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Open Innovation advances a digitalization hub: Siemens is working with customers, partners and universities to develop new digital
applications for the “Smart Nation” of Singapore.

From the “remonte” service contract to today’s com-
mon Remote Service Platform, the focus has always been
on the individual needs of the customer — from individual
customers in transactions with end users to medium-sized
companies optimizing their operations with Siemens tech-
nology, or large customers for whom Siemens acts as a
systems supplier. Meeting their needs and satisfying their
preferences is what has always motivated and advanced
this company, with its focus on the art of engineering.
Nevertheless, the result has not always been consistent
success.

A misjudgment with consequences

At times systemic constraints, mistaken decisions, techno-
logical dead-ends, or misjudgments of customer needs
have caused Siemens to fall behind in technological devel-
opment, or to overlook or miss out on trends. And the con-
sequences could be severe. Telecommunications is one
such example. It's the story of a mistake, as Joe Kaeser
frankly admitted in a 2014 interview: “In the late eighties,
three young men from California came to Siemens in Mu-
nich. They had a really cool business idea and wanted to
meet with us. They said, ‘We're developing a technology
that will let people make phone calls over the Internet.
Would you be interested?” He continues to explain that
Siemens didn't believe it and told the young founders and
the venture capitalist, “How is that supposed to work? And
if it did work, we would have invented it.” The two founders’
startup became the world’s biggest network equipment
supplier, with annual revenues on the order of $50 billion.
Siemens couldn’t keep up in that business, and ultimately
had to give it up in 2013. That's a mistake that the company
learned from — as is shown more than clearly by its startup
activities, its active portfolio policy over the past few years,
and its uncompromising focus on digitalization. That focus
is guided by the conviction that “It won't be the biggest
companies that survive — nor the fastest,” as Joe Kaeser
never tires of pointing out. “The successful companies will
be those that can best adapt to changes in the world.”

Focusing on quality and the customer in

the 215t century

A very current example from a large number of projects for
key customers demonstrates how the company understands
this focus on the customer and quality. Singapore wants to
draw on Siemens’ assistance to become an intelligent re-
gion, a true “smart nation.” The South Asian city-state will
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rely entirely on MindSphere, the open, cloud-based operat-
ing system for the Internet of Things, to largely digitalize its
infrastructure. Siemens is supporting this master plan by
setting up a digitalization hub, working alongside custom-
ers, partners, and universities to develop new digital appli-
cations. The partnership was signed and sealed in July 2017
and is the logical next step in the development of the City
Account initiative, in which Siemens has delegated its own
experts — City Account Managers — to advise urban deci-
sion-makers in more than 60 cities around the world during
the crucial planning phase of infrastructure projects. In
daily, high-intensity communication, they help Siemens ac-
quire the best possible understanding of its infrastructure
customers’ needs so it can offer them precisely tailored solu-
tions that will make their cities more environmentally
friendly, improve the residents’ quality of life, and at the
same time save money.

Siemens is international -
from Berlin and London to
St. Petersburg and onward
to the world.

“The era of national isolation is over. We have to

recognize that in today’s world we have become
mutually dependent.”

Carl Friedrich von Siemens,
company founder’s youngest son, 1931

Siemens moved out into the larger world at an early stage.
The company assisted with the economic and sociopolitical
development of numerous countries, provided aid in recon-
struction with work like restoring infrastructure destroyed by
war — and it also didn't head for the hills when things got
difficult, either politically or economically. Of course, profit-
ability plays a key role in any involvement — how could any
business think otherwise? But all the same, there’s always
been the higher vision that was impressively summarized by
Carl Friedrich von Siemens, the company founder’s youngest
son: “Electricity has contributed to the development of trans-
portation and understanding among nations, and it will also
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be important for promoting understanding among nations
in the future.” As far as today goes, international companies
are key actors in globalization, and they quickly draw criti-
cism for causing global problems — and yet they are unjusti-
fiably given far less credit as partners as they work to find
solutions out in the field.

Carl Friedrich von Siemens,
as “head of the house” from
1919 to 1941, shaped the
company’s development in
politically and economically
difficult times.

But let’s go back to the beginning. Only a few years after
the company was founded in 1847, Siemens had crossed
national borders and begun pursuing a transnational policy.
In 1853 the Russian government commissioned Siemens to
build a telegraph line from Warsaw to the Prussian-Russian
border. The construction of that line was just the beginning
of a number of telegraph projects that threw all previous
Siemens & Halske orders into the shade. In the Tsar’s empire,
the company laid more than 9,000 kilometers of telegraph
cable in just two years. The small Berlin workshop quickly
burgeoned into a medium-sized firm. Before the major Rus-
sian orders, it had barely 50 employees; by 1856 the work-
force was more than 330, two-thirds of them working in
Russia. Revenues quadrupled and came primarily from Rus-
sia: The export ratio reached 80 percent at times.

The vision: A global enterprise like the Rothschilds’
But Russia was just the start. By the fall of 1858, an English
subsidiary was being founded in London: Siemens, Halske &
Co. headed by William Siemens. It would play an important
role in the submarine cable business — a business encum-
bered with serious risks, because the technology was still
immature and required a large capital investment. Neverthe-
less, Werner and William quickly decided to get involved in
this field. In 1863 they built the first Siemens cable factory
in Woolwich, on the Thames. The brothers planned to use
cables from that factory in January 1864 to lay a telegraph
line across the Mediterranean, from Cartagena in Spain to
Oran in Algeria. The client was the French government, yet
another of the company’s international customers. As we
will see, the Siemens brothers incurred a great risk, and ini-
tially suffered an equally great loss. But Werner was pro-
foundly convinced that his company’s future lay in global
networking, and he wanted to play an active role in that
development. He wrote to his brother in 1863: “My guiding
idea [...] was to found a permanent company which might
later, under our boys’ management, become an enterprise
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of world standing comparable to the Rothschilds’ [...] and
earn our name respect in the world.”

Siemens’ cable plant in Woolwich outside London made the
company’s English branch independent from suppliers and strength-
ened its position in the highly competitive submarine cable market.

Global networking through major international projects
Two other major international projects from the first two
decades of the company’s history show how committed he
was to this idea: the Indo-European telegraph line of 1865
to 1870 and the transatlantic cable in 1874 to 1875. The
Indo-European telegraph line was planned to run from Lon-
don across the North Sea to Emden in Germany, then
through Prussia, Poland, South Russia, and the Caucasus to
Teheran, where it would connect with an existing line of the
British India Telegraph Department leading to Karachi and
onward to Calcutta. Construction work began in the spring
of 1868 and was officially completed just two years later, in
April 1870. Messages could now be transmitted from Lon-
don to Calcutta, some 11,000 kilometers away, in less than
half an hour. Countries had been brought closer together.
The world had gotten smaller.

The 3,000-km transatlantic cable joined the Old and New Worlds —
a feat that would pay off.

The Siemens brothers understood that the Indo-Euro-
pean telegraph line was an important testimonial. But they
couldn't catch up with the leading companies in the industry
until they achieved a major submarine cable project — yet
another risk. The brothers discovered that in this project
they would be contending not just with the Atlantic Ocean,
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but also with powerful and sometimes unscrupulous com-
petitors who would not shy away even from sabotage. The
project faced a constant stream of new challenges. The tele-
graph line finally went into operation in September of 1875.
Even though the company’'s main competitor eventually
won out on this project and made a successful takeover of-
fer, Siemens was still in the game. The company got more
orders for transatlantic cables from France and the U.S. By
now Siemens was a truly international firm.

The locations of Siemens’ international offices and agen-
cies founded over the years, as well as its independent rep-
resentatives, read like a Who's Who of world metropolises:

— 1850: London

— 1855: St. Petersburg

— 1871: Brussels

— 1878: Paris and The Hague
— 1879: Vienna and Warsaw
— 1880: Stockholm and Turin
— 1886: New York

— 1887: Tokyo

— 1888: Rio de Janeiro

— 1890: Budapest

— 1892: Chicago

Siemens electrified Moscow’s
tram system in 1899.

At work in Japan, too:

Siemens’ Fusi Denki Seizo joint
venture began making electrical
equipment products in Japan

in 1923.

Like the German electrical equipment industry in gen-
eral, Siemens’ international business expanded steadily
until World War I. By 1913, Germany accounted for nearly
half the world’s trade in electrical products. But the World
War caused a profound disruption, especially in interna-
tional business, and it was some time before Siemens re-
gained a foothold in the international market. In 1923 it
joined Japan’s Furukawa group to found Fusi Denki Seizo
KK, a company that would produce electrical goods in Ja-
pan. Just two years later, Siemens equipped a coal mine in
China with the era’s latest ultramodern mining technology.
In the mid-1920s, as has already been discussed, it installed
electricity in Ireland — the largest foreign contract to be
landed by any German company since the turn of the cen-
tury. Siemens had proven its ability to compete internation-
ally, very much as intended by the company’s chief execu-
tive at the time, Carl Friedrich von Siemens. In 1931,
bucking the contemporary trend for countries to isolate
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themselves economically, he emphasized the need for
Siemens to take up an international orientation: “The era
of national isolation is over. We have to recognize that in
today’s world we have become mutually dependent.”

World War Il put an end to these developments. Once
again, Siemens lost a large share of its foreign markets,
patents, and trademarks. Once again, recovery was diffi-
cult. But the company management was unanimous in be-
lieving that the necessary growth couldn’t be achieved by
concentrating on Germany alone. All the same, it took time.
While domestic business slowly picked up again, interna-
tional sales remained negligible for a time. It wasn't until
the mid-1950s that the picture changed, when Siemens
management was able to buy back not just the confiscated
international companies but also ownership of the compa-
ny's patents and trademarks. Examples of the rising share
of exports included the 300-megawatt (MW) San Nicolds
power plant in Argentina, completed in 1956, and the na-
tional telecommunications network for Saudi Arabia. The
company also revived its former business connections with
Fusi Denki Seizo KK in Japan and Westinghouse in the U.S.
By the mid-1960s, it had regained its foothold in the world
market.

Yet the focus still remained primarily on the worldwide
sale of products made in Germany, or at least in Europe.
Investments in other countries were mostly made in order
to seize new export opportunities or preserve existing ones.
The experience of the two World Wars, with the loss of al-
most all the company’s foreign property, led the manage-
ment in Munich to shy away from more extensive export
risks. Even into the 1970s, for example, the U.S. — undoubt-
edly the world’s largest market for electrical products — re-
mained largely a blank page for Siemens. That situation
would only begin to change slowly, in 1973, when the crisis
in oil prices and the associated foreign-currency turbulence
caused a shift in basic attitudes. Finally, in an increasingly
globalized world, worldwide production locations became
an important criterion for success — whether in the U.S.,
Eastern Europe, or Asia. The company now also began at-
tending to what were known as emerging economies:

Siemens in India: Siemens has been making motors in Kalwa
since 1966.
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Siemens electrifies Ireland: The company started work in 1925 on a hydroelectric plant on the River Shannon that still supplies the country
with electricity today.

Unlike Western markets, they had an urgent need to catch
up, and so they offered an immense market for sales. Glob-
alization was first seen as an opportunity and ultimately as
an absolute necessity — without ever losing sight of the
risks involved.

Globalization also changed the company’s organiza-
tion. In contrast to the 1980s and early 1990s, by 1998 for
the first time the company had more employees outside
Germany than in it. Investment practices also changed sig-
nificantly. Where more than 50 percent of revenues were
generated internationally in the 1980s, by fiscal 2016 the
figure was nearly 80 percent. Today Siemens is at home in
some 200 countries around the world — a global player
through and through.

Siemens has proven itself in
crises and shown its ability
to change - from early sales
difficulties to the compliance
crisis

“Acting decisively and vigorously is almost always
the best thing in a critical situation.”

Werner von Siemens, company founder, 1857

Companies that have enjoyed a long history have had to
prove themselves in crises and must be able to change. Over
time, every large company has gone through periods of de-
clining margins, stagnating growth, falling stock prices, sales
slumps, and financing problems. Corporate crises are often
home-made, and so as a rule they are easier to influence than
those caused by developments in politics or the economy.
The culprits may include complex bureaucratic structures, too
many levels of management, poor customer service, an un-
derdeveloped sense of personal responsibility among man-
agement and staff, a lack of guidance for the business orien-
tation, and unclear objectives, among many others.
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Crisis as opportunity —

The compliance affair compels a reassessment
Peter Loscher, the President and CEO who had the task of
guiding Siemens out of one of its greatest crises, the com-
pliance affair, addressed the crises frankly in 2009: “Siemens
is no more able to escape the crisis than any other company.
We too will feel the impact. But we are well prepared. We
are convinced that this crisis also opens opportunities for
us —and we intend to take advantage of them.” And this is
precisely the crucial difference that distinguishes successful
companies from less successful ones: The future belongs to
those who view crises as opportunities, learn lessons from
them, and are able to change. But exactly what needs to be
done in order to get back on track for success after a crisis?
One important insight suggests taking a look back through
history. Companies that counteract crises or use them as
opportunities should also make the most of the mental and
practical attitudes of those who've overcome potentially
fatal phases before. After all, it's their abilities, qualities, and
arrangements that enable companies to survive and return
to success today.

That includes a strong willingness to take responsibility
and act, a consistent customer orientation, and a firmly es-
tablished ownership culture that provides guidance for em-
ployees within the company. It's important to adapt these
characteristics in the best possible way to what the times
require, and to maintain the ability to change in these ways.

In a letter to his wife Mathilde, Werner von Siemens gave
some advice that might seem a little outdated from today’s
perspective, but it contains a kernel of truth. He wrote in
1854: “With careful contemplation and active engagement
with the dreaded wheels of fate, one can achieve quite a
lot, avert some disasters, and turn certain enemies into
friends.” Those words reveal his willingness to take respon-
sibility and act, as well as his accurate sense of proportion.
And indeed, even in the company’s early years, these char-
acteristics were needed, in conjunction with a strong will-
ingness to change and adjust. As already mentioned, in the
early 1850s the Prussian state canceled its telegraph con-
tract, with drastic consequences for a company that was still
in its startup phase. A sales crisis in the home mar-
ket loomed. But Werner von Siemens and his brothers
stood their ground. They took advantage of the crisis as an
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opportunity to systematically internationalize their com-
pany. They tapped new markets in Russia and England and
soon elsewhere as well. The first crisis was averted, and the
company proved it was able to transform itself and survive.
Barely 20 years later — as has already been described — it
once again demonstrated that it still had these factors for
success, and thus the ability to withstand crises. Laying the
transatlantic cable started out with a whole series of set-
backs and failures. But Siemens didn’t give up, recalled its
core competences, showed again that it could change and
adapt — and in the end, succeeded.

However, the truly great crises still lay ahead. The two
World Wars presented the company with unimaginable
challenges in 1918 and 1945. Twice within a single lifetime,
Siemens lost most of its international markets, patents, and
trademarks. The bald facts and figures scarcely give a sense
of what that actually meant. World War | was bad enough,
as it cost the company 40 percent of its assets, primarily
through the loss of foreign plants and activities. But in
1945, the damage after World War Il was twice as bad:
about 80 percent was irretrievably lost. Not to mention the
irreplaceable intangible damage from the loss of intellectual
capital, faithful employees, and business customers and
partners.

Siemensstadt in World War Il: In 1945, for the second time since
1918, Siemens lost a large portion of its assets and had to start
again — successfully, as the record shows.

A new beginning in the West

After 1945, Siemens achieved something that seemed im-
possible: It rebuilt both in Germany and internationally. It
took the dedication of many and a firm belief in success —
and sometimes even the “courage of despair” — to raise
Siemens out of the literal ruins of World War IIl. Once more,
it was the company’s ability to change that ensured its sur-
vival. As it became evident that the divided city of Berlin
could no longer function as the company’s headquarters,
management quickly decided to relocate the mostimportant
production facilities, and most significantly the corporate
headquarters, to southern Germany. The company's power
engineering unit, Siemens-Schuckertwerke, found a new
home in Erlangen. The headquarters of Siemens & Halske
were relocated to the mansion built by former court architect
Leo von Klenze in the heart of Munich. From now on the
company’s fate would be controlled from Munich and Erlan-
gen. Siemensstadt still survived, and Berlin and Munich are
still Siemens’ primary locations today.
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A new beginning after 1945: Siemens & Halske relocates corporate
headquarters.

The foreign business picked up momentum as well, al-
though it took hard work to recover confiscated international
companies, the ownership of patents, the Siemens brand,
and the former subsidiaries. Here again, a consistent reliance
on core technological skills was a help, as were the per-
sistence and endurance that had already been a characteris-
tic of the company’s founding generation. The results proved
that the decision-makers had been right. Following World
War ll, the company experienced a slow but steady upswing
that returned it to the world markets. The crisis that at first
seemed to mean the company’s annihilation had been over-
come. Adaptability and confidence in its own strength — the
features that made Siemens successful in the first decades of
its existence — helped again.

SERVICE

Siemens, a global player: Siemens employees deliver service in
Bangkok.

Now let's take a leap through time to the new millen-
nium. In 2006 Siemens found itself in a situation that truly
threatened its survival: the Compliance Crisis, one of the
darkest chapters in the company’s history. The development
of the debacle in the 1990s included a massive earnings crisis
and a substantial compliance problem — especially involving
an active attempt to influence customers’ executives and em-
ployees. This unsavory mixture remained concealed for a
considerable time. But during the 1990s and early 2000s, the
signs of trouble began to accumulate. While it’s true that not
all parts of the company were in economic difficulties, and
compliance violations never involved the company as a
whole at any time, the crucial fact is that these factors com-
bined to threaten the entire company. When investigations
by the Munich public prosecutor made the crisis public
knowledge in 2007, Siemens fell overnight into a profound
crisis of trust and survival. A lack of transparency, unclear
lines of responsibility, the absence of a corporate culture that
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could manage these issues, and also — it cant be denied —
the criminal activities of some individuals placed the
company in a situation that was worse than merely diffi-
cult.

Yet here too, Siemens demonstrated its strength. Albeit
late and not entirely on its own initiative, the company
now systematically implemented the necessary conse-
quences. The threat to the company’s survival put compli-
ance work in the center of attention. A large portion of top
management was replaced. With Peter Loscher as CEO and
Gerhard Cromme as the Chairman of the Supervisory
Board, two men were appointed to head the company who
now initiated a rigorous investigation. Along with Josef
Ackermann and Berthold Huber, they set a new course.
Another new appointment was former General Electric
manager Peter Y. Solmssen, the Managing Board member
heading the new department for legal affairs and compli-
ance. He would make a significant contribution to clearing
up the matter. In a record two years, the deeply troubled
company had again become a reliable partner. Full coop-
eration with the American and German authorities resulted
in a relatively mild penalty, though it was still a record fig-
ure. And a compliance system was set up that would
henceforth stand as a benchmark in the German business
world.

Looking back, it becomes clear that this crisis caused
an especially tough change in the company. Peter Loscher
led the company out of the crisis; Joe Kaeser then placed
it on a new track for success. With his Vision 2020 strategic
program and his mission of “making real what matters,”
he set, as he said in 2014, “A clear direction and pointed
out to people in the company what really counts.” Both
CEOs followed Werner von Siemens’ original maxim that
“Acting decisively and vigorously is almost always the best
thing in a critical situation.” Withstanding crises and
the ability to change are therefore among the important
characteristics that have repeatedly strengthened Siemens
over the past 170 years and made it the company it is
today.

Siemens is responsible -
from employees’ first
sharing in company
results to the Business
to Society concept

“Business is based on trust.”

Carl Friedrich von Siemens,
company founder’s youngest son, 1925

Trust and the acceptance of responsibility have always been
the glue that binds people together worldwide — in politics
and society, but also and especially in economic contexts.
After all, “Business is based on trust,” as Carl Friedrich von
Siemens put it in a speech from the 1920s. This insight by

© Siemens Historical Institute 2017

the company founder’s youngest son is still valid today —
indeed, it may well be more valid than ever. Customers rely
on companies that can be trusted and that take responsi-
bility, from the big things to the smallest. Just one example:
More and more people are basing their buying decisions on
whether they can trust the companies involved. If a com-
pany has a reputation for being responsible and trust-
worthy, then as a rule it's also viewed as reliable, secure,
stable, and viable for the future.

But trust doesn’t just come out of nowhere, and cer-
tainly not overnight. Trust takes time and persistence: It
needs to be earned. And trust always has a history. During
its 170-year history, Siemens has always insisted on being
a responsible partner for both its customers and its em-
ployees and therefore earning their trust. That's because —
to cite Carl Friedrich von Siemens once again — “Siemens’
reputation as a company around the world [is founded] not

just on its technical achievements [...], but at least to an
equal degree on the trust that its business friends have in
it [...]. Without presumptuousness, | believe | can say that

there is no company on earth that stands ahead of us in
this regard.” That was undoubtedly quite a claim for Carl
Friedrich to make in 1925 — because he already knew that
trust can be forfeited much faster than it can be gained.
All the same, during the first 70 years of its existence,
Siemens built up a great fund of trust, including among its
employees. Of necessity, Werner von Siemens had to trust
his partner Johann Georg Halske, his brothers, and of
course his employees. He wrote to his brother Carl in 1868:
“l consider it mistaken to interfere in the work of those to
whom the matter must be entrusted.”

The company still relies today on that observation
when it reflects on its ownership culture. That's because
ultimately, the same thing is involved: responsible man-
agement that gives creative leeway based on its trust in
the employees’ ability to do their job and their sense of
personal responsibility. After all, it's the employees whose
work and products continue to earn the customers’ and
society’s trust in the company. That was already important
to company founder Werner von Siemens. As early as
1858, he provided employees with a share in the compa-
ny’s success. It was a step that from a businessperson’s
perspective is merely responsible, and that from the em-
ployees’ viewpoint builds trust, establishes a sense of iden-
tity, and generates motivation for the long term — as is
shown by more than the company’s history alone. This is
where all three factors implicit in the concept of “trust”
come together: attitude, the associated actions, and not
least of all, intention. These are the three factors that are
associated with or that result from a measure intended to
build trust. By giving his employees a stake in the compa-
ny's profits, Werner von Siemens aimed to strengthen their
loyalty to the firm, enhance their motivation, and ulti-
mately increase the success of the business. There's no
question that his decision was guided by strong business
interests. But at the same time, it manifests and under-
scores his intent as a company founder and patriarch to
increase the prosperity of his company and its employees.
And it had the intended effect: staff identification with the
company grew.



Shaping the future | Siemens is responsible

Responsibility a corporate principle

Accordingly, Werner von Siemens continued along the same
path. In 1853 he insured the employees under a specially
established fund for illness, death, and disability benefits.
In the late 1860s, he set up the company’s own pension plan
for the workforce, which by now had reached almost
1,000 employees. In 1872, on the occasion of the compa-
ny's twenty-fifth anniversary, the firm founded a “workers’
and officials’ pension, widows’ and orphans’ fund” that of-
fered the prospect of a retirement pension for employees in
Berlin, London, and St. Petersburg —and this was more than
a decade before the German Reichstag legislated a state
disability and retirement insurance system.

Responsible corporate
management: Werner von
Siemens set up a company
pension fund in 1872.

It's a matter of corporate responsibility to treat people
with trust, whether they’re employees or customers. This is
an essential prerequisite for being treated with trust oneself.
That fundamental concept from the company’s earliest ori-
gins continues in the Siemens Defined Contribution Benefit
Plan (BSAV) that is offered to employees today. It's a volun-
tary social benefit from the company, financed entirely from
corporate capital. But responsible action is also evident in
the company’s close partnership with employee representa-
tives, and not just in Germany. In 2012, Siemens, the com-
pany’s Central Works Council, the IG Metall Union, and the
IndustriAll Global Union signed an International Framework
Agreement on principles of social responsibility under which
the company again declared its commitment to fundamen-
tal workers’ rights. These rights include equal opportunity
and freedom of collective bargaining and association — all
over the world. The company has therefore externalized in
a binding form a commitment that it had already made in
its worldwide Business Conduct Guidelines and enshrined
forits business partners in the Code of Conduct for Siemens
suppliers: a responsible business policy.

Enhancing trust and identification

Back to the beginnings again. The social policy measures
undertaken by the still-young Siemens company were
closely tied to the sense of responsibility and obligation of
its founder, Werner von Siemens. He wrote in his recollec-
tions: “It had become clear to me very early that a satisfac-
tory development of the continually growing firm must
depend on securing the hearty, spontaneous cooperation
of all the workers for the furtherance of its interests.” And

© Siemens Historical Institute 2017

he acted accordingly. In 1858 he paid the Inventurpramie
profit-sharing bonus to employees, as already mentioned; a
fixed amount of the profits was set aside for this purpose
from 1866 onward. In 1872, because of an extra workload
resulting from piecework, he reduced the work day to nine
hours; in 1891 he reduced it again to eight and a half hours.
Werner also acted responsibly on his employees’ behalf
when — as orders collapsed drastically after the end of the
Franco-Prussian war of 1870-71 — he continued to stockpile
product at the plant rather than lay off employees. His re-
sponsible attitude was also attuned to a clear sense of real-
ism. All of his trust-generating, identity-building measures
had to be consistent with the company’s prosperity and
long-term prospects. As the founder of a family firm, he
needed to aim for an organization that would be able to
survive him.

Fair work hours: Siemens
reduced the work day to nine
hours in 1872 and to eight
hours and a half in 1891.

For a responsible entrepreneur like Werner, protection
and concern for the workforce were a necessity in his own
interest. In 1888 the company’s first independent examin-
ing doctor was appointed, the Siemens family physician
Dr. Friedrich Korte. In 1906, a plant medical service was estab-
lished, initially with physicians in independent practice. The
first permanent plant doctor’s office was then established
at Siemensstadt in 1935. The realization that only healthy,
well-rested employees can perform at their best led in the
second and third decades of the twentieth century to the
establishment of a number of employee facilities. Between
1907 and 1915, 973 apartments were built for employees
at various company levels in Siemensstadt. The Ettershaus,
a rest home for employees, opened in 1909; Ahlbeck, an-
other rest home for women workers, opened in 1914; and
in 1922 came the first convalescent home for employees’
children. In 1919 the establishment of a corporate social
policy department created an office to coordinate benefits
within the company. Separate foundations like the Hertha-
von-Siemens-Stiftung and the Antonie-von-Siemens-Stiftung
likewise undertook to provide responsible care for company
employees.

The 1940s represent a dark chapter in the company’s
history. Siemens fell short of its own standards as a val-
ues-based, responsible company during World War Il. It used
at least 80,000 forced laborers between 1940 and 1945,
with all the associated wrongs; this was a violation of
the principles adopted by Werner von Siemens and that still
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represent the Siemens code of values today: namely, work-
ing “to the highest professional and ethical standards” and
being a “good corporate citizen in the societies” where
Siemens operates around the world. With that awareness,
in recent years Siemens has been dealing explicitly with the
topic of forced labor used by the company. In 1998 Siemens
founded its own humanitarian aid fund for former forced
laborers, and some 4,300 applications from those laborers
were processed and payments of about €11.3 million were
disbursed. Siemens is also involved in German business’s
“Remembrance, Responsibility, and the Future” charitable
foundation initiative dating from 2000, through which it
has furnished some €138 million for the foundation’s work.
Between June 2001 and June 2007, the foundation paid
out €4.337 billion to some 1.6 million beneficiaries in al-
most 100 countries, and this included funding for programs
to support the culture of remembrance as well as for fel-
lowships, school projects, and youth support projects. None
of this can make up for the wrongs that were committed,
but it's being done in the awareness that the company in-
curred guilt during World War IlI. In the knowledge of this
historical responsibility, scholarly work on the period is be-
ing planned.

Medical care: A company
medical service assisted
employees in Berlin from
1906 onwards.

Homes for employees:
Siemens began building
apartments for the Berlin
staff in 1907.

Focus on employee health:
The company began building
its own rest homes for
employees in 1909.

Sustainability — a guiding principle

Acting responsibly means dealing properly not just with em-
ployees but also with the social environment and natural
resources. Werner von Siemens defined this mission as part
of the company’s essence when he wrote about 125 years
ago: "I won't sell the future for short-term profit.” That's one
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definition of what today are being discussed all over the
world as the principles of sustainability. Being guided in all
activities and decisions by the principle of sustainability, and
acting responsibly in ecological, economic, and social terms
for the benefit of future generations are some of Siemens’
principal aspirations today.

Striking a balance between these three core realms is one
guideline in Siemens’ sustainability strategy. In ecological
terms, the goal is to use innovative products and solutions to
improve the company’s own environmental balance and that
of its customers; in economic terms, it's to build on long-term
value-added with innovative products and solutions; and in
social terms, it's to commit to the well-being of the compa-
ny’s employees and environs. These goals are also rooted in
the company's history. Even before the now-famous Club of
Rome study on the “Limits to Growth” appeared at St. Gallen
in 1972, in 1970 Siemens took significant steps by establish-
ing the first company-wide central department for environ-
mental protection. Twenty years later, in 1990, environmen-
tal protection found a new anchor in the company when
environmental protection officers were appointed for indi-
vidual company units and — even more importantly — binding
guidelines for environmental protection were adopted. Just
one year later, Siemens established an office for product-re-
lated environmental protection, and in 1992 it signed the 16
Principles for Environmental Management of the Interna-
tional Chamber of Commerce (ICC), committing to imple-
ment those principles. In 1993, the company adopted its first
standard for environmentally friendly product design, and in
1995 it issued the first Siemens Sustainability Report. Ever
since then, all the units of Siemens AG have been audited
regularly according to environmental criteria. Finally, in
2001, the Managing Board adopted the Business Conduct
Guidelines mentioned above, which are mandatory for all
employees and suppliers, and which firmly establish environ-
mental protection as a corporate objective.

Another way that Siemens shows how seriously it takes
its sense of responsibility is that in 2001 it joined the United
Nations Global Compact, the world’s largest and most im-
portantinitiative for responsible corporate management. On
the basis of its 10 universal principles on human rights, labor
standards, environmental protection, and corruption preven-
tion, the Global Compact pursues the vision of an inclusive,
sustainable global economy for the benefit of all people, so-
cieties, and markets. Today more than 13,000 companies and
organizations in civil society, government, and research in
170 countries have adopted these goals. But here again, de-
claring adherence to an obligation is one thing; implement-
ing it and actually living it is something else. Only the latter
will establish trust for the long term. The Compliance Crisis
described earlier also showed Siemens that acting on its own
values and principles means hard, uncompromising work
every day. Company management since 2007 has made this
abundantly clear. The “Business to Society” reports issued
since 2016 show that Siemens is on the right track. The re-
ports evaluate the impact of specific projects, locations,
transactions, and other corporate activities throughout an
entire countries. This is an important basis not just for laying
claim to responsible corporate management but for laying
that claim open to scrutiny. When Carl Friedrich von Siemens
noted nearly a century ago that business activities can only



Shaping the future | The foreground needs a background

be truly successful if they are founded on justified trust, he
stated something that has remained an important guideline
for Siemens corporate management.

Sustainability in practice at Siemens: By 2030 the company will
complete a modern campus in Erlangen that will be the first
COz-neutral Siemens site in the world.

The foreground needs a
background - a look ahead

Innovativeness, a commitment to quality and customers, in-
ternationality, crisis-tested strength, adaptability, and a pow-
erful sense of responsibility: These characteristics have gui-
ded Siemens throughout its history. Over the course of 170
years, they've made it the company it is today. By keeping its
background constantly in mind and acting on that aware-
ness, Siemens makes an important contribution to shaping
the future for the long term. “Whatever we do, it must add
lasting value and deliver benefits — for shareholders, for em-
ployees, for customers, and for our partners in business and
in society.” That appeal by President and CEO Joe Kaeser is
closely allied with the conceptual world of company founder
Werner von Siemens, who impressively established the prime
imperative of his still-young company when he said, “ won't
sell the future for short-term profit.”

Coming equally from the two poles of Siemens history,
in this way the past and the present inscribe a forward-look-
ing principle in the company’s DNA: Shape the future for the
benefit of those you work for and who are relying on you. Or,
as Werner von Siemens wrote to his wife Mathilde in 1854:
“There is powerful magic in the words ‘l want,” if it is meant
in earnest and if there’s conviction behind it!”
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Questions? Comments?

We'd be happy to hear from you.
Here’s how you can reach the team
at the Siemens Historical Institute:

Siemens AG

Siemens Historical Institute
Nonnendammallee 101
13629 Berlin, Germany

Ramona Schmidt
Telephone: +49 (0)30 386-55882
Email: shi@siemens.com

[J siemens.com/history

More information
For additional current information,
as well as directions, visit:

] siemens.com/shi

Please give us some advance notice before
visiting our archive so we can prepare for your
work in the best possible way.
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