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— Interview with Professor Li Musong, the Vice-Chairman and Mr. Gu Jiandang, the General
Manager of Phoenix Contact Asia-Pacific (Nanjing) Co., Ltd.
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BIEEKZTEMEIE  Professor Li Musong, Vice-Chairman
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B —{K{(SEWE  Ms. Wu Di, Deputy Minister of Education Department,

inspected Phoenix’s Laboratory of Management and Control Integration in
Tianjin Light Industry Vocational Technical College, 2005
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2007 £EREHBESHE AR BKERMER (£2) HBHEENELE
AT ESFHF Y Professor Li Musong (Left second), Vice-Chairman
of Phoenix Contact China attended the Sixth Annual Conference of National
Corporate Culture, 2007
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HEFELIZEK 2007 Nan Jin City Entrepreneur Active Day ——General
Manager Mr. Gu Jiandang (Left second) was awarded Nan Jin City Excellent
Entrepreneur

subsidiary of German firm the Phoenix Contact Group in
China. Founded in 1923, the Phoenix Contact Group is a
universally-acknowledged "World-Leader" in electrical contact
technology, electronic interface as well as industrial automation.
In 1993, it invested jointly with the Electric Power Automation
Research Institute of the National Electric Power Company of
China (NARI) in setting up Nanjing Phoenix Contact Co., Ltd.
Later on, the investment was increased to set up Phoenix Contact
Asia-Pacific (Nanjing) Co., Ltd., Shanghai Phoenix Contact Co.,
Ltd. and Nanjing Phoenix Contact R&D Engineering Center Co.,
Ltd. All these four companies are collectively called Phoenix
Contact (China) Holding Co., Ltd. (PC-CN), serving as the
business headquarters and the R&D, distribution, manufacture,
market and information technology center for Phoenix Contact
Group in the Asia-Pacific Region. Currently these four companies
cover an area of 94,000m?, with a registered capital of over 39
million U.S. dollars. All of their over 1,100 employees, either
managers or common workers, are recruited among the locals,
and contribute a annual sales revenue as high as 1.2 billion
RMB.
Why PC-CN is able to make such remarkable achievements
in China? Just as the president Li Musong put it, "the fulfillment

Phoenix Contact Asia-Pacific (Nanjing) Co., Ltd. is a
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Qualification China 2008 held in Phoenix Contact China

of social responsibility must go hand in hand with the enterprise
development strategy". At the 10th anniversary of China's entry
into WTO, we interviewed with Professor Li Musong and the
general manager Gu Jiandang from Phoenix Contact Asia-Pacific
(Nanjing) Co., Ltd. about the social responsibility of enterprise.

According to Li’s introduction, the enterprise social
responsibility refers to keeping a good relationship among
employees, customers, society and investors; in other words,
unifying the benefits of the four, integrating the responsibility
for employees, customers, society and investors into the
enterprise management concept and reconstructing the
enterprise management rules and values, which are also the
fundamental reason for PC-CN's success in China.

As a foreign-funded enterprise, how PC-CN has dealt with
the relationship among employee, customer, society and
investor? Li and Gu concluded into the following four aspects:

I. Responsibility for employees
PC-CN has been upholding the principle of emphasizing

social commitment, uniting theory and practice, putting
people first, stressing both ability and integrity and pursuing
harmonious development and has been advocating the mutual

R
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The 15th Anniversary Celebration of Phoenix Contact China, 2008

responsibility between employee and enterprise so as to achieve
their common development.

PC-CN has established sophisticated and reasonable salary
and welfare systems to accommodate the development of the
company. In addition to "five insurances and a fund type", i.e.,
endowment, unemployment, hospitalization, job injuries, and
maternity insurances and house accumulation fund, PC-CN’s
employees also enjoy enterprise annuity, commercial medical
insurance, all kinds of welfare and allowances as well as paid
vacations exceeding the legitimate standards. Certain fees are
allotted for employees to keep fit and make a tour annually so
that they may tour both at home and abroad. When an employee
purchases a private car or a motorcycle, the company will grant
certain amount of one-off car-allowance and petrol-allowance
monthly. Those who live in the urban areas are provided with
excellent and comfortable regular buses and those who live in
Jiangning District are provided with traveling allowances. PC-CN
dedicates itself to constructing benevolent, equal, relaxed and

M ULTINATIONALS IN CHINA
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HiokE=H (F—)  Professor Li Musong (Left second), Vice-Chairman
of Phoenix Contact China interviewed Mr. Zhu Shanlu (Right first), the
Secretary of Nan Jin City

harmonious working and living environments for the employees.
Spatial office buildings, workshops, canteens and a fitness center
were built according to high requirements and standards. High-
quality professional cleaning service is provided to create
superior working environment which is lovingly cared by the
gardeners; flowers bloom and the green grass displays splendor
of vitality everywhere all the year round. The company provides
comfortable and beautiful dining environment cooperates
with professional food suppliers in order for the employees to
share high-quality, nutritious and delicious food. The company
also cares for employees’ health and their families. PC-CN
gives education award to employees’ children who will enter
university for further study; it also sets up emergency aid fund
for employees and at present it has given hands to 19 employee
and their families. PC-CN is convicted that it is impossible for its
development the strong support from the families.

When talking of responsibility for employees, Li said, "Five
years ago, we signed the UN Global Compact independently as
a German company registered and operated in China. However,
at that time the headquarters told us that it was not necessary
for us to join. But I insisted 'No, we should shoulder this
responsibility because we are registered and operated in China'.
We also noticed that there was no subsidiary of multinational
group in China had ever joined before us. Therefore, I thought
that was the moment we should stand up to protect workers
and environment, comply with morality and reject commercial
bribe, which are also our obligation. In my view, the first a
foreign-funded company shall do is to protect its employees. If a
company can't even protect its own employees, you will expect
no social responsibility from it."

Gu added, "When confronted with financial crisis in 2009,
we formulated "Winter Strategy". On behalf of the company, I
declared PC-CN's 'Four No' promises: no economical downsizing,
no economical salary-cut, no change on strategic investment in
China and no change on China market and customer. The 'four
promises' expressed PC-CN's confidence and resolution in its
development in China, namely standing unremittingly together
with the nation, the people, the copartner and the employee to
get rooted in China."

Il. Responsibility for customers
The key of responsibility for customer is to provide the most

advanced and top-quality products and service for customers.
PC-CN provides customers with the world's most advanced
Industrial Connection Technology-CLIPLINE, PCB Connection
Systems-COMBICON, Industrial Connectors-PLUSCON, Signal
Converters-INTERFACE, Surge Voltage Protection Systems-
TRABTECH, and the world-class integrated Ethernet and
INTERBUS Systems, and so on. Since 1999, PC-CN has been
certified by the ISO9002 Quality System. The ISO9001 Quality
System and products are widely applied in many industrial fields
such as electric power, electronics, communications, machinery,
constructions, petro-chemical industry, aviation, transportation,
railway, auto manufacturing, logistics and electrical device, etc.
Many famous companies have become customers and partners
of Phoenix Contact China, such as China Telecom, China Mobile,
China Unicom, Guodian Nanjing Automation, Beijing Sifang
Automation, Xuji Electrics, Dongfang Electronics, Tsinghua
Ziguang, Shenzhen Huawei, Zhongxing Telecommunications,
Yunnan Hongta Group, ABB, Siemens, Siemens, Nari Group
and SUPCON, etc. field INTERBUS control system of PC-CN has
been applied by three China auto companies, including FAW-
Volkswagen, Shanghai Volkswagen and Dongfeng Group.
Meanwhile, PC-CN provides TRABTECH surge voltage protection
system with independent intellectual property, which is
welcomed by various industries in China. Bearing in mind the
principle of Customer First and the philosophy of Inspiring
Innovations, PC-CN has set up 22 offices across China and has
been in partnership with over 100 distributors, offering first-
class products and high-quality services to customers of all
works of life. PC-CN has been universally acknowledged "World
Market Leader" in electrical connection technology, electronic
interface and industrial automation.

When mentioning responsibility for customers, Li stressed,
"The relation between PC-CN and customer is simply like fish
and water. If there is no trust and support from customers, PC-
CN will never make today's achievements. Thus, PC-CN regards
the success of customers as its own success. Moreover, since
PC-CN's customers are mostly enterprises involved in national
major economic fields, to be responsible for customers will be
our most direct and most practical responsibility for society. In

2009 R TR SRS B A Bl
Opening Ceremony of Phoenix Contact China Stamping Workshop, 2009
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China Enterprise Directors Association.
Environment protection is not only China's
fundamental national policy, but also an
important social responsibility of enterprise.
The notion of environment administration in
PC-CN is: overall process management through
continuous improvement to save resources and
energy, reduce and prevent pollution, enhance
environmental management level and raise
environment quality. Our aim of environmental
protection is to realize 5R principles: Recycle
(reclamation of the resources before reutilization),
Reuse (reutilization), Reduce (resources saving for
more effective utilization), Repair (reutilization
after being repaired) and Refuse (refusal of
purchasing products not conforming to the
requirements of environmental protection). Since

Ms. Li Ling (Left fifth), Director of Treaty and Law Department of Ministry of Commerce of ~ its establishment, the company has brought

China, inspected Phoenix Contact China, 2009

other words, the aim of "putting customer first" has embodied
PC-CN's social responsibility.

IIl. Responsibility for society
PC-CN has been adhering to the tenet of "boosting the

Chinese national spirit, serving the society and the public,
building a harmonious society". Meanwhile, we take the
initiative to fulfill citizen's responsibility and do our best to
repay the society in order to achieve common development and
"won-win" with interested parties.

Since its founding, PC-CN has rooted in China on the basis
of "being an excellent corporate citizen". In 1995, the "Society-
Repaying Group" was founded, but its name was changed into
"Society-Repaying Foundation" in 2007, which earmarked a
special fund for boosting the national industry, protecting
environmental, supporting national education, relieving disaster
and assisting disadvantaged groups.

It is a significant content of enterprise social responsibility
to comply with international and national laws. PC-CN operates
in strict accordance with laws and pays taxes with great
integrity. Since 2000 for 10 consecutive years, PC-CN has paid
10 thousand RMB of taxes to the state, accumulating over 450
million RMB in total and even over 100 million RMB in a single
year 2008. PC-CN is a high tax-paying enterprise in Nanjing and
one of the Ten Exemplary Tax-paying Enterprises in Nanjing.
For many years in succession, PC-CN has been rated as Jiangsu
Provincial Key Foreign-funded Industrial Enterprise, Nanjing
High-tech Enterprise, Nanjing Exemplary Foreign-funded
Enterprise and Nanjing Exemplary Foreign-funded Enterprise on
Management. In 2007, it was evaluated as A-class Taxpayer. PC-
CN was awarded the Company with Outstanding Contribution
in National Credit System Construction at the Fifth China's
Enterprise Credit Forum held at the People's Great Hall in
Beijing; the China Honesty Golden Cup jointly conferred by the
State-Owned Assets Supervision and Administration Commission
of the State Council, the Ministry of Commerce, and the State
Administration for Industry and Commerce; the 2006 China's
Excellent Credit Enterprise and the 2010 China's Excellent Social
Responsibility Enterprise by China Enterprise Confederation and

environmental protection into enterprise

development strategy and embodied it in
operation decision-making and management process. We attach
great importance to environmental protection in respect of
energy saving, carbon emission reduction, waste discharge,
water and electricity saving, selection of raw materials,
application of packing materials as well as improvement of
employees' awareness of environmental protection. In 2003,
PC-CN passed the certification of environmental management
system ISO14001 and started to implement RoHS in 2005. In
Jun. 2008, PC-CN won the honorary title of "Green Enterprises
of Environmental Protection in 2007".

Education is related to the nation future and is the
foundation of economic and social development. Phoenix contact
China treats various educational undertakings as its compulsory
social responsibility and the whole company has held a number
of student-aiding activities through different channels.

The company started donating to Project Hope in 1994
when it was founded, helping 10 poor dropped-out children
go back to school; Li paid keen attention to Project Hope and
one of his proposal on Project Hope was given an appraisal
as Excellent Proposal in 1994 by Nanjing Municipal People's
Congress and People's Political Consultative Conference; Since
2003, the company has started to support elementary education
in backward areas through building Primary School Hope, and
Phoenix Contact has sponsored 8 Primary Schools Hope by the
end of 2007; in 2009, it began to held student-aiding activities
in Tibet.

Moreover, the company has also devoted to supporting
social disadvantaged groups, solving problems for them and
improving improve their living quality which contributes a lot
to help the disabled and construct harmonious society.

PC-CN also regards providing relief to disaster-stricken
areas an a significant social responsibility. In 1998 when Jiangsu
province suffered rare floods, the company donated RMB and
relief supplies to Disaster Relief Office, amounting to 200,000
RMB. After Wenchuan Earthquake happening on May 12th 2008,
the company actively joined the rescue work and donated over 3
million RMB of money and relief supplies in total, ranking No.1
in donation amount among Jiangning area, employees' donation
amount and individual donation amount.

M ULTINATIONALS IN CHINA

When talking of responsibility for nation and people, Li
recalled, "Since our company is engaged in power automation,
I always hope to cooperate with world top-500 automation
enterprises, but only successfully develop cooperative relation
with German Phoenix Contact Group. In fact, I chose Phoenix
Contact and Phoenix Contact changed me. It ha granted me an
opportunity to serve my country and fulfill my life. In the past
16 years, I has recognized which road to choose——the road of
boosting national spirit and serving the public".

IV. Responsibility for investors
For PC-CN, the responsibility for investor is part of

enterprise social responsibility and is attached much
importance. According the company management, only the
most advanced and central technology of PC-CN is transferred
to China, can it takes root in China, provide better service for
customers and achieve fast development in China, which are
also the fundamental interest of the investors as well as what
the investors expect. Certainly, it requires communication and
exchanges in the process of development.

To serve China market and meet the special needs of China
customer, the company set up Nanjing Phoenix Contact R&D
Engineering Center in 2007 which is the only independently-
registered R&D center by Phoenix Contact in the world. However,
the German Phoenix Contact Group did express disagreement.
After long-time communication and persuasion, we reach
consensus on the following points: If we take positive response
and support attitude towards the voice of China market and
the needs of China customers, we will seize an opportunity
for market growth; if hold conservative and rejective attitude
instead, we will lose both market and opportunity. Li said,
"From the perspective of enterprise development, it also takes
the investors into consideration, which lays foundation for
consensus between both parties. Our fast development in China
has built up the confidence of German headquarter. At that time,
I told the German Phoenix Contact Group that it must set up
R&D center. First, the products from German may not meet the
needs of China customers. Second, there is difference between
German industrial standard and China industrial standard. At
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one time, the products from German passed German industrial
standard but failed the inspection of our testing authority. Since
they didn't believe me, I have to prove I'm right with facts.
Third, rapid response shall be to follow the fast development
of Chinese economy, which can't be kept up with by German.
And they began to recognize this point more and more. Fourth,
though there has been disagreement on whether to set up R&D
center before this, we has spent 3 years to build our R&D team.
The products developed by our R&D team were first presented
to the world in the name of German Phoenix Contact Group
at Hanover Expo. They saw the ability of Chinese people. The
decision of setting up Nanjing Phoenix Contact R&D Engineering
Center finally received the recognition and trust of German
Phoenix Contact Group through the practical action of Chinese
people, or the professional conduct and skills."

When mentioning responsibility for investors, Li remarked,
"To create highest investment return for investors is the
fundamental responsibility of a foreign-funded enterprise. Since
German Phoenix Contact has provided sufficient finance and
advanced technology for PC-CN, we shall be always responsible
for it either from the perspective of modern management rules
or from the idea of gratitude of Chinese people. During our
cooperation with foreign companies, we always hold equal
and open attitude and genuinely consider for the investors
even though I' only an employee. However, when there is
disagreement, we need persuade them as long as it meets
the long-term benefit of the company and the interest of the
investors. On the whole, the 16-year successful cooperation shall
be attributed to our consideration for enterprise development
and investors' benefits despite conflicts and disagreements. This
point is also fully understood by the investors."

In brief, according to the management of Phoenix Contact
China, social responsibility is a general concept. We shall
base social responsibility to realize, maintain and develop the
benefits of employees, customers, society and investors. This is a
new task facing Phoenix Contact China. To achieve this, we must
be guided by social responsibility to rebuild management theory
and core values of the company as well as to plan the future
blueprint according to the requirements of social responsibility.



