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The nuclear business of Siemens

,,Der Spiegel,, quotes Siemens CEO Heinrich von Pierer as saying that the nuclear business
accounts for 2 percent of the business but for 95 percent of his troubles. He never made that
statement, but it is true that the nuclear business at slightly above DM 2 billion contributes
only 2 percent to Siemens' annual turnover. As far as the troubles are concerned, Mr. von
Pierer would be all too happy if he had practically no other problems to handle. So far, the
nuclear business has been showing quite a satisfactory level of profitability. But for the last
decade its volume has stagnated while the fossil power business has expanded significantly.
Whereas nuclear made up 75 percent of the power generation business in the 1970s and
1980s, it is now at a level of 20 percent.

A further noteworthy trend is that KWU managed to compensate its shrinking business
volume in Germany by expanding abroad, mainly in the area of large modernization and
safety upgrades so that over the last few years the foreign share of its nuclear business has
grown to 50 percent. Contrary to the perception of some NGOs, it is not mainly the Russian-
design reactors but Western reactors that provided KWU with more opportunities.

The structure of Corporate Communications

The communications organization at Siemens is rather complex. Matters related to the
company as a whole are dealt with by the corporate headquarter in Munich. Topics related to
the individual Business Group are handled at Group level. For this purpose, each of the
17Groups has its Group communications organization responsible for internal and external
communications - including, if appropriate, political relations. The Group's press office
reports at the same time to the Group president and the corporate press office. In case of
conflict, the matter has sometimes to be transferred to management level.

As a consequence of the political relevance of energy technology, KWU has a public
relations department addressing a broad spectrum of stake holders, runs a quarterly
magazine on energy and environmental policy called Standpunkt, (ViewpoinQ and has,
with a staff of five, the largest press office of all Siemens Groups. These entities also
contribute to the corporate media for internal and external communications.

The role of Siemens in the nuclear debate in Germany

When the nuclear controversy in Germany reached its first culmination in the mid-1970s,
Kraftwerk Union, the forerunner of what is now the Siemens Power Generation Group
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(KWU), automatically became a leading voice on the pro-nuclear side because, as turnkey
contractor for most of Germany's NPPs, it had the deepest knowledge of the technology
whereas the owner/operator side was and is organized in several utilities.

In 1975, Siemens hired the then general manager of Deutsches Atomforum, Dr. Werner
Rudloff, and set up a department Kernenergie und bffentlichkeit, (Nuclear Power and the
Public) which engaged in massive campaigning in the form of lectures, discussions and
leaflets, participating with KWU experts in up to one thousand events per year. More than
one hundred KWU experts got discussion training and spent many evenings and weekends
in organized events or street discussions, with strong participation of works council
members. KWU president Klaus Barthelt became a kind of ,Mr. Nuclear,, for the media,
Siemens Supervisory Board president Bernhard Pleftner wrote several booklets defending
the merits of nuclear power.

The anti-nukes at that time consisted mainly of NGOs without major support in the parties
represented in the Bundestag. Their roots were the peace movement and the APO
movement of 1968. In spite of violent protest at several nuclear sites (Wyhl, Brokdorf,
Grohnde), the Social-Democratic/Liberal government headed by Helmut Schmidt defended
the expansion of the installed nuclear generating capacity, even during the critical years
following the Harrisburg accident of 1979, and in 1982 gave their green light for the
construction of the three so-called Convoy plants.

Til then, nuclear power had not really been a controversial issue within Siemens, neither at
Board level nor among the ordinary,,Siemens citizens,,. KWU was one of the ,cash cows,, of
Siemens, and one could be proud of the outstanding safety of its NPPs.

But the situation was far from idyllic. In 1982, the Social-Democrats were already split on the
issue of nuclear power, and this contributed to the collaps of the government coalition. Once
in the opposition, SPD took a more and more fundamental anti-nuclear course, years before
Chernobyl. The Greens had gained representation in the Bundestag and had occupied
central environmental topics, challenging the leadership of SPD in certain political biotopes.
The Chernobyl accident finally triggered the SPD party congress resolution of August 1996
to call for a nuclear phase-out within ten years.

The Chernobyl catastrophe caused a credibility gap for German authorities, utilities and
Siemens likewise: How could one believe that nothing comparable could also happen in the
West? The smallest common denominator for public opinion was found by the Christian-
Democratic/Liberal government by calling nuclear a Jransitory form of energy to be
substituted as soon as possible,,. In this way the undisturbed completion of the ,Convoy
plants. was assured. It took indeed years to convince the general public that the differences
in reactor safety between East and West were not marginal but fundamental for reasons of
design, maintenance and safety culture.

During the first years following the Chernobyl accident, many people at Siemens through all
hierarchical levels started to consider KWU a burden for the image of Siemens. Doubts
about the value of the nuclear option spread also within the company. Outside the company,
the KWU engineers who had once been the spear-head of progress, now felt like pariahs,
and their children suffered all kinds of insults and aggression from their school-mates and
often enough from teachers, too.

Knowing that the future of the company was at stake, KWU set up, immediately after the
Chernobyl accident, a task force that studied the physics of this reactor and made all their
findings available to the external and internal public. As soon as the Soviet Union had
decided to open itself to cooperation with the West and, in particular, since the unification of
Germany, Siemens/KWU, in cooperation with the German Reactor Safety Institute (GRS),
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analysed the safety deficiencies of the different generations of the VVER and proposed, in
1991, an international safety improvement program for VVERs which was submitted to the
G7 meeting by the German government.

At that time, the present chairman and CEO of Siemens, Heinrich von Pierer, was KWU
Group president. He proposed publicly to close as soon as possible the Chernobyl-type
reactors and the first-generation VVERs. This clear language greatly helped to re-establish
KWU's external and internal credibility as did the fact that KWU vigorously expanded its non-
nuclear businesses and heavily invested in photovoltaics. On the other hand, it certainly did
not please the Russians and therefore did not serve KWU's business interests in Russia.
Nevertheless, Siemens/KWU managed in the following years to build up a broad-based
cooperation with Minatorn companies in the field of reactor safety and segments of the
nuclear fuel cycle.

The Siemens boycoft

In 1993, two anti-nuclear organizations in Germany, namely BUND and the German section
of IPPNW, started campaigns against Siemens'commitment to nuclear energy hoping that a
phase-out could be brought about if Siemens gave up its nuclear business. They called the
public to boycott Siemens consumer goods, and IPPNW sent letters to all medical doctors
requesting them not to buy Siemens medical equipment as long as Siemens didn't abandon
nuclear technology. They speculated that economic pressure would force Siemens to give in
on nuclear.

As a matter of fact, the boycott campaign had no measurable effect on the business of
Siemens - an excellent proof that public opinion did not turn against Siemens' involvement in
nuclear technology.

Siemens responded by holding a top level meeting with these organizations. The chairman
of the Supervisory Board of Siemens, Hermann Franz, aended the meeting and explained
why Siemens considered its involvement in nuclear technology ethically justified. Until today,
Siemens maintains a dialogue with such organizations at various levels.

In the same way as with the German utilities, several anti-nuclear organizations use the
annual shareholders assembly of Siemens as a rostrum for their critique of Siemens'
business policy. Permanent topics are alleged safety deficiencies of NPPs built by Siemens,
radiation exposure of Siemens employees, Siemens involvement in safety improvement of
VVERs and R&D for new reactors instead of the promotion of energy saving and
regenerative energies.

A special case is the anti-Siemens campaign of the Austrian organization Global 2000,,
demanding the abstention of Siemens from safety upgrades at the Mochovce and Bohunice
NPPs in Slovakia. The situation in Austria is delicate. It is an official goal of the Austrian
government to have a nuclear-free Central Europe,,. The Austrian government has invested
a lot of effort to prevent the completion of Mochovce. Siemens Austria is one of the largest
foreign operations of Siemens, and it was therefore mandatory that the image of Siemens in
Austria was not damaged. We managed to get the message across that Slovakia would
complete Mochovce by all means and that it was in the interest of the citizens in East and
West that Siemens, in a consortium with Framatome, brought Mochovce to an international
safety standard. The German government gave political support and Hermes export credit
guaranties.
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At the beginning of the boycott campaign, the Siemens response was masterminded and
administered by Corporate departments for public and political relations. Later on, the
respective KWU departments were put in charge.

The internal audience: More a chance than a problem

Siemens employs worldwide more than 400,000 people, out of which 190,000 work in
Germany. Assuming that everyone of them has closer contacts and credibility with, say, 0
people - relatives, friends, members of sports clubs and so on - the penetration of the
Siemens work force could easily amount to 1 0 million out of 80 million. The employees are
therefore the most important multiplicators. Whether they defend the company policy or not
is of critical relevance.

Siemens employees underly the same opinion trends regarding nuclear energy as the rest of
the society, but with some exceptions: Most of them have a positive aitude towards
technology and technological progress, trust the work of other segments of Siemens and
identify themselves with their company.

Based on this understanding, the internal media have been used continuously to discuss the
pros and cons of nuclear power, the company visions for energy technologies and the
company strategy in the energy field. Every employee gets the monthly SiemensWelt,
managers and communications people get a variety of newsletters, leaflets and handbooks
describing the company policy and commenting on political trends related to areas of activity
of Siemens. Nuclear energy and the Siemens boycoft also figure on the agenda of seminars
for managers. More recently, the intranet has been put to serve this purpose, too. Last but
not least, the media transport Company messages to employees.

Siemens and the phase-out policy of the new Red-Green government

In its Coalition Agreement, the new red-green government established the goal to initiate an
jrrevokable,, phase-out of nuclear power. In the same way as the utilities, Siemens
acknowledges the primacy of politics but doesn't share the opinion of the government. In our
view, this policy is in conflict with other goals to which the new government has assigned
priority, in particular: reducing unemployment and curbing C02 production. We therefore
believe that the phase-out policy cannot be maintained in the long run. Our aims are to keep
damage to the existing fleet of NPPs in Germany to a minimum, to maintain our freedom of
action in foreign markets and to keep the door open for new reactors.

Our basic message is: Nuclear power is a key element for sustainable development. It is one
of the options we have to develop further and to pass on to the next generation - leaving it
for them to decide to what extend they want to use it.

Conclusions

1 A political,, technology like nuclear necessarily leads to a high profile in the public. As the
No. nuclear supplier in Germany Siemens doesn't have the option of a low profile.

2. As a consequence, the nuclear business gets unproportionate aention in the public.
Siemens has to take this into account in order to assure its other business areas enough
visibility.
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3. For public relations on nuclear power, the internal audience is as important as the
external one. Because of the large work-force of Siemens, internal communications have
a significant multiplicator effect for the external audience.

4. A broad spectrum of non-nuclear activities doesn't make a company like Siemens more
vulnerable to public pressure than a mono-structured company. On the contrary: The
high prestige gained in its other business fields makes it easier to defend the nuclear
business as equally respectable, and the broad and balanced spectrum of energy
technologies increases the credibility of its position on nuclear power.

5. Anti-nuclear groups have been unsuccessful in their efforts to bring about public
pressure on Siemens to abandon nuclear technology. This is the best proof that there is
no strong public oposition to nuclear energy.
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