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This report reflects the role our culture and beliefs play in our
commitment to build a successful company while contributing to
sustainable development. Our culture is based on our integrity, the

Message
from the
President

central importance of our people and our values.
Good corporate governance has been part of our DNA from the
beginning. Doing business with integrity is how we live and breathe.
This means being frank, open and transparent with everyone.
Our people are our most important asset. I know this is something a lot
of people say but I really do believe in the centrality of people. You can
release people’s creativity by empowering, training, motivating, providing
the right tools and then measuring their performance to provide that
essential feedback which everyone needs. This is what we do and our
social report provides evidence of our successes and challenges.
I believe too that there is no conflict between the needs of
shareholders and our many other stakeholders, including our customers,
suppliers, business partners and the broader society.
I’m convinced that being a good corporate citizen is not only ethically
correct but good for the bottom line too.
And the data we have been collecting over the past eight years on our
investments for environmental protection and their return, are just an
example of the validity of the concept.
The following pages provide evidence of how we live our values - acting
in a way that contributes to society and makes us proud, different and
successful.
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Pasquale Pistorio
President and Chief Executive Officer

STMicroelectronics at a glance
STMicroelectronics is a global, independent semiconductor company that
designs, develops, manufactures and markets a broad range of semiconductor
integrated circuits (ICs) and discrete devices. These are used in a wide variety of
microelectronic applications, including telecommunications systems, computer
systems, consumer products, automotive products and industrial automation and
control systems.
In 2002, ST’s net revenues were US$6.32 billion and net earnings were
US$429.4 million. ST was ranked among the top five semiconductor
manufacturers, according to market analysts.
ST provides more than 3,000 main types of products for more than 1,500
customers, including Alcatel, Bosch, DaimlerChrysler, Ford, Hewlett-Packard,
IBM, Motorola, Nokia, Nortel Networks, Philips, Seagate Technology, Siemens,
Sony, Thomson and Western Digital.
ST directly employs more than 43,000 people, working at 16 advanced
research and development units, 39 design and application centers, 17 main
manufacturing sites and 88 direct sales offices in 31 countries.
Each year the Company invests a significant proportion of sales revenues in R&D
and capital expenditures. In 2002, ST spent US$1,022.3 million (16.2%) of
revenues in R&D. 762 new patent applications were added to our portfolio
in 2002 thus maintaining our track record as one of the industry’s most prolific
inventors. ST is also active in numerous collaborative research projects
worldwide as well as playing a key role in Europe’s advanced technology research
programs such as MEDEA+ and its predecessors, MEDEA and JESSI.
Corporate headquarters as well as the headquarters for Europe and for
Emerging Markets are in Geneva. The Company’s US headquarters are in
Carrollton (Dallas, Texas); those for Asia/Pacific are based in Singapore; and
Japanese operations are headquartered in Tokyo.
ST is quoted on the New York Stock Exchange (NYSE:STM), on Euronext Paris
and in Milan on the Borsa Italiana.
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Our Shared Values
We are fortunate to work in a unique and vital industry. All recent and future
advances in commerce, industry, science, medicine and entertainment, depend
on semiconductor microelectronic circuits and components.
No advanced electronics industry can ensure its economic independence without
secure access to microelectronics components and technology.

OUR MISSION is to offer strategic independence to our partners worldwide, as a
profitable and viable broad range semiconductor supplier.

OUR OBJECTIVES are ambitious and specific:
Growth: we will grow faster than our competitors, with a target of 5% market
share. The key to profitable growth is Total Customer Satisfaction, which is our
corporate priority Number 1.
Financial: we will generate shareholders value and return on equity better than
the average of the Top Ten semiconductor suppliers.
Social: we will contribute to the well-being of our people and of every
community in which we operate with a particular emphasis on environmental
responsibility and sustainable development.

OUR STRATEGIES provide a decision-making framework to focus our priorities in
every aspect of our company’s activities.
Manufacturing
Globalization
Innovation
Strategic Alliances
Product portfolio & Application focus
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OUR GUIDING PRINCIPLES
Customer satisfaction: the key to competitive success is Total Customer
Satisfaction. We will listen to the voice of the customers and strive to anticipate
and fulfill their needs and expectations; our future relies on strong partnerships,
which we can ensure if each one of us does his/her best to provide world-class
Service, Quality, Time-to-Market and Value.
Business integrity: we will conduct our business with the highest ethical
standards in dealing with each of our stakeholders’ communities. We will
dedicate ourselves to honoring our commitments, delivering on our promises,
being loyal and fair, and standing up for what is right.
People: we will behave with openness, trust, simplicity and humility; we will be
ready to share what we know, encourage everyone’s contribution and recognize
achievements; we will emphasize job enrichment and personal realization
through empowerment, teamwork and training. Each one of us will be loyal,
hardworking, committed and personally involved in the continuous improvement
and learning process.
Excellence: the only “status-quo” we will accept is one of permanent change
and continuous challenge, always for the better. In all aspects of our activities,
we will strive for excellence, quality, competency and efficiency; we will be
flexible and nimble, and we will encourage innovation and creativity in every
aspect of our activities.
Profitability: the profit we generate from our activities is the main source of the
funds we need to prosper and grow; profit is necessary to provide security and
future opportunities for each of us, and to allow the company to meet its other
social and business responsibilities.
ST employees took
part in an internal
campaign to
explain the guiding
principles.
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Total Quality Management
At ST our customers are our business and the true measure of success is a totally
satisfied customer. Our Company deploys innovation and technology to capture
the market but it is the Company values - our principles, processes and most
importantly our people that make the ultimate difference.
Driving the Company forward is Total Quality and Environmental Management
(TQEM). In principle and in practice, at work and within our global environment,
ST is absolute in its pledge to quality. TQEM isn’t just an idea at ST. It is the
measure of the Company’s dedication to exceptional, individual and corporate
performance. A Total Quality lifestyle at ST has been achieved through careful,
thoughtful and sustained effort, and driven by the daily commitment from each
manager and each employee.
ST’s initiatives in quality and business excellence have been recognized at the
highest level across all geographic regions by some of the most prestigious
national and international Quality awards: the Malcolm Baldrige National Quality
Award presented to our American Team, the Singapore Quality Award, the
National Quality Award in Morocco, the EPA Climate Protection Award (U.S.),
the Malaysian Prime Minister Quality Award, the Malta Quality Award and the
European Quality Award illustrate the success of our Company’s unified Total
Quality and Environmental Management philosophy.
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The hallmarks of ST’s industry leadership are expressed in the five key quality
principles that drive the Company’s successful growth:
Management commitment
Our managers should lead cultural change, indicating new directions, and
creating the environment for TQM to prosper.
Continuous improvement
We should never rest on past successes but always work to better our best. In so
doing, we move unceasingly from one achievement to the next.
Management by fact
By gathering and analyzing factual data we can be sure of our conclusions. This
will help us make the right decision, the first time and every time.
Employee empowerment
Everyone, no exception, has a contribution to make according to his or her skills
and creativity.
Customer focus
Everyone is someone’s customer. We should all - in research, design,
manufacturing, marketing, sales, administration and accounting - identify our
customers, listen to their needs and exceed their expectations. The customer is
the starting point for all our strategies and actions, and is the vital measurement
of our success.
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Social Report
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We do business in societies, not markets. We have always been committed to
contributing to society - through the benefits of our innovative products and in
the relationships we have with our wide range of stakeholders, which include
our customers, employees, investors, business partners and local communities.
We believe that there is no intrinsic contradiction between the interests of
shareholders and other stakeholders. We have always taken a long-term view
and we know that the market will reward those companies that demonstrate a
broad social and environmental responsibility.
In this section we outline our approach to social issues and our performance in
2002. We look at the way we treat our people, our business ethics, and how we
contribute to the wider society and local communities.
We apply the same discipline to our social performance as we do to our
business. Our social reporting system - based on the Global Reporting Initiative
(GRI) guidelines - is in its second year of development. We are making good
progress and this is reflected in the increased amount of data reported this year.
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The way we manage

The way we manage
We are never completely satisfied with our performance. We constantly want to
do better and we consider this persistent dissatisfaction to be the basis of our
competitive advantage. Our emphasis is on keeping our customers, employees
and shareholders satisfied. Our culture is moulded by our emphasis on Total
Quality Management.
ST’s management of social issues reflects our corporate culture and its metanational approach where we seek to identify and nurture local strengths within
local markets. Our executive leadership provides broad strategic direction and
individual sites are given the independence to bring corporate strategies to life
and to fulfil the corporate mission. Our management team is trained to lead,
develop and empower ST people to achieve excellence in their day-to-day
business, in their interactions with each other and with local communities.
Our people and their talents are the core strength of ST. We believe that we
can unlock their creativity by offering training, motivation, the right tools for
their job, and a way to measure their personal performance. We want to be an
employer of first choice so that we can attract and retain the world’s top talents.
Our emphasis on people and their development helps us achieve this aim.
We have never attempted to export the “right” way to do things or to oversupervise from the center. Instead, we tap into the unique strengths of each local
unit and leverage those strong points world-wide.

REGIONS

21,520 23,200

France

8,896

9,616

Italy

9,309

9,992

Malta

2,279

2,311

AFRICA

4,447

4,877

Morocco

4,434

4,845

AMERICAS

3,523

3,183

39,000

USA

3,431

3,154

33,000

ASIA (incl Japan)

10,738 11,881

Singapore

4,457

4,859

Malaysia

3,829

3,992

China

1,275

1,663

India

801

974
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In 10 years the number
of people working for ST
has increased by more
than 25,000, a growth
of more than 140%

2002

EUROPE
HEADCOUNT
BY REGIONS

ST TOTAL
HEADCOUNT GROWTH

2001

45,000

27,000
21,000
15,000

1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002

TOTAL ST

40,228 43,141

As cultural differences become increasingly important in a shrinking world, our
global approach gives us yet another advantage over our competitors. Nurturing
local talents helps us to continue injecting sustained value into the societies
where we operate.

Our commitment to R&D and innovation
Despite the downturn in market conditions, we continued to invest in the future
by increasing our investment in research and development (R&D) in 2002 by
4.5%, compared with 2001. We are committed to maintain our R&D spending
to guarantee our future and keep ST at the forefront of leading-edge technology.
We are expanding our design capabilities in developing countries. We employ
nearly 1,000 people in our IP design factory and information technology group
in India, and are recruiting 300 more. In China we are expanding our application
laboratories and design activity, which currently employ 300 people. We have
also opened design centers in Tunisia, Morocco and the Czech Republic.
This expansion acknowledges the great pool of talent in developing countries
and underlines our commitment - based on business and social reasons - to
contribute, by our presence, to the development of these countries.
In 2002 we added a total of 762 new patent applications to our broad
portfolio, a 17% increase on 2001 filings. ST has an incentive awards policy that
demonstrates its commitment to researchers and designers. Our Worldwide
Patent Committee nominated 24 patents from France, Italy, UK and USA to
receive exceptional patent awards in 2002.

R&D ALLOCATED
HEADCOUNT

8,000

+300% in 10 years

7,000
6,000
5,000
4,000
3,000
2,000
1,000
0
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Business integrity
Our guiding principles provide the foundations on which our commitment
to the highest standards of business integrity are based. As a minimum, we
strictly observe all laws and legal requirements wherever we operate. All our
employees are expected to comply with the highest standards of business ethics
in their work and in their interaction with customers, suppliers and government
officials. This is defined by our ethics policy, which is supplemented by local
policies and procedures. All ST sites and subsidiary companies have adopted
ethical standards consistent with the company policy. New employees are
informed of these standards and agree to comply with our policies when they
sign their employment contract. We inform all our suppliers about our ethics
standards and expect them to conform to our requirements.
We are signatories to the UN’s Global Compact which commits us to uphold
fundamental principles on human rights, labor and the environment. We do not
tolerate bribery and do not make political contributions. We are in the process of
formalizing policies that will include specific references to our respect for human
rights and avoidance of child labor.

CENSUS BY JOB CATEGORIES
Operators
Professionals
Others

10,083

18,225

Others = Technicians, administrative, etc.
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ST added 762 new patent applications in 2002,
an increase of 17% over 2001 filings.

Human resources principles
We strive to be the employer of first choice by putting into practice three
principles that promote autonomy and self-initiative. These are:
Fairness: each person and every team is recognized for their performance and
their contribution to company profits.
Transparency: through efficient internal communication, each person can have
the necessary information to fulfil his/her job.
Personal and professional development: each employee is encouraged to
continuously learn during his/her daily work, to develop skills through training,
and to progress by changing jobs to take on new responsibilities.

Human resources standards
We have a set of human resources standards, defined as targets on selected
parameters, to help us measure and constantly improve our performance.
These are given to all new employees and are also widely displayed on posters in
our buildings.
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Our people

Our people
Our achievements are based on the timely execution of our business strategies
and the enthusiasm of the people who work for ST. Our people are central to our
success and their talents, skills and dedication differentiate us in an increasingly
competitive global market.
Few industries are as competitive for human talent as ours. We must not
only attract and retain the very best people but we must also offer a work
environment that is safe, healthy and that allows them to reach their full
potential. We believe that accomplished, talented people will be more attracted
to a company where they are the center of the enterprise and where ethical,
social and environmental values are at the heart of the company.
This is why we spend a considerable amount of time and effort providing the
necessary training, helping employees develop their talents and careers and
ensuring that their work environment increases motivation. Through regular
surveys, we check that our employees are satisfied with the way the company
treats them.
Our business goal is to sustain a high rate of innovation in products, processes
and manufacturing capabilities to better serve our customers. To do this we need
to attract and retain the best people.
Attracting and retaining talent
The number of people working for ST has increased by more than 25,000 over
the past decade. Despite difficult market conditions, we have continued to
grow and hired 5,667 people worldwide in 2002. Even during tough economic
times we strive to keep our people - our human capital. In 2001, when our
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competitors were laying off thousands of employees, we chose instead to freeze
salaries and reduce the pay of top managers by 5% to prevent lay-offs. In 2002,
lack of demand forced us to close two small manufacturing sites in the USA but
we offered to relocate all employees to other ST sites.
The popularity of ST as an employer was confirmed with 94% of all job offers
accepted. In 2002, nearly half (47.4%) of our employees had worked for ST
for over five years. The average career length is more than 10 years and our
turnover of employees (6.4% in 2002) is less than the worldwide average.

The workplace
Health and safety
ST is committed to providing a safe and healthy workplace for our employees,
contractors and visitors.
We aim to improve continually our health and safety (H&S) performance and
make progress towards our goal of zero incidents, with a safety incident rate
improvement of 20% year on year minimum. We are committed to being
recognized as best-in-class in occupational health and safety performance.
Safety training in ST aims to raise awareness and encourage employees to
perform their jobs safely.

FRONT-END MANUFACTURING
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We meet and exceed local and international legal safety requirements, as well as
globally recognized standards. In 2001, we set out to achieve certification to the
Occupational Health & Safety Assessment Series (OHSAS) 18001 management
program at all our manufacturing sites by 2003. Three were certified in 2002
and we are on track to meet our target. We intend to obtain OHSAS 18001
certification also for our main non-manufacturing sites.
Risk evaluation and analysis, H&S performance indicators and best practice in
ergonomics help to minimize hazards and risks in our manufacturing processes,
operations and products. Each ST site has an OH&S Steering Committee. This
includes the site manager, site safety officer and safety champions. Our policy
is to record all workplace incidents and use this data to monitor and review our
performance annually.
There were no work fatalities in 2002.

Working time
Company-wide averages including manufacturing across the 31 countries:

WORKING TIME

2001

2002

Employees having at least 1 day off every 7 days

100%

100%

Employees with regular work time < 48 hours per week

88%

89%

1.5

3.5

Average overtime per week (hours)

OHSAS 18001 certificates for ST sites in
Kirkop-Malta, Tours-France and Agrate-Italy
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Unions and freedom of association
All ST employees enjoy freedom of association and the right to join a trade union.
ST has a European Works Council, a requirement under European Union law.
The aim of the council is to promote the participation of every worker in a social
dialogue within the company. The Council meets annually and is composed
of 21 representatives. Should exceptional circumstances occur that affect the
interests of the workers and employment, extraordinary meetings can be called.
The Council is informed on transnational issues that affect the interest of the
workers.
Total time lost to strikes in 2002 was 0.1% of time worked.

Diversity and opportunity
We are global in outlook and know that our strength and competitiveness is
built on respect for cultural differences. This is reflected in the 86 nationalities
represented in ST. Although our company’s roots are French and Italian, 40% of
our top managers are from other cultures.
We want our people to reflect the diversity of the societies in which they work,
while offering them the broadest opportunities possible. This is why we recruit
solely on ability and promote on merit, regardless of gender, ethnicity, religion,
age or disability. We are working on a diversity policy and ways to measure our
progress at promoting greater diversity across ST.
We recruit people who have technical qualifications, an area where historically,
and particularly in Europe, there is a higher proportion of men. However, we are
determined to improve our gender balance. Women make up 41.2% of our
workforce and of these 18% hold professional positions.
In 2003, we will formalize policies and programs to help us be even more
effective in preventing discrimination and encouraging diversity.
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REGIONS

NUMBER OF
NATIONALITIES

EUROPE

70

France

50

Italy

35

AFRICA

13

AMERICAS

40

ASIA (incl Japan)
TOTAL ST

REGIONS

MEN

WOMEN

EUROPE

16157

7043

France

6460

3156

Italy

7464

2528

AFRICA

1284

3593

AMERICAS

2309

874

32

ASIA (incl Japan)

5621

6260

86

TOTAL ST

25371

17770

Career development and training
- a lifetime of learning Microelectronics is the world’s fastest growing and most strategic industry. The
rapid advance of technology and the sheer volume of knowledge accumulated
make education essential to the industry and our company. Continuous
education has been a fundamental part of ST’s history and has helped to define
its success. It will continue to play a vital role in our future.
In 1994 we established the ST University. Besides formal education and STU
courses, on-the-job training takes place at all levels and within all functions. ST
continues to invest in people training even during the tough economic periods.
In 2002, the average number of training hours per employee was 44.
All operators at manufacturing plants are certified before being authorized
to run any kind of equipment on their own. They are re-certified every 15-18
months on more than one type of equipment.
All employees undergo an induction program (newcomer’s seminar) that gives
an overview of the company, including ST culture, shared values and practices,
organization, strategy, perspectives and results. Throughout their careers,
employees receive additional training based on their professional needs and
aspirations. Our employees are encouraged to develop their abilities and selfconfidence in an environment of lifelong learning.
We monitor the effectiveness of our training using the training industry standard
Kirkpatrick model. This can provide evidence that the investment made in
developing people’s skills is cost-effective. Training is even more effective when
skills and knowledge gained are shared throughout the company. To this effect,
several tools have been developed and are promoted to foster knowledge sharing.
We have a formal policy to help our people develop their careers. Annual
reviews lead to highlighting employees’ strengths and weaknesses, a comparison
of existing skills with those required and a plan to train or recruit to fill any gaps.
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JOB EVALUATION
& PERFORMANCE REVIEW
2001
2002
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% job evaluated

% performance reviewed

Discussions on personal development are an important part of these reviews.
They identify career development possibilities that meet individual aspirations
and help define the steps needed to reach personal goals. Professional
employees all have a job description which is benchmarked each year against
one or more external surveys.
In 2002, 89% of all technicians, engineers and managers had their performance
reviewed and 69% of our employees discussed their individual development
plans in their annual performance appraisal.

Mobility
We constantly expose employees to new situations, cultures and jobs that
develop their strengths and skills and broaden their experience and adaptability.
We encourage our employees to achieve their career ambitions within the
company. Our policy is to make all job vacancies available to internal applicants.
This encourages mobility, giving employees the opportunity to work in different
parts of the world. Our HR standard, regarding experienced job vacancies,
is to have 70% of them filled internally. In 2002, 61% of positions requiring
experience were occupied by ST employees.

The Career Path Project
ST offers a broad range of career opportunities: over 100 types of job functions
ranging from engineering and integrated circuit design to research and
development, marketing, sales and finance. Our Career Paths Project aims to give
ST employees a clear picture of all the different career options available to them
within the company, based on their current position and experience.
The idea is that employees can climb one of three career “ladders”: technical;
program / project; and management. Employees can bridge these ladders at
various points in their career.
So far, career path maps have been produced to illustrate all the jobs available
in design, applications, Computer Aided Design (CAD), manufacturing, sales
and marketing. In 2003, we will map the support functions – human resources,
finance and communication.
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STAFFING PERFORMANCE

2002

Job offers accepted by candidates

94%

External recruitment fresh-outs / total hiring

60%

Experienced-level jobs filled internally

61%

ST University
We established the ST University (STU) in 1994 to help us make ST a permanent
learning organization. Since then, 20,000 people have attended an STU course.
A core team of 30 professionals work with outside experts to offer a flexible and
comprehensive curriculum of more than 100 courses. ST also uses remote or
e-learning programs that reduce the cost of training and permit continued learning in a downturn period of the industry.

Over the last five years, 15,300 students have been trained at campuses in
France, USA, Singapore and Italy. Courses offered by STU include:
Management - covering the skills needed to manage a business and its people.
Job-specific programs.
Tools and methodologies - such as business process management, team problem
solving and cycle time management.
Personal development - general business knowledge, company culture,
communication and personal skills.
Degree courses - we have developed a masters degree in microelectronics
technology and manufacturing management, an associate degree
in semiconductor manufacturing technology and a masters
in microelectronics and systems in conjunction with a number
of universities and other academic institutions.
6%
7%

43%

29%
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In June 2002 STU received an Excellence Award from the Corporate University
Xchange in recognition of innovation in developing strategic learning alliances.
This is a New York based education research and consulting firm that specializes
in establishing benchmarks for corporate universities.
Courses are taught at the central STU campus in Fuveau, France, near our plant
at Rousset. The university has regional branches in Catania, Italy; Phoenix, USA
and Singapore. On-site courses are also taught by STU lecturers and associate
trainers.
Courses are open to all employees and the Masters is also made avaiable to
employees of our business partners.
We have developed the “ST-trains-ST” program, to build a network of ST employees who are qualified to provide training for others. In 2002 nine percent of
our employees were certified trainers at corporate or local level.
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STU campus in Fuveau, France

Compensation and benefits
Job evaluation and performance review
It is our aim to describe and evaluate all jobs. We use the same methodology
throughout the company to guarantee fairness and transparency. Our policy is
to evaluate and benchmark all our jobs to ensure that they meet the industry
standard.
We want ST to remain a company of highly-motivated entrepreneurs. Our
remuneration packages are fair, benchmarked and individualized. We offer a
wide range of benefits, including variable incentive pay, health insurance, savings
and retirement plans. We also have a dedicated Employee Stock Purchase Plan
(ESPP) that enables all employees to buy company stock twice a year at a 15%
discount on the market price. Senior employees are offered stock option plans
as part of their remuneration package.
No one receives less than the legal minimum wage.

COMPENSATION AND BENEFITS

2001

2002

Employees with medical coverage benefits

100%

100%

Jobs benchmarked on compensation practices

85%

86%

Technical/engineers/managers with variable incentive pay

36%

37%

STOCK OPTION:
NUMBER OF BENEFICIARIES
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Communication and empowerment
We have developed a range of different ways to support all our operations in 31
countries with the communications systems they need to work effectively. This
enables our people to develop their abilities and be fully involved in our business
plans. We use a number of tools, including:
Formal knowledge-sharing: half of our professionals are involved in self
managed knowledge-sharing teams. We have over 60 Communities of Practice
that bring together people working in the same areas of expertise to solve
problems and share experience. In 2002, our corporate recognition process
awarded the 26 best practices in knowledge sharing.
Intranet: we make wide use of our internal computer communications
network that is accessible to all personal computers. Over 90% of technicians,
engineers and managers have access to the ST intranet. For example, our
human resources intranet site, called Dolphin, provides information on job
opportunities and how to apply, performance appraisals, compensation, benefits
strategy and the employee stock purchase plan. A portal technology is being
implemented to facilitate access to information according to individual needs and
function. This will increase efficiency.
Flash Info: regular updates on company news are sent in three languages to all
ST personal computers worldwide.
Magazines: our quarterly corporate magazine, World Class, is published in
three languages. It provides company news for employees and their families
and promotes the ST multicultural community. It is supplemented by local
magazines with specific news from the relevant site.
Total Quality Management (TQM) corners: special TQM notice boards at
all sites are updated regularly ensuring that those employees who may not have
daily access to a computer are kept informed.
Satellite broadcast: every year we broadcast the CEO’s address to employees,
highlighting the achievements of the past year and goals for the current year.
This is followed by a question and answer session with our CEO.
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RECOGNITION

AWARDS

EMPLOYEES

Excellence teams

16

165

Project teams

20

494

Best suggestions

11

20

ABCD

20

117

Knowledge sharing

26

210

Total

93

1006

CORPORATE RECOGNITION
In 2002 more than 1000 employees
received a corporate recognition award.

Teams
Teamwork is an essential element - together with a strong corporate culture,
common goals and a sense of personal empowerment - in the success of a
widely-distributed organization such as ours.
Over a third of ST employees are involved in Excellence or Project Teams and
we assess team performance in our employees’ annual appraisals. Half of our
professional employees are part of an incentive or recognition program that is
based on team results.

Employee Suggestions
We have run an employee suggestion program for over 10 years, to stimulate
innovation and problem-solving. All employees are encouraged to find solutions
to problems and identify opportunities to improve our products and processes.
The program helps promote job satisfaction, improve internal communications
and increase the efficiency and effectiveness of the company. In 2002 each ST
employee made an average of three to four suggestions. Over half (53%) of
these were accepted by the committee and subsequently implemented.

Recognition
We recognize and award team work, suggestions, knowledge sharing and
outstanding individual performance. This is done at corporate and local
recognition ceremonies that underline the company’s commitment to excellence.
In 2002, 650 employees (36 teams) across all functions were recognized for their
excellent team performance. Eleven awards were made for the best suggestions.
Every year, employees who have gone beyond their normal call of duty are
nominated to receive the A.B.C.D. award (Above and Beyond the Course of
Duty). In 2002, 20 received awards.

SUGGESTIONS PER EMPLOYEE IN ALL
ASSEMBLY AND TEST LOCATIONS
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A: Employees involved in teams
B: Performance appraisals that cover teams participation
C: Non operators with an incentive/recognition based
on team results

Employee Satisfaction
Ensuring that employees are satisfied with their work and treatment is a top
management objective. Every 18 months we provide our employees with
the opportunity to express their views, using a questionnaire that contains
80 questions. These cover issues relating to management practices, career
opportunities, strategies and employee satisfaction. Participation rate is always
higher than 80%; 86% in last run.
The questionnaire, named Dialogue, is completed anonymously and is given a
high priority by the company that sets aside time for every employee to complete
it. Consolidation is done by independent consultants. ST produces improvement
programs and action plans in response to the findings. We have initiated 267
plans as a direct result of the survey.
We will conduct the next survey in 2003, including a question seeking the view
of employees on corporate social responsibility.
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ST: Citizen of the world

ST: Citizen of the world
Economic impact
Our primary economic contribution is to generate wealth by adding value, using
our intellectual property and expertise. This value is distributed to our various
stakeholders in form of dividends, salaries and taxes. Some is retained and reinvested in our business.

Global partnership
As a leading global company, we believe we have an obligation to conform
to international standards and promote technological development worldwide.
This has led to a number of global partnerships, such as:
The Global Compact: we are a signatory to this UN initiative that promotes
responsible corporate citizenship, based on the Universal Declaration of Human
Rights, the International Labour Organisation’s core standards and the Rio
Principles on the environment. Companies that form part of the Global Compact
make a commitment to advance the principles of the Compact within their
spheres of influence by undertaking activities jointly with the United Nations.
Global, regional and trade organizations: ST is an Executive Committee
member of the World Business Council for Sustainable Development, chairs the
European Union delegation to the World Semiconductor Council, and is a
member of numerous national and international trade associations.
United Nations Information & Communication Tecnologies Task Force:
we are working with corporations, governments, humanitarian and non-profit
associations to find ways to narrow the digital gap that separates those
with access to modern digital technologies from those who do not.
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SOCIAL ADDED VALUE

2001

2002

Total Labor Costs

US$ (Millions)

1,493

1,593

Income Taxes

US$ (Millions)

61

89

Other Taxes (property, professional, other)

US$ (Millions)

54

64

5 year Capital Expenditure

US$ (Millions)

8,348

8,317

Asia Pacific

22%

22%

Europe

62%

65%

Emerging Markets

2%

1%

North America

14%

12%

STMicroelectronics Foundation
The STMicroelectronics Foundation is a Geneva-based non-profit organization
created to promote and coordinate the company’s contribution to sustainable
development. The Foundation has three main objectives:
Make known the vital importance of microelectronics and how it can contribute
to sustainable development
Promote the ideals of Total Quality and Environmental Management
Coordinate ST’s charity initiatives worldwide
A prime focus, within the first objective, is to narrow the gap between those
who have access to modern digital technologies and those who do not - known
as the “Digital Divide” - by improving information technology literacy.
This is being done through a training program (Informatics and Computer Basics
- ICB), aimed at ST people (where appropriate), their families, school teachers,
local governments, small enterprises and ultimately at communities in developing
countries.
In 2002, 18 ST employees from Italy and 14 from Malta took a “train the
trainers” course at STUniversity. They then trained 20 employees at ST’s site in
Catania, Italy, and 20 teachers in a local school, using the ICB program.
Eighty ST employees from Italy, India and Morocco have volunteered to take the
“train the trainers” course in 2003, while 140 people have been identified in
Italy, Malta and Morocco, to take the ICB training in the first half of 2003.
The Foundation’s goal is to use the ICB program to train 1,000,000 people
within 10 years.
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ST in the Community
We are committed to be good corporate citizens, contributing to the well-being
of the communities in which we operate. We believe that companies who do
this well fulfill their ethical obligations and also maximize returns to shareholders.
Dealing with local issues is the responsibility of local management who are part
of the community and are encouraged to take an active role in local affairs. This
is part of our meta-national culture.
Over the years our considerable capital investment on five continents has created
many thousands of jobs and contributed significantly to the growth of the
communities that play host to our plants. An important contribution we make to
local economies is through our purchasing budget. In 2002, we purchased more
than 33% of our goods locally.
Besides providing jobs, we contribute to communities through donations of cash,
products and a broad range of employee volunteering activities. In 2002, 18,000
volunteering hours were spent on environmental projects. We do not collect
data on the total amount of cash donated.
Local projects support communities and improve our relationship with our
stakeholders. They also help us recruit and retain the best young talent and
motivate our employees, generating more value for our stakeholders and our
shareholders.
We have developed strong links with universities and research institutes to
pursue common goals in research and development.
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Our partners include:
Belgium: Interuniversity Micro Electronics Center
France: LETI/CEA; France Telecom R&D
Italy: Consiglio Nazionale delle Ricerche; Istituto Nazionale per la Fisica della
Materia and Ente per le Nuove Tecnologie, l’Energie e l’Ambiente
We also have partnerships with universities, including Bordeaux, Grenoble, Lille,
Limoges, Lyon, Montpellier, Orsay, Paris, Toulon and Toulouse in France, Catania,
Genoa, Lecce, Milan, Modena, Naples, Padua, Turin, Verona and Udine in Italy
and Carnegie-Mellon, Stanford and MIT in the USA.
In 2002, ST strengthened its presence in China through an agreement with the
Shenzhen graduate school at the University of Tsinghua. The aim is to set up a
joint center for research and development of application-specific circuits. This
is of particular interest to China which is developing its own standards in areas
such as 3G cell phones, smart cards and digital TV broadcasting.

Case Studies
Carrollton and Phoenix
Our sites in Carrollton, Texas, and Phoenix, Arizona, are an integral part of their
communities, contributing to a wide range of educational, civic, and
environmental initiatives. As with all our sites around the world, the emphasis is
on many small-scale initiatives that, when combined, help to improve the vitality
of community life. Some examples include:
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EDUCATION
The Carrollton site supports the local school district’s mathematics and
science curriculum. We also co-sponsor an initiative to promote and strengthen
a program of voluntary advanced courses that could qualify students for college
credit. The enrollment and success rate has almost doubled within the first year.
Our Technology Internship Program (TIP) enables high school students to earn
high school credit while working at ST. In 2002, our Phoenix site was recognized
for its support and participation in Arizona State University’s Microelectronics
Teaching Factory.

CIVIC
Since 2000 we have been involved in 55 different community initiatives in
Phoenix. These include support for a campaign to bring mass transportation to
the city, contributing to the local community center, participating in fund-raising
for a diabetes charity, working for the Huger House Alzheimer’s program and
supporting the American Red Cross blood donors program.
Every year ST employees in Carrollton have dedicated hundreds of hours of volunteer time to the community. Our partnership with the local Metrocrest Social
Services has given us the opportunity to collect and distribute much-needed
school supplies to more than 700 local children.
Carrollton employees have been involved for the past four years in the National
Multiple Sclerosis 150-mile bike ride. This was started by one dedicated cycling
enthusiast and has grown into “Team ST” composed of 30 employees and their
partners.

ENVIRONMENT
For the past six years the Carrollton site has supported the Trinity River Clean Up
project where employees clear debris along the riverbanks near the ST site. Our
Phoenix site has been recognized with awards for conserving water and being
the first business in the city to use solar power.
38

Back-end manufacturing
and Subsystems group
BLOOD DONATION CAMPAIGN
In 2002 a dedicated campaign boosted the number of employees donating
blood by 600%.
Our Ain Sebâa Moroccan plant, where the initiative began in 1993, recorded a
770% increase in 2002, collecting enough blood to supply the city of Casablanca
for five days. There was a similar response in other Moroccan plants, in Malaysia
and Malta. In Shenzhen, China, 225 people donated blood, 95% for the first
time.
The campaign emphasised the benefits of socially responsible individuals taking
action to help their communities. Information about donating blood was carried
in all employee publications. A worldwide competition was held to design
the best poster to publicise the campaign. The top three entries - judged by a
committee of employees - won awards and the images were displayed in the
plants. Donors were presented with a distinctive pin (badge) to demonstrate their
participation.
The blood donation program continues and further promotions are planned to
build on the success of 2002.
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Singapore
Donating home-grown vegetables to charity, maintaining trees in a park and
contributing part of their pay to local charities are part of a comprehensive
community program at ST Singapore.
ST’s Singapore plants at Toa Payoh and Tuas run the CARE@ST Program, standing
for: Community; Acts of; Responsible; Employees. The two sites have adopted
the Red Cross Home for the Disabled and provide a range of services to the
residents. These include the donation of vegetables grown by employees in
their own time at the factories. Because of limited land at the Toa Payoh plant,
employees are using the roof to grow vegetables hydroponically.
Regular visits are made to the Home to support residents and maintain the
facilities. Residents are also invited to visit the plant and eat in the canteen.
A park has been “adopted” by employees who have volunteered as forest
rangers, tending 1,000 trees.
Employees can also make donations via a payroll-giving program. The money
goes to Singapore’s Community Chest, a fund raising division of the National
Council of Social Services.
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Farming at ST-Tuas

India
A number of small but highly targeted programmes by the employees of ST India
contribute to the communities around its operation in Noida, Uttar Pradesh.
The company supports two non-governmental organisations (NGOs) working
with disabled children. The groups are supported with donations and by
employee fund-raising.
One of the recipients, Astha, is a trust that has been providing help to children
with multiple and severe physical disabilities and their families since 1993. Astha
provides services such as physiotherapy, medicine, speech therapy, counselling
and special education.
The other NGO, Anchal, specialises in helping mentally-challenged children and
those from deprived families.
ST India offers space to display and sell handicrafts made by the children,
including candles, plaster models and greeting cards. Over $1,200 was raised
from the last exhibition. Employees are encouraged to donate unwanted clothes
and make cash donations to the NGOs.
ST people also support environmental improvements in Noida, especially tree
planting. Over 200 Ashoka longifolia trees have been planted on the central
verge outside the ST plant, improving the aesthetics and providing much-needed
shade. A children’s painting competition with an environmental theme is
organised every year. In 2002, the competition was sponsored by the Hindustan
Times. Children who entered were given a young tree to plant in their
neighbourhood.
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