NES Notes

· NES multinational company headquartered in Germany

· Lin Chen government affairs co-coordinator at NES AG Beijing Representative Office

· In order to facilitate the approval process, she had suggested giving gifts to government officials.  But her European colleagues, Steinmann and Dr. Perring, disagreed because they thought such conduct would be bribery and would violate business ethics.

· NES had businesses in more than 100 countries with over 120,000 employees.

· NES’s business in China dated back to 1889.

· Incredulous that they were not more familiar with cross-cultural problems and how business is done in China considering the last two facts.

· NES Codes required employees to pursue the highest standards of business and personal ethics.
· NES emphasized long-term mutual benefits and corporate social responsibility
· First German company to initiate a scholarship program for young Chinese academics to study in Germany.
· In 1997, it had 10 German expatriates and more than 40 local staff in nine business units.
· Establishing a China holding company was advantageous because, unlike a representative office, a holding company had its own business license and could therefore engage in direct business activities.
· Disadvantages: 
· a Chinese holding company could not balance foreign exchange accounts freely and consolidate the taxation of NES’s Chinese enterprises
· setup efforts and costs were high
· Once the China holding company had received its business license, within two years, NES AG would have to contribute a minimum of US$30 million fresh capital to it.
· European top Chinese employees happy about the idea as it would give them more responsibility and authority
· Chen, a native Chinese, was a 28 years old, she too would benefit if the Holding company was created.
· China’s economy is still based on relationships
· guanxi = interpersonal connections based implicitly on mutual interest and benefit
· Co-operation leads to mutual benefits.
· “red envelopes” stuffed with cash and overseas trips were considered acceptable gifts by some.
· While sharing benefits with officials is normal business conduct in China, it is interpreted as unethical and abnormal in the West.
· Should a foreign company impose the home country’s moral principles wherever it operates or should it do what the Chinese do when in China, and, if so, to what extent?
· Chen’s former colleague, Mr. Zhu, who had close personal guanxi with the Central Department aided Chen and thus NES.
· Our intent (According to Chen) is to motivate officials to handle our application legally but without delay.  I see no serious ethical problem.
· Dr. Perrin understood the importance of guanxi as an informal solution to Chinese bureaucracies.  So Chen could take one of the two officials out for dinner and give the gift of a CD player, but thought this was still going too far.
· Zhu says, never expect to get things done quickly and RMB3,000 (US$360) for each official would be enough.  He also said don’t make me lose face.
· Germans/French think it is bribery even if it goes through a third party.
· renqing = social or humanized organization
· mianzi = the notion of face
· renqing & mianzi more important than NES’s business ethics according to Chen
· Officials kept making more and more demands for revisions, which the Germans completed, they were clearly being given the run around.
· In April 1998 submitted newest revised application
· If it was not approved everyone would miss out on career advancement.  Timing had become a major issue.

In cases always think which dimensions (Individualism, Power Distance, uncertainty avoidance, masculinity) are important to the problem/situation.
