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—Check against delivery—
Ladies and Gentlemen,

Thank you for joining this press conference. I am delighted about this opportunity to speak with you today as we unfortunately did not have the chance to do so before Christmas.

You may remember that, a few days before Christmas, the media coverage on changes to the BMW Group’s personnel structures took on a momentum of its own. A premature report by the German weekly DER SPIEGEL forced us to start communication right away. We had intended to communicate our plans at a later point of time as we wanted to deliver specific facts – rather than talk about unconfirmed rumors regarding an issue of such great sensitivity. Now, after due consideration, our plans are complete and we can name exact figures.

Our associates are being informed simultaneously in order to prevent uncertainties and to avoid more rumors.

Reasons for changes to personnel structures in relation to the strategy

Let me start by reminding you of the reasons for these personnel measures:

This year, as we implement our strategy Number ONE, we are moving into a decisive phase. We are laying the foundation we need to turn our profitability figures around. All our measures are designed to secure our future and to enhance value. 

More specifically: We want to raise our rate of return. Two figures are of crucial importance here: 

First: The Return on Capital Employed. We want the RoCE in our automobile business to increase to more than 26 percent by 2012.

Second: The Return on Sales. We are aiming for an increase of 8 to 10 percent in the automobile business by 2012. 

For us, this means realizing improvements on the cost and performance side amounting to 6 billion Euros by 2012, compared to initial plans.

And how are we going to do this?

As we have already said, we identified the greatest savings potential in our material costs. With an amount of around 25 billion Euros, materials are the biggest expense factor for the company. We expect to realize two thirds (or 4 billion Euros) of the complete potential of 6 billion Euros in this area. 

Another step toward achieving our target rate of return is the reduction of personnel costs.

There are two aspects to consider: In production we have been able to generate major efficiency improvements. In the last couple of years the increase in productivity amounted to between 5 and 10 percent a year. We will strive to maintain a minimum annual productivity rate of 5% in the future. 

At the same time, retail volumes won’t rise as much as they did in the last years. In 2007 alone we achieved a sales increase of almost 10 percent. When you look at our sales target of 1.8 million cars in 2012 you will understand that we are not anticipating comparable growth rates in the coming years. 

This means: In the near future, progress in productivity will be greater than growth in sales. And this is why we will adapt the number of staff accordingly. This will help us increase efficiency and thus improve our competitive position—a crucial prerequisite to securing future employment for the majority of our staff in Germany. Currently three quarters of our worldwide 108,000 workforce is located here in Germany, at our home base.
Flexibility as BMW Group strength/ Temporary workers
Flexibility has long been a key strength of the BMW Group. We have always been able to ride the ups and downs of the market. A whole series of flexibility measures have helped us do so, ranging from flexible working hours - the BMW Group has more than 300 different flextime models -, demand-driven shift models, time accounts,  partial retirement packages to the employment of temporary staff. 

In order to reduce personnel costs, we take advantage of the flexibility offered by contract work. We are employing additional measures within a planned and controllable scope among our permanent staff – via working time adjustments, regular staff attrition, partial retirement and voluntary severance payments. 
Overall, from 2009 onwards, we plan to achieve cost reductions in the realm of 500 million Euros per year.

Job cuts: Total of 8,000

How many jobs will be lost? 

Back in December, 8,000 jobs, as quoted by the media, was a reasonable interim figure. In the meantime we are looking at a figure well below 8,000 since in the last quarter of 2007 our divisions were able to put significant process improvements into practice. I will get to the specifics in a moment.

There is one thing I would like to clarify regarding “8,000” figure: 

We are not talking about 8,000 BMW staff losing their jobs! Temporary workers are not employed by us but by their respective temporary employment agencies. They will keep their jobs at their respective temp agencies because the current market has a high demand for temporary staff. This has been confirmed to us by the local work agencies.

So what are the exact figures?

According to our plans, we are looking at an overall figure of 8,100. This figure splits up into 5,000 temporary workers and approximately 3,100 permanent staff worldwide of which the cuts affect 2,500 people in Germany.

Job cuts in detail: Temporary staff

To begin with, let us have a look at temporary staff: Of the 5,000 contracts quoted earlier, we have already reduced 2,500 in the last quarter of 2007 – which means that this year we only need to reduce another 2,500 jobs of our temporary workers.

The number of temporary working staff will always be subject to market conditions. Especially here in Germany we will continue to depend on the flexibility that contract work offers.

This is why it has been so important to us to set pay standards for the future. Last November, the Board of Management and the General Works Council of BMW AG agreed on regulations for the cooperation with employment agencies: It was agreed that the company will only work with service providers that pay staff dispatched to BMW on a temporary basis in accordance with the negotiated wages of the relevant industries. 
Personnel cuts in detail: Permanent staff
In Germany, we will have to reduce 2,500 of an overall 80,000 permanent staff. This affects about three percent of jobs at the production locations in Germany. We have already begun to talk to a specific number of employees in order to find individual solutions that are satisfactory for all parties involved. 

With the decision to set up a new plant in Leipzig we once again made a conscious commitment to Germany as a key production location. A prerequisite for Leipzig was to be able to implement, from the very beginning, processes and structures in automotive production on benchmark level for the entire industry. Since opening the plant in Leipzig in 2005 we have created around 2,700 new jobs at BMW AG. Adding to this figure temporary staff as well as the workforce of numerous service providers and suppliers, 5,400 people currently work on the premises of BMW Plant Leipzig. 

I would like to emphasize at this point that in Leipzig there will be no serious actions concerning temporary workers or permanent staff. We will only need to make some minor adjustments.

So what will staff reduction among permanent employees look like at our other plants?

Controllability is and will remain the basis of all our planning. This is why at present we are looking at the before-mentioned three percent job cuts for permanent staff at our various locations.

The 600 jobs that we will need to cut abroad will primarily affect employees at our 41 global sales facilities. 
What matters to us is that bringing the headcount down must happen on a voluntary basis and in mutual agreement - in accordance with the BMW Group’s basic principles to which we have committed ourselves. These include that leadership is founded on mutual trust, respect and fairness.

Outlook: We will continue to recruit skilled employees

So, what does the future hold for us?

As mentioned before, apart from profitability increases and cost reductions, we aim at raising our car sales to annually 1.8 million by 2012. We also aim at raising motorcycle sales to 150,000 units a year within the same time frame. 

In addition to that, we will implement our plans such as those for financial services and for new mobility concepts. 

In the financial services segment, we want to open up additional business areas. We are thinking of other-brand financing, car-related insurances and direct banking. We have set up a comprehensive innovation project to develop new concepts of mobility. This is about completely new vehicle and drivetrain concepts, for example for megacities. 
We will continue to recruit highly qualified and skilled workers and executives so as to meet the various challenges that the future will bring. We need highly skilled and qualified staff, especially engineers, if we want to achieve our goal of creating new vehicle concepts for individual mobility.

To manage the change of knowledge structures in our company, we strategically develop our employees’ skills. Management and employee representatives are currently discussing ways to achieve this change with the goal of designing a company agreement on “Skills Management”. Its purpose is to get suitable employees ready for new assignments via advanced training and qualification programs. 

However, this will not apply to all cases and all new requirements. We cannot reach our goal with staff training and qualification programs alone. And this is why job cuts are being offset by new jobs as well - at places where we need the expertise. In 2008, we will open up approximately 500 new positions – mainly for engineers and IT specialists. 

Before I close, I would also like to mention vocational training: Apprentices make up more than 5 percent of our workforce, which means that we still train beyond actual demand.
An attractive employer
Strengthening our reputation as an attractive employer is crucial if we want to recruit the best professionals the market has to offer, even in times when skilled workers are in short supply. For several years now, we have been ranked as the top choice of employer by engineering and business graduates in Germany. 

What makes us so attractive as an employer is not only people’s passion for mobility and a fascination with our products, but also our corporate culture, a culture that recognizes our staff as a key factor for our success.  Last but not least, our above-average pay makes us very popular. 
Our strategic realignment will require all associates to make their contribution to reducing personnel costs. Given the recent development of our financial result, the decision to limit profit-sharing bonuses in all salary brackets to 2006 levels is much more than a symbolic gesture.
We will, however, continue to pay competitive salaries ranging in the upper third of the industry. Our goal has not changed: We want to remain one of the most attractive employers in the future. 

After all, “business is people” and “the best business is achieved with the best people.” That means: We need the best workforce in the market to reach our ambitious targets.

The BMW Group will remain committed to Germany as a key production location. We will continue to employ the majority of our staff in Germany while selling the majority of our products abroad. 
In order to uphold Germany’s significance as a strong base for our company, we intend to further strengthen our competitiveness. For this purpose efficiency improvements are imperative - efficiency improvements that consistently lead to more output per employee. Only by doing this will we have a chance to have Germany remain our key industry location in the long run. 

Thank you for your attention. 
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