the 4-litre 540i. The
saloon and touring BMW will be avail-
able as 525td versions from spring
1993. 5 Series cars can also be fitted
with the proven 1.8-litre 4-cylinder
petrol-driven engine.

The 840Ci and 850CSi extend the
range of large BMW coupés.

The 2.0- and 2.5-litre 6-cylinder
engines, and the engine of the M3,
were fitted with variable camshaft
timing. This makes for better fuel
consumption and increased engine
torque.

From autumn 1992, beginning in
Germany, all BMW cars were fitted,
as standard, with an airbag for the
driver; 7 and 8 Series cars were
also fitted with an airbag for the front
passenger, The range of standard
safety fittings included, as in the past,
belt tensioners, side impact protection
and an anti-lock braking system.

At the beginning of 1993, the
motorcycle business introduced a
completely revised generation of BMW
motorcycles with flat twin engines.

180

160

140

120

88 89 90 o1 2 P

Sales, Expenditure on Personnel,
Automobile Production and
Workforce of the BMW Group
Index: 1987 =100

Group sales increased to more than
30 billion DM

In 1892, the sales of the BMW Group
increased by 4.7 % to 31.2 billion DM.
The sales of BMW AG rose by 8.2% to
DM 26.5 million.

As in the previous year, expendi-
ture on materials accounted for about
657 % of the Company’s total value of
production.

Group expenditure on wages, sala-
ries, pension plans and social security
contributions Increased by 8.7 % to
DM 6.4 billion. Thus, the share of
expenditure on personnel in the total
value of production rose 1o 19.5 %.

Depreciation again amounted to
about DM 1.8 billion as a result of the
level of investment that BMW already
achieved several years ago.

Purchasing volume increased to
more than DM 18 billion

In 1992, BMW purchased materials,
supplies, energy and capital goods
worth more than DM 18 billion.

Stocks of raw materials and sup-
plies, work in process and finished
products for the car and motorcycle
business were kept at low levels,

INn 1992, world prices for the most
important raw materials continued to
decline as a result of the weak econo-
mies in the major industrial regions.
The continuing metal exports from the
Community of Independent States,
large sales from the strategic reserve
of the United States, and the rapid
reduction of consumers’ stocks all
combined to increase the downward
pressure on raw material prices. some
dropped to historic lows.

Sales
Expenditure on personnel

Automobile production

Workforce

Level of investment still high, cash
flow increased

Investments continued on schedule. In
1992, they amounted to DM 2 billion
and were, once again, financed com-
pletely from the cash flow. These
funds, generated from internal finan-
cing, increased to DM 2.9 billion.

In the last five years, BMW has
invested about DM 10 billion in the
extension and modernization of pro-
duction plants, manufacturing prepa-
rations for new cars and sub-assem-
blies, and the development of the
sales organization,

In the year under review, invest-
ments concentrated on the new federal
states with the development of the
BMW plant in Eisenach, sales outlets,
and the establishment of a new plant
for BMW Rolls-Royce GmbH in Dahle-
witz near Berlin.

Fewer employees in the companies
of the BMW Group

73,5062 people were employed in the
companies of the BMW Group at the
end of 1992; about 800 fewer than in
the previous year, The workforce of
BMW AG had decreased, at the end of
the year, by almost 1,800 to 59,756,
despite the fact that additional
employees were required to increase
output at the Regensburg plant and
develop the sales outlets in northern
and eastern Germany.

Agreements on early retirement
were reached with a further 1,100
employees. These agreements will not
come into effect until 1993, and later,
owing to statutory provisions.
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Investment and Cash Flow
of the BMW Group
in DM million

In the BMW Group, the decline in per-
sonnel was not as marked because
the employees of softlab GmbH fur
Systementwicklung und EDV-Anwen-
dung in Munich and BMW Sverige AB
in Stockholm were included for the
first time.

Once again, proposed dividend of
DM 12.50
Despite the additional burdens due to
the economic environment, the year’s
net income of DM 726 million almost
achieved the previous year’s high levei.
The Board of Management and the
Supervisory Board propose to the
Annual General Meeting that the net
income available for distribution,
amounting to DM 226 million, be used
to pay a dividend of DM 12.50 per
ordinary share and DM 13.50 per pref-
erence share with a nominal value of
DM 50 with entitlement to full dividend
payment for the 1992 business year
(DM 843.8 million in ordinary shares
and DM 52.3 million in preference
shares), and that a dividend of DM 6.75
per preference share with a nominal
value of DM 50 be paid on the sub-
scribed capital with entitlement 1o half
the dividend payment for the 1992
business year (DM 2.8 million in new
employees’ preference shares).

mm Nvestment
Cash flow

Standards set with progressive
technology

BMW cars and motorcycles stand for
progressive technology and individual
design. They also offer a maximum of
safety. The technologies used by BMW
to reduce environmental impact set
new standards.

In production, BMW uses methods
and materials with a minimal impact
on the environment. With initiatives to
develop transfrontier recycling struc-
tures that apply to different industries,
the Company also provides for the
reprocessing of scrapped cars. In
addition, BMW uses logistics con
cepts to ease the burden of traffic and
the Company is committed to coope-
rative traffic systems.

Research and Engineering Centre
extended

The further development of the
Research and Engineering Centre in
Munich continued on schedule. The
office building of the fourth phase of
construction was completed in the
yvear under review.

Meanwhile, more than 5,000 engi-
neers, technicians and employees
from very different fields work on the
development of new products at the
BMW Research and Engineering
Centre. The preliminary work for an-
other computer centre is well ad-
vanced. It will further accelerate the
flow of information from mid-1993.

Largely independent development
units at subsidiaries and associated
companies complement the central
divisions at the Research and Engi-
neering Centre. In 1992 expenditure
on research and development again
increased in the entire Company.
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New car plant in the United States
With the decision to build a new car
plant at Spartanburg in South Caro-
lina, BMW has taken a particularly
important step towards safeguarding,
in the long term, the Company's suc-
cess on the North American market.
With this investment, the Company will
be firmly anchored in the economy of
the United States and, at the same
time, will be more independent of the
cost structures prevailing in Central
Europe.

On September 30th 1992 the first
sod was turned. From 1995, the new
plant will produce up to 400 BMW
cars a day. I'hese will be both for the
North American and other world mar-
kets.

Development in the 1st quarter of
1993

In the first few months of 1993, busi-
ness was influenced by the marked
deterioration of the economic climate.
The high value of the D-mark, com-
bined with very weak demand in
Europe and in Germany in particular,
affected output, sales and revenue at
BMW. Nevertheless, BMW was affected
less severely than the car industry as a
whole.
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Outlook

In the industrial nations, the economy
IS expected to recover only gradually
during 1993. The United States will
play the leading role. However, if the
value of the dollar remains low, other
countries will not benefit, until later,
from an upturn in the United States.

In Germany, the entire economy
will continue to feel the strain of the
restructuring process in the new fed-
eral states. Tax rates have recently
reached new heights, adversely affec-
ting in particular sales of consumer
durables. This will also affect the devel-
opment of the car industry.

In 1993, worldwide demand for cars
is not generally expected to reach the
previous year's level. Recovery in the
United States will contrast with weaker
demand in Japan and Europe, and in
the German market in particular.

Since the order backlogs of the
German car industry have already
decreased substantially and demand
is weak, business is expected to
decline in the first half of 1993. After
yvears of steady growth, BMW is also
prepared for a lower level of sales in
1993,

The entire Company is so flexibly
structured, it is poised to take advan-
tage of market opportunities. Further-
more, BMW currently has the widest
and most attractive range of cars and
motorcycles in its history.

BMW's good position among its
international competitors is the joint
achievement of its employees, dealers
and business partners throughout the
world. BMW would like to express its
thanks for such invaluable coopera-
tion.
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1992 began with the introduction, on
the world markets, of the new 3 Series
coupes. About 100,000 of these cars
were produced by year's end.

BMW Motarsport GmbH presented
the M5 with a more powerful engine.

Visitors to the Greater Los Angeles
Auto Show '92 were the first to see
the BMW E2, a study of an electric-
powered car, designed specifically for
American traffic conditions.

25 years ago, BMW AG took over
the plants of Hans Glas GmbH in
Landshut and Dingolfing. Since then,
the workforce of both plants has
grown from some 3,500 to 20,000 em-
ployees. Today, instead of the Goggo-
mobil, the plants produce some
200,000 BMW cars a year, as well as
parts ana componenls.

The components plant at the BMW
group of plants in Dingolfing was
named “Factory of the Year” by the
journal “Automobil-Produktion”, [t was
the first time this award was presented
to a German plant.

The new models of the 7 Series with
8-cylinder engines were presented at
the Salon International de I'Automobile
in Geneva. 5 and 8 Series cars will
also be available with these engines at
a later date.

After only twelve months of con-
struction the BMW plant in Eisenach
began to produce large pressing tools.

At CeBIT'92, Axicon presented its
range of products for mobile telecom-
munications in the D network.

BMW helped to sponsor the 3rd
Munich Biennale, an International
Festival of New Music Theatre. At this
festival BMW awarded music theatre
prizes worth a total of DM 100,000.

The 3 Series saloon received the
prestigious Car Design Award which is
presented each year by the region of
Piedmaont and the city of Turin.

BMW South Africa developed a
sales organization for BMW products
in other African countries,

The commercial paper programme of
BMW AG was increased to 1.5 billion
DM. The papers were given a maxi-
mum rating by Standard & Poor’s.

BMW Motorsport GmbH cele-
brated its 20th anniversary:.

BMW announced the caonstruction of
an automaobile plant near Spartanburg,
South Caroling, in the United States.

tlement was signed in the presence of
US President George Bush.

For the first time, twelve BMW Art
Cars were exhibited together at "docu-
menta IX" in Kassel,

The motorcycle business agreed
with manufacturers from ltaly and
Austria to develop and construct a
1-cylinder BMW motorcycle.

With the BMW Mobil-Card, employees
in Munich can use all local public
transport at reduced fares.

The 850CSI coupe was introduced,
fitted with a revised 12-cylinder engine,
This is a more sporting version of the
existing 850CI.

Twenty years after their opening, the
BMW headquarters (the “four-cylin-
der") and the BMW Museum, in the

north of Munich, still attract visitors

from all over the world. In 1992, they
totalled around 250,000,

From the new model year, beginning
with Germany, all BMW cars were fit-
ted with an airbag for the driver; 7 and
8 Series cars were also fitted with an
airbag for the front passenger.

BMW Rolls-Royce received its first
large order for the new BR700 aero
engine family,

A newly-developed 2-cylinder flat
twin engine had its world premiere at
the International Bicycle and Motor-
cycle Show in Cologne. It will be fitted
in the new generation of BMW motor-
cycles from the beginning of 1993.

In the United States, BMW received
the Best Recycling Innovation Award
for the high proportion of recyclable
materials used in the 3 Series car,

The two-millionth engine came off the
assembly lines in the tenth year of the
BMW engine plant at Steyr, Austria.

In Japan, the 3 Series coupe re-
ceived the Good Design Award.

The new M3 was the first series-pro-
duced car to be fitted with an engine
with infinitely variable control of the
inlet camshatft.

s
At the end of the year, the organiza-
tional unit responsible for buildings
and plant at BMW AG was turned into
a subsidiary, the Betek Bau- und Ener-
gietechnik GmbH.

In 1892, BMW was the margue in
greatest demand in the top segment
of the world automobile market.

19




- .I.I

e Group still has

| 1 y ! g T | = 1
e sheet ratios. Net
N Tor th veal SNOWS
power N a difficul
k,: LW AR T S T S | | | N | W 3
Greater use was

onal financial markets.

Scope of business rose further

INn 1992, sales of the BEMW Group rose
to DM 31.2 billion, 4.7 % more than in
the previous year. These figures
iInclude sales from the leasing busi-
ness which increased by 21.3% to
DM 2.9 billion. The growth of sales
revenue worldwide was not as strong
as the increase in unit sales, mainly
because of shifts in the model mix and
l0sses In the value of major trading
currencies.

The total value of production
Increased by 6.8%, and thus more
strongly than sales. This was due to
the growth in the leasing business
which led to a corresponding increase
In inventories of leased products.

Expenditure on materials account-
ed for about 57 % of the total value of
production, as in the previous year,

Expenditure on personnel rose by
9.7 %; more than the increase in the
total value of production. This growth
was due primarily to the inclusion, for
the first time, of expenditure on per-
sonnel for the workforce of softlab
GmbH flr Systementwicklung und
EDV-Anwendung and BMW Sve-
rige AB, rises in collectively agreed
wages, and measures to streamline
the personnel structure.

Depreciation of DM 1.8 billion
remained at the high level of the pre-
VIOUS year.

Interest income rose by 16.8% as
a result of higher liguidity and the
INcrease in customer and dealer
financing.

Expenditure on interest from the
financing of the leasing business
increased because of the higher level
of refinancing due to the increased
number of leased products. Account
15 taken of the corresponding interest
income in the leasing instalments
shown in the sales.

Despite the difficult economic environ-
ment, the Group's net iIncome of

DM 726 million for the year almost
achieved the previous year's high level.

Balance sheet structure still sound
The balance sheet total of the BMW
Group grew by 8.3% to DM 27.5 billion.
Growth is due primarily to the increase
In sales financing.

The main items of sales financing
are shown separately in the financial
statements. Assets from sales financ-
ing, amounting to DM 9.8 billion, are
balanced by liabilities from sales
financing, amounting to DM 8.5 billion.
Sales financing accounts for a 35.5%
share of the Group's total assets. The
assets of industrial business amount
to DM 17.7 billion, corresponding to
64.5 0% of the group balance sheet
total.

If shareholders’ equity is assigned
to these group activities, own funds
cover about 31% of industrial busi-
ness and 13 % of sales financing.

The Group's inventories increased
by 4.7 %. Their share of the Group's
balance sheet total decreased to
11.49%; the lowest in the automobile
incustry,

Liquid funds rose to DM 4.6 billion,
corresponding to a 16.7 % share of the
balance sheet total. More than half of
these funds are invested in fixed-
interest securities,

The subscribed capital and capital
reserve increased with the issue of
new preference shares to employees
by DM 24 million, and the profit re-
serves by DM 307 million. This increase
was mainly the result of transfers from
the year's net income, reduced by the
offsetting of goodwill and currency dif-
ferences arising from the conversion
of tems In financial statements pre-
pared in foreign currencies.




DM 1.6 billion of the shareholders’
equity comes from capital contribu-
tions, DM 5.1 billion was earned in the
Group. Shareholders' equity covers
98.3 % of fixed assets. Shareholders'
equity and long-term borrowings
cover 195.9% of fixed assets. They
also cover inventories, trade recei
vables and other receivables and mis-
cellaneous assets,

Provisions increased by DM 468
million, amounting to DM 7.3 billion.
Sales financing accounts for DM 8.5
billion and industrial business for
about DM 4.9 billion of the liabilities.

Cash flow increased further

As in previous years, the cash flow of
DM 2.9 billion, generated in the busi-
ness year, financed completely invest-
ment in fixed and financial assets.
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Ratio of Shareholders’ Equity to
Fixed Assets of the BMW Group

in 9n

Long-term
borrowings

Peansion
liabilities

Shareholders’
equity

Group Statement of Sources and Application of Funds

in O million

Year's net income

assets and tangible fixed assets
Increase in old age pension provisions

Internally generated f_iljari:_:_i"ng (cash ﬂnwi e

Increase in capital contributions
Increase in liabilities fram sales financing

Decrease in bank dues
Increase o other habilities

External financing -
Additions to mtangible assels

and tangible fixed assets

Decrease in financial assets

Increase in assels 1r_’§:_+|_"|_1 sallééﬁmnc;ing
Increase in invenlories
Increase in trade receivables
Change in other balance sheet items _

A_ppii-:atiun of funds o

Cha_n_g_é_ in liquidity

Development of liquidity

Marketable securities and notes
Liguid funds

1992

- 726

B + 1,875

' + 279

- + 2,880
a ] - 24
929

238

1 &0

- N + 795
1,075

) ) + 14

— 1,687

_ - — 142

b 403

- 3,459

o —— 7
31.12.1992  31.12.1991 Change
2,408 2,293 - 115
2,187 2 086 - 101
4,595 4,379 + 216
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Performance of the BMW Share
Quarterly average in DM

Group financing in a changed eco-
nomic environment

In 1992, the different currency and
interest rate trends on the world's
financial markets largely determined
the Company’s financial operations.
Major European currencies were
revalued or left the European Mone-
tary System. 1The Bundesbank's high-
interest policy, Intended to check
domestic inflation, also resulted in
high interest levels for Germany's
European partners.

In the United States, initial hopes of
a broad upturn have not materialized.
The exchange rate of the US dollar,
and short- and long-term interest
rates reached new lows. In Japan, the
far-reaching structural crisis in the
entire financial system was also evi-
dent from further substantial losses in
share prices on the stock exchange.
The Bank of Japan cut interest rates
several times in order to stimulate the
persistently weak level of economic
activity.

Even in this more difficult economic
situation, BMW was able, in 1992, to
make use of the international financial
markets to finance the BMW Group at
comparatively favourable conditions.

In Germany, the market for short-
term commercial papers, first opened
in 1991, developed into an attractive
source of financing for medium-sized
and large companies, EMW made use
of this market. In spring 1992, the
commercial paper programme of
BMW AG was increased by DM 1 billion
to DM 1.5 billion,

More BMW long-term bonds were
launched on the Euromarket in the
yvear under review. Thus, BMW Australia
Finance Ltd., Melbourne, issued a five-
vear bond for 100 million Australian
dollars on the European market.

e o —

1990 L2 1992

Ordinary share
Preference share

BMW Finance N.V., The Hague, followed
in June with a seven-year bond for

150 billion ltahan lire and in December
with an eight-year bond for 150 million
Swiss francs. The funds raised serve
primarily to refinance the leased
products and receivables from sales
financing.

Long-term management of interest
and currency exposure reduced the
influence of short-term upheavals on
the earnings of the BMW Group.

Liguid funds again remained high
during the year under review.

Financial instruments were used
increasingly to hedge currency and
interest rate risks. Thus, for example,
the high interest rates for the invest-
ment of liquid funds In 1992 were
fixed with long maturities in the year
under review. When raising capital, the
low interest rates for currencies, such
as the US dollar, were established on a
long-term basis.




BMW share influenced by market
trends
In the first few months of the year,
share prices rose because of the high
expectations of economic growth in
the industrial nations. By mid-year, the
DAX (German share index) had
recorded an increase of about 15 %%.

In the first half of the year, the
BMW ordinary share rose from
DM 480 to the year’s high of DM 615.
During this period, the EMW prefe-
rence share increased in value from
DM 366 to DM 465. When the economy
did not perform as expected, share

prices dropped on the stock exchanges.

BMW shares were also affected.

In October, BMW shares fell to their
vear's low of DM 447 far the ordinary
share and DM 336 for the preference
share. Activity on the stock exchange
revived when the Bundesbank lowered
the key lending rates in September.

In the last few months of the year,
the share prices rose again io the level
recorded at the beginning of the year.

Attractive dividend

In addition to the cash dividend pro-
posed by the Board of Management
and the Supervisory Board, amount-
ing to 12.50 DM (25 %) for ordinary
shares and 13.50 DM (27 %) for prete-
rence shares, shareholders subject to
German taxes are entitled to receive
9/16 of the cash dividend as corpora-
tion tax credit. Thus, for shareholders
resident in Germany the dividend on
ordinary shares increases t0 19.53 DM
and on preference shares to 21.09 DM;
each for shares with a nominal value
of 50 DM.

BMW Shares 1988 1989 1990 1991 1992
Ordinary share _ - ) - B
Number of shares in thousands 15000 15000 15000 16,875 16,875
Stock exchange quotation in DM — .

Yearend N 524 963 387 473 466
High ) 553 639 658 = 592 615
Low . - 440 485 377 358 447
ézeferen;eihare‘? | . = - _
Number of shares in thousands = g 84 1047 1103
Stock exchange guotation in DM y _ ) ]
Year end = 457 325 370 342
High N - 512 485 463 465
Low 1 398 290 300 336
Key data per share in DM -

Dividend e . ] ~

Ordinary aﬁare_ - _ 1250 1250 12.50 12,50 12 5__{“;
Preference share? | 2 13.60 1350  13.50 13.50
Tax credit for shareholders o - -
resident in Germany - - S

Ordinary share 703 703 703 703 708
Preference sharg? e /59  7.68 7.59 7.59
Year's net income? 2696 3220 3904 4377 4045
Cash flow3) B 122 131 166 158 160
Shareholders’ equity3) 4) 281 299 318 345 362

11 First issue; 1989

2) In year of issue: dividend and tax credit hall each

3) In terms of average number of shares oulslanding (average value of respective and
previous year), 1988 —1990 values adjusted due to capital adjustment in aralio of 8 to 1

4] Excluding net income available for distribution




The new 3 Series Convertible
upholds a tradition

A four-seat Convertible with typica
BMW contours was developed on the
basis of the 3 Series coupe. With this
Convertible, the Company is building
on the success of the previous model,
the introduction of which in 1986 led
to a renaissance for convertibles. The
new model will be delivered to dealers
from spring 1993,

All the elements of the BMW safety
concept were applied in the new car.
These include, as standard, an airbag
for the driver, an anti-lock braking sys-
tem, belt tensioners and side impact
protection. The stability of the body-
work was improved, compared with the
previous model, and the frame of the
windscreen was specially reinforced.

The new Convertibles surpass
even the strictest safety standards In
BMW’'s export markets.

The caris available with an addi-
tional safety roll bar, as an option. This
comprises two bars, concealed behind
the rear head rests, which spring up
automatically in certain accident
situations.

The new Convertible has the
renowned safe and balanced chassis
of the 3 Series saloon. A hard top
made of aluminium, painted the same
colour as the car, is available as an
optional fitting.

New technology for 6-cylinder en-
gines, premiere in the M3

The 6-cylinder 2.0- and 2.5-litre
petrol-driven engines were thoroughly
revised in the year under review. As a
result, the flexibility of the engines was
improved. This is particularly impor-
tant in routine driving. More than 85%
of the maximum torque is now availa-
ble in the broad speed range between
2,500 and 6,300 rpm.

Average fuel consumption accord-
ing to DIN {(German standard) improved
by 7%, and pollutants in exhaust
emissions were reduced. As with the
new 8-cylinder engines, the revised
E-cylinder engines also can run on
low-quality unleaded petrol.

This progress was achieved prima-
rily with newly-developed valve con-
trol. The inlet and outlet valve timing
varies according to engine speed and
power. In addition, numerous compo-
nents and control systems were opti-
mized. For example, lighter connecting
rods, pistons and valve mechanisms
reduce unwanted inertial force and
friction losses in the engines. Digital
Motor Electronics were given new
functions, such as anti-knock control
for the individual cylinders. This
ensures the best possible engine per-
formance under all conditions and
loads.

The 3-litre, G-cylinder engine of the
new BMW M3 was the world's first
series-produced engine 1o be fitted
with an infinitely variable camshatft to
control the opening times of the inlet
valves, This system’s efficiency and
precision enable the engine to achieve
specific performance and torque
values hitherto unknown in induction
engines In series-produced cars.

With a top power of 210 kKW
(286 bhp) and a maximum torgue of
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320 Nm {232 ft Ibs}), the M3 has the
power of a sports car. Nevertheless, it
s still comfortable and easy to drive in
normal road conditions.

With a good nine litres per 100 km
(31.4 mpq), average fuel consumption
(according to DIN) of the new M3 Is
that of a normal medium-sized car.
Exhaust emissions are far lower than
the currently permitted maximum

values.

New drive and dynamics systems
for greater safety and comfort

The 5 and 7 Series cars with a 4-litre,
g-cylinder engine, were fitted with a
newly-developed five-gear automatic
transmission from autumn 1992 Its
electronic and hydraulic control un-
doubtedly makes it the most efficient
automatic transmission currently avail-
able for series-produced cars.

The engine power can be optimally
used due to five gear speeds, a choice
of four shift programmes and an elec-
tronically controlled clutch to reduce
slip losses. Handling is better, fuel
consumption is more economical and
exhaust emissions and noise levels
are lower than with normal units. The
new transmission systems also offer
gear-shift comfort and extensive di-
agnostic and safety functions.

For the top modaels, the /501 and
850CI1, BMW offers an automatic
transmission with completely new
possibilities of active driver support.
This system takes account of individ-
ual driving styles, specific road situa-
tions, and environmental conditions.
For example, when driving downhill,

In city traffic, or with a trailer, the best
transmission programmes are selec-
ted automatically. Thus, user comfort,
economic efficiency and driving safety
were all improved.

Dynamic Stability Control (DSC)

s another completely new system 10
improve driving safety, available at
present only in the 850C5i. In addition
to the previously used systems to sta
bilize longitudinal movements, DSC
provides additional safety reserves
under side forces. As a result, even
under hard cornering, the car remains
absoluiely stable due to automatic
engine power control.

The new BMW motorcycles with flat
twin engines: Modern technology
for a classic concept

At the end of 1892, after seventy years
of steady development, BMW pro-
duced a new generation of motorcycles
with flat twin engines. The characteris-
tic design with flat twin engine, op-
posed cylinders and shaft drive was
maintained because of its technical
advantages. It represents BMW's
special tradition in motorcycle con-
struction.

The new 2-cylinder flat twin en-
gines, with 1,110 cc and 4-valve tech-
nology, have an output of 66 kW
(90 bhp) at 7,250 rpm, and a maximum
torgue of 95 Nm (69 ft Ibs) at 5,500 rpm.
As in previous models, the cylinders
are air-cooled. The valves are actuated
by a newly-developed valve gear.

Electronic control ensures opti-
mum engine operation. This I8 essen-
tial for the installation of a controlled
three-way catalytic converter. The new
drive-train is very smooth due 1o lighter
pistons and extremely precise piston
rods of sintered metal. It meets all
the currently foreseeable requirements
concerning exhaust emissions and
noise levels.

With the newly-developed front
wheel suspension, the BMW lelelever,
the telescopic fork serves only to
guide the wheel and steer. A central

spring strut provides suspension and
damping. With this construction, the
motorcycle does not suffer extreme
front-wheel dip under braking. High
longitudinal rigidity is also achieved.
This provides ideal conditions for the
new anti-lock braking system, known

as ABS Il in German. Thus, once again,

BMW sets new standards for motor-
cycling safety.

Another innovation is the individual
adjustment of bench, handlebar and
windshield to suit the driver's size and
riding style. The potential for recycling
scrapped motorcycles was improved
by limiting the number of plastics used
to a few coded types. BMW dispensed
entirely with chlorofluorocarbons
(CFCs) and heavy metals.

The new models combine reliability
and easy maintenance, so typical of
BMW motorcycles with flat twin en-
gines, with a high degree of riding
safety and technologies offering low
environmental impact. Their perform-
ance and dynamic appearance have
aroused great interest among BMW
dealers and in the international motor-
cycle press.
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Development of the BR700 family
of aero engines progressed on
schedule

The aims set for 1992 for the develop-
ment of the BR 700 family of engines
were fully achieved. This was largely
due to the excellent cooperation of
the British and German development
engineers in Bristol, Derby, Munich
and Oberursel. The aerodynamic
design of the high-pressure compres-
sor and high-pressure turbine was
completed, and the first test compo-
nents made.

Different versions, developing
between 10,000 and 22,000 pounds
thrust, can be derived from the basic
engine. First tests of the combustion
chamber were successful. Testing of
the basic engine is scheduled for
summer 1993.

Levelopment focuses on econom-
ical fuel consumption and low levels
of exhaust emissions and noise. The
levels are already far lower than those
currently permitted or expected in the
future — by as much as 45% in the
case of nitrogen monoxide.

Involvement in German and inter-
national research projects

BMW engineers are working on for-
ward-looking solutions to problems of
traffic and motor vehicle technology

in the European research projects
PROMETHEUS and DRIVE, in research
cooperation projects of the German
and curopean automobile industry, the
Research Association for Automobile
Technology and the Joint Research
Committee.

SR —_— Companies

Highly efficient and safe traffic technol-
ogles are being developed within the
framework of PROMETHEUS. These
are complemented primarily by infra-
structure-supported systems which
are being elaborated in the DRIVE
project and are being tested exten-
sively in the field.

The first results of the pilot tests
are already available. BMW s working
with the suppliers of the communica-
tions industry on the development, for
series production, of new car radios
and navigational eguipment for instal-
lation in BMW cars from the mid-1990s.

In Germany, BMW is one of the
participants in a large-scale 1test with
eleciric-powered cars on the Baltic
island of Rugen.

By making knowledge available,
BMW helps to create the technical
and organizational bases for future
tratfic systems. As a result, the Com-
pany receives additional indications
for future developments.

Special attention is paid to the
development of materials and produc-
tion technologies with which future
cars can be made, and which will offer
greater economy and less environ-
mental impact. Composite fibre mate-
rials, sintered metals and structures of
aluminium, as well as new production
technologies, such as welding with
lasers, are just a few of the possibili-
ties.

In the field of propulsion technol-
ogy, BMW concentrates primarily on
the improvement of both petrol- and
diesel-powered engines. Intensive
research is also being carried out on
other concepts for engines and alter-
native drive systems. Progressive
technologies, such as electric- and
hydrogen-powered propulsion, are
being developed in long-term projects.




Ll Bl

Research is also being carried out on
absorption cooling technigues for air-
conditioning systems. These use little
energy and work with coolants that do
not affect the climate. Such research
s therefore in the interest of environ-
mental protection. Traffic safety is also
being advanced by the development
of new lighting technologies.

In addition, BMW is involved in
research programmes to develop effi-
cient work structures and optimize
processing sequences. These include
the processing of digital data in CAD
systems and the improvement of lo-
gistical and development operations.
This work is of special relevance to
cooperation between car manufac-
turers and suppliers.

Traffic guidance systems in field
test

In spring 1992 the first stage of the
Cooperative Traffic System, initiated
by BMW for the north of Munich, went
Into operation. Since then, a traffic
guidance system has steadied the
flow of traffic on the A9 motorway out-
side Munich, guiding drivers to routes
with less traffic, when and if necessary.

The number of accidents decreased
by one-quarter despite the growing
volume of traffic. The length and
duration of the traffic hold-ups was
also greatly reduced. More installa-
tions of this kind are planned for the
west and south of Munich.

The concept is complemented by
COMPANION, a warning and informa-
tion system developed by BMW., Driv-
ers are warned by the light signals of
new roadside beacons of traffic hold-
ups, roadworks, fog, ice and similar
hazards ahead. In a further stage of
development, data will be exchanged
between cars and roadside communi-
cations systems. This could perma-
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nently improve safety on some 20,000
kilometres of European roads with
high traffic density. At the end of 1992,
the decision was made to build a
demonstration system on a section of
motorway to the north of Munich.

BMW had already presented the
‘Blue Zone" for Munich at the end of
1991. This aimed to increase the effi-
cliency and reduce the environmental
impact of traffic in inner cities. The
individual components of the system
were improved In the year under
review, and examined to see if they
were suitable for application to other
cities of similar structure. The public
greatly approved of the concept.
However, local authorities must first
create the administrative conditions
for its practical application.

Establishment of a recycling net-
work for scapped cars in Germany
Since 1991 scrapped BMW cars have
been dismantled by independent
recycling firms and the components
and materials then reprocessed or
re-used at suppliers, in other sectors
of industry, or at BMW. These firms are
commissioned by BMW and work
according to its specifications. The
number of these firms increased in the
vear under review.

However, BMW's aim to establish a
nationwide network of recycling
plants is still being impeded, in Ger-
many, by the lack of appropriate laws.
The Regulations on Scrapped Cars
announced by the Federal Ministry for
the Environment for 1992, had only
been drafted by August. The new
regulations are expected to be mar-
ket-oriented. BMW assumes that the
residual value of a scrapped car will
be freely negotiable between the car's
last owner and the recycling firm. This
would provide the incentive to sell

cars in as good a condition as possi-
ble for recycling.

BMW recycling plants at home and
abroad, cooperation with Renault

In 1992, the first recycling plants for
scrapped BMW cars were opened in
Switzerland and Austria, France, Great
Britain and the United States. The
Company's initiative to develop recy-
cling structures for the specific coun-
tries was honoured, in the United
States, with the award of the National
Recycling Coalition (NRC) for the Best
Hecycling innovation of 1992,

In October, BMW and Renault
agreed to cooperate closely in the field
of car recycling. Cooperation includes
the establishment of joint recycling
structures and the reciprocal use of
recycled materials. In addition, the two
car manufacturers exchange expe-
riences on the selection of materials
and designs suitable for recycling.

The German manufacturers’ con-
cept for the comprehensive recycling
of scrapped cars has been adopted
meanwhile by the entire European
automobile industry. BMW represents
the German manufacturers in the "End
of life vehicles” working group at the
European Commission in Brussels. Iis
aim is to elaborate uniform European
legislation on the recycling of vehicles
by the mid-1990s.
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BMW car plants characterized by
quality and efficiency

INn 1992, work seguences were im-
proved at the BMW plants with the aim
of increasing flexibility and economic
effliciency. Despite the marked rise in
output, new models and equipment,
quality levels continued to achieve
greater consistency. This was due to
the high qualifications of the work-
force and the use of new techniques.
A total of 598,000 cars was produced:
about 8% maore than the previous
year,

Al the Munich plant a flexible sys-
tem of working hours had been intro-
duced in 1991; a four-day week for
employees permitting more economi-
cal use of the plant. This system has
proved highly successful. Neverthe-
less, demand for BMW cars was so
high that additional shifts had to be
worked. 3 Series cars are manufac-
tured in Munich and Regensburg.

The Munich plant had to cope with
preparations for producing the revised
6-cylinder engines, 8-cylinder engines,
and the new high-performance en-
gines for M3, M5 and 850C5i cars.

As part of its wide-ranging mea-
sures to protect the environment,
BMW was the first car manufacturer
to introduce a new technique for the
re-use of paint residues in the filler
spray lines.

The BMW plant in RDingolfing
manufactures all models of the 5, 7
and 8 Series, the touring versions of
the 3 Series, and parts and compo-
nents for the other plants. This broad
range of products makes particularly
high demands on the flexibility of the
production system.

[he capacities of the BMW car
plant in Regensburg were fully utilized
for the first time in the year under
review. The planned quantity of new

3 Series coupes was produced on
schedule. The Wackersdorf plant, to
the north of Regensburg, was con-
verted for the production of the new
3 Series Convertible.

Component-producing plants
strengthened by the formation of
organizational units

Responsibility for results was decen-
tralized and, consequently, productiv-
ity increased, due to the formation of
organizational units. For example, the
foundry and plastics production at
the Landshut plant were reocrganized
into units with their own fields of
responsibility. Major progress was also
achieved in production technology.

The plastic suction units made
at Landshut received the first prize
of the Society of Plastic Engineers
for 1992's most innovative plastic
application. At the foundry, a sand
preparation plant was set up for the
re-use of more than 10,000 tons of
core sand a year.

In 1992, the Landshut plant devel-
oped its position as supplier for
BMW’s car plants. It also concluded its
first supply contracts with non-BMW
firms.

At the BMW motoreycle plant in
Berlin output increased by 6% to
some 36,000 units due to special shift
working and higher productivily, At
the same time, the production of parts
forthe new 3 Series car rose markedly.
Preparations were made for the pro-
duction of the new generation of
motorcycles with flat twin engines,

[he engine plant at Steyr, Austria,
and the plant for large tools at
Eisenach, Thuringia, are run as group
companies. The BMW company in
South Africa operates its own car
plant, supplying both the domestic
market and other African countries.




Division of labour with suppliers
extended

Once again, the technical develop-
ment of BMW cars and motorcycles
resulted in the increased division of
labour between the Company and its
suppliers in the year under review.
The Company concentrates primarily
on those stages of development and
production which determine the char-
acter of EMW products. The suppliers
are assuming additional tasks in the
development and planning of the
components they manufacture.

BMW is interested in cooperation
with more systems suppliers who
assume total responsibility for com-
plete systems. When choosing these
suppliers, past products and services,
capabilities in research and develop-
ment and logistics are taken into
account. Thus, the suppliers' share
of the production ranges for BMW
cars and motorcycles will continue to
grow.

Suppliers can be involved, at a very
early stage, in the development pro-
cess because of the project-oriented
working methods used at the BMW
Research and Engineering Centre,
Simultaneous engineering has also
improved efficiency in development,
design and production planning.

Computer programs were devel-
oped so that suppliers could analyse
and develop functions and sequences
at their own companies. Special BMW
working groups also support them on
the spoit.

Business relations between BN
and its suppliers are based on slable,
trusting cooperation with regular infor-
mation on project contents, planning
and decision-making processes.

Fourth International Suppliers’
Symposium in the United States
The fourth BMW Suppliers’ Sympo-
sium was held in South Carolina at the
beginning of November 1992. The
participants, from the United States,
Canada, Mexico, Brazil, and from
Europe, showed great interest in the
requirements and opportunities of
cooperation with BMW.

BMW's purchasing volume in the
countries of the future North Ameri-
can Free Trade Area (NAFTA) will
greatly expand with supplies for the
new plant in South Carolina and
increased deliveries for production in
Germany. BMW will take full advan-
tage of the new industrial location by
cooperating closely with suppliers in
North America.

New transport systems ease the
burden of traffic on roads and envi-
ronment

In 1992, EMW again developed, and
iIntroduced, trendsetting systems for
freight transport. For years, most cars,
motorcycles, parts and production
materials have been transported long
distances by rail. In close cooperation
with suppliers and other manufactur-
ers, the Company established more
transport links, ensuring that rail wag
gons and containers do not make
return journeys empty.

In 1921, BEMW and Ford had already
started the first shuttle train for cars in
Europe. With the opening of the BMW
dispatch centre in Munich to other
manufacturers, BMW is making a
major contribution to the increased
use of rail transport for car deliveries.

In addition, new, more efficient and
environment-friendly means of trans-
port went into operation. For the first
time, for example, BMW used closed
double-deck waggons for transporting
cars without the preservative wax
coating. The all-car train service to
Northern ltaly was stepped up in 1992,
relieving road traffic to the tune of
20 million ton kilometres (tkm) in the
year under review.

In Europe, the cross-frontier supply
of parts was optimized due 1o the new
supraregional supply centres. The
shift of parts consignments from road
to rail, for long distances, reduced the
burden of freight traffic on the road by
2 million tkm.

As part of the BMW programme to
avold packaging, containers for lorries
and trains were equipped to carry
Genuine BMW Parts and Accessories
without packaging.
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Personnel adjustment and struc-
tural change

In 1992, the measures to increase
productivity were continued through-
out the Company. After hiring some
30,000 new employees in the ten pre-
vious years, 1992 saw the BMW work-
force decline for the first time since
1974. Nevertheless, output and sales
INcreased again.

At BMW AG, the number of em-
ployees decreased by 1,861 to 59,756
people. Normal job fluctuation and the
end of limited contracts of employ-
ment contributed to this development.
Agreements on early retirement were
made with an increased number of
older staff.

In addition to the decrease in the
workforce, management and organi-
zational structures were improved in
the Company (see page 74). In some
cases this had a major impact on the
employees working methods and
environment, Their capabilities and
sense of responsibility are encour-
aged more in the new production
groups. In the production divisions,
flexibility has increased and work
quality improved.

The new work structures were pre-
pared by comprehensive staff training,
upgrading and further education, and
the employment of new staff in pre-
vious years. Thus, the share of skilled
workers in production has risen from
about 40% to more than 50 % within
five years.

The above-average qualifications
of the workforce are still the most
important argument in favour of Ger-
many as an industrial location.

Company education and training
schemes are becoming increasing-
ly important

In 1992, BMW spent more than

DM 200 million on the training, up-
grading and further education of its
employees, and for the technical and
sales training of employees of the
dealer organization. Investment in
employees’ qualifications is just as
important for the Company as invest-
ment in plant and machinery.

Once again, company training
focussed on initial vocational training.
At the end of 1992 some 2,800 young
people were being trained in 27 diffe-
rent skills, Their number decreased
slightly compared with the previous
year because young people, born in
Germany in years with low birthrates,
are now reaching employable age.

Employees’ upgrading schemes
not only impart specialized knowledge
but also involve the practice of new
skills. These schemes paid special
attention to quality, customer orienta-
tion and new work structures in the
yvear under review,

Further education aims primarily
at the development of employees’
personalities. It takes place outside
regular working hours.

As the working week becomes
shorter, and employees increasingly
have to develop their knowledge and
skills, more company education and
training will 1ake place outside work-
ing hours,




Programmes for young executives
With programmes to promote trainees
and students from technical colleges
and universities, BMW offers young
people guidelines, at an early stage,
for training and employment. Thus, the
Company develops a valuable reser-
volr of potential future employees. In
1992, some 1,500 trainees gained their
first work experience at BMW,
Although the economy is declining,
the Company is looking for qualified
applicants to enter initial vocational
training, participate in further-reaching
promotion programmaes, and safe-
guard the workforce's high standard.

Reorganization of the Company’s
proposal scheme proves success-
ful
The scheme constantly to improve
products and manufacturing pro-
cesses was extended as new work
structures were introduced. As a result,
employees’ experience can be put to
better use and their creafivity Turther
developed.

Froposals for improvements out-
side an employee's particular field
of work are collected, and acknowl-
edged, by the Company’s proposal
scheme. Faster, decentralized evalua-
tion of the proposals led to a far
higher implementation rate. In future,
employees and working groups will
also be rewarded for improvements
within their group’s field of activity.
This is known as the “action bonus”.

Germany

France

Hall-j;

Great Britain

Spain

USA

Japan

1,500 1,600 1,700 1,800 1,900 2,000 2100

Standard Yearly Working Time in the Metal-working Industry

(1991) in hours

The impact of the collective agree-
ments

On April 1511992, a new collective
agreement came into force for the
German metal industry for a term of
21 months. Wages and salaries were
raised by 5.4%. From April 151 1993
they will rise by a further 3 9.

In addition, from April 1st 1993 the
regular working week will be cut to
36 hours with full payment of wages
and salaries. This collective agree-

ment, made in 1990, results in a further

2.8% rise in labour costs. Therefore,
for the full term of the agreement,
wages and salaries will rise by an
average of about 6 %.

During the year under review it
became increasingly obvious that the
collective agreements of 1990 and
1992 were making excessive demands
on large parts of German industry.
Even before this, German labour costs
were already higher than those of
any other industrial nation. The de-
cline of the German economy and the
recent devaluations of major trading
currencies against the D-mark have
further checked the business pros-
pects of German manufacturers,
Further job cuts are therefore
unavoidable.

Balance between family and work
Various types of part-time work and
the so-called “family-break” give BMW
employees the opportunity 1o coordi-
nate their family and working life.
BMW has introduced the Family
Break Programme for parents wishing
to devote more time to their children
than the statutory period for parental
leave, before returning to work at the
Company. This break can last up to 10
years. During this period, employees
are given the opportunity to keep
their knowledge and skills up-to-date

through upgrading and holiday re-
placements. Thus, they are prepared for
possible resumption of employment.

To provide additional help, the
BMW Children's Office was set up in
the year under review. It informs em-
ployees about child-care centres, and
contacts suitable facilities and people,
Other companies have now followed
BMW's initiative.

From 1992, employees can take
unpaid leave, once only, for up to
twelve months to look after family
members in need of care.

BMW Mobil-Card well received
From mid-1992 BMW offered employ-
ees the BMW Mobil-Card. With this
annual card, employees can use all
Munich public transport to and from
work, and during their free time, at
reduced fares. So far, almost 5,000
employees have purchased a BMW
Mobil-Card. It would be more widely
used If local public transport had
fewer drawbacks.
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Accident Frequency and Severity
at BMW Plants
Index: 1987 =100

Severity

Frequency

Workforce at End of Year 1992 1991
BMW Group 73,562 74,385
Foreign subsidiaries - . 10,008 - 9,080
Damestic subsidiaries 3,798 3,188
BVIW AG - 59,756 67,617
Head office and Munich plant 25,063 26,198
Dingolfing plant 17,281 18,718
Regensburg plant {incl. Wackersdorf plant) AR . 7.393 7,317
Landshutplant 3082 3089
Motorcycle division (incl. parts manufacture) 2,069 2115

4,868 4,180

BMWY retail outlets

Absenteeism still declining
Industrial safety has improved sup-
stantially at all BMW plants in the last
few years. This trend continued in
1992. It was achieved by a large num-
ber of individual measures and the
increased involvement of employees

in the organization of work sequences.

The sickness rate decreased com-
pared with the previous year to 5.5%.
This may be the lowest percentage Iin
the German car industry, but it is still
far higher than in other countries.

Advantages of a company health
insurance scheme for employees
The decision of the Company and its
employees to establish their own
health insurance scheme enables
members to enjoy economical, com-
prehensive health insurance. In con-
trast to the general development of
contributions, the contribution rate to
the BMW health insurance scheme
largely remained stable. [t was 10.2%
at the beginning of 1993.

From 1994, revenue sharing will be
introduced among the health insur-
ance schemes as part of the latest
reform of Germany’s health system.
Admittedly, this will place a burden on
the economic efficiency of the BMW

health insurance scheme, but it will
not impair the quality of the services
offered.

Expenditure on personnel and addi-
tional benefits

Expenditure of the BMW Group on
personnel was DM 6.4 billion in the
year under review; that of BMW AG,
DM 5.3 billion. The 5.4% rise in collec-
tively-agreed wages and salaries in
the Federal Republic of Germany, and
expenditure and provisions for mea-
sures to streamline the structure of
personnel, largely contributed to the
increase of about DM 400 million at
BMW AG.

Additional expenditure on person-
nel rose noticeably due to structural
measures. It accounted for as much
as 96 % of basic expenditure on per-
sonnel, compared with 92% in the
previous year.

In addition to monthly wages and
salaries, employees received addition-
al cash payments which go beyond
the collectively-agreed amounts.
These are linked to company profits or
used for the financial savings plan.
The payments for annual bonuses
and financial savings plans amounted
to almost DM 500 million in 1992,




Employees also received collectively-
agreed holiday pay totalling DM 204
million. As in previous years, for those
employees who had worked at BMW
for some time, these additional cash
payments equalled more than two
additional monthly salaries.

Company social benefits for 8,200
retired -Jmplr:lye& and surviving
dependents amounted to about
DM 36 million in 1992.

Property ownership was again
encouraged by the extension of low-
interest loans in the year under review.
At the end of 1992, BMW was helping
employees in the purchase of some
3,400 properties with loans totalling
DM 83 million.

The individual establishment of
financial savings at company level,
offered by BMW since 1974, was con-
tinued IN 1992, As in previous years,
employees were able to purchase, on
favourable conditions, up to three
BMW non-voting preference shares.
The capital approved for this by
the 1989 Annual General Meeting
amounted to a nominal DM 15 million,
of which a total of 12.2 million was used
by the end of 1992. Demand declined
slightly because of the higher pur-
chase price compared with the pre-
vious year. Some 19,300 employees
took advantage of this offer to partici-
pate directly in the Company’s profits

1} of basic expenditure

Structure of Expenditure on 1987 1991
Personnel of BMW AG DM million o) D milliaon 0 1)
Basic expenditure on personnel ] 2,773 100 2614 100
Additional expenditure on personnel 2,658 96 2,415 92
Paid time off 770 28 760 29
~ Public Imlid ays 127 149
Holiday — 428 398
S| mea_a Lo j_”;._ ] S
Othear time off 79 &0
~_Additional cash payments 928 34 732 28
Annual 'ﬁunuc_.@q 461 482 )
Holiday | pay 204 187
Other direct wanmntw 225 B i
I‘II"I-:LI'“I{"FEH savings plan 38 42
~ Social expenditure 636 23 612 23
Em@_;ilipumy contributions BOEG 983
{"a_t_}_l__nrmuﬂ_gnf; to the emplc:ryuﬂr% -
Ilatulﬂ_*,r insurance association 30 29
Old age pensions and benefits 163 6 151 6
Social services and facilities?) 108 4 106 4
Expenditure on education and training N N
incl. continued payment of wages B
~ and salaries?)3) 151 5 148 6
Amounts included twice - 98 -4 - 94 -4
Basic and additional exﬁ%ﬁﬁftu re ; =
on persunnel 5,431 19Ei___ - __5_,_029 _1_EE
thereof other personnel-related expenditure 87 - B ___E_%E
Expenditure on personnel
acc. to statement l_:rf_i_ncume 5,344 4,943

2) incl. imputed depreciation for income-tax purposes and other imputed costs of materials
3) excl. expenditure for the dealer crganization




Automobile and Motorcycle Range

- 3161

1596 cc 73 kKW (100 bhp)
318i

1796 cc 83 kW (113 bhp)
318is coupé

1796 cc 103 kW (140 bhp)
320i

1991 cc 110 kKW (150 bhp)
320i coupeée

1991 cc 110 kKW (150 bhp)
325td

2498 cc 85 kW (115 bhp)
325i

2494 cc 141 kW (192 bhp)
325i coupe

2494 cc 141 kKW (192 bhp)

- M3

2990 cc 210 kW (286 bhp)
3161 touring

1596 cc 73 kW (100 bhp)

. 318i touring

1796 cc 83 KW (113 bhp)
318i Convertible

1796 cc B3 kKW (113 bhp)

i 3251 Convertible

2494 cc 141 kW (192 bhp)

March 1993
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518i

1796 cc 83 kW (113 bhp)
520i

1991 cc 110 KW (150 bhp)
525td

2498 cc 85 kW (115 bhp]
525tds

2498 cc 1056 kW (143 bhp)
525i

2494 cc 141 kKW (182 bhp)
525iX

2494 cc 141 KW (192 bhp)

c 530i

2997 cc 160 kW (218 bhp)
9401
3982 cc 210 kW (286 bhp)

7 M5

3795 cc 250 kW (340 bhp)
518i touring

1796 cc 83 kW (113 bhp)
520i touring

1991 cc 110 kW (150 bhp)
525td touring

2498 cc 85 kW (115 bhp}
525tds touring

2498 cc 105 kW (143 bhp)
5251 touring

2494 cc 141 kKW (192 bhp)

n 525iX touring

2494 cc 141 kKW (192 bhp)
5301 touring

2997 cc 160 kW (218 bhp)
M5 touring

3795 cc 250 kW (340 bhp)

* Federal Republic of Germany only
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730i

2986 cc 138 kW (188 bhp)

730i

2997 cc 160 kW {218 bhp)

740i

3982 cc 210 kKW (286 bhp)
740iL

3982 cc 210 kW (286 bhp)
7501

4988 cc 220 kKW (300 bhp)

. 750iL

4988 cc 220 kW (300 bhp)
840Ci
3982 cc 210 kW (286 bhp)
850Ci
4988 cc 220 kW (300 bhp)

| 850CSi

6576 cc 280 kW (380 bhp)

R 65"
650 cc 20 kW (27 bhp)

R 80, R 80 RT, R 80 GS, R80 R

798 cc 37 kW (50 bhp)

> R100 GS, R100 GS Paris-Dakar

880 cc 44 kW {60 bhp)

2 R100 R, R100 RT

980 cc 44 KW (60 bhp)
R 1100 RS
1085 cc B6 kKW (90 bhp)

v K75, K755, K75RT

740 cc 55 kKW (75 bhp)
K1
987 cc 74 KW (100 bhp)

s K1100 RS, K 1100 LT
1092 cc 74 kW (100 bhp)
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Weak world economy persists

The world economy hardly recovered
in 1992, Only in North America did the
economy gain strength, while eco-
nomic activity in Europe and Japan
became less dynamic. World trade ex-
panded by only 4.5 %.

The major industrial regions had to
cope primarily with internal difficulties.
In Western Europe, for example, unex-
pectedly large obstacles occurred on
the way to economic and monetary
union shortly before completion of the
single European market. In the United
States, the continuing high level of pri-
vate and public-sector debt limited
economic growth. In Japan, the nega-
tive effects of overheated growth in
the second half of the 1980s became
apparent.

The drifting apart of the large
economic regions, but also national
interests within the European Com-
munity prevented, once again, the
conclusion of the Uruguay round of
GATT (General Agreement on Tariffs
and Trade). Thus, the threat continues
of the world economy relapsing into
protectionism. Economic and political
disintegration in Central, Eastern and
Southeast Europe also contributed to
the uncertainty.

Differences in international interest
rates, and the failure, for years, 1o
adapt currency parities to economic
developments for political reasons, led
to severe upheavals in the BEuropean
Monetary System in the autumn. These
brought new challenges to German in-
dustry, which was already weakened
by a low dollar and unfavourable con-
ditions as an industrial location.
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Change in America

The United States overcame the re-
cession in the course of 1992. Invest-
ments and exports expanded first,
while consumer demand did not pick
up until the end of the year. As a result,
recovery in the United States had little
impact on other countries.

The election of a new president will
also affect economic policy in the
United States. According to his pro-
gramme, the state should intervene
maore actively again in economic affairs.
It also contains protectionist compo-
nents to help domestic companies.

A free trade area in North America
(NAFTA) should create the conditions
for the greater economic integration
of Canada and Mexico with the United
States. The danger increased of the
emergence of trading blocs within the
world economy. Thus, it is all the more
important to safeguard free trade, as a
matter of principle, by concluding the
present round of GATT.

Stagnation in Japan

In Japan, economic activity remained
weak. Since this affected sales of im-
ported goods in particular, Japan’'s
trade surplus rose by 37 % to DM 107
billion.

Japanese companies were faced
with an avalanche of costs as a result
of the investment boom of the 1980s.
High levels of depreciation placed a
burden on income, and money bor-
rowed earlier on favourable terms now
had to be refinanced with expensive
capital. This forced companies to cut
output by more than 6%. The banking
industry is also affected since many
loans are now deemed irretrievable.




In 1892, the Japanese gross domestic
product exceeded the previous year's
by only 1.5%. A programmae, an-
nounced by the Japanese government,
to promote economic growth with

LM 120 billion largely provides assisl-
ance for the banking and property
sectors, So far, the programme has

not made a noticeable impact on the
country’'s economy.

Economic weakness in Europe

In Europe, economic development
continued to be subdued. The reces-
sion in Great Britain and Northern
Europe did not end, as had been ex-
pected. In fact, it deepened. Most of
the other economies more or |less
stagnated.

High real interest rates checked
economic development in Europe,
and monetary tensions finally led to
the crises in the international mone-
tary system.

In reunified Germany, the Bundes-
bank raised the key interest rates
to a record level by mid-year in order
to limit the risks of nflation. This
strengthened the value of the D-mark.
Thus, the dollar fell, at times, to less
than DM 1.40 in the year under review.
Some partner countries in the Euro-
pean Monetary System were forced, at
times, to offer far higher interest rates
than Germany in order to defend their
exchange rates.

180

160

140 | [ [ [ T [ /

120

55 90 21

Gross Domestic Product
Index: 1980 = 100

Although the Bundesbank and the
central banks of the countries con-
cerned tried to stabilize the exchange
rates with massive support buying,
the system broke down in September.
The exchange rate of the Spanish
peseta was re-set, and the pound ster-
ing and the Italian lire left the ex
change rate mechanism of the EMS
until further notice. These currencies
lost up to 20% of their value.

1992's currency turbulences
showed that the way to economic and
monetary union, which was started by
the Maastricht agreements, is far more
difficult than the creation of a single
European market.

In the second half of the eighties,
the programme for the single market
revived the idea of Europe and for
years gave rise to greal expectations
on the European continent. [n con-
trast, the plans for political uniocn and
a commaon currency met with great re-
straint.

For most member countries, the
transition to a single European cur-
rency, as planned in the Maastricht
Treaty, will involve major adjustments
and burdens at first. In order to satisfy
the criteria for membership in the cur-
rency union, public-sector budgets
must be consolidated and price in-
creases curbed. This also applies to
Germany.

The Treaty also opens the way for
an industrial policy for the various sec-
tors. This could involve risks for the
free market system,

Japan

MNorth America
Western BEurope

Germany: Dispute over income
redistribution during economic
downturn

Western Germany was shielded, at
first, from the weak world economy

because of the special economic con-

ditions following unification. However,
in 1992, the downturn finally reached
Germany.

The industrial sector, which 1s par-

ticularly exposed to international com-

petition, was aftected by a dramatic
drop in demand. Rising costs and the
appreciation of the D-mark showed
the limits of German industry’'s poten-
tial.

Since industry still had large order
backlogs al the beginning of the year,
the decline in output lagged behind
the setback in demand. This made
both politicians and public fail, for a
long time, to see the economic situ-
ation in the right light.

For large parts of the year, eco-
nomic, financial and social policies
were determined by disputes over
income redistribution. The pending
economic difficulties, and the dimen-
sions of economic development in
eastern Germany, were underesti-
mated for too long. Only towards the
end of the year did trade unions and
politicians show greater willingness
to tackle the tasks together and to re-
consider demands.

35




|
|
|

36

Outlook for 1993

Starting from the United States, the
world economy is expected to con-
tinue to recover modestly in 1993. The
economic upturn could reach Japan
sooner than Europe because Japa-
nese monetary and financial policy al-
ready supported the economy in the
yvear under review. In Europe, relaxa-
tion of monetary policy began only
hesitantly. Furthermore, Eurcpean
governments have insufficient scope
to stimulate economic activity with
either increased public-sector spend-
INg or tax reductions.

In Germany, the prospects are con-
sidered slight for an economic turn-
around during the course of 1993.
Decreasing order backlogs and capac-
ity utilization in industry will put a con-
siderable strain on economic devel-
opment. The general deterioration in
conditions in Germany as an industrial
location, and reduced competitiveness
due to the appreciation of the D-mark
within the European Monetary System,
stand in the way of rapid recaovery.

Finally, the development of the new
federal states will continue to place a
considerable burden on companies
and consumers. In 1993 declining real
incomes, and tax increases already
planned for the following years, mean
that recovery of demand will, at best,
be weak.

Environmental requirements
increase for the car

As more cars are equipped with con-
trolled catalytic converters, traffic-
related air pollution has decreased al-
ready in many cities. The introduction
of traffic guidance systems on test
routes has also contributed to both re-
duced exhaust emissions and noise,

In order to achieve the desired air
quality, particularly in built-up areas,
emissions by industry, public enter-
prises and private households must
be further reduced. BMW advocates
further progress in car technology and
traffic guidance systems, However,
the resultant car prices and running
costs should not be beyond the reach
of the average motorist.

Legislation on exhaust emissions
15 expected to become stricter on the
world's major car markets, making the
use of new technologies necessary.
From 1998, for example, some of the
cars sold in the United States must
run entirely without direct exhaust
emissions.

Since mobility is one of the funda-
mental prerequisites for life and work
in developed societies, demand for
transport is expected to continue 1o
Grow.

Therefore, in addition to the devel-
opment of the car, it is important to
eliminate bottlenecks in the transport
infrastructure and to apply, as quickly
as possible, the findings from research
and field tests in efficient traffic guid-
ance systems. Different transport sys-
tems should be linked, and jointly con-
trolled, in order to satisty foreseeable
transport demand, while, at the same
time, making diminishing demands on
energy and on land for new rocads and
rail lines.

Traffic infrastructure fallen behind
requirements

Passenger and freight transport is pre-
dominantly by road. Since the 1970s
the distances covered by road have
iIncreased by almost one-third, while
real investments in roads and bridges
have decreased by 259%.

Although revenues from car and
mineral oll taxes in Germany are more
than twice as high as government
spending on roads, there are currently
neither the funds to develop the road
network to keep pace with require-
ments, nor substantially to improve rail
services,

BMW began five years ago to test
cooperative transport systems in pilot
projects.

Further initiatives to safeguard
mobility

Experience gained in the field of effi-
cient traffic guidance is also used to
optimize rush-hour traffic at BMW
locations, For example, the commuting
patterns of BMW employees in Munich
were determined in a representative
study in 1992,

As a result of this study, encour-
agement was given to car-sharing
schemes, works buses and the use
of public transport. The BEMW Mobil-
Card was introduced in July 1992, With
this card, employees can use Munich
public transport at reduced fares.

Some 140,000 journeys to and from
work were “saved” by BMW employees
solely because of the system of flexible
working hours at the Munich plant.

_—




The companies shown here, repre-
senting the Group’s different fields of
business, are predominantly wholly-
owned BMW companies. BMW holds
a 50.5% share of the capital of BMW
Rolls-Royce GmbH. The Company
has a minority interest in Loewe Opta
GmbH.

From the beginning of 1993 the
former organizational unit responsible
for buildings and energy technology
at BMW AG will be run as a company
subsidiary, Betek Bau- und Energie-

technik GmbH.
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While the world car market stagnated, although

at a high level, specia
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output of German manufacturers rose to
1.8 million cars. The sale of 595,000 BMW cars

Wwas a new recorda.

The automobile market: Stagnation
at a high level
INn 1992, the automobile industry pro-
duced about 35 million cars world-
wide, thus maintaining the previous
year's high level. While more cars were
manufactured primarily in the Euro-
pean Community, South Korea and
Latin America, output in Japan and
Eastern Europe continued to decline.,
With the exception of Germany,
Japan and Canada, registrations of
new cars increased in all major mar-
Kels.

Europe: Special influences result,
once again, in high unit sales

In Western Europe, the 13.5 million
new car regisirations were as high as
the two previous years. Among the
large markets, only Germany recorded
a decline in car sales.

With a share of 38 %, German
makes maintained their leading posi-
tion in the European car market.
French manufacturers kept their posi-
tion on the domestic market, but lost
shares in other European countries.
In contrast, some of the setbacks of
ltalian marques on their domestic
market were offset by higher exports.

The devaluation of the Italian lire,
by up to 20%, against the currencies
of important trading partners, greatly
improved the competitive position of
the ltalian car inaustry from autumn
1992,

Japanese manufacturers lost mar-
ket shares in Western Europe in the
yvear under review; their share de-
clining from 12.3 % to 11.8 %, Of the 1.6
million Japanese cars sold in Western
Europe, as manyas 270,000 came from
plants in Great Britain. There, manu-
facture doubled within a year. South
Korean manufacturers are now repre-
sented in all European countries.

However, their markel share was only
0.7% in the year under review.

Demand for diesel-engined cars
continued to rise; their share increas-
ing to almost 17 % Europe-wide. How-
ever, sales varied greatly from one
country to another, depending on dif
fering taxes, France remained the
largest markel h::nr diesel-engined cars;
their share being 39%. The strongest
growth was mgqm*-.u ed in Austria and
(Great Britain where the proportion of
diesel-engined cars rose by about
four percentage points each to 26.2%
and 12.6 % respectively.

With 13.7 million units, car output in
Western Europe was slightly higher
than in the previous year and thus cor-
responded with the 1992 level of regis-
trations. With the exception of Iltaly, car
output increased in all major producer
countries. In Great Britain, the growth
was due exclusively to the Japanese
car makers.

In the countries of the former east-
ern bloc, and in former Yugoslavia,
automaobile business was influenced
by economic upheavals, political dis-
integration and civil war, As a result,
sales of BMW cars in these countries
decreased by almost one-quarter to
3,600 units.

In Weslern Europe, registrations of
new BMW cars rose by 7% to 440,000
units to take the leading position in
their segment.
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Automobile Production

Automobile production in Germany
achieves a new record

With 4.8 million units, automobile pro-
duction achieved a new record in
Germany in 1992. In the eastern part
of the country, new plants started to
produce cars in small quantities. The
production of German cars abroad fell
by 6% to 1.5 million units. Exports of
cars made in Germany rose by 17 % to
2.57 million units, with the export
quota increasing to 53 9%,

Some 3.9 million new cars were
registered in Germany; 6% fewer than
in 1991, but far more than had been
expected after that exceptional year.

While sales in eastern Germany
continued to rise by 6% to almost
780,000 units, they decreased by al-
most 300,000 units in the old federal
states. This decline was due primarily
to the economic downturn and large
stocks of used cars.

In western Germany, newly-regis-
tered petrol-driven cars were nearly all
equipped with a controlled catalytic
converter. More than half the cars now
In use have this technology. Demand
was also particularly strong for estate
cars; their share rising to 16.5% of to-
tal registrations.

In western Germany, the number of
cars in use increased by one million 1o
32.3 million units. In the new federal
states, some 6.8 million cars were
registered at the end of 1992, Thus, as
many as 435 out of 1,000 inhabitants
had their own car. The equivalent figure
in western Germany was almost 500.
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Automobile Registrations

In the whole of Germany, sales of
foreign margues declined by 9% to

1.3 million new cars; corresponding to
about one-third of the total market.
Once again, every second newly-regis-
tered car was imported in the new fed-
gral states. Demand in that part of the
country is predominantly for smaller
cars.

In Germany, registrations of new
BMW cars increased by 6% to
245,000 units. Thus, BMW was one of
the few manufacturers to continue to
achieve growth in a declining total
markel. In eastern Germany, BMW
sales increased by 87 % to 17,500 new
cars.

BMW commitment in the new
federal states

The market and industry of the new
federal states are now fully integrated
into the Company’s activities. Within
three years of the opening of the fron-
tiers in autumn 1989, BMW has com-
pleted major investment projects, es-
tablished a variety of business rela-
tions and, with appropriate measures,
supported the development of free
market structures., Together with its
sales partners, the Company is plan-
ning to invest more than DM 1 billion
in the region by 1996.

Within a short time, BMW had de-
veloped an extensive sales organiza-
tion, comprising about 140 indepen-
dent dealers at the end of 1992. BMW
also opened its own sales outlets in
Chemnitz, Dresden and Leipzig, and
also a branch of the Berlin sales outlet
in the eastern part of the city. Some
5,000 people are employed in the
customer service and sale of EMW
products in the five new federal states.

WWestern curope
North America
Japan

in million units

The largest single investment of some
DM 120 million was in the construction
of a pressing tool plant in Eisenach,
Thuringia. This has now been com-
pleted. The construction of a develop-
ment centre and production plant for
BMW Rolls-Royce GmbH in Dahlewitz
near Berlin is progressing on schedule.

At an early date, BMW made efforts
to establish business relations with
suppliers through a special purchas-
ing office. Long-term contacts were
made at the 1991 BMW Suppliers’
Meeting in Leipzig. Through coopera-
tion with BMW, many medium-sized
businesses already receive Important
know-how for the development of
their competitive position.

BMW is also one of the partici-
pants in an initiative by west German
industry to double its purchasing vol-
ume in the new federal states by 1995.
In the year under review, BMW AG
purchased goods and services there
for DM 170 million. It aims to spend as
much as DM 500 million in 1993.

In more than twenty company talks,
BMW provided an opportunity for
businesses, authorities and associa-
tions of a region to exchange informa-
tion. In addition, training facilities were
supported with sub-assemblies and
teaching materials.
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US car market bottomed out

While the economy grew modestly, car
sales held level, in the United States,
at 8.2 million units. American manu-
facturers increased their sales slightly;
their market share rising to 62%. Their
output also increased slightly to 4.3
million units.

The sales of Japanese manufac-
turers also remained unchanged on
the US market at 2.6 million units.
While imports from Japan aecreased
py 3%, sales of Japanese cars made
in North American plants increased by
3% to 1.2 million units.

In the United States, total car out-
put rose by 3% to 5.6 million units.
The US share of world car production
stayed at 16 %, compared with about
25% In the mid-1880s.

Sales of German cars generally
persisted at a low level; their share of
the total market remaining at 2.7 %.
Only manufacturers in the top market
segment recorded some marked In-
creases. BMW achieved the highest
growth compared with its European
competitors, with sales rising by 23 %
to 65,700 units.
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Automobile Production
BMW and German Manufacturers
Index: 1980 = 100

Continuing weak demand in Japan
In Japan, registrations of new cars de-
creased by 9% to 4.45 million in 1992,
650,000 fewer cars than in the record
year of 1990.

Sales of imported cars declined
by 8% to some 180,000 units; their
market share still being only 4 %. 58%
of all imported cars were German, and
13% came from the North American
plants of Japanese manufacturers.

BMW recorded a decline in regis-
trations to some 28,500 units, in keep-
ing with the trend in the entire com-
petitive field.

Car output in Japan was cut by 4 9%
to 9.4 million units, mainly because of
flagging domestic demand. Exports
also declined slightly because foreign
markets were supplied increasingly
by Japanese assembly plants estab-
lished in those markets. When includ-
ing the manufacture of Japanese
cars in North America and Northern
Europe, the worldwide output of Japa-
nese cars hardly decreased in 1992,

Middle East, Southeast Asia, South
America and black Africa

In the Middle East the car market con-
solidated after the upheavals of the
previous year. Sales of BMW cars in-
creased by 13% to 39,000 units.

In Southeast Asia demand rose
markedly after settling in the previous
year, In Thailand, lower customs du-
ties and the opening of the market to
imports of complete cars contributed
to particularly marked growth of the
top market segment. High increase
rates were also recorded in Taiwan.
Vietnam and Cambodia were opened
up for marketing. In this region, BMW
sold a total of some 19,000 cars, 36%
more than in the previous year.

B MW

German manufacturers

The further opening of the markets of
south America enabled BMW to de-
velop its sales organization. For exam-
ple, new importers were appointed in
Venezuela and Honduras. With 3,600
units, BMW almost doubled its car
sales In South America.

In black Africa, demand for expen-
sive cars remained very low because
of the desolate economic situation.
BMW sold about 1,000 cars on the en-
tire continent excluding South Africa.

Outlook for 1993

Worldwide, the automobile business
remained weak at the beginning of the
new year. In Europe, decreases in pur-
chases were sometimes in double fig-
ures. However, this was mainly due to
the unusually high figures from previ-
ous years which were used as a basis
for comparison.

In Germany, the weak development
of the economy and discussion about
higher taxes and charges greatly
weakened the car business. Proposed
charges for car drivers range from
so-called CO» taxes on the purchase
and running of cars, through motorway
licences, to higher mineral oil taxes.
There are also plans to reduce write-
off facilities and abolish the prior-tax
deduction for company cars. Auto-
mobile manufacturers may also be
obliged to take back scrapped cars
free of charge. If all these proposals
were to materialize, they would threaten
the very existence of the car industry
In Germany, even beyond the current
phase of economic weakness.




Since the world economy is unlikely to
recover noticeably in 1993, the car
markets in Western Europe and Japan
are expected to remain static. The re-
covery process seems to be continuing
only in the United States. This is due
to a better overall economic environ-
ment, the decisive economic policy of
the new president and increasing re-
placement demand on the car market,
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BMW car sales at a new record

level

In 1992, sales of BMW cars rose world-
wide by some 8% to 595,000 units.
The Company's world market share in-
creased to 1.7 %, In the top market
segment, every tenth newly-registered
car was a BMW.

oales of 3 Series cars rose by about
20% to 385,000 units. This was due
largely to the new 3 Series coupées
which were introduced to the markets
from January 1992. Sales also in-
creased of the four-door saloons of
this model. They were available in all
markets throughout the year.

The new BMW M3, presented in
November, has already aroused great
admiration because of its combination
of sporting elegance and excellent
handling. The new 325i Convertible
was presented to the public at the
Salon International de 'Automobile in
Geneva in March of the new year.

Demand for 5 Series cars was still
strong, with sales of 173,000 units con-
tinuing to be high. The attractiveness
of the medium-sized BMW was fur-
ther enhanced by new diesel, touring
and four-wheel drive versions. Some
70,000 customers purchased these
models. Since the autumn, cars of the
5 Series are also available with the
new 8-cylinder engines.

BMW offers a particularly wide
range of medium-sized cars, including
the 518i with 4-cylinder engine, avail-
able in additional markets since the
beginning of 1993. Customers can
choose between two body and drive
versions, 4-, 6- and 8-cylinder petrol-
driven engines, and two diesel-
powered engines. With about 20 %,
the share of diesel-engined 5 Series
cars was almost twice as high as in
the previous year.
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3 Series

5 Serjes

7 Series, 6/8 Series (coupse)

In 1992, the form and technology of
the 7 Series again safeguarded BMW's
competitive position in the top car
segment. Additional stimulus came
from the new models with 8-cylinder
engines. With some 15,000 units, they
accounted for almost half the 7 Series
cars sold in the whole of 1992.

Despite far more difficult market
conditions, deliveries of the BMW
/7 Series decreased only slightly to
32,000 cars. In six years, some 280,000
of these cars have been produced;
the same number as of Its predeces-
sor during its entire ten-year cycle.

Two models were added to the
range of 8 Series BMWSs: the 840Ci
with an 8-cylinder and the 850CS]
with a higher-performance 12-cylinder
engine, As a decidedly sporting luxury
coupe, the 850CSi will continue the
tradition of “Grand Tourisme” cars.
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BMW sales organization geared to
customers

The sale of BMW products is sup-
ported by medium-sized businesses
that represent BEMW in the markets
and ensure the margue's uniform im-
age. In addition to the further develop-
ment of the infrastructure worldwide,
the BMW sales organization was fully
geared to individual customer service
in 1992. This proceass includes all divi-
sions of the Company and the dealer-
ships.

The Company is represented by 16
of its own marketing companies in the
world's major car markets. These sold
more than 90% of all new BMW cars,
The development of the individual
markets is described on pages 44 to
46.

In some 100 other countries, inde-
pendent importers sell and service
BMW cars. In order to make the most
of new sales opportunities in Eastern
Europe, BMW appointed further sales
partners in the Czech RBepublic and in
Slovakia, Estonia and Latvia, Croatia
and Bulgaria.

In the Community of Independent
States, a new service company was
set up in Moscow, and in 5t. Peters-
burg BMW is represented by a new

partner. New importers were also found

in Georgia, Kazakhstan, the Ukraine
and in Belorussia. Since the expertise
reguired to service expensive cars is
virtually non-existent in these coun-
tries, and partners do not generally
have the necessary capital resources,
BMW has had to provide money, train-
ing, equipment and facilities for the
development ot an etficient sales and
customer service organization.

In Thailand, Malaysia, Indonesia and
Uruguay, BNIW cars were again as-
sembled by importers in 1992, The
component kits supplied from Ger-
many are completed, as far as possi-
ble, by locally-purchased components.

The South African car market is
also largely closed due to import re-
strictions. EMW has had its own car
plant and other production plants
there for twenty years. They supply
cars and components for the South
African and other African markets.
BMW (South Africa) (Pty) Ltd. also
supplies parts and particularly high-
guality leather for the other plants of
the BMW system of linked production
plants.

The foreign companies form im-
portant links between the BMW Group
and the respective national suppliers.
The negative effects of fluctuating ex-
change rates can be eased by making
purchases in different currency re-
gions. Besides, in many countries this
is a preceondition for the sale of BMW
cars to authorities and companies.




Streamlining the sales organization
in Europe

The creation of a single European
market permits more efficient struc-
tures for the sale of BMW products in
Europe. At the beginning of 1992, sales
activities were integrated for Germany,
the Netherlands, Belgium, Luxemburg,
Switzerland and Austria. Flatter argani
zation resulted in greater efficiency
due to shorter decision-making pro-
cesses and a more rapid exchange of
information.

Internationally coordinated logisti-
cal systems ensure than some 100,000
items of the range of Genuine BMW
Parts and Accessories can be supplied
quickly and economically to BMW
aealers and customers throughout the
world.

The easing of cross-frontier deliv-
eries enabled the Company 1o stream-
line distribution channels. Thus, in the
year under review, the Netherlands
were supplied from Belgium, south-
west Germany received parts from
Strasbourg, and Norway from the sup-
ply centre of the Swedish BEMW com-
pany in Malmao.

With the exception of a few periph-
eral regions, an express system can
supply dealers in Europe with any
Genuine BMW Part from the Central
Stock of Parts in Dingolfing within 24
nours.

In 1992, BMW gradually introduced
a computer-assisted parts information
system for the dealer organization.
This system replaces the usual micro-
film catalogues and enables dealers
to advise customers more gquickly and
accurately on purchases of parts and
accessories.

At the customer’s service

More than one-quarter of a million
people talk each day with employees
of the BMW sales organization.

The dealers offer comprehensive
services, from the purchase, equip-
ment and running of cars and motor-
cycles, to their financing and insur-
ance. There are also mobile telephone
and other services, depending on the
market,

Training programmes were im-
croved for individual and comprehen-
sive customer services. Employees
are familiarized both with the vehicle
technology and services offered by
the Group. In addition to the training
centres of the BMW companies in
Germany, there are also training es
tablishments in the Middle and Far
East, in Central and South America.
Employees in Eastern Europe are
frained in Moscow and Munich.

In order to carry out maintenance
and repair work at BMW businesses
even more economically in future, a
new car diagnosis and information
system was developed In cooperation
with leading manufacturers. This will
be used by all BMW dealers in future.

The development of the sales infor-
mation systems aimed to further ac-
celerate the exchange of data betweean
dealers, importers, sales companies
and the central divisions of the Com-
pany. Thus, even customer requests
made at short notice can be met more
satisfactorily.

BMW dealers again made substan-
tial investments to improve conditions
for long-term sales opportunities and
iIntensive customer service.

BMW Motorsport GmbH, Munich
BMW Motorsport GmbH was estab-
lished 20 years ago to demonstrate
the high performance potential of
BMW cars and engines in motaor sport.
lToday, it still takes part in international
touring car races with cars based on
existing models, Meanwhile, however,
the development and production of
the high-performance cars of the
BMW M Series are the major part of
the business. In the division known as
"BMW Individual”, cars are made and
equipped In accordance with the cus-
tomer’s individual wishes, At the end
of 1992, BMW Motorsport GmbH
employed some 500 people.

BMW M5 cars and the new M5
touring car have particularly expensive
equipment and fittings. A lot of the
work on these cars is by hand. The
development of the new M3 car and
the 850CSi was completed in the year
under review. Production of both cars
has started.

Competition versions of the previ-
ous M3 again won German and inter-
national championships in its last year
of production. This car became the
most successful touring car in motor
sport. It can still be used by private
drivers until 1995 BMW Motorsport
GmbH has developed several compe-
tition versions, based on the new
3 Series, for international touring car
events, The encouragement of private
racing drivers continues to be impor-
tant in the BMW Sports Cup.

In BEMW's driver training courses,
experienced instructors show drivers
how to drive circumspectly and safely.
Demand for these courses continued
to grow in 1992,
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In Belgium, the car market was sup-
ported by a slight upward economic
trend. The abolition of the luxury tax
on cars and the reduction of value
added tax resulted in a marked in-
crease in registrations in the spring.
However, from mid-year demand was
checked by a new registration fee
and increased taxes on diesel fuel. The
traditionally high proportion of diesel-
engined cars continued to grow.
Demand was particularly strong for
the new BMW diesel models, BMW
Belgium S.A/NV. also recorded
double-digit growth rates for some
petrol-engined cars.

Total market 466 200 + 19
B 14400 +12%

Netherlanag:

The Dutch economy was weak in 1992,
Demand for cars has been low for five
yvears. However, there were structural
shifts. Many customers opted for small
cars. With the 5 Series car, BMW
Nederland B.V. was able to avoid this
trend as the new touring and diesel-
engined versions of the medium-sizead
car were extremely well received. The
introduction of a registration fee at the
beginning of the new year boosted
registrations in December 1992. Never-
theless, BMW was unable to achieve
the high result of the previous year.

Total market 492,100 0%
BMW 11,400 —-5%

Gern

In Germany, the exceptional level of
economic activity, triggered by the
unification process, cooled noticeably
IN 1992. In addition, continuing discus-
sion of increased charges and taxes
reduced willingness to buy cars. Regis-
trations decreased from an unusually
high level. The top market segment
declined by 9%. BMW was the only
European manufacturerin this segment
to record a further increase in sales.
For the first time, not only the saloons
but also the coupes of the BMW

3 Series were fully available. Deliveries
of 5 and 7 Series cars continued to be
high. Demand was also strong for

& Series touring and diesel-engined
cars.

Total market 3,930,000 — 6%
BMW 245,000 + 60

i
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In 1992, registrations of new cars
achieved a new record in Austria, re-
flecting the country's healthy econo-
my. German manufacturers increased
their market share to 509, At the
beginning of the year, a new con-
sumption-related registration fee was
introduced, benefitting suppliers of
smaller cars. BMW Austria Ges.m.b.H.
nevertheless achieved its best sales
result since the company was estab-
lished in 1978. The strongest sales
stimuli came from the models of the
new 3 Series. The touring and diesel-
engined cars of the 5 Series were also
well received by customers.

Total market 320100 + 5%
BMW 11,900 + 119




By international comparison, the
French economy developed above the
average in 1992. Demand for cars kept
pace with economic development.
Growth was due primarily to new mod-
els from German large-series manu-
facturers. Tax benefits for cars with

a catalytic converter and a capacity

of less than 2 litres were phased out

at the end of the year, resulting in a
shift in demand, towards the end of
the year, to smaller cars. The tradi-
tionally large market for diesel-engined
cars continued to grow. BMW France
S.A. more than doubled sales of diesel-
run cars. Other models also developed
satisfactorily.

- 4 0
+ 8%

2,105,700
31,500

Total market
BMW

In Sweden, a declining gross national
product, high interest rates and de-
Creasing consumer spending again
hampered car sales in 1992, The total
market fell to a level last recorded at
the end of the 1950s. The setback was
not as severe for domestic manufac-
turers as for European and overseas
suppliers. BMW Sverige AB was also
among those affected. Nevertheless, it
was able to reduce some of the stocks
of cars taken over from the former
importer. In December, sales gave rise
{0 hopes of stabilization. They were
just above the previous year's level.

154,200
2,000

~18%
—14%

Total market
BMW

The downturn of the British economy
continued in 1992. However, first signs
suggest that the economy has bot-
tomed out, After declining by a total of
3090 in the two previous years, the car
market remained virtually unchanged
at a low level. The abolition of a 10%
car tax supported the market. The
trend to smaller cars continued. Thus,
the top market segment declined
again, BMW (GB) Ltd. was largely able
to avoid the general market weakness.
The increase of the BMW market share
to 2.6% was due to the success of the
3 series and continuing high demand
for medium-sized and large BMWSs.

0%

+ 500

1,593,600
40,700

Total market
BMW

In Switzerland, rising unemployment
and high interest rates again curbed
consumers’inclination to make pur-
chases, particularly of more expensive
products. The negative outcome of the
referendum on joining the European
Economic Area resulted in further
uncertainty. For the first time for six
yvears, fewer than 300,000 new cars
were registered. Nearly all suppliers
were affected by this decline, includ-
ing BMW (Schweiz) AG. While sales

of the 5 Series rose by 18 % due to the
introduction of the four-wheel, touring
and 8-cylinder versions, those of 3 and
7 Series cars fell below the previous
year's figures.

268,100 - 8%
10,000 —=12%

Total market
BMWV
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In Italy, econcmic development was
carried by the strong demand of pri-
vate housenolds. In contrast, the car
market grew only modestly, although it
was still Europe’s second-largest.
Purchasers were disconcerted by
ltaly's departure from the EMS and the
re-introcauction of a special tax on
diesel fuel, both of which impeded
further growth of the car market. Italian
manufacturers lost market shares.
BMW ltalia S.p.A. won over numerous
customers with the new 3 Series.
Special enthusiasm was shown for the
sporting, elegant design of the coupes.
In just two years, BMW registrations in
ltaly rose by about one-third.

234,300 + 1%
38,000 +15%

Total market
BMW

INn 1992, the Spanish economy re-
mained weak and public-sector
budgets continued to be consolidated.
The marked recovery of the car market
was due to special influences. For
example, car tax was lowered from
33 9% to 28%. Towards the end of

the year, registrations were brought
forward because of the pending tax
increase for leased cars. This develop-
ment benefitted suppliers in the top
market segment in particular. BMW
lberica S A. recorded the highest
growth rate. In just two years, BMW
increased sales of new cars by more
than 50%. The market share was 19%.

F10%
F 26 Y%

927,500
17400

Total market
BMW




After a strong decline, car registra-
tions Increased slightly in Australia. In
the segment for expensive iImported
cars, growth of almost one-third was

due primarily to numerous new models.

The new 3 Series BMW played a
considerable role, with sales of larger
BMW cars also developing satisfac-
torily. With the renewed increase In
sales, BMW Australia Ltd. continued
to develop its leading position among
European manufacturers. The new
marketing centre was opened in Mel-
bourne in February 1992,

402500 + 4%
4,800 +13%

Total market
BMW

In New Zealand, economic develop-
ment improved noticeably in 1992, The
structure of the car market has already
shifted towards more expensive cars.
While the total market declined again,
the top market segment increased by
152%. BMW New Zealand Ltd. sold
more cars than all its European com-
petitors together. This is the success
of the entire range of BMW cars.

Total market
BMW

53,000 - 50
520 +12%
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In Japan, growth slowed in most in-
dustries, with some even showing
recessionary trends. The electronics,
steel and car industries were under
special strain. The government
adopted a comprehensive economic
programme in order to support the
economy and the weak stock and
property markets. The decline of the
car market accelerated in 1992,
affecting Eurcpean manufacturers in
particular. BMW Japan Corp. could
not avoid this development. BMW
achieved growth with 3 Series cars,
but sales of 5 and 7 Series cars
declined in keeping with the trend in
the top market segment.

4,454,000 - 9%
28,500 —-16%

Total market
BMWY

There are still no signs of the South
African economy bottoming out. The
country i1s going through its severest
economic crisis this century. The car
Industry was additionally strained by
politically motivated strikes. BMW
(South Africa) (Pty) Ltd. was able to
avoid this development in 1992, On
the one hand, the Rosslyn car plant is
located outside the strike regions, and
on the other hand, the new 3 Series
car was successfully introduced in the
market, BMW’s market share rose to
8.6%, In the segment for expensive
cars it achieved a share of 35%. BMW
(South Africa) also delivers cars to
other African countries.

182,900
|

— {Up
+ 204

Total market
BMWW

Canada’'s economy remained under
considerable strain, although great
hopes were pinned on the upturn of
the US economy. First signs of recov-
ery were already apparent. The car
market nevertheless recorded a
marked decline which also affected
the top segment in the 2nd half of the
year. Importers of European cars were
particularly atfected. I he new models
of the BMW 3 series stimulated
demand. As a result, BMW Canada Inc.
Improved on Its previous year's result.

Total market 94 200 — 984
BMWY 4.500 + 500

The economy of the United States be-
gan to grow from the 2nd half of 1992.
The car market followed the overall
economic trend only hesitantly. Once
more, car buyers turned increasingly
to American margues. Nevertheless,
the yvear was satisfactory for BMW of
North America Inc., with sales growing
by about cne-guarter. In addition to
high demand for the new 3 Series,

5 and 7 Series cars also did far better
than in the previous year. The con-
struction of a BMW car plant began in
South Carolina in the autumn.

09
+ 23490

8,211,200
65,700

Total market
B MW




BMW Fahrzeugtechnik GmbH,
Eisenach

The new plant for large pressing tools,
at Eisenach in Thuringia, was opened
on March 10th 1992. It is one of the
first new factories in the new federal
states to have started work since uni-
fication.

BMW invested DM 120 million in
the first stage of construction which is
now completed. Numerous compa-
nies from Thuringia were involved in
both the construction work and the

equipment of the plant with machinery.

Nearly all the employees come from
the Eisenach area. Tool makers,
machine fitters and other skilled em-
ployees were trained for their tasks at
the Bavarian EMW plants from 1990,

Within a short time, productivity at
the new plant exceeded expectations
due to the careful training and com-
mitment of the employees. Single or
multiple shifts are worked, depending
on requirements.

BMW Fahrzeugtechnik GmbH pro-
duces tools for the other BMW plants
and for non-BMW customers. The
company received its first non-BMW
orders from machine manufacturers
and car-industry suppliers. The new
tools are tested, and small series of
parts are produced, in the company's
own pressed parts plant.

I'he investments of BMW and other
companies have revived economic

activity throughout the Eisenach region,

which has a long tradition of metal-
working. In addition, BMW supports
cultural and social life in Eisenach, as
It does at all other BMW locations.

BMW Motoren Gesellschaft m.b.H.,
Steyr

The BMW engine plant at Steyr pro-
duces all BMW diesel engines, the
4-cylinder petrol engines and some of
the 6-cylinder petrol engines. Since
production began ten years ago, some
two million engines have come off

the assembly lines. Almost 380,000
gngines were produced in 1992; 15%
of them being diesel sub-assemblies.
The development centre for diesel
engines Is also localed at Steyr.

So far, BMW has invested DM 1.6
billion in the engine plant. In the next
few years, the structures of the plant
will be developed, new technologies
introduced and the production of fu-
ture engines prepared with an exten-
sion and modernization programme
amounting to DM 500 million.

The company also attends to the
sale of all BMW engines and pur-
chases of the BMW Group in Austria.
Forexample, 4-cylinder petrol engines
were delivered to the ltalian car manu-
facturer Bertone in the year under
review. In Austria, the BMW Group
made purchases worth DM 2.4 billion.
At the end of 1982, the company had
about 2,100 employees.

With sales of DM 2.6 billion, the
BMW companies in Austria, com-
prising the engine plant at Steyr, the
marketing company BMW Austria
Ges.m.b.H. and the BMW Austria Bank
Ges.m.b.H. in Salzburg, are among
the ten largest companies in Austria.
The Austrian trade surplus generated
by BMW business amounted to about
DM 700 million,

BMW Technik GmbH, Munich

BMW Technik GmbH carried out spe-
cial development tasks in car and
transport technology and in the broader
environment of the car business.

New processes and products are de-
rived, at an early stage, from technolo-
gical, economic and social develop-
ments, and presented as examples.

The 110 or so employees come from
very different fields. The company is
specially equipped for the design,
engineering, prototype construction
and testing of cars and components.

In 1992, after the Z1 roadster and
the cars for electric propulsion, the ET
and E2, BMW Technik GmbH devel-
oped a study of a particularly compact
saloon with a centre rear engine. It is
geared primarily to demanding drivers
who seldom carry passengers and
who want to combine comfort, safety
and good road performance with par-
ticularly economical fuel consumption
and small dimensions. The car, named
the 213, was presented at the Geneva
Salon International de I'Automobile in
March 19935.

Together with BMW Motorrad
GmbH, the company developed the
concept motorcyele, named the C1,
to demonstrate new perspectives for
riding safety and comfort. In 1992, the
technology of electrically-driven cars
was advanced. Work focussed on
electric propulsion, safety and light-
weight construction.




Demand for motorcycles continues
to rise

In 1992, demand for new motorcycles
increased slightly in the western indus-
trial nations to 870,000 units. Sales of
machines of more than 500 cc contin-
ued to rise, while demand decreased
in the smaller motorcycle segment.

The growing popularity of classic
motorcycles without fairing also points
to a change in user habits.

Sate and responsible motorcycling
IS Increasingly gaining ground.

With a 20 % increase Iin registrations
to more than 150,000 units, Germany
remained the world's second-largest
motorcycle market. Sales also rose
slightly in the United States, in Japan
and France, but decreased markedly
in some other major markets,

Group sales of BMW motorcycles
achieve new record

Demand was generally brisk, group
sales of new BMW motorcycles
Increasing by 119% to 35,700 units; the
nighest level ever. For the first time,
BMW's world market share rose above
4%, Worldwide, in the segment for
large machines of more than 750 cc,
every tenth new motorcycle sold was
a BMVV.

In Germany, 13,800 new BMW
motorcycles were registered; 2490
more than in the previous year. The
R100R was the motorcycle in greatest
demand in its segment. The largest
export markets for BMW motorcycles
remained the United States, France,
ltaly and Spain.

With an output of almost 36,000
machines, the capacities of the Berlin
motorcycle plant were fully utilized in
1992. With flexible working hours,
manufacture was adapted better to

meet seasonal fluctuations in demand.

The increase In BMW sales is due
primarily to the market success of a
new motorcycle with a flat twin engine
and classic contours, the R100R, and
a sporting touring machine, the large
K1100LT.

Together, these machines accoun-
ted for 43 % of the BMW motorcycles
sold. In autumn, the R80R and
K1100RS models were added to the
range.

In 1992, sales generated by BMW
motorcycles and accessories in-
creased by 6% to DM 580 million.
When including the manufacture of
car parts at the Berlin plant, the motor-
cycle business employed some 2,100
people at the end of the year.

Priority for safety and environmen-
tal protection, new generation of
motorcycles with flat twin engines
introduced

The motorcycle markets are also
influenced increasingly by demands
for reduced exhaust emissions and
lower noise levels, more economical
fuel consumption and maximum
safety.

BMW adjusted, in good time, to
this trend and was the first manufac-
turer to develop a controlled three-
way catalytic converter for motor-
cycles and to offer it in the K100 mod-
els. In Germany, two-thirds of the
buyers of these 4-cylinder motor-
cycles opt for this technology.

BMW offers uncontrolled catalytic
converters for K75 motorcycles. In the
usual motorcycles with flat twin en-
gines, pollutants can also be reduced
markedly by means of exhaust gas
recirculation.

At the beginning of 1993, BMW
presented a newly-developed genera-
tion of motorcycles with flat twin en-
gines. These machines can be fitted
with a controlled catalytic converter
and an improved anti-lock braking
system. BMW set new motorcycle
standards with the introduction of an
anti-lock braking system in 1988,

The first model of the new range,
the RTNOORS, will be delivered to
customers from spring 1993. The new
generation of motorcycles will further
consolidate BMW's position in the
motorcycle markets.

There are signs of a steady, slightly
upward trend in overall demand in the
traditional motorcycle markets. Addi-
tional sales opportunites will develop,
in the long term, in Central and Eastern
Europe, and in South America.
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Activities outside the car and motorcyc
ness continued to make progress in 1992.

For example, BMW Rolls-Royce received its
first large order, and Axicon began operations
phone network.

ab was Incorporated into the BMW Group.
1he leasing and lending business increased.

N the digital mobile te

SOft

BMW Rolls-Royce GmbH, Oberursel
In September 1992, the company, in
existence since mid-1990, received its
first large order for the new family of
aero engines with the designation
BR700. Initially, this 1s for the delivery
of 200 engine systems, worth a total

of about DM 1 billion, to the Gulfstream
Aerospace Corporation in Savannah,
Geoargia, in the United States.

The first engines will be delivered at
the end of 1996 and used Inthe G X
executive aircraft, which has been
newly developed by Gulfstream. With
these engines, the aircraft will have a
very long range, for example, non-stop
from New York to Tokyo.

In March 1993, the company con-
cluded an agreement with the Cana-
dian aircraft manufacturer Canadair for
the equipment of a future aircrait with
BMW Rolls-Royce engines.

The development of the new family
of engines, developing between 10,000
and 22,000 pounds thrust, progressed
according to plan. In spring 1992,
work began on the construction of a
development and assembly centre at
Dahlewitz near Berlin. 1,000 new jobs
are being created, with investments
amounting to DM 400 million. From
1996, BR710 engines with 10,000
pounds thrust will be put Into produc-
tion there,

At the Oberursel plant, the com-
pany makes components for other
engine manufacturers. Parls are de-
livered to Rolls-Royce plc. for the
existing ranges of large engines. The
experience gamned is infegrated into
the production of the new BR700
engines.

In addition, BMW Rolis-Royce
develops and builds small gas tur-
bines and carries out maintenance
and repair work. At the end of 1992, the
company had some 1,000 employees.

e DUSI-

Kontron Elektronik GmbH, Eching
The company develops, produces and
sells products and services relating to
control systems for industry, measuring
technology, graphics, network systems
technology, image and material analy-
518,

Several promising products were
introduced to the market in the year
under review. These include the partic-
ularly sturdy industrial computer KOI,
the colour scanner ScanCom 50 for
applications in the graphics industry,
and new electronic components,

In order to survive, in the long term,
the fierce competition in the electron
iIcs market with its short product
cycles, the company concentrates on
fields of activity in which it has specific
skills and experience. The entire com-
pany continued to be restructured with
this aim in mind. By the end of 1992,
Kontron employed some 600 people.

softlab GmbH fur Systementwick-
lung und EDV-Anwendung, Munich
softlab produces and sells CASE
systems (Computer Aided Software
Engineering) for the computer-aided
development of computer programs,
and carries out major DP projects
(Data Processing). With more than 20
vears of successful activity, the com-
pany has achieved a leading position
in this field. It has belonged to the
BMW Group since the end of August
1992.

softlab is represented by its own
subsidiaries in the major European
markets and in the United States.
There are signs of brisk demand for
the Maestro Il program, introduced in
the year under review. The company
also has a good competitive position
for large projects in communications
and information processing for coms-
panies from industry and trade, and
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for banks, insurance companies and
the public sector.

1992 was determined by the com-
pany's increasing internationalism.
Investments were used mainly to
develop the business activities of the
individual subsidiaries abroad, partic-
ularly in the United States. By the end
0f 1992, the softlab group employed
some 850 people.

Axicon Mobilfunkdienste GmbH,
Munich
Since the opening of the new digital
networks D1 and D2 in Germany in
July 1992, Axicon sells products and
comprehensive services for this new
telecommunications market, in addi-
tion to the previous range for the C
network. Apart from user eguipment,
services include the transmission of
conversations and data, as well as
reservation and secrelarial services.
1992 was marked by the prepara-
tion of the BMW dealers for the new
line of business and the launching of
business activities in the D networks.
Customers gain access to the
network through Axicon's D network
card. The company charges partici-
pants directly for its services. Mobile
telephones and accessories are of-
fered through the BMW authorized
dealers who are important sales part-
ners for the company, as they are also
for equipment for the C network.
Axicon was the first supplierin
Germany to introduce a system of
charges for mobile telephone services
which suits different groups of custom-
ers. This attractive system met with
a very positive response in the market
and served as example for the organi-
zation of charges in the D network.
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The additional services have also set
new standards. For example, Axicon
customers can ring a number world-
wide to gain information, and to book
flights, hotels, restaurants and seats at
evenits.

The company cooperates with other

partners in order to extend its clien-
tele beyond the drivers of BMW cars.
Within the automaobile induslry, these
are Adam Opel AG and Dr.Ing. h. c.

F. Porsche AG, In consumer electronics
Loewe Opta GmbH, and in the mail-
order business Baur Versand. Thus,
from mid-1993 Axicon will have not
only some 800 BEMW dealers, but also
1,000 other sales partners to ensure a
nationwide, comprehensive service for
all its customers. By the end of 1992,
Axicon Mobilfunkdienste GmbH em-
ployed about 100 people.
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Bavaria Wirtschaftsagentur GmbH,
Munich

The company arranges insurance
worldwide for the BMW Group, its
employees and customers, as well as
ior other corporate clients. it helps
BMW companies to determine insur-
ance risks and prevent losses, and
aavises them on all associaled tasks.

The Bavaria Wirtschaftsagentur
also arranges insurance for the Com
pany s car and maotorcycle business.
This is offered to customers by the
financial services business.

Bavaria Insurance Co. Lid. and BL
Reinsurance Co. Lid., both based in
Dublin, lreland, provide insurance and
reinsurance, particularly for the risks
of the BMW Group. Bavaria Insurance
Brokers, established in Dublin in 1892,
arranges international insurance and
provides related services. The Bavaria
Wirtschaftsagentur GmbH holds
almaost a 10026 interest in these three
companies.

Bavaria-Lloyd Reiseburo GmbH,
Munich, in which the Bavaria Wirt-
schaftsagentur holds a 51% interest,
organizes business trips and events
for the BMW Group. It offers these
services and tourist programmes 1o
non-BMW clients,

In 1992, the Bavaria Wirtschafls-
agentur and its subsidiaries again de-
veloped extremely satisfactaorily, They
employed a total of some 90 people.
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Financial services expand

The scope of the financial services of
the BMW Group continued to expand
in the year under review. Within five
years the number of leased products
and loans to customers and dealers
have more than doubled. Total assets
from sales financing amounted to
DM 9.8 billion; their share of the bal-
ance sheet total of the BMW Group
iIncreased to 35.5%.

Despite high growth rates, this field
of business also has sound financial
structures. Own funds cover 13 % of
sales financing business, a far higher
percentage than is required by law.
Refinancing is arranged primarily
through the international capital mar-
ket.

Financial services are managed as
an independent organizational unit
within the BMW Group, with its own

responsibility for marketing and results,

his unit also has the task of consoli-
dating the market position of BMW
cars and motorcycles by providing
attractive services.

1992 saw the worldwide develop-
ment of the network of financial
services. For example, the financing
companies in the Netherlands, Great
Britain and Japan, previously run
jointly with local partners, became
wholly-owned BMW companies. On
January 15t 1993, these were followed
by BMW Financial Services Inc. in the
United States. Thus, BMW has its own
companies offering financial services
in ten countries.

Joint companies and business
relations with local banks exist in four
more markets. In France, the interest
held in the BMW financial and leasing

companies was raised from 51% to
66 Y.
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Leasing contracts

BMW enjoys specific advantages over
rival leasing companies with interna-
tional operations because of the close
cooperation between financing and
sales companies within the BMW
Group. The individual wishes of cus-
tomers ana car dealers can be salisfied
flexibly by a single company, even
across frontiers.

Number of new financing contracts
rose by 13 %

In 1992, 344,000 leasing and loan con-
tracts were concluded for financing
new and used cars and motorecycles;
an increase of 139%. Customer finan-
cing and dealers’ stocks accounted
for half the new contracts each. The
total number of contracts rose by 23 %
to 406,000. The financing volume
amounted to DM 10.5 billion, com-
pared with DM 9 billion in the previous
year,

With 180,000 new contracts, Ger-
many remained BMW’s largest market
for financial services in 1992. In the
seven other European markets with
BMW financing companies, new busi
ness rose to 87,000 contracts, and in
the United States, Japan, South Africa
and Australia a total of some 77,000
new contracts was concluded.

By the end of 1992, BMW’s finan-
clal services employed about 450
people worldwide,
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Design as a Way of Life
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Tomas Maldonado
Milan

Tomas Maldonado, born in Buenos
Alres 1IN 18922, 1954 1967 lecturer at the
Hochschule fur Gestaltung (College of
Design) in Ulm, 1967-1969 President of
the International Council of Societies
of Industrial Design {ICSID), 19761981
editor of the journal Casabella (Milan).
From 1967 he taught at several colleges
and universities, such as the Royal
College of Art (London), Princeton,
Bologna, and Harvard. Since 1981,
FProfessor of Environmental Design at
the Faculty of Architecture, Technical
Univarsity of Milan. In addition to his
publishing activities, Tomas Maldo-
nado works as a designer and indus-
trial consultant.

Professor Tomas Maldonado is a W R B, Rl P e N I
design thearist who sees his thoughts  [EsEs Bl | A " | CSMERICO R

on design in direct relation to the en- [l g - IPERT g o TR
vironment. His ideas date back to the bl il
lime he spent as teacher and rector a e A el < (P P I epy R ——— L
at the world-famous Hochschule fur A . R 1 sl DR G PO
Gestaltung in Ulm. They have contin- 3 T ' O U BN ZREIE-088 T e
ued to develop clearly in his later : i Y Lo T N SAR-MOTA . N
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tual landscape in which we had been
used to seeing ourselves for centuries. , _ |
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being ousted by another 'new land- | _ PR 5 IRt b . £ i
scape’ This has not so much to dowith  JESREE RN USSR Nt i SS DAL RARE § A
the avant-garde as with the growth 46 0 b S G B Rl PR R L g
of technologies which are changing
dramatically the objects that surround
us in aur civilization. | am thinking, in
particular, of microelectronics and
software technology.” f ,
[hese new phenomena are impor- i Y
tant approaches for Tomas Maldona- A |l~ l
do’'s studies on the perception of the illilil{!{pﬂ iotl u”
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What impact do new products have IT ‘Ek*“iﬂ
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life, on communications and our per-
ception of outer reality?

"To quote just one example, one of
the most obvious changes in the field
of electronics is miniaturization. This
does not mean simply the reduction of
an object’s size and the change of its
specific functions.”

Tomas Maldonado points out that
the emergence of an innovative prod-
uct triggers a process of ramification,

material objects are increased Dy NoN-
material processes and services. But
are we justified in thinking that in the
21st century we could be interacting
only with an intangible reality of fading,
illusory images? Such a scenario may
fascinate science fiction writers, but it
is not particularly realistic.”

It is more realistic to come to grips
with so-called “virtual reality” one of
the most fascinating developments in
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multiplication and diversification.
“Where we used to have a single prod-
uct, we now have an entire range’

| don’t just mean segmentation of the
product range due to different ver-
sions, but all the new products and ser-
vices which have developed directly or
Indirectly as a result of the innovative
product.”

Recently, however, Tomas Maldo-
nado has also recorded phenomena
which could counteract the present
trend towards the multiplication of
new products. “There’s a new phe-
nomencn; Even if they differ in perform-
ance, products which have the same
type of function can be combined in a
single system. This prospect and the
parallel development of decisive tech-
nologies have led some people to
Speak of the progressive reduction of
the world's materiality, of the de-mate-
rialization of society as a whole, as

LOWEEERM F

'LIGHT:
SLMEOOF T OPER S
WIHDOWTORER S5+ )

+ Y)FELIR
YEELES
FEI
p TOT T
VITR

the field of computer-produced im-
ages and shaping technigques. "The
virtual realities certainly disrupt our re-
lationship with the three-dimensional
world, and increasingly reduce our
possibilities of experience in the phys-
ical world. However, we cannot forget
that these constructed images are
proauced on the basis of our past and
present experience of this world and
universe. They are excellent shaping
devices — perhaps the most sophisti-
cated ever created — but it would be
wrong to believe they are objects
which can interact independently with
reality. We are not dealing with robots.
By tackling such questions, we shall
be able to judge the extent to which
the designing and planning of prod-
ucts can be of lasting value. In this
respect, previous skills and know-how
do not suffice. It is now equally deci-
sive to acquire skills and know-how of

Tomas
Maldonado
Reale e virtuale
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a new kind. | mean the skills of learn-
ing how to learn and go on learning.
This is necessary because of the very
dynamic structure of the world in
which we live, and the unusual speed
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of change in the field of science and
technology, which, as everyone knows,
greatly influences production and con
sumption alike.”
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Lella Vignelli
New York

Lella Vignelli, born in Udine (Italy),
degree in architecture from the Univer-
sity of Venice. From 1959 at Skidmore,
Owings and Merrill, Chicago, as inte-
rior designer. In 1960, with her husband
Massimo Vignelll, establishment of an
office of design and architecture in
Milan.

1971, establishment of Vignelli
Associates. Lella Vignelli is respon-
sible for product and interior design.
Numerous international awards and
publications, exhibitions, for example,
in New York, Washington, Milan, Mos:
cow and Leningrad.

Lella Vignelli is Italian. For years she
has developed European design in
New York. Her target groups are not
only a wide-ranging American elite,
but also Europeans, who feel inter-
national and think internationally.

She works in a typical New York
building. The offices on the 14th floor
offer a panorama of the skyline of
Manhattan and the Hudson River. The
offices are a true expression of the
Vignelli Associates’ mission. Spacious-
ness and clear forms, combined with
carefully selected details, radiate peace
and simplicity.

Lella and Massimo Vignelli have
worked in the United States since 1985.
“New York is our city’, and New York
bears their mark. They designed the
sign system for the New York subway,
and the well-known shopping bags for
Bloomingdale's and for Saks Fifth Ave-
nue. Their broad range of work includes
books, magazines, calendars, posters,
packaging, furniture, lamps, jewellery,
glass, corporate identity programmes,
exhibitions and complete interiors.

In New York the Vignellis found the
conditions they needed to put their
ideas of design into practice on an
international plane. Variety is a delibe-
rate component of their programme.
“We don’t just make design, we live it,
That it why we don’t specialize. The
success of design as a way of life
depends on its overall harmony, and
that is what we offer.”

Does Lella Vignelli see striking diffe-
rences between European and Ameri-
can design? “Yes, certainly. In Europe,
design 1s an integral part of product
development. Manufacturing technol-
ogies, distribution channels and mar-
kets all play an important role. Thus,
good European design is always de-
veloped In its totality. This explains
why it looks as if it has been made in a
single casting. Here, in the United
States, design is understood more as
pure form. An object’s visible outer
form Is rarely developed integrally with
the content.”

Lella Vignelli also sees national
differences in European design. “The

ltalians are particularly creative in
every field — from fashion to unusual
furniture. Germany is different again.
There, design is geared largely to use.
It is strongly influenced by the tradi-
tional, specifically German, highly-
developed engineering culture. Priority
15 given to quality and function. An
object’s outer form is the logical con-
sequence of its inner qualities.”

From international experience, and
from her work in the field of design
theory, Lella Vignelli also has an exact
idea of Japanese achievements."There
IS nO doubt that Japanese art has
influenced modern aesthetics in gen-
eral. However, the huge leap, let us

say, from the Middle Ages into the
20th Gerwtury and into European cul-
ture which is so completely different,
has interrupted its natural course of
development. Japan’'s imaginative
tradition can rarely be integrated into
consumer goods intended to satisfy
western demand and, therefore, is
rarely reflected in Japanese design.

The Japanese would have to find
a new approach in order to penetrate
western markets with their own
designs.”

Why are the Vignellis so successful
iIn America? Their ltallan/European ori-
gins certainly play a role, as does their
typically European trait of constantly

-

refining the products. "Rationality and
reduction are part of our European
culture. That is why we aren't fashiona-
ble, but we aren’t unmodern either.
This is the only way we can remain
individual. We concentrate on essen-
tials and condense forms to primary
shapes, Because we aren't fashion-
able, our work 1s considered classic
and therefore timeless.”

"As far as | can see,” says LellaVig-
nelli, “in the 1990s, people will attribute
Increasing importance to genuineness
and lasting value. This also applies to
products.”




She designed her office, and most of
the things in it, herself. The atmosphere
she has created for her surroundings
confirms her theory.

“Form and function must form a
single unit in order to be credible. As
representatives of European tradi-
tions, we are used to a certain kind of
harmony in life. No wonder, our envi-
ronment reflects this. The individual
standard you set for your life and work
Is extremely important.”




Rolf Fehlbaum
Basle

Rolf Fehlbaum, born in Basle in 1941,
Studied social sciences, Lic. rer. pol.,
Dr. phil., doctoral thesis on Saint
Simon’s Utopian Socialism. Co-found-
er of an art publishing house. Editor
at a film company. Lecturer at archi-
tects' further training courses. From
1977 manager of the international
furniture company Vitra. From 1983
assembled a collection of furniture,
particularly chairs. Rolf Fehlbaum is

the initiator of the Vitra Design Museum
which opened in 1988.

Several changes have taken place at
Vitra in the last few years. Ecological
awareness deepened, the assimilation
of design experience in the 1980s
resulted in new insights, and the
examination of contemporary archi-
tecture continued as new buildings
were constructed.

"Our architecture in Weill expresses
liberality, complexity and international-
Ism. We do not want a uniform display
of corporate attitudes or even corpo-
rate power, as used to be the norm.
We aimed to create a unique, multi-
layered, vital place”, Rolf Fehlbaum
explained. The factory building by
Nicholas Grimshaw (1980) was the first
of an unusual group of buildings on
the Vitra grounds at Weil. "Our archi-
tecture should express precision and

technicality, corresponding with our
product concept. Our idea, laid down
In an overall plan, was that all future
Vitra architecture should make a high-
tech impression. We broke with our
own line of thinking with the museum
by Frank O. Gehry. The examination of
contemporary architecture continued
with the fire station by Zaha Hadid
and the conference building by Tadao
Ando. We are constructing the latest

factory building with Alvaro Siza. He
sees the exciting co-existence of
Hadid, Grimshaw and Gehry on the
western side of our grounds with great
tranquility and subtlety. Like any com-
pany, we are building because we
need more space. With our choice of
architects, we are trying to make the
Vitra grounds something special.” As a
company, Vitra is committed to plural-
Ism and experimentation not only in
Its architecture, but also in design.
The transition from the design
euphoria of the 1980s to forms that
display a new sobriety, is not yet com-
plete, but the new direction is begin-
ning to be apparent. Rolf Fehlbaum
sees these changes as a reaction to
the design explosion of the last dec-
ade, as annoyance at an excess of
design, and criticism of waste and too
much conspicuousneass. The new
trends are more geared to contents

and functions again. "Design is a pro-
cess that intelligently coordinates con-
tradictory demands and results in a
balanced solution. The additional
value of a product, which is achieved
by outstanding design, does not cost
anything. Design is never luxury.”
Today's design must satisfy economic,
technical, symbolic, ergonomic and
ecological requirements, “When strong
designers and competent manufactur-
ers get together”, says Rolf Fehlbaum,
"the result is often amazingly simple
and elementary.”

Ecological thinking does not ne-
cessarily result in completely different
kinds of products. However, it changes
the design equation. The minimiza-
tion of waste was always part of the
design ethic. Now we can apply new
findings to achieve this aim. The
choice of materials depends on their
durability and recyclability. Designers
aim to use as few difterent materials
as possible. Design solutions which
permit the simple dismantling of the
product at the end of its service life
also change the language of forms.

"It used to be important to assemble
a product in a short time, Today, it is
just as important to be able to dis-
mantle it easily. Questions, such as
whether a product can be repaired,
are of relevance again. Manufacturers
and designers are having to change
their attitudes.”

Rolf Fehlbaum points out that
these findings are not new. “Thirty
years ago pioneers such as Ray and
Charles Eames designed products
that followed very similar criteria and
are, therefore, still relevant today. Their
design was based on the idea of mini-
mizing materials and idealizing clarity
and transparency. Eames’idea is a
strong contrast to the throwaway
mentality. [ he famous aluminium chair
Is not only timelessly beautiful but,
from today's point of view, an extraor-
dinarily ecological product.” Today's
designers think a great deal about
“‘de-materialization”. The question is
how to achieve a specific result with




as low an impact on the environment
as possible. "Our subject is not the
chair, but sitting, not the car, but mo-
bility. The aim 1s not to dispense with
comfort, but to establish a new mate-
rial culture which results in objects
and products with less impact on the
environment.”

At Vitra, new trends should not
result in a new uniformity. The design
trend of the 1980s put an end to this
false uniformity. “There is no such
thing as Vitra style. We create different
products with different designers. Our
strength lies in variety, liveliness and
inspiration. We do not want to impose
the Vitra identity on the user of our
products, but to provide him with in-
struments with which he can express
his own identity.”
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Thomas Krens
New York

Thomas Krens, born in New York in
1946. Studied art history at Williams
College in Williamstown, Massachu-
setts, and at the State University of
New York at Albany. Master’s degree
in art. Then studied at Yale, Master's
degree in public and private manage-
ment. 1972-1980 Assistant Professor
of Art in the Williams College Art
Department. 1990 appointed Director
of Williams College Museum of Art.
Since 1988 Director and Trustee of the
Solomon R. Guggenheim Foundation
and director of the Guggenheim
museums in New York and Venice.
Thomas Krens is an American ari
historian with the international outlook
of a sophisticated manager. The “prod-
ucts” he deals with are 20th century
works of art from numerous countries
worldwide. His market is global, his
base is the Guggenheim Museum in
New York.

He understands the laws of supply
and demand, and he understands 20th
century art-historic phenomenology.
He is familiar with the challenges of
international markets, complete with
their opportunities and risks. First, the
question of supply: “Look at the facts.
The Guggenheim collection consists
of more than 6,000 works of art. It is
therefore one of the largest, most rep-
resentative and most valuable collec
tions of 20th century art in the world.
We have three exhibition locations:
the Solomon R. Guggenheim Museum
on Fifth Avenue and the new Guggen-
heim Museum SoHo in New York, and
the Peggy Guggenheim Collection on
the Grand Canal in Venice. In 1996, we
will open the Guggenheim Museum in
Bilbao, in Spain. Nevertheless, we are
never able to exhibit more that about
three percent of our collection at any
one time. As director of this institution,
| am forced to ask the obvious question:
How can we maximize the museum’s
existing potential?”




Second, Thomas Krens' views on de-
mand; “On the one hand, the status of
Culture has been growing dramatically
for decades. An increasing number of
people feel the need to discover the
Cultural history of our century. On the
other hand, the public has become
nighly discerning. The engagement of
visual culture has expanded enor-
Mously as a result of numerous new
museums and the popularity of spe-

Cial exhibitions. In reality, | find myself
competing for audiences with motor-
racing, golf tournaments, and other
leisure-time activities.”

According to Thomas Krens, the
Guggenheim is in a unigue position to
be successful in the future. "We are the
only museum in the world with a base
on two continents, and soon we will be
located in three countries. One of the
Guggenheim's chief assets is its inter-
national recognition and reputation.
That is a function, in large part, of the
architecture of the Frank Lloyd Wright
building, which represents design and
quality of the highest order. We have
lo take advantage of the situation. We

are carrying on this tradition by work-
ing with some of the finest architecis

practicing today, such as Frank Gehry,
Hans Hollein, and Arata lsozaki.”

The architectural design of a
museum performs the function of pro-
viding the physical space for collect-
ing, protecting, and displaying the
artifacts of 20th century culture. But
the architecture also performs the
larger role of communicating a point of

view, of suggesting that the institution
represents the best in advance think-
ing, a perspective that is future-orien-
ted. "We are, in the early 1990s, at a
crossroads in human development.
The changes that are taking place in
Europe, and in Germany in particular,
are a function of an international point
of view that transcends traditional
nationalistic tendencies. This is some-
thing really new. The seeds of a univer-
sal design idea, that were planted in
the early part of the century by the Con-
structivist and Bauhaus movements,
are bearing fruit, as we approach a
new century, in ways that could hardly
have been imagined even a decade
ago. In many ways, the architecture of
the Guggenheim — present and future
— is a symbol of this kind of thinking.”

Thomas Krens says this does not
mean that the national character is to
be subordinate to an international

ideal, but rather that national character
can be expressed in an international
cantext.

The Guggenheim in the future will
be defined by three elements: its inter-
national collections, its architecture,
and its international staff. "People like
Carmen Gimeénez from Spain, Ger-
mano Celant from [taly, and Mark
Rosenthal and Diane Waldman from
the United States guarantee the

museum’s unique position as the
‘American museum with a European
face.’

We want to expand on that con-
cept, to emphasize elegant design in
all aspects of our operations, and
finally come to be known as the inter-
national museum with a perspective
on the future.”
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BMW Design Team
Munich

The BMW Design Team for cars works
in Munich in the ultramodern Research
and Engineering Centre of BMW AG.
The team of some 150 employees —
designers, modellers and studio engi-
neers — IS a manageable and, there-
fore, efficient size. The designers, in
particular, form an international team
which is nevertheless inspired by the
‘genius loci’. All series-produced cars
have long been BMW designs which

have won numerous prizes. The BMW
7 Series and the new 3 Series saloons
pboth received the Car Design Award

of Turin and Piedmont, doubtlessly the
most important design prize of its kind.

BMW cars have always had an un-
mistakable individualistic style which
makes them stand out. As a result,

the public has a clear image of

the marque with its long tradition.
Harmony is of fundamental impor-
tance; the clarity of form being in
keeping with the clarity of engineering.
Technology and design must interact
to satisfy man's needs.

Specific aims are set for design,
just as they are for technology. Basic-
ally, as a consumer durable, the car
must have a sensible, functionally cor-
rect design. A balance must be struck
between a large number of different
demands, many of which depend on

one another, while others conflict with
one another. The combination of
these factors demonstrates that the
famous formula "form follows func-
tion" does not result in sober uniform-
ity. Nature provides us with endless
examples of expediently useful forms.
According to our understanding of
design, harmony of form and function
should be “logically beautiful”.
Rationality must be joined by intuition

in order to represent the special char-
acteristics of the margue of BMW.

We include, among these charac-
teristics, "fascinating beauty” in an
unobstrusive, discreet appearance
which is subordinate to a person’s
individuality.

Another characteristic which is
essential to the margue’s very being
1S "sheer driving pleasure” in a combi-
nation of excellent performance,




sporting competitiveness, and power-
ful yet effortless mobility,

A review of the long history of BMWY
car design reveals continuity. The es-
sential characteristics were apparent
from the start, and have continued to
apply despite the many changes in
technology and Zeitgeist. This explains
the feeling of belonging together; the
clear relationship of the various models.
A comparison shows both a common




and individual language of forms as
an exprassion of a particular stylistic
intention.

The style's evolution over the years
was always the logical development of
whnal already existed, of what had been
found good and right. The same will
apply to future design work. Existing
designs will be developed to create
new ones that follow in the BMW tra-
dition.

parts, This principle applies analo-
gously to technical design. The con-
densation to essentials, dispensing
with short-lived fashion gimmicks,
results in a design of lasting validity.
This is exactly what we admire about
our old-timers.

When designing car interiors, man
Is “the measure of all things”. Anthro-
pometric considerations, ergonomic
rules, experience of perception psy-

chology have to be taken into account
from the start, while annoying formal
ism and nonsensical ornamentation
must be excluded.

The design of the cockpit in BMW
cars nas iong peen acknowledged as
exemplary. Here too, new develop-
ments are based on the existing, valid
overall concept. At the same time, the
latest technical innovations have to be
integrated in a user-friendly way.

Every new design calls into question
the designs that have been "handed
down’”, that give the margue Iits
distinctive appearance. All the well
known tormal details have to be
examined to see whether they are to
be maintained, modified, or given up
and replaced by something new.

An abundance of subtle yet funda-
mentally decisive stylistic means con-
tribute even more strongly to the char-
acteristic design than the individual
details of form. These are the propor-
tions as a whole and of the individual
parts; the special contours of the body;
the way the different surfaces meet, or
how lines begin, are drawn, and taper
out along the car — and more besides.

If a design is to be successful, both
the details and the overall form must
mature, and constantly be reconsid-
ered, until there is harmony between
the form as a wnole and its individual

-------




almost Mediterranean joie de vivre
and a clear sense of form.

The worldwide acceptance of
BMW cars is also due to their design
guality which stands out from the glo-
bal average design and attempted imi
tations. Our task will continue to be
the preservation of those characteris-
tics which make BMW a unique and
fascinating margue.

Basically, design is geared to the user's
physical and emotional needs. It must
also take account of growing ecologi-
cal awareness in the choice, use and
recycling potential of the materia

No one can fail to notice the "omni-
presence” of the car. Years of produc-
tion of successful models in large
guantities oblige designers to assume
responsibility for the harmonious inte-
gration of an aesthetically convincing
product into the environment, whether
this be natural or urban. Thus, design
makes a major contribution to con
tempaorary culture.

BMW design demonstrates a clearly
defined point of view as regards its
cultural context, Seen against a Euro-
pean background, EMW design is not
only distinctly German, but also typica
of Munich, a city whose southern loca-
tion and cultural and historical devel-
opment have endowed it with an
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BMW in the United States

US investment strengthens BMW’s
position in the world market

BMW of North America has sold BMW
products in the United States since
1975. The Company thus tapped a
highly-developed market which now
has some 250 million people. At that
time BMW had already an individual
range of compact, high-performance

quality cars for the top market segment.

Success and experience in the
United States were essential prerequi-
sites for the Company’s further expan-
sion in the world markets. In direct
competition with all the leading car
makers, BMVW has constantly devel-

oped its international competitiveness.

The radical changes in the Ameri-
can automobile market, and far fiercer
price competition, make it increasingly
difficult to maintain the position
achieved in the US market from the
industrial base of Germany. It is no
longer possible to absorb the effects of
the low exchange rate of the dollar,
and the extremely high increase in pro-
duction costs, merely by stepping up
productivity in Germany. Therefore,
BMW decided to build an automobile
plantin the United States. The decision
in favour of Spartanburg, South
Carolina, was announced mid-1992.

This investment will strengthen de-
cisively the Company’s links with the
market, society and culture of North
America. Cost structures can be bet-
ter adapted to competitive conditions.
Thus, future sales opportunities can
also be safeguarded.

The American car market: The
pacesetter for mass motorization
The carwas invented in Germany, but
mass motorization first took off in the
United States. With a distance of more
than 4,500 kilometres (the best part of
3,000 miles) between New York and
san Francisco, and half the population
living in the country, the car was des-
tined to meet the American need for
mobility at the turn of the century.

In 1909, Henry Ford, with his
Model T, had the right range. With the
Invention of the assembly line, he suc-
ceeded in turning the car — once a
luxury for a few — into a consumer
article for many. In the years following
the second world war, the car became
indispensable for commuting between
home in the suburbs and work in the
city centres. Individual mobility also
became increasingly important for trav-
elling long distances in the United
States.

By 1949 car output had doubled,
compared with the pre-war level, to 5.1
million units, and it was to double once
again by the time it peaked in 1973.

Since then, registrations average
10 million new cars a year in the United
States. However, the market share of
the traditional American manufacturers
declined from 85% to slightly more
than 60 %.
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BMW in the United States

The American automobile industry:
Characterized by the domestic
market

Traditionally, the United States has
been an open market. However, com-
prehensive regulations for vehicle
safety and exhaust emission control
have been in effect since the 1970s.

The first foreign cars came from
Great Britain at the beginning of the
1950s. In the 1960s Volkswagen, in par-
ticular, and other European manufac-
turers accounted for rising imports. In
total, they increased to mare than one
million units a year.

In those days it was easy to de-
scribe the American automobile indus-
try: General Motors, Ford and Chrysler,
the Big Three, and American Motors
evolved from a large number of com-
panies and makes existing at various
times in the 20th century.

At the height of the automobile
cycle of the 1970s, the American auto-
motive industry was one of the [argest
private employers in the United States,
with more than 1.2 million employees.

The domestic market was so large
that the manufacturers were not
dependent on exports. Fewer than
100,000 cars or only 1% of annual out-
put left the North American continent.
As a result, the model range and pro-
duction methods were geared ex-
clusively to the requirements of the
damestic market.

Structural change due to new
competitors
At the beginning of the 1970s, Japa-
nese manufacturers began to gain a
foothold in the American market with
small and economical automaobiles.
Despite numerous cooperative proj-
ects with the new competitors, jobs
at the US manufacturers were soon
at risk. Therefore, in 1981 the federal
government reached an agreement
with Japan which initially limited im-
ports of Japanese cars to the United
States to 1.68 million units a year.

However, the import restrictions
did not prevent a deep-seated struc-
tural crisis in the American car indus-
try. In their new production plants in
the United States, known as trans-
plants, Japanese manufacturers
achieved a level of productivity and
quality which, at first, was far higher
than at the existing plants of US
manufacturers. As a result, price com-
petition also became fiercer in the
top segment of the car market,

1he changes in market and com-
petitive conditions have left deep scars
on the three major domestic manufac-
turers. Some fields of production, and
even entire plants had to close, the
number of employees halved,

However, the inevitable change
has markedly increased the competi-
tiveness of the American car manu-
facturers and suppliers. Today, modern
factories are turning out up-to-date
and economical cars with American
brand names.
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BMW of North America: BMW’s
most important sales company

IN 1975, its first year of business, BMW
of North America Inc. sold about
14,000 cars through 285 authorized
dealers in the United States. Today,
some 350 independent dealers have
direct contacts with customers
throughout the country. In 1992, they
sold 65,700 cars under far more diffi-
cult conditions.

The company has its headquarters
at Woodcliff Lake in New Jersey, a
small town about 50 kilometres north
of New York city. The dealer organiza-
tion is served by four regional offices,
each with their own training facilities.
After arriving by sea, BMW cars are
prepared for delivery to the customers
at the company’s own vehicle prepa-
ration centres.

Parts centres in New Jersey and
California supply Genuine BMW Parts
and Accessories. They provide the
authorized dealers with parts and ac-
cessories for the current model range.
Parts for earlier models are supplied
directly from the BMW Central Stock
of Parts in Dingolfing.

BMW in the US market: The chal-
lenge is accepted

In the United States, BMW offers cars
in the luxury performance segment. In
1992, this comprised some 1.1 million
new cars. This market has changed
considerably since demand last peaked
in 1986.

Since then, the American car mar-
ket has been on the decline. Rising
budget deficits and external imbal-
ances, particularly due to the car busi-
ness with Japan, put a strain on the
American economy. The US dollar lost
about half its value against the D-mark.




This development accelerated the
change in the behaviour of purchasers
who now turned increasingly to eco-
nomical models or postponed their
purchases. At the same time, new
competitors tried to penetrate the top
market segment.

Furthermore, a special tax was in-
troduced in January 1991: Customers
have to pay a ten percent luxury tax
on the amount of the car price exceed-
ing 30,000 US dollars. More than
90% of these taxes are paid by the
purchasers of European and particu-
larly of German cars.

As a result, European manufactur-
ers in the top segment sold only
260,000 automobiles last year, 50%
fewer than in the mid-1980s.

BMW faced the changing market
conditions by developing and improv-
ing its sales and dealer organization,
and by considerably enlarging and
upgrading the range of models of-
fered for sale in the United States. In
addition, the structure of the company
has been changed to enable it to meet
the demands of customers and deal-
ers more quickly and precisely.

In 1992 these measures brought a
turnaround in the business trend.
After declining for several years, BMW
sales grew by 23 % to 65,700 units.

Initiatives to improve environmental
protection

In addition to the sale of BMW cars
and motorcycles, BMW has also begun
taking steps towards reprocessing
scrapped cars. In 1992, the Company
opened three recycling plants. At
these facilities, the dismantling and re-
cycling technigues developed during
pilot projects at the Landshut plant
will be transferred to the American
market.

In the United States, this initiative
IS seen as a particularly successful
example of trendsetting environmental
protection. In September, this initiative
was honoured by the National Recy-
cling Coalition Inc. with the "1992 Best
Recycling Innovation Award”,

BMW runs its own exhaust emis-
sions laboratory in Los Angeles. Com-
prehensive vehicle tests are also in-
dispensable because of the climatic
conditions and specific driving habits
in the United States.

In order to prepare for the planned
tightening of the laws on exhaust
emissions, BMW presented a study of
an electric-powered car, the E2. This
vehicle was designed specifically for
American driving habits and condi-
tions. Its technology is being tested
jointly with an American development
partner, Unigue Mobility Inc. of Denver,
Colorado.

Furthermore, BMW holds an in-
terest in Designworks Inc. in California,
a company in the field of automobile
and industrial design. Thus, BMW is
able, at an early stage, to assimilate
trends in automobile technology and
design in the United States.

New BMW car plant under con-
struction

With the decision to build its own car
plant, BMW has taken the next step
towards strengthening its market po-
sition in the United States. As a result
of long-standing cooperation with
Armerican suppliers, BMW is in an ex-
cellent position to be able to purchase
high-quality components at economi-
cal prices for production at the new
US plant.

During its search for a new indus-
trial base, BMW examined about 250
possible locations over a period of
three years. The main criteria were the
avalilability of suitable employees and
a favourable infrastructure in order to
integrate the new plant into the BMW
system of linked plants.

Ultimately, Spartanburg, South
Carolina satisfied the requirements best.
There, in autumn 1992, BMW began
the construction of its own plant. It will
supply both the US and more than 100
other world markets with BMW cars.

The new plant is scheduled to pro-
duce up to 400 cars a day, beginning in
late 1995. Numerous suppliers are ex-
pected to settle in the plant’s vincinity.

With a new plant and the widest
model range in the top market seg-
ment, the Company is prepared for the
future challenges of the US market.
The changes in economy and society,
that began in 1992, offer new oppor-
tunities for the sale of BMW cars and
motorcycles which, in a special way,
combine tradition with trendsetting
technology and great advantages for
the customer.
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BMW Motorcycles with Flat Twin
Engines

From a means of transport to sheer
riding pleasure

At the beginning of the 1920s, with the
beginning of the great pioneer flights,
the motorcycle, in particular, fulfilled
the popular wish for mobility in Europe.
Since then, BIMW has contributed to
the development of the motorcycle
with its own concepts and technolo-
gies. The motorcycle has developed
from a basic means of transport in its
early years to a many-sided vehicle for
everyday use and leisure-time.

Since motorcycles do not take up
much space and have low emissions,
they have gained a special significance
in large cities. This is likely to increase
in future traffic systems.

So far, BEMW has manufactured
more than one million motorcycles and
delivered them all over the world.
About 650,000 had flat twin engines.
Every second BMW machine ever
made is still in operation.

An aeronautical engineer devel-
oped the first BMW motorcycle
After the Company was foundead in
1916, BMW first made a name for itself
with aircraft engines. Soon afterwards,
Germany was forbidden by the Treaty
of Versailles from manufacturing
aircraft and aircraft engines. Thus,
BMW turned to another technical
product: the motorcycle.

Max Friz, the company's aeronau-
tical engineer, designed a motorcycle
whose basic concept still determines
the character of BMW motorcycles
with flat twin engines to this day. He
was the first to install the flat twin en-
gine that already existed, the M2 B15,
in a closed double tube frame, at right
angles to the direction of travel.

As a result, the cylinders ware opti-
mally air-cooled, and major compo-
nents were easily accessible. In addi-

tion, the engine power can be trans-
mitted from the crankshatft in the direc-
tion of travel via gearbox and cardan
shaft without power-reducing deflec-
tion to the rear wheel. The low centre
of gravity gives the motorcycle excel-
lent road-holding.

The BMW motorcycle had its prem-
lere at the Paris Salon in 1923, The
machine presented, the R 32, weighed
120 kg and, with its 8.5 bhp, could trav-
el at 95 kph. The simple structure, sen-
sible arrangement and organic form
aroused even greater enthusiasm than
the technical aata.

There was so much competition in
Germany, Great Britain and Italy that
the company had to achieve racing
victories in order to score a market
success.

Convincing performance of BMW
motorcycles on the world’s race-
tracks

Series development, trials and racing
went hand in hand during the first
decades of motorization. For example
Rudolf Schieicher, a leading BMW
engineer, gained the first victory with a
BMW motorcycle in February 1924 in
the ADAC winter race in Garmisch-
Partenkirchen.

Instead of the side control used
previously, Schleicher had developed,
for the race, one of the first aluminium
cylinder heads with overhead valves.
This so-called OHV principle has be-
come established in engine construc-
tion. Another milestone in motorcycle
development was the first hydraulically
damped front fork for the BMW R12 in
1935,




With technical innovations of this kind,
sSchorsch Meier achieved one of the
great BMW racing successes in 1939.
He was the first foreigner to win the
legendary Tourist Trophy on the Isle of
Man, beating the hitherto dominant
British works riders, on a super-
charged BMW machine of 500 cc. Two
years earlier Ernst Henne had already
ridden a BMW motorcycle fitted with a
fairing at a speed of 279.5 kph on the
motorway from Frankfurt to Darmstadt.
This was to be the world record for

14 years.

New start: With motorcycles again
During reconstruction at the beginning
of the 1950s, motorcycles formed the
company's core business, as they had
done 30 years earlier. In 1951, as many
as 25,000 machines were produced.

IN 1955, with the first fully-sprung run-
ning gear for the R50, BMW again set
new standards for riding safety and
comftort.

In racing, BMW motorcycles were
particularly successful in sidecar
events, For example, from 1954 BMW
RS machines won the world champion-
ships 20 times in succession in this
discipline, a success that has not been
repeated in motor sport to this day.

BMW continued to stand for big
machines even after the markets
changed

The motorcycle markets underwent
fundamental change in the 1960s. The
car had long become the maost impor-
tant means of transport. The young
generation, in the United States in par-
ticular, began to discover the motor-
Cycle as an expression of personal
freedom. Japanese manufacturers
crowded onto the world market with a
large number of different motorcycle
concepits.

This development peaked in 1981 when
1.65 million new motorcycles were sold
worldwide, 90% of them were Japa-
nese, A large part of the traditional
European motorcycle industry, and
British manufacturers in particular, had
disappeared from the market,

Even in difficult times, BMW motor-
cycles had held their ground because
of thelr individual character and high
quality. Since introduction of the
/5 Series in 1969 all BMW motorecycles
have been produced in Berlin. Motor-
cycle development and marketing
remained in Munich.

With the first full fairing for series-
production developed in a wind tun-
nel, the R100RS of 1976 became the
synonym for motorcycles that harmo-
niously combine sporting with touring
requirements. IN 1980, with the RBOG/S,
BMW established a completely new
market segment, that of large Enduro
motorcycles. These machines, suitable
for both cross-country and on-road
touring, still account for a considera-
ble proportion of the BMW motor-
cycles with flat twin engines.

In long-distance rallies, BMW
Enduro machines impressively proved
their superiority. The sporting high-
lights were four victories between 1981
and 1985 in the motorcycle classifica-
tion of the Paris-Dakar Rally, the most
challenging race of its kind.

With this new concept, and the
models of the K Series with modern
3- and 4-cylinder in-line engines, intro-
duced from 1983, BMW consolidated
its sales of motorcycles in the 1980s at
an average of 30,000 a year, During
the same period, the world market de-
clined by half to about 800,000 units,

Motorcycling renaissance

Demand for motorcycles began to pick
up again at the beginning of the 1990s.
Increasing numbers of people who
rode motorcycles in their youth are
now riding again. More women are also
discovering the experience of motor-
cycling.

With new technologies, BMW has
contributed substantially to improving
the safety and environmental compat-
ibility of motorcycling. For example,
BMW was the first manufacturer to
offer motorcycles with an electronically
controlled anti-lock braking system
and a controlled catalytic converter.

In the last few years, the growing
wish for a real riding experience, and
changed attituaes to motorcycling,
have boosted demand for classic
machines.

The new generation of BMW motor-
cycles with flat twin engines: Same
principle, but newly-developed
At the beginning of 1993, the first model
of a new generation of BMW motor-
cycles with flat twin engines was pre-
sented: the RNNO0ORS. The new motor-
cycle is based on the technical con-
cept which has been a success for
70 years. Thus, the well-known advan-
tages, such as reliability, service-friend-
liness and retention of value still apply.
At the same time, the new motor-
cycle with a flat twin engine represents
the state of the art as regards i1s drive
and running gear. With this model,
one of the oldest and most successful
concepts in motorcycling construc-
tion has set off into a promising future.
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Flexible Management and
Organization Structures

Adjustment of the Company’s
structure: A never-ending task
BMW's development is characterized
Dy Its ability to adjust guickly to chang-
INg conditions. In addition, the Com-
pany has initiated, and enforced, im-
portant developments in automobile
construction and in its economic and
social environment.

In the early 1980s, BMW had begun
already to reverse the process of in-
creasing division of labour in the divi-
sions of the Company and to stream-
line the management structure. Instead
of making improvements anly to se-
quences in certain fields, the Company
aimed to organize efficiently the devel-
opment, production and marketing
processes In their totality.

Extensive fields of responsibility
were established. Project teams with
overlapping functions guarantee the
close cooperation of all concerned.

In the course of the further develop-
ment of organization, the Company’s
entire output, including its internal ser-
vices, was exposed increasingly to
outside competition.

Quantum leap by BMW Research
and Engineering Centre

BMW began early to create the organi-
zational conditions and facilities for
project-related cooperation in the
Company. The BMW Research and
Engineering Centre in Munich repre-
sents a milestone on this road.

When designing the Centre, the
scope and type of cooperation of all
employees involved in development,
production planning and purchasing,
were, for the first time, taken into ac-
count. The first development groups
began work there in 1986. Today, more
than 5,000 employees work at the
Centre.

G

Workplaces are no longer arranged
according to traditional functions but
according to projects. Development
and planning procedures which used
to be carried out consecutively in diffe-
rent divisions, are now parallel to one
another and, therefore, are quicker
and more efficient.

short distances between the em-
ployees of a working group, and
between offices, laborataories and work-
shops, encourage cooperation. Com-
ponents can be made from drawings at
short notice and then tested on vehicles.

Integration of functions in pro-
duction

In the mid-1980s, BMW began to abol-
ish the division of labour that hitherto
had prevailed in the plants. Mainte-
nance, material supply and guality con-
trol tasks were assigned to production
groups.

Groups of up to 80 employees un-
der a master craftsman were replaced
by manageable production teams
of 20 to 30 employees who carry out
all the work in clearly defined stages
of production.

More independence and responsi-
bility in all divisions reduced hierar-
chies at the plants. Today, instead of
six, there are only three management
layers between the plant manager and
the shop floor.

The introduction of new forms of
work was accompanied, from the start,
by BMW's so-called "Lernstatt” pro-
gramme. Employees discuss, in small
groups, sequences and working con-
ditions within their field of production,
and initiate improvements. The decen-
tralized organization of the Company’s
proposal scheme supports efforts to
include employees more in the organi-
zation of work sequences. It also
ensures that valid proposals are put
INtQ practice as soon as possible.




Group work makes progress

In another stage of development,
employees organize the sequences
and distribution of tasks in their own
division. This greatly increased the
employees’ scope of work.

IN 1992, this form of group work
was tested by 3,500 employees in 22
pilot projects. This method of work is
10 be applied wherever economically
efficient.

This happens in stages because
the employees have to be prepared,
with intensive further training, for the
extended scope of work and the new
lype of cooperation.

At the BMW engine plant in Steyr,
production switched entirely to group
work at the beginning of 1992, At
the same time, a programme for the
continuous improvement of work
sequences began there. Such pro-
grammes have also been introduced
at other plants. As a result, the pro-

ductivity of the highly efficient produc-

tion lines at Steyr was increased by
up to 20%.

Company divisions exposed
increasingly to competition

At the end of the 1980s, some parts of
the Company were amalgamated in
cost and profit centres in order 1o
improve the cost structure. Wherever
expedient, the large structures at
different locations, that have evolved
with the Company's growth, are
grouped into largely independent
organizational units and made respon-
sible for their own results.

Al the end of 1992, eight such fields
were arranged in organizational units.
They included engine production,
tool construction, the foundry and
plastics processing. The products and
services of these units compete with
those of other suppliers. At the same
time, they can offer their services to
non-BMW customers. The organiza-
tional unit responsible for buildings
and energy technology will be run as
Betek Bau- und Energietechnik
GmbH from January 1993.

Optimization of the scope and
scale of production, new quality of
relations with suppliers

In the course of structural change, the
Company's output is constantly as-
sessed and, where necessary, replaced
by outside purchases. This develop-
ment is reflected by the steady reduc-
tion of the scope and scale of produc-
tion at BMW. However, production
ranges and components of special im-
portance for the competitive position
of BMW products are increasingly
developed and produced by the Com-
pany.

As internal structures changs, co-
operation with suppliers is also being
arranged more efficiently, They in-
creasingly prepare and produce entire
components, and guarantee their
function, quality and timely delivery.

System suppliers are integrated, at
an early stage, into the Company’s
development, planning and produc-
tion processes. The efficiency of the
entire value-added chain is thus
greatly enhanced.

The parallel development of prod-
ucts and production facilities, in
accordance with the principles of sim-
ultaneous engineering, 1 becoming
increasingly important. Numerous
projects are carried out in this way
with the manufacturers of plant and
machinery. Since 1991 suppliers’ em-
ployees can also take part in spe-
cial events of the BMW training pro-

gramme.
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Flexible Management and
Organization Structures

Regional sales structure
Comprehensive programmes were
also carried out to increase efficiency
in other areas of the Company. Far
example, marketing in Europe, Amer-
iIca and Southeast Asia was organized
supraregionally in order to make
better use of the larger economic
areas that are emerging.

In Europe, a network of car and
parts centres has developed in the
last few years In order to supply mar-
kets rapidly across former national
frontiers. BMW began early to create
the conditions that enable it to take
full advantage of the single European
market.

Cooperation with the BMW author-
ized dealers was also reorganized.
Every BMW dealer received a special
partner to contact on matters of over-
riding importance to the Company.

By streamlining the sales organiza-
tion, the Company dispensed with two
layers of management in Germany in
the year under review. Since then, there
are now only three levels between the
management of the sales division at
BMW AG and the German dealers.

Personal mobility encouraged
Since the markets are exposed to
Increasingly rapid change, employees
are, more frequently, having to take the
Initiative and assume responsibility in
order to make flexible use of market
opportunities and satisfy customer
wishes quickly and fully. The ability to
take up new developments in the mar-
ket and the social environment, and to
integrate them into the Company, is
becoming increasingly important.

Each year BMW invests some DM 200
million in the initial training, upgrading
and further education of employees;
both of the Company and of the dealer
organization. Upgrading and further
education include new methods of
work to improve development, pro-
duction and marketing processes. The
programmes also prepare employees
and management for changes in the
social environment and for efficient
cooperation,

Flexible BMW management
structure
BMW has improved the management
structure, in several stages, in order to
encourage initiative, orientation 1o
results, and individual responsibility,
and to be able to employ staff in line
with the Company’s dynamic develop-
ment.

As aresult of reorganization in 1992,
It was possible to employ executive
staff extremely flexibly at different
levels. This also facilitates the forma-
tion and improvement of project work.

In future, BMW will direct all its ef-
forts to promaoting the knowledge and
skills of its employees and to using
them in the Company. Only the com-
mitment of all employees, and their
ability to develop contemporary attrac-
tive products and services, will ensure
the Company’s future market success.
Structural changes in the working en-
vironment and organization, and the
Company's intensive work in the field
of training and education serve this
VEry purpose.
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Consolidated Financial Statements Consolidated Balan ce Sheet
at December 31st 1992

in DM million
Assets Notes J1:12.1862 31.12.18991
| DM million DM million
| Intangibleassets | (1) 196 33
Tangible fixed assels | _ 6469 6632
Financial assets | ( 2) - 8.8 183
| Fixed Assets e e R — Y e _ 6,834 6,748
| s [ " 3140 2,508
Leased produots _ .
Receivabies from saies financing - - - - - 3,531 4,663
Assels from sales financing - - R 9,764 8,077
Trade receivables { 5) 1,832 1,760
Other receivables and miscellaneous assets | { 5) 988 1043
Marketable securities and notes i _ ( 6) - 2408 2293
Liquid funds ) - B - - (i) 2,187 2,086
| Current Assets g _ 20,319 18,257
| I?repgid Expenses and Deferred Taxes - [ 8) - @ 351 __4_{]{?
| - __ e ___ ___ __ N ¥ __ - _._ e P f 27,504 25,405
| Shareholders’ Equity and Liabilities Notes 31.12.1992 31.12. 1981
DM million DM million
' _SI.J”D_SE:FIIII_Z}:EC.[ &:_api_ta]' Sila AR B B - {_'9'] i - _P-_ - _ B 899 _89{3
| Capital reserve (9 817 796
‘ Profil reserves (10) 4,685 4,378
| Net income available for distribution | _ 226 225
‘ Investment of other shareholders - - . PN e .o . HF
| Shareholders’ Equity | (12) | _ 6,718 6,392
' Registered Dividend Right Certificates ] 101 103
| Pension fund pf{}viaioﬂa - o - B - _1_,?99 1,442
| o - . - . e T Ao
.- Other provisions | 5,671 5,360
! Provisions B - (13) 7,270 6,802
| Bonds __ - - 1,670 1,424
‘ Due to banks _ = - = == . = = 538 1,022
Trade payables _ 1679 1683
i Other liabilities | 1,033 896
| Liabilities - (14) 4,820 4,975
| < = S T i
Liabilities from sales financing 6,692 5,763
: Deferred income from leasing financing - B 1,806 1,279
I
| —— e _—
Liabilities from Sales Financing (15) — = 8,497 = 7,042
Deferred Income | | 98 ot

5 = e e & T —

78 | | | ' - 27,504 25,405




Consolidated Statement of Income

for the 1992 business year
in DM million

Notes 1892 1991
DM miillicn DM million

Net Sales (16) 31,241 29,839
Increase in product inventories B
and other company-produced additions = _ -
to tangible fixed assets : (17) B 1,430 738
Total Value of Production 32,671 30,577
_aﬂlpiqﬁfﬂihg income (18) 1__59 1,169
Eﬁr@_nm}{? on materials (19) _ 18,542 17,427
Expenditure on personnel B (20) — 6,387 5,823
Depreciation on intangible assets - :
and on fixed assets (21) 1827 1,805
Other operating expenditure (22) 5,787 5028
|[]Ef;_*.-r‘_r_§_r-_f f|'Qr11'inuESTm_ent in subsidiaries ana . )
associated companies By (23) " 4 .
Interest income _ ¥y i (24) 36 327
Interest expenditure from leasing financing 129) 306 243
illT:Li!-'r']{_Tf"r:'ﬂlTl normal business 1,477 1,752
IE:{E&;‘_QH income and profits : E..Eu} B08 781
Other taxes 143 188
Year’s Net Income ' 27) 726 783

ia




Consolidated Financial Statements

Notes

Development of Intangible, Tangible Fixed and Financial Assets of the Group

Acquisition and Manufacturing Cost

1.1.19921] Additions Transfers Retirements 31.12.1992
DM million DM miillion DM million D million O million
Intangible Assets 122 267 I -
Real f:esia’[e_._ﬂm_waient rights and buildings, - _ - _ B B - ) _ __
including buildings on land not owned - - 4,024 220 ) 51 43 4,752 )
Technical plants and machinery 12,077 802 e @2t i1
Other plants, fixtures, furniture and | - _ __ __ - ) _ ) - -
office equipment 1807 a7z 16 185 1,955 v
Advance payments and construction in progress 262 369 =2 18 421 e
e e _-""ﬁ-_-
Fixed assets B i B 18,670 B 1,?_=DB B ) L= B 473 _19,’5_!{35 B :
investment in subsidiaries ] 13 - 48 38
Loansto subsidiares ¥ A V¥V E N SSR  We 43 '
Investment in associated companies - 38 - 7 B - Y 208 |
Investment ) - 46 | ) = - 47
Loans to companies in which an interestisheld 2 6 - 12 18
Marketable securities in financialassets 7 3 . - 10
_BtiwL%rEans_ | B B - _de ) | #* ) | _ B - o 8 ] 18 _
E - — e = e
Financial Assets 205 80 = 93 192 -
i " - = — = == e —-'-..'J_-
Intangible, Tangible Fixed and Financial Assets 18,997 - 2,055 ] B = 578 20,474 _

N including amounts carried forward of
companies consolidated for the first time

a0




Depreciation

Book Values

1.1.18927 Current year Transfers Retirements 31.12.1992 51.12.1992 31.12.1991
DM million DM million DM million DM milhon DM million DM million DM millicn
_ 89 104 - 12 181 196 33
1810 130 14 v 1,727 3015 2914
82 B - 14 28F 102090 2,525 2,856
s T 1307 321 = e 1,447 ~ 508 500
o - = - = = T 4o 565
; r
- 12,138 1,723 - - 425 13,436 6,469 6,532
Ak W E i — B
Il EE B A = =4 YA W
- AE EA N R Em N : —m
20 ~ - - = 20 o 27 26
- El . - N T e 18 B 24
- s = = - = = 10 f
. 2 = 1 = B e - 15, 1
———— —— .
22 B - - - ~ 23 169 183
i e - g
12,249 1,828 - 437 13,640 6,834 6,748

61
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Consolidated Financial Statements

Notes

Principles

Consolidated Companies

The consolidated companies com-
prise BMW AG, 17 subsidiaries in the
Federal Republic and 32 subsidiaries
abroad.

For the first time, softlab GmbH fir
Systementwicklung und EDV-Anwen-
dung, Munich, and BMW Sverige AB,
Stockholm, are included in the con-
solidated financial statements. Five
subsidiaries are no longer included
among the consolidated companies.

Two subsidiaries in the Federal
Republic and two subsidiaries abroad
are not included in accordance with
Section 296 Para.1 No.2 HGB (Com-
mercial Code). They are valued using
the equity method. Ten subsidiaries in
the Federal Republic and 45 subsidia-
ries abroad are not included because
of their small significance to the
Group's financial and income posi-
tion. The non-inclusion of these sub-
sidiaries makes a difference to group
sales of about 1%6.

12 associated companies are not
included in the consolidated financial
statements because of their small
significance to the Group's financial
and income position. These asso-
clated companies are shown under
investments at acquisition cost, less
depreciation where applicable.

A list of the investments held by
the BMW Group is deposited with the
Commercial Register of the Munich
Local Court (HRB 42243).

Principles of Consolidation

The capital is consolidated according
to the book value method by offset-
ting the acquisition cost with the group
share in the shareholders' equity of
the consolidated subsidiaries at the

time of purchase or initial consolidation.

The resultant difference on the assets
side is offset against profit reserves.

The same principles of consolida-
tion are applied for the associated
companies that are valued according
to the equity method.

Receivables, liabilities, provisions,
expenditure, income and earnings
between group companies are elimi-
nated.

Currency Conversion
Receivables and liabilities denomina-
ted in a foreign currency are valued

at the buying rate in the individual
financial statements of BMW AG and
the subsidiaries. Exchange losses on
the balance sheet date are taken into
account. If the exchange rate for
receivables and liabilities denomina-
ted in a foreign currency at subsid-
ilaries abroad is covered by forward
exchange contracts, valuation is at the
respective covered rate.

The intangible, tangible fixed and
financial assets arising from the finan-
cial statements of subsidiaries, pre-
pared in foreign currencies, are valued
with historical exchange rates in the
consolidated financial statements.
Other balance sheet items are con-
verted into D-marks at the exchange
rate on the balance sheet date.

Like the intangible, tangible fixed
and financial assets, depreciation and
write-ups are converted at historical
exchange rates, the other expenditure
and income items at the year's ave-
rage exchange rate. The year's income
is converted at the exchange rate on
the balance sheet date.

Currency differences arising from
the conversion of balance sheet items
are offset against the shareholders’
equity without affecting net income.

If they result from the use of different
exchange rates in the statement of
iIncome, they are shown in other ope-
rating expenditure.

Principles of Balance Sheet Prepa-
ration and Valuation
For the sake of clarity, individual items
have been grouped together in the
consolidated balance sheet and are
shown separately in the notes. Sepa-
rate items are added to the consoli-
dated financial statements to show
the effects of sales financing.

The financial statements of
BEMW AG and the subsidiaries in the
Federal Republic of Germany and
abroad are drawn up in accordance
with uniform principles of balance
sheet preparation and valuation. In
order to ensure uniform valuation in
the Group, tax depreciation and spe-
cial reserves in the individual financial
statements of the consolidated com-
panies, based only on tax provisions,
are not shown in the consolidated
financial statements. In the financial
statements of associated companies,




those valuations are maintained that
deviate only slightly from the uniform
principles for the Group.

Intangible assets acquired against
pPayment are valued at their acquisi-
tion cost. They are depreciated pre-

dominantly by the straight-line method.

Fixed assets are valued at their
acquisition or manufacturing cost less
depreciation. Office and factory build-
iNgs are depreciated using the
straight-line method. Other fixed
assels subject to wear, with a useful
ife of more than three years, are
depreciated by the declining balance
method. The declining balance is
replaced by the straight-line method
ds 800N as this leads to higher depre-
ciation.

Additions to assets of minor value
are fully written off in the year of
acqguisition,

Factory and office buildings, and
distribution facilities which are part of
the buildings, are depreciated in 8 to
25 years, residential buildings in up
to 50 years, technical plants and
machinery in up ta 10 years, other
plants, fixtures, furniture and office
equipment predominantly in 5 years.
For machinery used in multiple-shift
Operations depreciation rates are
INcreased to take account of the addi-
lional utilization.

Investment in subsidiaries and
associated companies that are not
consolidated is shown at its acquisi-
tion cost or lower current value. Loans
dare snown at their discounted net
present value,

Raw materials, supplies and mer-
chandise are valued by taking account
of the lower of cost or market value.
Work in process and finished prod-
Ucts are valued at their direct mate-
rial and production cost. The inven-
tories bought from consoclidated com-
panies include production-related
shares of production overheads.
Write-downs are made to cover risks
arising from prolonged storage or
technical obsolescence of inventories.

Own products shown on the
assels side at leasing companies In
the Federal Republic are valued at the
manufacturing cost permitted in com-
mercial balance sheets. In order to
determine the lower value to be used,
they are depreciated by the declining

balance method in the following years.
All other leased products are valued at
acquisition cost and are depreciated
by the declining balance method. This
is replaced by the straight-line method
as soon as this leads to higher depre-
clation.

All risks identifiable on receivables
and other assets are provided for by
appropriate write-offs. Non-interest-
bearing or low-interest-bearing receiv-
ables with a term exceeding one year
are shown at their discounted value.

Marketable securities and notes
are valued at their acquisition cost or
lower values on the balance sheet
date.

Pension provisions are calculated
with the going-concern value accord-
iINg to actuarial principles with an
interest rate of 5%. The other provi-
sions are made to take account of all
identifiable risks. Provisions are also
made for expenditure.

Deferred taxes are calculated for
timing differences between the com-
mercial balance sheet result and the
taxable income of the consolidated
companies. Prepaid deferred taxes
are set off against accrued deferred
tax expenses. An active balance from
prepaid deferred taxes of the indivi-
dual financial statements i1s not
shown. Deferred taxes arising from
consolidation are shown in accord-
ance with the legal requirements.
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Consolidated Financial Statements

(1) Intangible Assets

(2) Financial Assets

Notes

The Consolidated Balance Sheet

Additions to intangible assets relate
primarily to grants of BMW AG for tool
costs in the year under review.

Retirements from investment in sub-
sidiaries result primarily from inclusion,
for the first time, of BMW Sverige AB,
stockholm in the consolidated finan-
cial statements.

The increase in lendings to subsidia-
ries is due to the change in the con-
solidated companies.

(3) Inventories

The share in the subgroup of the
Bavaria Wirtschaftsagentur GmbH,
Munich, is shown under investment in
associated companies. The retirement
relates to softlab GmbH fur System-
entwicklung und EDV-Anwendung,
Munich, which was included, for the
first time, among the consolidated
companies in the year under review,

J1.12.1991

(4) Assets from Salés_Financing

31.12.1992
DM million DM million
Raw materials and supplies ) 514 478
Work in process _ 459 468
Finished products and merchandise 2,303 2,141
Advance ;ﬁmema 32 11
| = 3308 3098
Advance payments received - 168 100
3,140 2,998
31.12.199¢ 31.12.1991
DM million DM million
Leased products ) i ) 4,233 3,414
Receivables from sales financing - - N
Customer loan receivables 5065 4431
— thereof with a remaining term of more
than one year: DM 1,467 million
(DM 1,988 million in 1991) - - -
Other receivables 466 232
— thereof with a remaining term of more
than one year: DM 16 million
(DM 17 million in 1991} —
B 5,531 4,663
S ] 9,764 8,077




(5) Receivables and 31.12.1992 31.12.1991
Miscellaneous Assets DM million DM million
Trade receivables - _ - 1.832 1,}:{:3tfl

thereof with a remaining term of more
than one year: DM 8 million (DM 28 million in 18997) —

Other receivables and miscellaneous assels
Receivables from subsidiaries Bl 22
— thereol with a remaining term of more

than one year: DM 75 million (DM 26 rmalhon in 1981)

Receivables from companies in which
an interest is held 33 31

— thereof with a remaining term ol more

than one year: DM 25 million {OM 27 million in 1991) —

Miscellaneous assets 678 Fats
thereof with a remaining term of more
lhan one year: DM 110 million (DM 108 million in 1991) —

9848 1,043

2,820 2,803

Miscellaneous assets include, in partic
ular, tax refund claims, loans, deferred
interest claims and shareholder rights.

31.12.1992 31.12. 19091
DM million DM million

(6) Marketable Securities and Notes

.-Cfllft'iur af:;:urll_ims_ 3.258 1 979
MNotes 170 314
_ S . 2,408 2,293
Other securities are primarily fixed-
interest marketable securities and
shares in investment funds,
(7) Liquid Funds 'hese are cash at banks, cash an
hand and deposits with the Bundes-
bank and in postal giro accounts.
(8) Prepaid Expenses and 31.12.1992 31.12.1991
Deferred Taxes DM million D million
Frepaid expenses _ ) _ 57 _ __ N __ 16
Deferred taxes | 294 ) L Ta
351 400
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(9) Subscribed Cﬁ;tal ag
Capital Reserve

I he subscribed capital of BMW AG,
amounting to DM 898 million, com-
prises 9,065,000 ordinary shares with
a nominal value of DM 50, 225,000
ordinary shares with a nominal value
of DM 100, 368,000 ordinary shares
with a nominal value of DM 1,000 and
1,102,961 non-voting preference shares
with a nominal value of DM 50. The
preference shares participate and
bear an extra dividend of DM 1 per
preference share. All shares are bearer
shares.

The subscribed capital increased as
a result of the issue of non-vating
preference shares to employees,
amounting to DM 3 million. Thus, the
authorized capital of BMW AG, per-
mitting the issue of non-voling prefe-
rence shares for a nominal amount
of DIV 15 million until July 1st 1994, still
amounted to DM 3 million on the
balance sheet date.

The premijum from this capital
increase, transferred to the capital
reserve, amounted to DM 21 million.

iEPrEI;i;: Reserves

(11) Investment of Other Share-
holders

(12) Shérehnlders’ Equity

The profit reserves contain the legal
reserves of OM 2 million, the other
profit reserves of BMW AG and the

reserves formed from the income of
the consolidated companies.

This item includes third-party invest-
ment in the sharehelders' equity of
the subsidiaries included. [t contains

primarily minority investment in BMW
Rolls-Royce GmbH, Oberursel.

BM million
Development of shareholders’ equity;
Balance on December 31st 1981 B v o - 6,392
Dividend of BMW AG for 1991 — 225
Increase in subscribed capital from the authorized capital i 3
Transfer to capital reserve from the capital increase for
preference shares - B B ) 5.
Change in profit reserves
— Transfer from the year’'s net income o494
Offsetting of goodwill B — 168
— Other changes ) ) B — 14
+ 307
Net income available for distribution b 226
Change in investment of other shareholders B - = 6
— thereof from the year's net income: DM 6 million - _ B -
Balance on December 3151 1982 6,718

The offsetting of goodwill relates pri-
marily to the full consolidation, for the
first time, of softlab GmbH flr System-
entwicklung und EDV-Anwendung,
Munich, and BMW Sverige AB, Stock-
holm, and to the additional purchase
of shares in BMW Finance S.N.C., Paris,
BMW Finance (GB) Ltd., Bracknell,
and BMW Japan Finance Corp., Tokyo.

Other changes in the profit reserves
include the conversion of financial
statements in foreign currency denomi-
nations and the changes arising from
the consolidation of capital.




{15} Provisions

{14}i Liabilities

Pension fund provisions
Provisions for taxes
Other provisions

31.12.1992

a2 1]

DM millicn UMW million

1.598 1,4 12_

733 813

= 4.‘.?3_3“5 4 547
7,270 6,802

The pension fund provisions are
related mainly to future rights of
employees of BMW AG to old age
pension payments, The pension lia-
bilities are covered entirely by provi-
sions. The other provisions include in
particular product warranty world
wide, risks arising from litigation pro-
ceedings and guarantees, obligations

Bonds

arising in the personnel and social

sector, and risks arising from

forward

loss contracts. Provisions have also
been made for maintenance work that
has been scheduled in the business
year and has to be carried out in the
following year, for large-scale repairs

and other expenditures.

31.12.1992
thereol remaining term

Due to banks

Trade payables

J1. 12198

Advance payments received for orders

Liabilities from the acceptance of bills

and the issue of promissory notes

Liahilities to subsidiaries

Liabilities to the

BMW Benevolent Fund

Miscellaneous liabilities
— thereof for taxes B
theraof for social security

up to OVET
1 year D years
DM DM DM DM
million million million million
- 1,670 A4 044 1424
) 538 314 102 1,022
1,579 N 1,633
27 27 - 25
68 68 = 63
- 154 162 2 72
) 64 64 61
) 720 641 34 675
(165) (165) i (242)
. (59} _28) x 14 7)
1,083 888 100 896
; 4,820 2.825 1,146 4,975
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(15) Liabilities from Sales Financing

~ 51.12.1992 928y
thereof remaining term

up to over

1 year b years
B B B DN
million million million million

Liabilities from sales financing - o

_ Bonds ' 490 - - @03
Due to banks - B 5445 3,003 74 4,715
thereol secured by mortgages A0 . - (110}
Irade pjﬂy'a_alj:llf-z,:: o o ! 0 ?Q — &3
Commercial papers B ) 570 570 = 527
Other liabilities - o {0 72 — 140
B W ] 6692  3.715 I 5,763
Delerred ncome E_,T_mlﬁ_ 'i_!_|‘~.;1r1_u:ir1=_5_g_ - 1 Erz B - = 2 /9
B i Y 8,497 3,715 74 7,042

Deferred income from leasing financing
comprises payments from ongoing
leasing contracts that are not yet due.

The liabilities from sales financing
serve to refinance the leased products
and the receivables from sales finan-

Liability

" Other Financial Obligations

cing.
31.12.1892 31.12,1941
Dt million DM milhion
Guarantees ] 4 | = _ 0
Warranties i G4

According to maturity dates, the cash
value of the obligations arising from
rent and leasing contracts, amounting
to DM 1,466 million, is as follows:

31.12.1992
DM million

993 261
1994 to 1997 ] B | 626
after 1997 579

Further financial obligations amount
to DM 113 million.

DM 17 million thereof are liabilities to
subsidiaries.

The order liability for investments
amounts to DM 1,239 million.




Notes

The Consolidated Statement of Income

(16) Net Sales

(17) Increase in Product Inventories
and Other Company-produced
Additions to Tangible Fixed
Assets

{iﬂ]_ﬂther Operating Income

{1_9] Expenditure on Materials

Automobiles

Motorcycles
Leasing

1992 19
DM miillion DM mullion

Other sales

Federal Republic of Germany

Europe excluding the Federal Republic of Germany

and other markets

Other sales are primarily from the sale
of spare parts and accessories.

Increase in praduct inventories
Other company-produced addilions
lo tangible fixed assets

The increase in product inventories
results primarily from additions to
leased products.

Other operating income comprises
the release of provisions, exchange

Expenditure on raw materials,
supplies and merchandise purchased

Expenditure on services purchased

Expenditure on raw materials, sup-
plies and purchased goods rose
because of increased production and
a larger share of models with more
expensive materials, compared with
the previous year.

10.047 8 085

- 8117 7.899
31,241 29 839
1992 1991

- 18,011 16788
- 531 630
o 18,542 17,427

220918 22554
— . — 429
2,884 2378

g Yae 4 478
31,241 29.839

12,855

13,077

M million Dk million

1,330 634
100 104
1,430 738

gains, tax refunds and investment
grants received.

19917
D million

1582
DM million

Expenditure on purchased goods
includes depreciation on leased
products, valued at acquisition cost,
amounting to DM 1,529 million

(DM 1,628 million in 1991).
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(20) Expendith_lfe_un Pe_rsnnnel

(21) Depreciation on Inta-ngible_
Assels and on Fixed Assets

[EEDt.Her- Dper_ating_Exper;ditu;

(23) Income from Investment in
Subsidiaries and
Associated Companies

1992 19497

DM million DM million

Wﬂaﬂ‘a and sala HLE __ __ R __ __ _ 5,401 4,943
Social Se'er;l.n'ﬂf contributions, cost of pension plans _ - o o

and related benefits 986 580

— thereof for pension plans: DM 219 million
(DM 186 million in 1991) — - i = =

- a 6,387 5,823

Workforce on yearly average: 1992 1951

W-aﬁ_e earners B o o : i 42-.@32 _ 42,771

Salaried employees 26,424 25,549

o - N i 69,106 68,320

Depreciation on intangible assets and
on fixed assets covers scheduled
commercial balance sheet deprecia-
tion.

Other operating expenditure includes
primarily expenses for administration

ing, outgoing freight, maintenance
and repairs, rents and insurance

and distribution, warranties, advertis- premiums.
1992 1991
DM million DM million
Income from investment __ N B o 1
thereof from subsidiaries: DM 1 million —
Gains frnm_';-mﬁt and loss transfer agreements 1 -

Gains from associated companies 7 0
Expenditure on loss transfers

Gains from associated companies
include the equity result of the sub-
group Bavaria Wirtschaftsagentur
GmbH, Munich.




1992
D million

1951
DM million

{2-4] Interest Income

Income from other marketable securities

and loans of the financial assets ) 1 1
Other interest and similar income 964 890
— thereof from subsidiaries: DM 18 million

(DM 13 million in 1991) —
Interest and similar expenditure 578 548
- thereof to subsidiaries: DM 29 million

(DM 3 million in 1991)
Depreciation on loans and on marketable
securities and noles of the current assets o) 16

- 382 327

Interest and similar expenditure,
together with interest expenditure
from leasing financing, amounted to
DM 884 million (DM 791 million in 1991},

Interest expenditure from the finan- tained in the leasing Instalments and
cing of the leasing business is offset by  shown in the net sales.
corresponding gains which are con-

(25) Interest Expenditure from
Leasing Financing

Taxes on profits are corporation
iIncome and trade earnings tax in
Germany and comparable earnings-
linked taxes abroad. They are calcu-
lated according to the tax laws that

apply to the individual companies.
This item also includes deferred taxes
to take account of timing differences
arising from consaolidation.

(26) Taxes on Income and Profits

(27) Year’s Net Income

1992
DM million

1991

LM million

Year's net income 726 783

Allocation of the year's net income:

Profit due to other shareholders 8 37

Losses attributable to other shareholders ) I s]

Transfer to profil reserves 494 FO0
' 500 558

Met income available for distribution 226 225




92

Consolidated Financial Statements

fotal Hemune}a_tiun of tﬁe Suge_i;-
visory Board and of the Board of
Management

Auditors’ Certificate

Notes

Miscellaneous

Subject to the approval of the pro-
nosed dividend at the Annual General
Meeting, the remuneration of serving
members of the Board of Management
for the 1992 business year amounts 1o
DM 13.6 million and that of former
members of the Board of Management
and their surviving dependents to

DM 1.7 million. Total remuneration of
the Supervisory Board for 1992
amounted to DM 1.5 million.

Reserves of DM 14.7 million have
been made for all pension liabilities to
former members of the Board of
Management and their surviving
gependents.

The members of the Supervisory
Board and of the Board of Manage-
ment are listed on page 9.

Munich, March 1993

Bayerische Motoren Werke
Aktiengesellschaft

The Board of Management

The Consolidated Financial Statements,
which we have audited in accordance
with professional standards, comply
with the German legal provisions. With
due regard to the generally accepted
accounting principles, the Consoli-
dated Financial Statements give a true
and fair view of the Group’s assets, lia-
bilities, financial position and profit or
loss. The Economic Review of the
Group is consistent with the Consoli-
dated Financial Statements.

Munich, March 5th 19493

KPMG Deutsche Treuhand-Gesellschaft
Aktiengesellschaft
Wirtschaftsprutungsgesellschaft

Schnicke Kilgert
Wirtschaftsprufer Wirtschaftsprufer
(independent auditors)




Balance Sheet and
Statement of Income
of BMW AG

The Financial Statements of BMW AG,
of which the balance sheet and the
statement of income, in particular, are
given here, have been provided with
the unrestricted confirmatory audit
certificate of KPMG Deutsche Treu-
hand-Gesellschaft AG Wirtschaftspri-
fungsgeselischaft, are published in the
Federal Gazette and deposited with
the Commercial Register of the
Munich Local Court. They are avail-
able from BMW AG, P.O.B. 4002 40,
D-8000 Munich 40.
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Balance Sheet and Statement
of Income of BMW AG

Assets

Balance Sheet of BMW AG

at December 31st 1992

in DM million

Intangible assets

Tangible fixed assets
Financial assets

_Fi:;ed 'A._':f.setsl

31.12.1982

a1.12. 1931

Inventories

ﬁ.&dﬂ r_’_e*ceivaihlee
Receivables from subsidiaries

Other receivables and miscellaneous assets

Marketable securities and notes

Liquid funds

?urre_?ﬂ As:-‘:_ets _

_F'répaid Ex_pensé_s

Shareholders’ Equity and Liabilities

DM million DM million

: el i
3,828 4,034

962 962

B 4,973 4,996
1888 1471
. 754 573
2,396 1,738
280 519
1,612 1,643

) 443 517
7,148 6,361

r 5 7
12,126 11,364

31.12.1992
DM million

31.12.1991
DM million

_E‘:-ubscr'ibeq_nap'i"t_ﬁn_ 889 __E?F-J%fi
Capital reserve ) 817 796
Profitreserves 2,658 _ 2,448
Net income available for distribution B B B - B 226 225
Shareholders’ Equity - B 4,610 4,360
Registered Dividend Right Certificates - 101 103
Eenainn fund prvisiDris R o N N - B B 1_._4'-85 1 SEE
Other provisions 3,_&}5? 3.46_3_8
Provisions - 5142 4,844
Ductobanks s
Trade payables — 1ae3 1217
Liabilities to subsidiaries 379 371
Other liabilites 576 364
Liabilities - 2,273 2,057

- 12,126 11,364




Statement of Income of BMW AG

faor the 1992 business year
in DM million

1942 1G04
M milllion DM million

Net Sales - - o I B 26,472 24,477
Change in product inventories and other company-produced - e _ -
atidiions o langible fixed assets ) i - T _ 2ir

26,647 24,694

Other operating income

616 678

Expenditure on materials 16,612 15,133

- - e _ e e o —— - | = = : 2K e 2 = — I-- .l'.. ._.1 ] P __I‘ r
Expenditure on personnel ~ E——— ; _ = . 0344 4943
Depreciation on intangible assets B . N - _ e = — =
and on fixed asselis o . 1,482 1,396
Other operating expenditure . B 3805 3,482
Income from investment in subsidiaries ) _ _ o :

and associated companies _— _ J _ - 147 . 20U
Interest income _ - L 1 190
Income from normal business 0y 2 581 L r70
. : ; L = — — & — === = e e e
Taxes on income and profits - ) _ - SO s
Other taxes _ 9y 5_3_;_‘9
Year’'s Net Income A - =3 451 449

Transfer to profit reserves

225 224

Net Income Available for Distribution - | | 226 225

Y5
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Subsidiaries and Associated
Companies of BMW AG

Income

Major subsidiaries and associated Shareholders' Capital
companies of BMW AG at December 31st 1992 ety investmeant
DM million DM mullion in %
Domeslic - | - - -
BMW Rolls-Royce GmbH, Oberursel?) - - 201 0 50.5
BMW Bank GmbH, Munich S 170 9 100
BMW Maschinenfabrik Spandau GmbH, Berlin 95 5 100
softlab GmbH flr Systementwicklung und EDV-Anwendung, Munich 60 1 - 100
KONTRON GmbH, Eching 2) 42 0 100
BMW Maschinenfabrik or:tlandau GmbH + Co. Anlagen unr:i BUTFILU&:- Ok IG I'ﬂulln -3 17 100
BMW Leasing GmbH, Munich' 3) - 31 0 100
BMW fngm‘m?m -Zentrum GmbH + ED Mumr:h N 1 0 100
BMW Motorrad GmbH + Co., Munich ) 2 100
BMW Fahrzeugtechnik GmbH, Eisenach J] 1 0 100
BMW INTEC Beteiligungs GmbH, Munichs) | T -0 100
BMW Motorsport GmbH, Munich3) - - N0 100
KONTRON Elektronik GmbH, Eching2) J 0 100
Foreign B . y -
BMW Motoren Gesellschaft m. D. 3. H. ‘—:twr Austria - - 685 139 100
BMW Coordination Center NV, BD!’I‘I{J"‘I HDImlum ) | L pEsy v B0 - 100
BMW France S.A., Bois d'Arcy, France [ 258 74 100
BMW (South Africa) |F‘l},r} Lid., Pretoria, South Afr’lt;a g 99 - 37 100
BMW Finance N.V., The Hagun Netherlands N - 93 | 33 100
BMW Overseas Enterprises N, Willemstad, Curd@au B - 82 5 100
BMW Austria Gesellschaft m.b.H., Salzburg, Austria?y 28 g e
BMW Holding AG, Dielsdorf, Switzerland B - ) - 22 100
BMW (Schweiz) AG, Dielsdorf, Switzerland ] 75 10 100
BMW Holding B.V., The Hague, Netherlands 457 421 100
BMW (GB) Ltd., Bracknell, Great Britain ) 448 76 100
BMW Japan GDrp Tokyo, Japan 423 10 100
BMW[ S) Holding C‘Drpnmtmn Wilmmqtcjn Del., Ubﬁh’il ) ) - - - 359 B T = aB 100
BMW ltalia S.p.A., Palazzolo di Sona (Verona), ltaly - gp N 48 100
BMW Australia Lid., Melbourne, Victoria, Australia 77 ) 1 100
By E":eh:]tum S.A/NV., Bornem, Be!gmm 76 30 100
BMW Ibérica S.A., Madrid, Spain _ - ) 71 52 100
BMW Nederland B.V,, The Hague, Netherlands Sam——— B 020 2% 100
BMW Canada Inc., Whitby, Canada 37 4 100
BMW Sverige AB, Stockholm, Sweden 10 N 100
BMW New Zealand Ltr.j Auﬂkldnd New Zealand 8 1) 1[]_[}

1) Less than 500 thousand DM

2} Profit and loss transfer agreement with a subsidiary of BMW AG

)
)

3) Profit and loss transfer agreement with BMW AG
)

4] Consolidated with EMW's operative US companies.




Agenda of the Annual
General Meeting

Agenda of the 73rd Annual General
Meeting to be held on Thursday,
May 13th 1993 at 10am in the Philhar-
monie In the "Gasteig”, Rosenheimer
Stragse 5, 8000 Munich 80,

1.

Presentation of the Annual Accounts
at December 31st 1992, the Economic
Review and the Report of the Super-
visory Board, as well as the Consoli-
dated Financial Statements at Decem-
ber 31st 1992 and the Economic Re-
view of the BMW Group included in
the Economic Review.

2.
Resolution on the allocation of profits,

Board of Management and Supervi-
sory Board propose using the balance
sheet surplus for the 1992 business
year, amounting to DM 225,446,753.25,

to pay a dividend of DM 12.50 per share
with a nominal value of DM 50 on
the subscribed capital with entitlement
to full dividend payment for the 1992
business year (DM 843,750,000 in or-
dinary shares), i.e. DM 210,937,500 and

to pay a dividend of DM 13.50 per
preference share with a nominal value
of DM 50 on the subscribed capital
with entitlement to full dividend pay-
ment for the 1992 business year
(DM 52,327,900 in preference shares),
lL.e. DM 14,128,633, and

to pay a dividend of DM 6,75 per
preference share with a nominal value
of DM 50 on the subscribed capital
with entitlement to half the dividend
payment for the 1992 business year
(DM 2,820,150 in preference shares),
L.e. DM 380,720.25.

3.

Resolution on the formal approval of
the actions of the members of the
Board of Management.

Board of Management and Super-
visory Board propose approving the
actions of the members of the Board
of Management for the 1992 business
year.

4.

Resolution on the formal approval of
the actions of the members of the
Supervisory Board.

Board of Management and Super-
visory Board propose approving the
actions of the members of the Super-
visory Board for the 1992 business year.

5.
Election to the Supervisory Board

The Supervisory Board 1s composed
in accordance with Clauses 96 Para. 1
and 101 Para. 1 of the German Corpo-
ration Law and Clause 7 Para. 1 No. 3
of the German Law on Co-detemina-
tion. The General Meeting is not bound
to accept the proposals for election.

Wr. Eberhard von Heusinger has
resigned from office with effect from
the close of the General Meeting on
May 13th 1993,

The Supervisory Board proposes
the election of Dr.-Ing. E.h. Dr.-Ing. E.h.
Eberhard v. Kuenheim, Diplomingenieur
(graduate engineer)}, Chairman of the
Board of Management of Bayerische
Motoren Werke Aktiengesellschaft
(until the close of the General Meeting
on May 13th 18983), Munich, as share-
holders member of the Supervisory
Board for the remaining period of
office of Mr. von Heusinger, i.e. until
the close of the 1994 General Meeting.

6!
Choice of auditors for the 1993 husi-
Ness year.

The Supervisary Board proposes the
appointment of KPMG Deulsche Treu
hand-Gesellschaft Aktiengesellschaft
Wirtschaftsprufungsgesellschaft,
Munich, as auditors for the 1993 busi-
ness year.
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BMW Group Five Year Survey

lifﬁlet:liﬁrl

Automo btln’;‘rti

Motorcycles

U_nil Sales -
Automobiles

) Motorcycles

units
units

units

Sales

Change

Waorkforce at end of year

units

DM million
O

Investment

in % of sales

Depreciation S

Cash flow |
in 90 of investment

DM million
Oy

DM million

Uiy

Fixed assels |

Assels from sales financing
in % of balance sheet total
Other current assets and

—_—

D r:nillim_rj_'

L?_[_‘w-*l million |

Oy

prepaid expenses

Subscribed capital

Heserves

__ﬁﬂ millicn

DM million

DM m i “"1"11:_:_ B

Capital reserve

Profit reserves

DM milhion
DM_milliDﬂ

Shareholders' equity

in % of balance sheet total

in % of fixed assels

Debt/equity ratio
Industrial business

Sales financing

DM million
Ui

[@g-term hﬂrrnwirl;q;s
Long-term capital

in % of fixed assets

Liabilities from sales financing

DM million

Balance sheet total

Total value of production
per employee

- DM million
=i — oy =

B DM million

= == e _ DM million
B __— DM million

DM

Expenditure on materials

DM million

Expenditure on personnel
per employee

in %0 of total value of production

Taxes

Di million
DM

DM million

Eiv

DM million

Years net income

D million

Net income of BMW AG available iu:ur distribution

_DM million




1988

484,121

23817

495,787
126,779

24,467

| _tEh

65812

1,911
78
1,489

2,062

107.9
6,080

4,464
222

9,601

730

3,908

o890

3318

33888

- 8,814

145.0
4,288

20,145

24,945
400,298

14,524
4,499
72,197

1,203
4.8
748
455
188

1989 1990 1991 1992
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66,267 70,948 74385 73,562
1,820 2,066 2,123 1,975

6.9 7.6 7. 6.3

1,549 1,778 1,805 1,827
2263 2,780 2,831 2,880
124.3 134 .6 133.3 145.8
6369 6,707 6,748 6,834
5204 6,306 8,077 9,764
256 28.0 31.8 35.5

9,026 9488 10680 10,906

) 791 794 896 899
4,343 4812 5,174 5,502

i 775 796 817
3,594 4,037 4,378 4,685
5371 5860 6,392 6,718
60 260 25.2 24.4

84.3 87.4 94.7 98.3
300 31.2 808 307

14.1 _ 127 128 13.0
4,413 4,524 5,563 6,672
9,784 10,384 11,855 13,390
13386 154.8 172 19388
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426,615 420,112 447,556 472,766
15,280 15,749 17,427 18,542
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