Case : Sicom GmbH and CD Piracy
To: All Sicom Asia units
From: Ray
Re: Important!
Date: 01/04/1997
Situation
CD and software piracy is a serious problem in Asia.  Some of you are willing to look the other way when customers fail to provide copyrights and import licenses.  As managers, you need to make sure that all customers are treated the same way.  This goes for everyone in this unit.  The issue raised here is that of ethics. The sale of our product is contributing to the worldwide problem of CD piracy.  It would be foolish to pull out of China and Hong Kong.  China holds great potential.  However, just because it is difficult for customers to gain license to buy our product does not mean employees should ignore protocol.  Selling CD replicators to illegal users is dishonorable for providing music and software pirates with an advantage they do not deserve, yet is preventable.  We cannot tolerate the theft of intellectual property.  Truly, if we do not handle this correctly, Sicom itself is in danger.  As a leading firm in our industry, we must set the ethical example despite our limited resources.  As a business, we must continue to provide the best value for our shareholders. 

Mission
Courses of Action 

1. Do Nothing. Many managers in our Asian unit wish to do nothing.  We can maximize profits more easily when we sell to a wider base of customers with no questions asked.  As a business, this would benefit us, possibly increase our sales, stock price, and keep business that we would otherwise lose for requiring the import licenses for customers.  The strength of this course of action is that it is very easy. We do not need to change anything.  We can leverage our technological advantage and sell to many customers, ethical and unethical.  This carries with it the risk of destroying the reputation of our firm.
2. Change Our Behavior. As difficult as it is in China to control which company imports our replication equipment, it can be done.  Deciding to sell to shady customers is a choice, but acting ethically is also a choice.

3. Pull Out of China. A Possible risk factor in China is the small percentage of the population (10%) who has the disposable income to spend on legitimate CD’s (612).  Government bureaucracy may also prove to slow business down too much that lobbying to expedite it may prove worthless.  We will lose the market of CD manufacturers in China and fail to exploit the derived demand of 120 million Chinese (612).  China is also known to put less value on copyrights in the first place.  If we cannot compete within the rules of the game in this market, we have no business being there.   This would force us into concentrating more on domestic markets.  

 

“The many steps involved in getting a license for the sale of a music recording include: identifying a Chinese record company as a business partner, showing proof of copyright ownership of the recording to be licensed, discussing trade terms, signing a letter of intent, providing a sample of the recording and translation of the lyrics for censorship review, signing a contract and registering the deal with the national copyright-administration officials, and providing a master recording after green light was given (611-612).” 

It may be very difficult to tell customers they have to do it, your employees may not like it when they have to refuse installation and bring a unit back home, but it is the right thing to do.  Our managers must have the moral courage to demand that it be done right.
Recommendation / Execution
We must change our behavior.  This is best accomplished by means of a two pronged force: 1) Develop relationships with ethical customers and 2) Work with the government and customers simultaneously to ensure that they have license to import our product.  This is relatively safe and does not put us into a position where we are starting international joint ventures.  I have talked to cultural specialists and have come up with this idea. China, as a “high-context” culture, puts less value on the signed letters of intent and legal contracts we require (McFarlin, 196).  Instead, they put more value on their relationships.  By being proactive in dealing with potential customers and the record companies, we can quickly weed out those who have the intention of producing pirated products.  On the other hand, customers who go along with us and work with the government will develop a relationship both with Sicom, and with their own government. The company line is that we do not want to be held accountable for the actions of others (613).  The truth is that we do not want to allow the competition to take away our sales to unethical customers.  The stakeholders in this situation are many.  We will have to spend money and time gathering Chinese associates and friends in the Chinese government.  We will also likely face pressure from our stockholders to increase our sales at any cost. We will face pressure from employees and customers who resent our asking them to do something difficult, but we must not compromise our principles.  You know what to do.  I am sure Sicom Asia will do an outstanding job. 
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