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Pier Francesco Guarguaglini, Chairman and CEOrhEccanica

Many spirits, but a single heart

The success of a network-centric system, with aeshantegrated corporate culture. Pier Francesco
Guarguaglini talks about Finmeccanica to Franca%Wano

Alongside Fiat, Finmeccanica, which has a workfat&3,000, is one of very few Italian companies
to be ranked in the Fortune Global 500. Thanksiwltalian company, the new US President, Barack
Obama, will also fly in a high-tech helicopter puodd by AgustaWestland (also purchased for its
security features by the Emperor of Japan). Thigiss one example of Finmeccanica’s products.
There are many more, including trains and subwidng,are not everyday purchases but which often
we all use without necessarily realizing it. Instlimterview, Pier Francesco Guarguaglini, Chairman
and CEO of Finmeccanica, tells the story of therimational corporate culture the group is building
and explains that a “highly integrated network-cergystem” is part of its DNA.

Finmeccanica has undergone radical changes to its1dage and corporate mission in the past 10
years, transforming itself from follower to leaderin the high-tech sectors of aerospace, defense
and security. How has the group’s corporate cultue changed?

To manage this process of complex growth, we hagk4examine the underlying principles of the
way we ‘do business’. With this nucleus as ourtstgrpoint, we began an ongoing sharing process
with all our businesses, so that these values ctarth the new foundations of our distinctive
corporate culture.

What is your vision?

We have a long-term vision. A successful strategpires the ability to look far ahead and takeyearl
action. We operate in a particular sector, in that decisions we make now take years to come to
fruition. Planning a helicopter, for example, hade done years and years in advance, and requires
intuition, analysis and research over long periaasl the ability to work with a large-scale
developmental vision. There is also a ‘cultureigi’r and a return to the original meaning of teem
‘enterprise’: embarking on a piece of work and maieg to see it through, even though there may be
difficulties to overcome and the outcome might belatful. Finally, we have established clear, shared
objectives and have the courage to take risks,y@lasing our actions on a careful assessment of
facts, situations and future consequences.

How have you reached your decisions? What difficties have you encountered?

We operate in a global market, and it is vital th&t share an idea of internationalization that is
primarily understood as a mentsbitus Today Finmeccanica is firmly established in ins¢ional
contexts, but to ‘become’ international, it hasetophasize the cultural and professional pecukgriti
of every location and place these within a commmuusoperandj so that it can be American in the
US, British in the UK, French in France and ltalian Italy, and at the same time feel ‘like
Finmeccanica' in any part of the world.



What has this meant in cultural terms? Have a numbr of different ‘tribes’ formed?

Here the value of integration comes into play, siotply as the amalgamation of the various business
‘spirits’, but above all as an exchange of exper@snand cultures. A global group has to be intgrnal
organized and cohesive, so that everybody, evemeylieels that they are part of a single project. T
borrow a term that is used in our business, Finamgica is a network-centric system, with command
and control in the parent company and sensorsilnigtid in the operational businesses, where
communications play a vital role.

You could call that an unusual definition.

For us, integration is not simply the sum of partsdentities, but gives rise to a dynamic systhat t
generates growth opportunities for people and legsinThe life blood of this system is innovation:
that is, the ability to produce wealth from invemti Innovation is a constant process, which is
embedded in everyday business know-how and whiclrhes habitual. Innovation is not only a
technological fact, but a mental attitude that gelass, which people have throughout their
professional lives and which prompts them to try @g@proaches continually.

What are the main levers that you have used?

We worked on the visible elements that are theaniand communication channel of what is not
visible, through which our basic values flow andneoto be shared within the organization. We have
created a system of internal communication with $lrategic function of creating consensus and
adherence to common values and goals, using atywasfemeans of disseminating information,
company events with high emotional and symbolizugahnd a system of shared brands, symbols,
colors and designs, which give visual expressiaheovalue of integration.

What role has the Human Resources department playeih this process, and how has it
changed?

The difference between success and failure in atwity is the value attributed to people.
Finmeccanica, where people have been the keysfooigr success, is no exception. The market has
also learned to appreciate the intangible resowtésisinesses and, of all our resources, employees
are the most sensitive and the most ‘immaterialie Thuman resources department supports the
‘government’ of group cultural change, with a closge on existing dynamics and operating
according to clear guidelines: attention to theative process and the process of spreading
knowledge, developing the ability to combine busgmexpertise with managerial skill and integration
of styles of cooperation. Finmeccanica aims to lmgporate success story’ that remains competitive
over time, and its people have to support it intingethis challenge. And investment in talent i€ on
of the main reasons why the market values Finmeécaan

How have the growth and development of the group a@hits new presence on the market
affected the composition of its workforce?

The change has definitely had an effect on thesganel mix’. The geographical growth of the
business has affected the national compositiorunfvmrkforce and the focus on high technology has
led to changes in the types of professional prefie look for. From about 73,000 employees in fotal
about 40% currently work abroad. If we want to wew markets, we also need to be willing to invest
in the countries concerned and collaborate witlllbeisinesses, forming partnerships with them and
using their human resources to transfer technolgy know-how. The stimulus given to strategic
sectors has had an effect on the specialization®elefor in new recruits. We are thinking about
developments in the helicopter sector and productarxilities for composite materials for the
aeronautics industry. Finmeccanica took on mora th&00 engineers in the period 2005-2007 to
support our activities in these areas.

Have you identified specific employment profiles fo a titanium market such as aerospace,
where the field of play is the entire world and youadversaries all colossi?

Finmeccanica has been at the cutting edge of témical innovation for many years. We began
work on composite materials in our laboratoriesaasack as the 1980s, and our leadership in radar
is the result of an even longer history. We hawrdfore had high-level professional employment



profiles in research and engineering for some tifmelay, Finmeccanica needs management figures
able to handle complex situations, possessinguesss skills and comprehensive vision. This is the
profile of the International Business Engineer, fanich we have created a tailor-made masters
degree.

As well as new types of employees with specific & what has been done to retrain existing
employees?

We are taking equal care in our treatment of alfgssional levels, so that all employees feel tthey

are necessary and helping to achieve a common godlwe are implementing a permanent training
system, integrated and international, with initie§ aimed at all phases of career growth. These
include induction courses for new graduate recruitsade-to-measure projects for middle
management and management training systems thas fmt the key qualities of strategic vision,
creativity, leadership and combining technical andnagement skills. We also pay attention to
developing the ‘virtues’ of optimum people managetnéstening, understanding, involvement and
responsibility.

Do you have specific policies in terms of employeeser 50, which is another important factor in

a company such as yours, and in sectors where kegchnological know-how has to be built up
over time before it can be transformed into producs with a genuine competitive advantage?

We believe that potential can be found not onlyaoing talent but at every levale believe in a
legacy of the skills, ability and creativity of iiwtduals which is not generally known about but ghi

is nevertheless the driving force behind our aiiéisi The annual Innovation Prize brings out
innovative ideas and transforms the ‘tacit’ knovgecheld by technicians, engineers, research staff
and employees in all areas of the company intolieiXpgknowledge, promoting individual talent by
making it a shared legacy.

How do you go about recruitingad hoc to fulfill your corporate mission?

In 2006, we launched the Fhink masters programnhet@mnational Business Engineering, so that we
could identify and cultivate resources with chagastics of absolute excellence. It is based on an
original formula combining university, managememd atechnological cultures, created for the
specific purpose of training International Busin&sgjineers able to operate in complex and multi-
technological situations. The masters has becomatamational benchmark and shows that, when
they are offered something serious and credibiéliabt young people are willing to come from all
over the world to study in Italy, including fromethuS.

Management literature describes many types of orgamational culture (authoritarian,
bureaucratic, paternalistic and nepotistic, technoiatic, etc.). Does Finmeccanica’'s approach
reflect any of these or has the group developed amdependent business culture model?
Finmeccanica is a complex and well-constructed imatibnal entity, made up of companies with
their own individual spirits, histories and cultsyeand it is therefore difficult to place its
organizational culture within a predefined framekvorhis is also difficult because we do not feel
that we have ‘arrived’, and neither do we thinktttiee group has taken on a definite shape with no
room for change. We are carrying our commitmenwéosd with a bit of a ‘squint’: keeping our
attention on the operational efficiency of what aleeady have and following a strong trend of
innovation. | believe that the most appropriate waydescribe us is as a living organism, which
‘breathes’ the air of the market, which has a cdrafd critical eye and which is able to adapthgsi
not only its mental and physical strength but @isbeart.



