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1. Introduction 

In the spring of 2008, amid the worst financial crisis the world had seen since the end of the 

1930s, the country manager of Audi AG (Audi’s German Headquarters) encountered an 

interesting problem.  The importer agreement that Audi had signed with Taikoo Motors (a 

division of Swire Property Group) was about to end in March of 2009, and the option to resign or 

end the mutually agreed upon partnership.   

Audi has been in the global market for the better part of 3 decades, pursuing their brand 

positioning aggressively in markets such as Taiwan, New Zealand and Korea, introducing a 

franchising method, partnering with local companies (or in Taiwan’s case, another multinational 

that was also handling other car import brands).  This allowed Audi to share the cost of entering 

the market and unloading the risk of failure onto a business partner, while still able to enjoy the 

fruits of success and profit sharing that the partner will eventually make.   

Partnering via distributors is a perfect way to enter markets where it is uncertain how the market 

will shake out for the brand.  Audi pursued this strategy in numerous markets, including Taiwan, 

which allowed them to enter the world stage relatively quickly, reaching all continents of the 

world within 20 years.  Audi could also pass on their practices and automobile expertise to the 

distributors which would further their brand positioning and brand image. 

Ultimately, however, as can be predicted, the flaw in the plan is that no amount of knowledge 

transfer or partnering can truly represent their own brand, nor truly reflect their core values.  

Markets that already had a subsidiary as a basis for how to rollout into new markets, Audi AG 

started rolling out more subsidiaries directly controlled by Audi AG in order to further their 
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strategy of global unity under the Audi banner. 

The first rollouts were in larger markets, hoping to capitalize on their volume to sustain their 

profitability while they struggled with adapting their corporate culture to local customs – things 

like language had to be taken into account in every back end proprietary system introduced into 

the system, meaning that translation processes had to be created.  Other things like whether to 

start with local staff, how to manage budgets, salaries, and whether to maintain global marketing 

plans or to simplify to a locally-based plan were discussed in depth. 

From a business perspective, each department works interdependently of each other; Sales must 

pass car sales information to After sales for them to forecast service volume, and also to Finance 

to estimate the budget for the year; After-Sales must communicate with the public via the 

Communications/Public relations department in order to run Service Campaigns, and so on and 

so forth.  Logically these connections can be made by simply sending a memo detailing the 

information needing to be passed; however, logistically, for each time that a human eye must see 

a document and a decision would follow, increases exponentially the chance of error.  Therefore, 

a consideration that must be accounted for is the IT backbone that is responsible for carrying the 

information from system to system in order for less manual work and more automation. 

In the Korea rollout, with less experience in handling this type of situation, Audi AG was less 

focused on such details, and more focused on getting the operation up and running, which lead to 

gaps in their technology and still relied heavily on manual labor in order to get the business 

processes finished.  Their main error was to not consider the costs going forward, and only 

consider the present effect of implementing a system on their current year’s finances.   As the 

next rollout was considered Taiwan topped the list of potential sites, partly due to the timing of 
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the distributors contract ending, and partly to enter a market where it is conceivable that they 

could capture a significant portion of the market share relatively quickly. 

Taiwan represented a relatively small, but stable volume; however, the overall market was not 

large, so it proved to be a constant battle between the Sales and Marketing divisions to decide 

whether to push for Volume/Market share, or Brand Image.  Averaging between 1500 and 2000 

cars a year the volume was respectable, however, with the price competition in Taiwan forced 

Audi in Taiwan to drop their prices to compete.  Even so, Taikoo motors rested on the delicate 

line between two options that would allow them to continue operations.   

Taikoo motors proved through sales that Taiwan could sustain the volume that they required, and 

they did not excel enough so that Audi AG felt they could carry the brand farther than the 

importer could.   

Furthermore, a few other important factors weighed into making the decision whether or not to 

enter Taiwan as a market.  First, Taiwan already experience with the brand to start up relatively 

quickly, however whether the market was ready for it was another question.  That is to say, if 

Taikoo was not to be selected as a dealer, the new dealer network would have to be set up in time 

for launch; not an easy task, as it involved created brand new infrastructure, and significant 

investment from Audi AG, Audi Taiwan and the Audi partner dealers. 

Second, Audi Taiwan would be set up and start operations within 6 months, however, in 2010 the 

contract with Taikoo motors and Volkswagen AG would come to a conclusion, and the 

assumption was that if Audi was successful in its operations, that Audi and Volkswagen would 

merge in Taiwan and thus bring both brands under the Audi subsidiary.   
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Lastly, the tariffs for imported cars were to be significantly lowered starting now and ultimately 

ending in 2015 meaning that for domestic and import cars the price should drop significantly, 

however for import brands such as Audi, the profit margin will be very generous, and will allow 

the subsidiary to start contributing to the Audi AG bottom line, even with low volume. 

As the country manager looked over these facts, he pondered how to present these findings to the 

managing directors.  If he suggested establishing the local national sales company, he 

furthermore had to decide whether to establish a subsidiary or a branch, and even more 

specifically, whether to bring in an expat, or bring in local management.  

In China they have found phenomenal success with partnering with a local manufacturer, 

enticing the government even to designate Audi cars as their main supplier of government 

vehicles.  However, this comes at a price, as the China joint venture employees will be quick to 

tell you.  Each Audi employee is paired with a local colleague, and they work in tandem with 

each other, often pulling projects in two completely different directions.  In the worst case 

scenario, a project could be completely dead in the water even when the idea had viability. 

Ultimately it was decided to pursue a subsidiary route, as they had in 9 other markets, including 

Korea, Singapore, and the United States. 

Traditionally subsidiary companies can be set up for numerous reasons, including tax shelters 

and businesses that are not within the scope of the parent companies but may play an integral 

role in the future.  Another important reason is to absorb some risk of the setting up a company in 

a foreign country, so that the company has a chance to succeed.  In this relationship, the 

subsidiary company often takes the role of the investment, but always knowing that the parent 
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company is watching the budget and expenses, with an especially harsh look at the profit and 

loss statements. 

One of the main benefits of a foreign subsidiary instead of a traditional branch situation would be 

the availability to take advantage of transfer pricing and to be applicable under tax laws to 

operate as a local company instead of a foreign company moving in. 

This is predicated on the advantages, within the appropriate legal limits imposed on both the 

originating country and the country of focus that a parent company can leverage for cost 

advantages in the market.  Using transfer pricing, a parent company can allow the subsidiary to 

pass losses onto the main company creating tax benefits for the parent in their home country, or 

they can allow the subsidiary to absorb losses to minimize tax implications in the target market.  

With this flexibility, it also implies that the two companies will be intertwined financially, as well 

as sharing resources. 

Another ancillary benefit is side stepping issues with local unions, if such unions do not exist in 

the target market.  Budgets and head count might be controlled from the head office, but staffing 

is decided locally, and therefore negotiations with unions from the parent company origin 

country are irrelevant.   

In incorporating Audi Taiwan, they committed to investing 50 million USD to the community, 

including but not limited to, employment of 30 individuals in the main office, up to hundreds of 

jobs created in tandem by way of dealers and service personnel, extra expenses in creating 

dealerships, showrooms, sales points and terminals, and continuing the Audi brand in Taiwan.  

This represented a boon for the local community as this move indicated to the local populace that 
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Taiwan was a market that Audi, and as a corollary VWG, considered a key market to control.  As 

of yet, Audi has only entered 10 other markets as a National Sales Company, including Australia, 

Brazil, Canada, Japan, The United States of America, Korea, and the Middle East.  To be 

included in this group of countries, also considering that BWM is not in this market seems to 

indicate that Audi and VW value this market and hope to capture more of the market share in the 

future. 

That said, however, it is still noteworthy that although BMW has not entered, Mercedes Benz has, 

and while the two are said to be of the same class (Double B), the value of the brand image and 

marketing has allowed Mercedes Benz to maintain a healthy lead over both Audi and BMW.  

This is a hurdle that Audi Taiwan must overcome in order to attain the place in the marketplace 

that they wish to achieve. 

The first step to creating a solid working relationship within the company has to be first creating 

the corporate culture and environment.  Noting other company’s big mistakes, and taking best 

practices from other Audi Subsidiaries, Audi Taiwan was quick to implement 5 core values that 

they hoped to instill into their employees, and build Audi Taiwan as a company and a team. 

2. Core Values 

The core values stated by Audi Taiwan are the following: Premium Image, Result Driven, Cost 

Efficiency, Integrity, and Customer Focus. 

2.1 Premium Image 

This value is driven by the brand positioning of Audi in the premium car market segment.  The 

perception of value often times trumps the actual value and this is driven by the Marketing 




