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German Heritage, Americanized Future: Siemens 
Seeks Opportunities And Skills in the New World  
By CLAUDIA H. DEUTSCH  

Klaus Kleinfeld has a dream: he is returning from one of his myriad trips abroad, and a customs official 
at Kennedy Airport asks him where he works. ''Siemens,'' he answers.  

''In reality, they usually respond with, 'Oh, you mean the furniture company,' '' said Mr. Kleinfeld, chief 
operating officer of the Siemens Corporation, the American arm of Siemens A.G. and no relation 
whatsoever to those ''see Seaman's first'' guys. ''My dream is that, soon, they'll say, 'Oh, you're the 
innovators, the guys who make those great gas turbines and those machines that let a doctor see your 
heart.' ''  

Siemens is working hard to make that dream come true. For three years, it has been pressing to 
Americanize this quintessentially German company, well known in Europe as an engineering and 
telecommunications powerhouse. The goal is to make it a name that, if not as well known as its 
archrival, General Electric, is at least in the same league.  

It will be no small task. Like G.E., Siemens is a conglomerate, in businesses as diverse as power 
generation, medical equipment, light bulbs and mobile phones. But G.E.'s name is plastered on almost 
everything it sells. Though many Siemens brands -- Westinghouse, Osram Sylvania and such -- are well 
known, their connection to Siemens is not.  

There is more at stake than corporate ego. On March 12, Siemens listed its American depository receipts 
on the New York Stock Exchange. Now it must not only persuade American customers to view Siemens 
as a one-stop shopping place; it must persuade American investors that it belongs in their portfolios.  

Siemens, a 154-year-old company based in Munich, has been reinventing itself, shedding lackluster 
businesses and buying new ones, and judging all its operations on profits, not just sales and 
employment.  

''We've gone from being basically an employment company to being a shareholder-value company,'' 
Gerhard Schulmeyer, chief executive of the United States unit, said. ''In other words, we've 
Americanized.''  

Siemens is following in some big European footsteps. Companies like Bertelsmann and ABB already do 
business in English. And in recent years, European auto, chemical and pharmaceutical companies have 
snapped up American companies. Daimler's purchase of Chrysler and the creation of Hoechst Celanese 
are just two examples. And management methods have long been one of the biggest intangible exports 
of the United States.  
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Siemens is trying to catch up. In the last three years, it has spent $6 billion to buy American companies, 
bringing its United States revenues to $16.2 billion last year -- 22 percent of its total $73.8 billion.  

Just last month it agreed to spend an additional $1.5 billion for Efficient Networks Inc., a maker of 
modems in Dallas. Although Siemens operates in 193 countries, nearly 20 percent of its 460,000 
employees are in the United States -- not that many fewer than the 24 percent in Germany. And the 
American presence will probably increase: Siemens forecasts $25 billion in United States sales by 2004. 

Until recently, though, all the American companies in the Siemens family operated as separate fiefs, just 
coincidentally huddled under the same umbrella. For example, their sales forces were not encouraged to 
cross sell, even though someone buying, say, a Westinghouse turbine could logically also be in the 
market for Sylvania lighting systems.  

''The businesses grew tremendously, but not as one company,'' Mr. Kleinfeld said.  

Siemens is now setting up shared back-office facilities in the United States so that the different 
businesses can share the costs of common functions like processing payroll, and use combined strength 
to buy common items like insurance. It also just opened a center in Atlanta to help the American units 
incorporate Internet technology.  

This year it asked its 100 highest-level unit executives to prepare game plans for increasing their sales in 
the United States. The exercise culminated in a five-day meeting in Boca Raton, Fla., in February at 
which each of those business leaders presented a plan to the corporate executive committee.  

''We wanted to be sure that everyone is in alignment on this idea of getting better known in the U.S.,'' 
Mr. Kleinfeld said.  

Participants found the meeting pretty intense. ''We were asked to set goals that not only targeted year-
over-year growth, but that were aimed at closing any value gap between us and our closest competitor,'' 
said Randy H. Zwirn, president of the Siemens Westinghouse Power Corporation, and the first 
American to sit on the executive board of the company's global Power Generation Group.  

The Americanization process is also crossing the Atlantic back to Europe. Siemens A.G. has adopted 
American accounting principles and made English its official language. It is also issuing quarterly 
reports that break out profitability by operating group. ''In Germany, accounting principles are driven by 
saving tax, but American shareholders want to see profits,'' said Mr. Schulmeyer, who will retire as 
American chief in September and hand the title to Mr. Kleinfeld.  

Indeed, Siemens is now judging its businesses in terms of their ''economic value added'' -- that is, 
measuring the efficiency with which each unit invests its capital. It is basing 60 percent of the 
compensation of its top managers on the economic-value-added performance of their own units and of 
the business groups to which those units belong. And it is offering stock options as part of managerial 
compensation, even though options are heavily taxed in Germany.  

It has even picked up the American penchant for lobbying. Until recently, Siemens's Washington office 
existed primarily to advise the home office on the way political and economic winds were blowing. But 
in June, Siemens hired as its chief lobbyist Gregg Ward, a lobbyist for the Chicago Mercantile Exchange 
and a former assistant secretary of energy under the first President Bush.  

Mr. Ward dismissed many of the academicians that had populated the office, and replaced them with 
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seasoned lobbyists. Right now, he said, they are ''deeply engaged'' in trying to influence energy 
legislation.  

''Siemens Corp. is still perceived around here as the subsidiary of a German company,'' Mr. Ward said. 
''We want to position ourselves as an American company with a proud German heritage.''  

As recently as five years ago, Siemens executives would have been stunned by any intimation that the 
heritage needed tinkering. Back then, management was satisfied as long as the employment rolls and 
patent counts stayed high.  

''We were driven by pride in our engineering process, not in our bottom line,'' said Mr. Schulmeyer, who 
joined Siemens in 1994 and became its American chief in January 1999.  

It showed. James Stettler, an analyst with Dresdner Kleinwort Wasserstein in London, recalls that in the 
mid-90's, when G.E. had operating margins of 18 percent in power generation and 14 percent in medical 
systems, Siemens's margins in those units were 0.7 percent and 7 percent. ''They just never focused on 
costs,'' Mr. Stettler said.  

Shareholders grew impatient, and by 1996 many were asking Heinrich von Pierer, Siemens chief 
executive, to resign. In the United States, that might have presaged an ouster; in Germany, he got a 
second chance.  

From 1995 to 1998, Dr. von Pierer cut some 13,000 people from Siemens's payroll. By law, German 
companies must pay extremely high severance, and the job cuts cost Siemens nearly $3.2 billion.  

Then, Siemens started cutting low-growth businesses. It sold its retail arm, its electromechanical 
components, its power-cable business. All told, Siemens sliced businesses that had accounted for $19 
billion in annual revenues.  

Shareholders applauded. Indeed, while Siemens's income has gone up nearly 150 percent the last three 
years, its share price in Germany has tripled.  

Siemens has introduced a $25 million advertising campaign aimed in good part at persuading American 
investors to view it favorably. But it will not be an easy sell. For one thing, Siemens lost $100 million in 
the United States last year. The loss was primarily an accounting quirk, the company says, resulting 
from write-offs of good will associated with its buying binge. Still, in this jittery market, red ink is a red 
flag.  

Siemens's timing was off in other ways, too. It listed its American depository receipts just in time to join 
in on one of the most precipitous market dives in years. And to make matters worse, Infineon 
Technologies, a semiconductor company in Munich that is 71 percent owned by Siemens -- and that of 
late has accounted for about a quarter of Siemens's income -- issued a profit warning the day after 
Siemens's A.D.R. listing.  

Siemens was barraged with questions from reporters and investors. In a terse news release the day after 
it listed, Siemens insisted that it would still show double-digit sales and earnings growth this year. Still, 
the market punished Siemens badly. Its shares, which opened at $112.25, closed at $110 that day; 24 
hours later, they were down to $106.75. They rose $5.45 yesterday to close at $104.75.  

''In this world of uncertainty, even though Siemens has done well, it will take more changes to excite the 
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market,'' Mr. Stettler said.  

Sustained growth may prove elusive. Some of the company's units are robust -- the clamor for turbines, 
for example, has the plants of the power generation unit working at full tilt. Its medical equipment 
division, which makes high-ticket items like CAT scanners and magnetic resonance imaging devices, 
has gone from being a money loser to operating with margins as high as 13 percent. Its lighting and 
various automation units are doing fine, too.  

But Infineon remains a major drag, and Siemens's mobile phone unit may soon be one as well. Sales 
around Christmas -- usually a strong selling time for mobile phones -- were disappointing throughout 
Europe, still the most important market for Siemens, and European analysts say phone sales continue to 
soften. The weakening European economy has already bruised Nokia and Ericsson, Siemens's prime 
competitors, and many analysts say that it is a question of when, not if, Siemens will suffer, too.  

Even Siemens's fans are nervous. ''They've set ambitious goals,'' said Chris Heminway, an analyst with 
Lehman Brothers in London, who advises clients to buy the stock. ''But they'd be more easily achievable 
in an environment when everyone is investing in capital equipment.''  

Correction: March 29, 2001, Thursday Because of an editing error, a picture caption in Business Day 
on Tuesday with an article about efforts by Siemens of Germany to become better known in the United 
States misstated the company's financial results. The $16.2 billion figure represented revenue from 
American operations last year, not profit.  
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