“Monsanto intends to
be the best in whatever
we choose to do —
it'’s that simple.”
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Monsanto Company’s objective is to
consistently increase shareowner value
through market leadership in over 100
countries where we do business. We do

this by developing and manufacturing :
products to meet growing customer
needs in such areas as chemicals and ':

Ao al
chemical products, agricultural products.

man-made fibers, electronic materials,
health care, process controls, fabricated
products and oil and gas — the whole
linked by a sirong technological herita
And we earn the right to operate by
acting as a responsible citizen in our
communities and creating a healthy
climate for our employees.

JJV'

Italics throughout the Annual Report
identify Monsanto’s trademarks.
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{Cottars in millions, axcept per share)

1983 1982 1981
Net Sales $6,299 36,325 $6,948
Net Income $ 402 § 352 § 445

Per Common Share: Net Income §$ 978 $ 879 §11.50
Dividends 4.15 3.95 3.75
Shareowners’ Equity  89.66  85.97 84.37

Property, Plant and Equipment

Additions § 560 % 673 § 668
Depreciation and Obsolescence $ 517 § 439 § 263
Research and Development $ 2980 § 264 § 233

Net income for 1983 includes extraordinary wx benefits of $33 million,
or §0.81 per share, from the utilization of ¢x-U.S. loas carryforwards.

Net income for 1982 includes an extraordinary gain of $23 million, or $0.38
per share, from an exchange of debt for common shares
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1983 Sales by Operating

Unit & Major Market

(Collars in millions)

o

Net sales of each Net sales of each

Monsanto Operating Unit, Monsanto Operating Unit Home
and perceant of lotat In major markets Agriculture Furnishi
4 and percent of total  $1,272 $1,217

V. v 19.3%

Operating Units Major Markefs » Construction
and

Agricultural and 51,319
Nutritional Products

Agricuftural Products 181,187
Nutrition Chemicals

Fibers and $1,170
Intermediates

Man-made Fibers 23 $512
Taxtile Intermediates

Indusirial Chemicals 5856 I

Detergent and Fine Chemicals E ~ ] $54
Speciaity Chemicals

Polymer Products

Plastics $2 $823
Resin Products

Rubber Chemicals and Instruments

Engineered Products 5596

Engineered Products 9.5% $14
and Matertals
Oll and Gas

-
§

Fisher Contrais ] 5528

Valves, Requlators and 8.4%
Electronic Process Controls

Total $8,299
100% DSk 021511
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Pharmaceuticals
and Chemicals
Moﬂ:l. c llletol'm and
Produc Vehic! Hydrocarbons Apparel Mark
3792 3721 $597 $520 $437 ﬂ'ﬂ.t.
12.6% 11.5% 9.5% 8.2% 6.9% 11.8%
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jetter 1o Shareowners

On the cover of this year's
Annual Report, we make a
bold assertion: “Monsanto
mtends to be the best in
whatever we choose to do —
it’s that simple.” It is a goal
that we are convinced we can
reach. In many areas, we
have already reached that
level of excellence. In others,
we are well along the path.

That statement reﬂec'Ls

fl'u:- nrr—nrnmr e A artioe
SUTAICERC Todaioduon

Monsanto has pursued these
past few years as it moves
awa from a largely com-
medity petrochemical-based
company towards a company
of higher value-added, higher
profit specialty products and
Drocesscs It also speaks to
our role in society as a pro-
ducer of safe and reliable
products, a good neighbor in
our plant and location com-
munities worldwide, and an
active participant in shaping
the dialogue on public policy.

We are proud to report to you
that, in 1983, we made 51gm£1-
cant progress towards this
goal of excellence and we are
continuing to actively manage
{Our asseis, [LCunuxﬁg')" pCprL,

market opportunities, and

products in the best {radmom
of Monsanto. Your company in
1990 will look quite differ-

ent, but the strengths which
make these changes possible

Prosidoant Richard .1

Mahoney (left) with Chair-
man Louis Femandez

[}
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will still be with us, particularly
the creativity and dedication
of our worldwide family of
employees.

Fundamentally, we see the
future Monsanto as a com-
pany with three roughly
equal parts: a successful and
profitable chemical products
DUsINess; a mMajor presence in

the biological sciences includ-

ing agriculture, nutrition and
health care; and expanded
activities in fabricated goods,
process controls, electronic
materials and oil and gas.

In 1983 we took steps in

many areas to forge our

strategies into realities, and

emerged from the worldwide

recession better positioned

tor the coming years. In this
ast year, ourCompany;

® Farned $402 million, an
increase over 1982 of
14 percent.

& Increased financial commit-
ment to research and
development by 10 percent
over 1982, We intend to
continue that trend.

B Carefully managed our
assets, eliminating busi-
nesses which drained
protfits with no hope of a
twrmaround.

2 More than tripled our poiy-
mers earnings and brought
our fibers business to prof-
itability with further
improvemnents in hand.

B Capably managed our way

through reduced deman

for farm chemicals result-
ing from poor weather and
the government’s Payment-
in-Kind program, which
took unprecedented crop
acres out of production.

8 Made excellent progress
towards developing new
herbicides and new seeds

£ + 3 'S}
from plant science. Qur

first genetically engineered
product — designed to
increase animal food effi-
ciency — moved to the ad-
vanced development stage.

8 Established a Health Care
Division and developed a
blueprint for market entry,
agreeing in principie to buy
the Belgian company, Con-
tinental Pharma S.A., as an
important first step.

B Took over full ownership
of Fisher Controls Interna-
tional Inc. to permit us to
accelerate this high-growth
business.

@ Started up the world’s larg-
est maleic anhydnde plant
which uses a new low-cost
Monsanto process.

® Began fresh imtianves
for sales in China and
the USSR with resuits rang-
ing from new levels of

agricultural programs to
expanded chemicals and
mechanical goods.

@ Fought off infringements
and strengthened patent
protection for our most

~ profitable product,
Roundup herbicide.

® Entered a research agree-
ment with Oxford Universicy,
while continuing our bio-
logical effort through
major agreements with
Washington University in
St. Louis and other institu-
tions around the world.

B Added importanty to our
Board of Directors through
the election of Dr. Iohn B

Lian Calihuqisng L Arl L1kt L2,
Slaughter, Chancellor of
the University of Marvland
at College Park and former
director of the National
Science Foundaton.

® Completed a major cor-
porate reorganization
designed to better focus
our technical strengths
on worldwide market
opportunities.
There is stitl much to be
done, and, in certain areas,
we were not as successful in
1983 as we would have liked.
Although we have more new
Eroducts entering the mar-
etplace now than at any
ather time i our recent his-
tory, we need to — and will
— shorten the elapsed time
from idea to commercialization.

There continue to be parts of
Monsanto that are not oper-
ating atacceptable profitlevels,
particularly in some of
remaining commodity petro-
chemicals. We have repaired
parts of these units ané)are ag-
gressively working on the rest.

ST
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The promise of a highly profis-
able silicon business remains
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only a forecast. While long-
term prospects are excellent,
PR - L SUN S |

QuUl SHICON OUSINEss nad
unsatsfactory financial

results in 1983.

Building on and accelerating
our strengths and improving
results on aif of our assets

will remain ‘our operating
philosophy.

The Company’s performance,
of course, must meet another,
very important test: our obli-
gation to society. In this cate-
gory, Monsanto also intends

to be second to none.

For exampie, the pubiic

has a genuine concern about
toxic wastes and dump sites.
Monsanto agrees with the
need for eftective manage-
ment of hazardous waste
disposal, and we are
responding. In 1584 we
expect to spend $25 million
to clean up old dump sites —
a level of expenditure likely
to continue for several years.
We are providing strong
leadership in mobilizing the
chemical industry to seek
posiuve solutions to the haz-
ardous waste problem, We
think that is what the public
would expect from a com-
pany like Monsanto.

On another front, many citi-
zens are uncertain about the
new technology of genetic
engineering. Since this is an
important growth area for
Monsanto, we intend to be

P . UV _
a lca.uct i Colnunicaung

with the public about the
safet? inhérent in properly
regulated biotechnology.
Finally, Monsanto people
throughout the world will be
working for open avenues of
trade for our products. Pro-
tectionism is not the avenue to
international prosperity. And
consistent with a free and fair
trading environment, nations
must be continually urged to
protect property rights. We
intend to defend these rights,
particularly in patents and
product registrarion, which
are so critical to our Com-
pany’s future.

As a result of the new direc-
tons charted over the past
few years and the corporate
reorganization designed to
implement them, our Com-
pany is much better able (o
manage its future. We know
where we want to go, and
what it will take to get there.
We harbor no illusions that
the course ahead will be easy
as we face swiftly changing
market demands, increasing
competition, accelerating
technological challenges, and
escalating public expectations.
Nevertheless, our aspiration
to excel serves as a unifving
force in a time of divisive
complexities. Our Company
is astir with a renewed sense
of optimism, and indeed a
spirit of excitement.

As we move ahead, we are
measuring ourseives con-

stantly against our visions

of the future as well as our
traditions from the past —
traditons which have evoived
over the decades of strong
leadership from John E
Queeny torjohn W, Hanley —
traditions from which compa-
nies derive their ideals and
standards - traditions of
quality in our products, ser-
vice to our customers, fair-
ness to our shareowners, loy-
alty to our employees, and
commitment to our plant and
office communities.

QOur broad strategies are in
place, and the task now is to
carry them out effectively.
How we intend to do this is
described in this Annual
Report. The §ood year we

enjoyed in 1982 is a hearten-

ing milestone along the way

to being “the best in whatever

we choose to do.” Our plans
rovide the direction — we

ow what we have to do.

L2 JON ,
Richard J. Mahoney
President and Chief

Executive Officer

A 77
Lo 4@“_.426’ -

Dr. Louts Fernandez
Chairman of the Board

March 5, 1984
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The Hanley Years

John W, Hanley retired
March 1, 1984, after 11 vears
as Chief Executive Officer of
Monsanto.

As the first CEO recruited
from outside the Company's
ranks, Mr. Hanley took over
a %2 billion muldnational
enterprise with a proud heri-
tage of achievement dating
back to 1901, and directed

it through one of the most
important transitions in is
history. He moved Monsanto
from a loosely knit group of

hfmg:a! blls!hpecpe tn a maore

broadly based, markering-
oriented organization with a
highly professional manage-
ment team and a carefully
defined strategy for the
future.

Under Mr. Haniey’s leader-
aml.), Monsanto dramdticaﬂy

expanded its highly protita-
ble agricultural chemical
business. He guided the cor-
poration mnto promising
scientific fields, in partthrough

strong in-house capability, but

also by way of constructive
partnerships with leading
academic instiutions. He
enhanced an already strong
sense of corporate responsi-
bility within Monsanto. This
began with his own personal
commitment to his subordi-
nates and extended through-
out the company. In all these
areas, his imprint on the

organizarjon was deep, and his

pE!’CE‘p[IVF tfl\!f/"h‘S end H"U'HT

A good measure of any cor-
poration’s performance is
what happens to its commaon
stock price over a susLzined
period. During the Hanley
tenure, Monsanto’s stock rosc
119 percent, outdistancing
the Dow Jones' 24 percent
rise as well as those of the
other major chemical
cOmpanes.

The notable progress made

under Mr. Hanley in build- :
ing stronger professional
management, enhdncing i
deveiopmg a well-balanced

product line will stand

Monsanto in good stead dur-

ing the rest of this decade

and into the next. His voice

will continue to be heard with

ticulating a leoacy of
ul UNg & Wgady
A

nning and nurpose,
[ &4 L 1
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To be the best at whatever we
choose to do . . . t0 ensure
that Monsanto is a business
enterprise worthy of the con-
fidence and enthusiasm of
shareowners and tnvestors
between now and the 1990s.
We are in transition — away
from largely petrochemical-
based commodity chemicals
range of
lty prod-
ucts. By E990 we expect
Monsanto to be involved in
three broad areas: traditional
chemicals and chemical prod-
ucts, innovative biotogical
products and high-growth
engineered goods and
systems.
We have the fundamental
strengths with which to forge
this three-part Monsanto.
There 1s a solid base of lead-
ership businesses — ranging
from long-time leaders like
rubber chemicals to premier
growth products like Roundup
herbicide. We expect a strong
array of dFVPinﬂmPnrai busi-
nesses to hegin to add
substantial revenues to our
earnings base within the next
few vears.
Our research and technologi-
cal capability will not only
produce new products for
the Future but also supple-

. ment existing products. For
instance, significant increases
in technology spending for
our fibers businesses over the

der
r\‘ecuﬂnx ryreard
SpP

past five years have resulted
in a broad range of new
products with great promise.
Our financial strength ena-
bles us to support our growth
programs and to pursue a
realistic acquisitions strategy.
We know what we must do to
reach our goal. In the next
few pages, we otfer evidence
that we are turning our
objectives into realities,
through:
B new products — witness
Ricochet herbicide for vine-
yards and Scout herbicide

for rubber planmz:ons

rubber nd Cadon e engl-
neering thermoplastics,
PRGVOX instrumentation
and many others.

® new markets and new appli-
cations — as with Roundup
herbicide uses in conserva-
tion tillage, or Saflex plastic
interlayer in glass for new
architectural uses.

@ solid markering — demon-
strated by the growing
market strength of Lasso
herbicide and the phenom-
enal growth of Wear-Dated
carpets.

8 international market devel-
opment — ranging from
long-established worldwide
businesses like plastics 1o
the rapid international
expansion ot growth busi-
nesses like electronic
materials.

B strategic acquisitions —
including total ownership
of Fisher Controls, pur-
chase of a soybean seed
company and an agree-
ment in principle to acquire
the European pharmaceuti-.
cal firm Contnental
Pharma S.A. all in 1983,

The fundamentai principie

to excel translates into mar-

ket strengths in the late 1980s
and beyond.

STLCOPCBA4006826
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Agriculture

Providing 20 percent of our

total sales, world agriculture

is Monsanto’s most profitable

market. Monsanto is the larg-

est internanonat manutacturer

and marketer of herbicides,

with Lasso and Roundup hex-

bicides continuing to lead the

industry.

Agriculture will be an even
more important market in ;
the future, and we are invest- :
ing heavily in research and

development for new prod-

ucts and technologies, such as

plant sciences and feed addi-

tives. We are also increasing

warldwide investments in

local manufaciure of

herbicides.

During 1983, our sales in this

market were down, largely

because of the U.S. govern-

ment’s Payment-In-Kind

\Pl.l\.) prograin, which pdid

f)rmp)rs ey ] ave nnnd:
i INSTS W0 2 VAL

Bl memer sncnuas moolssome ol Sl
MGy NP ITURWTW= S

lage practices rely on
Roundup herbicide.
Here, capeweed crowds
out clover in an Austra-
lian pasture. Roundup
applled at low rates

when capeweeu is in

£lamsarme Leilloe Shuss vavmnal
HVIYCTTI RAMD I Iweauwl

before it sets seed,
thereby reducing infesta-
tion in the next crop.
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acres that would normally
have gone into corn,
sorghum, wheat, rice and
coton. Corn planting, the
largest market for Lasso her-
bicide, was down by 22
million acres.

Nevertheless, Monsanto
macle the best of that situa-
tion. Although sales of Lasse
haoarhirido daclinmad From 1RO

levels, market share increased
i1 both corn and sovbeans.
Acreage will increase to near
1982 levels in 1984 as farmers
place idle acres back into ftull
producton.

Scout herbicide contirols

troublesome weeds
amaneg nihhar trooe an
this Malaysian plantation.
Scout complements the
use of Roundup herbicide
in the total weed manage-
ment system for planta-

tion crops in tropical Asia,

>

1
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Sales to Agricuitural Market
{In Millions)

comrol on wdle P!K acres.
Nevertheless, worldwide
sales of Roundup in 1983, up
11 percent over 1982. were
less than we had expected -
because of the depressed
international economy, a
strong dollar and unusuatly
bad weather primarily in
western Europe. We expect
Roundup to return o histori-
cally higher growth rates in
the vears ahead.

Future Products from
increased Research
In the future Monsantos

Panrl:s in Ag ic i[an ;md bio-

logical sciences will result in
new products for both exist-
ing and new agriculture-
relfated markets. We holstered
our already ﬁrst-rate
research capabilities during
1983, as we neared comple-
tion of two major research
centers — one near lokvo
and another near St. Lous.
We also purchased another
leading seed company in
1983, providing us with a
southern L. S. sovbean gene-
pool. Considerable research
attention is being focused on
plant sciences, a lo

effort with enormo

potential.

The challenge for the near
term, however, is to maintain
and enhance the markets of
Lasso and Roundup herbicides
as patents in some countries
begin to expire in the late
1980s and early 1990s. While
there are a number of
options available, Monsanto
will use a three-pronged
approach: continuing to
price to vaiue: developing
new uses and applications;

and creating new formuly-
tions, based on each
herbtmdes active ingredient.
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Maintaining Lasso Herbicide
Market Position

Lasso herbicide is the more
mature product with clearly

Lasso's position and prepare
for patent expiration in late
1987, we will build on its
several strengths: well-estab-
lished reputation for quality.
strong brand identity and the
largest and best tield sales
and technical support team
in the agricultural chemical
business.

In addition, we expect 1©
have new and bertier herbi-
uucS av culame in the market
before expiration of the pat-
ent on Lasso. Furthermore,
there will be new superior
formulations and new mixes
with other herbicides. We are
confident that Lasso and
related herbicides will main-
tain a strong market position
in the late 1980s and bevond.
Patent expiration Is not quite
the same concern for
Roundup herbicide for two

STLCOPCB4006829
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reasons, First, in the United
States a recently issued patent
gives protecuon to the year
2004, even though patents in
other parts of the world
begin w expire earlier. Sec-
ond, Roundup is still very
much a growth product.

Aoundup Herbic
A Multiplicity of
Applications
Roundup is so versatite that it
may be considered not one
but several products. A mul-
tiplicity of new markels are
being identified, and with
reformulations and new
applications. Roundup is
spreading 1o new markets
throughout the world,

Eela i
1. B

Measuring milk yietds is
part of nearly completed
experimental studies on
methionyl bovine somate-
tropin (MBS), a compound
which improves the eifi-
ciency of conversion of
feed to milk in dairy cat-
tle. To be intraduced in
the late 1980s, MBS
should help reduce the
cost of milk production.

DSW - 021521
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For example, as a pre-harvest
herbicide, apphed to a field
with matured crops, Roundup
destroys weeds, thus permit-
ting a cleaner harvest, and
prepares the field for the
planting of a second crop
almost unmediately. After
only two years, it is the stan-
dard in the United Kingdom
and continental Europe, and
we intend to establish pre-
harvest application in the
United States.

Roundup continues to find
favor as an integral tool in
ever-expanding reduced til-
iage agricuiture. For instance,
low rainfall in some wheat
growing areas in the United
States and Australia requires
that fields lie fallow one year
out of every three or four in
order to build up moisture
for the next crop. Chemical
fallowing conserves soil, time,
labor, and energy by replac-
ing ten to twelve plowings a

year with a one-pass applica-
ton of Roundup. In another
reduced tllage practice in
Australia, Roundup herbicide,
applied at low rates, effec-
tively controls capeweed,
which has taken over broad
expanses of Australian pas-
ture fand.

New Products for New
Worid Markets

We are developing several
new products for lower cost
and more effective control of
both perenmal and annual

warmm o
wEC:as. .LH’UHLU | Lo

ruamal Faren +hn
5*}!.&431 formulation of the

active ingredients in Lasso
and Roundup introduced in
1981, has grown in reduced
tillage uses in corn and
soybeans.

Within the last few months
we have also introduced
Ricochet herbicide for vine-
yard use in France and in
other grape-growing coun-
tries. Also just introduced,

e brronda ra

Crmed havhicida 1l-
Scowd neroiciae controns trou

rubber

blmnrpn wnnf‘!: n rhhey

{iwte 04

plantations in Malaysia. It hras
potential for other crops
throughout tropical Asia.
Through these new formnula-
tions and new uses, products
based on glyphosate, the
active ingredient in mundup,
are being introduced into
new markets worldwide.

While we enhance the

markets of our herbicides, we

will also move rapidly ahcad

on products for the animal
feed industry. We have com-
pleted and successfully
started up a 100-million-
pound-per-year facility in
Texas for producing Alimet
teed supplement, liquid
methionine hydroxy analog.
Santoquin andoxidant contin-
ues 10 be the leading
antioxidant used in the
poultry feed industry.

We expect to market a new
product for animal agricul-
ture within the near term.
Methionyl bovine somatotro-
pin, an experimentai product
made through genetic engi-
neering techniques, improves
the effg 1ciency of milk produc-
tion in dairy cows. It is
showing attractive test results.
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The construction and
home furnishings marketis  **°
Monsanto’s second largest Lo
market, accounting for 19 1400
percent of totai sales in 1983, ,, s

Strong Growth for
Wear-Dated Carpets

The success of Ultron nylon :
fiber rests on its strong per-
tormance characteristics ;

.7

it wili continue to be one of
our largest as we enhance the
posttion of strong estzablished
products and new products
through quality, value and
increased technological
SuUpport.

This is a highly cyclical
market, heavily dependent
on the volume of residential
construction. Depressed for
three years, construction and
home furnishings rebounded
strongly in 1583, and
Monsanto’s sales were up 13
percent. Sales of Santicizer
plasticizers, which impart
flexibility to vinyl materials
used in flooring and wall cov-
erings, followed the strong
surge in construction during
the year, as did sales of resins
used in paints and industrial
coatings.

Sales of Lustran ABS plastics
did well in smali apphances, a
growing new market for this
product. Lustran Ultra ABS
plastic, a higher quality new
plastic, gained increasing
acceptance for consumer
electronics and telecommuni-
cations uses.

Sales of Acrilan acrylic fibers,
used in upholstery, draperies
and wall coverings, also grew
in 1983, With a major tech-

{In Miltions)

nological commitment to
develop new products and
modify existing products in
acrylic fibers, Monsanto

MR P somenn o loeenae

L
IENAs (O oeCome a lal gl

cuinnliar tn thaca marbate
Jut}t’u\'l ML LAl J% RALLAA DY LT

Particularly strong during
1983 and projected as large
growth products for the next
several years are two well-
established Monsanto prod-
ucts — Ultron nylon fibers for
carpet and Saflex polyvinyl
butyral plastic interlayer for
laminated glass. Both moved
well ahead of market recov-
ery during 1983,

backed up by our warranty

for Wear-Dated carpets. This
15 the best-known product
warranty in the business and
has been in use for more
than two decades in the
apparel industry. It stands
today behind Wear-Dated car-
pets made with our branded
fibers. The symbol for Wear-
Dated carpets assures the con-
sumer that the carpet being
purcnaseu has pB.SSC(] our

T lgO‘l‘OLZS tEStiﬁg‘ standards
and will provide excellent
performance in the home.
Sales of Uliron fibers have
grown dramatically since
Wear-Dated carpet was intro-
duced in 1980. Todav more
than 60 percent of our nylon
carpet fiber is sold as branded
fibers, and over 90 percent of
al! retail carpet stores carry
Wear-Dated d carpets. At the
january l‘J'O‘:t Carper. [I'd.ClE

ahacos AAAinone P Y T
3N0ws, MOnNsanio 1iad uac

majority of all the new nylon
staple carpets introduced.
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Expanded Uses for Saffex
Interlayer

Saflex polyvinyl butyral inter-
layer tor laminated glass has
been a market leader for
four decades in automohile
safety glass. [t also has wide
acceptance for safety reasons
as skylight glass in buildings
and n structurcs where
safety glass is required by the
Consumer Product Safety
Commission, Laminated
glass made with Saflex plastic
interlayer meets today’s archi-
tectural designs for a
versatile, high-performance
glazing product that offers
safety and security as well as
solar and sound control.

Coansumera can be sure

pra g il

of quality and value in
Wear-Dated carpets made
with UHron nylon. Since
Monsanto began offering
a ﬁve-yaar warnranty for

e ol o umm

Wear-Daled car vE-a i
4nnn’ axlac af Mancanta's

branded premium car;;,i
fibers have increased by
28 percent.
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Dramauc evidence of the
qualities of laminated glass in
windows occurred during
August 1983, swhen Hurri-
cane Alicia hit southeast
Texas. Many buildings with
ordinary glass suffcred
weather damage and inter-
ruption of business.
However, those with lami-
nated glass were protected
from such damage and
disruption.

This demonstranon of the
qualities of laminated glass
for architectural use will help
promote the rapid growth of
this older Monsanto product,
whose sales grew by more
than 25 percent worldwide
during 1983.

An old product finds new
uses. The market for
Safiex polyvinyl butyral
interlayer, for 40 years an
essential part of laminated
safety glass in automo-
biles, has grown with the
use of laminated architec-
tural glass, as in the
exterior waiis of Pepper
dine University Plaza in
Los Angeles.
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Pharmaceuticals and
Personal Products

- S

Monsanto will broaden its
position in pharmaceuticals
and personal products
through new product and

market davelonmen
RIBIALL UL VCU PG

national EXpansk
acqumnons

Markets for pharmaceuticals,
detergents, and personal

goods provided 13 percent of
Monsanto’s total sales in 1983.
These markeis tend to be less

ha hoaar shasr
'}’”I""’I [han CEOSTS, oul iy

benefited from the generat
recovery in 1983, and
Monsanto’s sales increased

7 percent over 1982,

Sales of Monsanta’s plastic
bottles, most of which
become packaging for prod-
ucts in these markets, were
particularly healthy in 1983.
We intend to strengthen our
position tn this market
through a continuing empha-
sis on higher value-added
products,

During 1983, detergent
products benefited from the
recovery in the U, 8. econ-
omy, where we have for years
been the largest maker of
raw materials for the soap
and detergent industry.

New Detergent Products In
Global Markets

Monsanto i3 poised to take
advantage ofP;)pportunitics in
worldwide detergents mar-
kets for the rest of this
decade. We are working to
develop new surfactants,

ﬂtn!",
l dliLn i
znd

8 8 § 58 3888
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Sales to Pharmaceuticals and
Personal Product Market
(In Milliona)

builders and bleaches. For
example, Monsanto is devel-
oping a potential new bleach
product with characteristics
pamculariy attractive for low-

PP SV PR PRy ey __.l...

mpciatulc MUHUCI IHS.

nrevalent nractice in the
prevaient prachic o

United States and a growing
one in Europe. We expect to
market this product within
the next few years.
Traditionally, Monsanto has
focused on U.8. detergents
markets, even thuugh wE
already supply NTA (nitriio-
triacetic acid) and other
ingredients to non-U.8. mar-
kets. Qur developmental
products, however, have
equaiiy great potentiai in

other world markets, where
we are increasing our efforts,
We are pursuing plans to test
the potental for investment
in the local manufaciure of
detergent products not only
in Europe but also in South-
east Asia, China, Japan and
Brazil.

Moving Into Prescription
Drua Maricata

[\ 1 nde ta harmma
vonsanto intenas ¢ become

a major participant in the
global Cai)ree;criprjt.m pharma-
ceutical market. Our newly
created Health Care Division
expects to begin markeUng

PPN, LU

Monsanto-discovered prod-
ucee in the iate 19805, During

223 s VWS AUl

1983, the Health Care Divi-
sion built its organization
through the appointment of
several top managers with
extensive experience in the
phanTLaCE:uum business. We
also negotiated an agreement
in principle during 1983 to
acquire Continental Pharma
8.A., a Belgian pharmaceuri-
cal company, which has first-
class research and develop-

ot b s e e B
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Our move into health care
markets is based on a careful
consideration of Monsantos
strengths and market oppor-
tunities. For instance, we
have technological and
research skills relevant to the
pharmaceutical field, particu-
larly with our strong position
in biotechnology. Another
strength is our series of rela-
[!O,T!Shlps with maior scientific
research universities, includ-
ing Washington University in
St. Louis, Harvard University
and Oxford University, Sup-
plementing these is equity
interest in two biotechnology
companies, Biogen N.V. and
Collagen Corporation.

Aside from our technological
and research strengths, phar-
maccuucals are attractwe o

dommant world
leader. It is also a high value-
added business, consistent
with Monsanto's move toward
proprietary products. Finally,
itisalargeand growing market.
We expect pharmaceutical
sales in the non-Communist

world to grow to more than
$150 billion by 1990, more
than double 1983 sales.
Monsanto is also involved in
other pharmaceutical mar-
kets, primarily as a suppiier
to final formulators. We are
the world's leading supplier
to the over-the-counter anai-
gesics market, with strong
Fnelhnne 'I'l"\ :N.pn'!n ﬂnd ﬂcg!
nmlnnnhen During 1983, we
maintained our posmon in
world aspirin markets, while
we increased our participa-
tion in the higher-growth
acetaminophen market.

We are also the only U. S.
manufacturer of L-Dopa, a
prescription drug used in the
treatment of Parkinson’s Dis-
ease. The bulk manufacture
of this drug is based on

enn l edrmemy TwmE e o e
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Sales to Capital Equipment Market
(in Millions)

Currently providing 1l per-
cent of our sales, capital
equipment markets should
be the arena of some of
Monsanto’s greatest growth
during the next decade.
Superior technology, world-
class products and excellent
service give us a strong posi-
tion from which to expand.
Most segments of the capital
equipment market remained
depressed during 1983, and
our overall sales dropped by
5 percent. Sales of Fisher

Controls International, Inc.,
manufacturer of control
valves, field measurement
instrumentation and distrib-
uted digital control systems
for industrial processes, were

down by 10 percent. That is a

D3SW 021527
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far better performance than
our competitors, however,
who averaged a sales decline
of more than 30 percent.
The electronics industry

racyirmad gronseh 14 10029 R d
FOSUINICT gTOWUWL i1 10Gd, d0iG

our sales of silicon-wafer
products used in the manu-
facture of integrated circuits
rose 36 percent. We expect
our electronic materials
Income to turn positive atter
several years of heavy
investment.

In engineered products and
faalities, results varied. Sales

Initially developed to
recover hydrogen from

warmmbo ane DBESICLE onma_

TWODMT YOy ¥ SR IV e
rators in expanded appii-
cations now separate
other gases, including
nitrogen, oxygen, carbon
dioxide and methane.

At this Warren Petroleum
insiaiiation in California,

a PRISM separator
removes carbon dioxide
from a natural gas stream,
making it suitable for sale.
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of sulfuric acid plants by
Maonsanto Enviro-Chem
Svsiems. Inc.. and PRISM
hollow-{iber gas separators
were directly atfected by
depressed capital equipment
spending. However, Enviro-
Chem introduced an impor-

tant energy-saving technolof{\'

in 1983. Monsanto also com-
mercialized four new
applications tor PRISM sepa-
rators. which found growing
international favor during
the past vear wich sales i
Brazl. Japan. Norway and
the United States.

For the remainder of the
1980s, Monsanto expects
significant revenues from

Pe P Ny oy ar-
u(,\\,lul,_nu\_nf.s H‘. th“.: C(’Lpl[.‘)l!
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Fisher Controls Builds on
Technological Leadership

Fisher Controls will continue

to build on its leadership in

cl—-’. =l L.-.
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the number-one woridwide
mdnufacturer of complete
process-control systems. To
reach that goal. Monsanto
purchased the one-third
share of Fisher Controls held
bv the General Electric Com-
pany, p.lc., of the United
Kingdom. Fisher Controls is

~

Fisher has long been the pre-
mier manufaciurer of contr ol
v dl\ €5 dllu (cgundtu: s. 1 ilt'
introduction of a unique
high-performance rotary
valve m 1984, coupled with
the recent introduction of a
severe service valve, will fur-
ther strengthen Fisher’s
leadership in this area.

The field measurement seg-
ment of the business, which is
the largest market, is frag-
mented. To enhance its
posttion, Fisher Controls has
been a leader in adapung
electronic technology to proc-
ess control. Last vear, Fisher
introduced & unique, pro-
prietary vortex flow
transmitter tor more reliable
and accurate flow measure-
ment. Fisher also brought out
a new series of quick-reacting
valve positioners that not
only "fine tune” pertor-
marice, but offer wemendous
customer flexibility as well.

In control room instrumenta-
rion. Fisher established iiseif
amony the top three manu-
facturers with the 1980
introducuon of PRAVOX
instrumentation. PRaVOX
establishes Fisher as a leading
supplier of distributed digital
control, which is the pre-
ferred form of instrumen-
tation today. Such control
means that & series of nicro-
processor “brains” are
distributed throughour the
process, instead of ali control
emanating from a central
source. The result is more
secure. efficient and flexible
process control.

Electronic Materials Poised

S R wlond I eoenrble
WV I e WISV
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Monsanw in 1983 reatfirmed
its commitment to the silicon
wafer business by torming
the Monsanto Electronic
Materials Company as an
operating umit. Monsanto is
the largest supplier of silicon
1o the United Stares market
and is a leader in world
markets.

Monsanto has moved awayv
from largely commodity sili-
con toward differentiated
stiicon-wafer products which

now a wholly owned subsidiary.
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offer greater value w cus-
tomers and thus command
higher prices. After u nvo-
and-a-half vear stump, we
expect the industry to return
1o a high growth vate, and
Monsanto believes it is better
poised than any to take
advantage of this expansion.
By the 1990s, Monsanto’ goal
for its electronic materials
business is annual sales
approaching three-quarters
of a billion dollars. This
growth will be based on
several strengths.

PRoOVOX process-controi
instrumentation has be-
come a leader in a rapidly
growing market. Well estab-
lished for continuous-
process control, PR6VOX
is now recognized for

eunarine nunalitics in

g s e wpmeteRs wA s W8

batch-process control, as
at this resins plant in
Massachusetts.

D3W 021530

STLCOPCB4006839
TOWOLDMONO0015236



| 22]
T

First, there is the current
strong rmarket positon in the
United States and around the
world. Second, previous heavy
investments in capacity
expansion means that
Monsanto now is better abie
than our competitors to take
advantage of worldwide mar-
ket growth. Third, the
quality of our products is sec-
ond to none among
international market
participants.

ARhough current sales of
silicon-watier products to
the Japanese semicon
ductor industry are smali
compared to our U.S. saies,
Monsanto is commitiing
the resources necessary
to become a major sup-
plier in Japan by the 1990s.
Here, NEC ion,
Japan's largest maker of
chips for the electronics
industry, processes
Monsanto silicon wafers
into integrated circuits.

DSW 021531
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Fourth, we are producing
high-technology value-added
silicon preducts permitting
chip manufacturers to pro-
duce higher yields of more
u,uul.ucz\ ul[eSldlcu Greults
on smaller chins F""ﬁnd},

chips. Cuir
these account for 37 percent
of our total sales for inte-
grated circuits, up from

11 percent in 1981.
Commercial Development
Strengihens Enviro-Chem
Monsanto Enviro-Chem
Systems, Inc., is the world’
leader in design and con-
struction of suifuric acid
plants. In 1983 that division
introduced a new technology
to recover the tremendous
heat generated by producing
acid and to turn it into elec-
tricity that can be sold to
public utlities. A plant using
this technology was com-
pleted in Florida last vear.
Monsanto is also the world-
wide technological and sales
leader in membrane gas sep-
aration. New applications
such as enhanced oil recov-
ery, natural gas refining,
landfill-gas recovery and
nitrogen separakion appear
promising.

RDI, Inc., a wholly owned
subsidiary acquired in 1980,
produces the world's most
powerful and highest quality
electron beam accelerators,
used o strengmen plasuc,
devices and vulcanize rubber
without the use of sulfur.
RDI, Inc., is also moving into
an expanded service role for
its Customers, with a new
eastern U. ; center expected

nnnnnnnn L. 109z
o be uycu:tluncu Oy 1209,

Several Monsanto product
lines have long been leaders
in world motor vehicle mar-
kets, where we made 9 percent
of total 1983 sales. To extend
our successes in these mar-
kets, we wiil rely on our
established market positons,
a well-developed interna-
tional presence, and superior
technology o customize
products to meet special
customer needs.

Virtually all Monsanto
products in this market had
robust sales in 1983, primar-
ily because of a vigorous

30 percent increase in North
American automobile pro-
duction. The outlook is even
more encouraging, since the
historically high seven-year
age of the average automo-
bile in the United States
indicates continuing con-
sumer demand.

Established Products Will
Have Strong Growth

Sales of Saflex polyvinyl
butyral interlayer for lami-
nated autornobile safety glass
should have strong growth
for the rest of the decade as
governments and manufac-
turers increasingly specify
laminated safety glass for
automobiles. Monsanto wiil
benefit from this market
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Sailes to Motor Vehicies Market
{In Millions)

growihi, with manufacturing
facilities in the three largest
markets: the United States,
Europe and Japan. Saflex is
also becoming less subject to
the cycles of the automobile
industry with its rapidly
growing popuiaricy for non-
residential architectural uses.
We also intend to extend the
position of our rubber chem-
icals, in which we are the
world leader. Today about
two-thirds of our total sales

are outside the United States.

New products in the late
1980s will strengthen our
lead and maintain our
preeminence in this market.

A product with significane
opportunity in ure markets
is low-twist nylon tre cord.
This product, made with our
nylon yarns, provides tire
manufacturers with a new
range of tre design and
geometry options, which can
lead to lighter-weight tires
with reduced rolling resist-
ance and, therefore,
improved fuel economy and
berter handling and ride
characterisucs.

Monsanto plastics have many
automotive uses. both for
body trim and under-the-
hood components. Among
the most successful has been
Lustran ABS plastic, two

new grades of which were
launched during the year.
One better withstands weath-
ering in various components
and the other provides lower
gloss for interior trims.

innovative Plasties Gain
Acceptance

Two other new Monsanto
plastis products are growing
rapidly in automative uses.
Cadon engineering thermo-

plastics offer excellent heat
and chernical resistance as
well as the ability to withstand
impact. Rapid acceptance of
Cadon during 1983 resuited
in significant sales gains in
just its second tull vear of
commercialization. During
the year, Cadon gained
acceptance in wheel covers,
mirrors, consoles and interior
trim parts in many 1984
models. This product is
growing beyond automotive
applications into other rnar-
kets such as appliances and
electrical equipment.

A unique cross between rub-
ber and plastic, Santoprene
thermoplastic rubber is gain-
ing wide acceptance in high-
performance rubber applica-
tions such as hose, rack-and-
pinion steering boots and
vacuum connectors for emis-
sion control systems.
Monsanto opened z labora-
tory in 1983 to support the
design and development of
advanced automotive compo-
nents made from Santuprene.
In addition, we began to
build a plant in Newport,
Wales, to supply the growing
European demand for

Santoprene.
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New Producis for

Motor Venhicies

Other new products also
promise market growth
during the 1980s, Montac
structural adhesive will see 1ts
first commercial use in 1984
on a French vehicle. As auto-
mobile makers increasingly
use plastics to help improve
durability, lower maintenance
costs and achieve fleet-rmile-
age Largets, we expect
adhesive bonding to grow
rapidly in the assembly of
body panels. Montac should
meet many needs in this
changing markert.

Offering the qualities

of rubber and the process-
ing ease of plastics,
Santoprene thermoplastic
rubber will thrive in many
markeis now dominated
by conventional thermo-
set rubber materials such
as neoprene. Here, 2 TRW
quality inspector checks
rack-and-pinion steering
gears made with dust bel.
iows of Santoprene.

DSW 021534
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Chemicais and

Hydrocarbons
R L ~ $1.000 . i
A new high-performance - the recession, growing by more
silicon-wafer product that ’ than 10 percent. European
allows higher circuit density P— markets remained weak,

in microprocessor-based
emission and engine controls

will go into preduction in

o

1984, Monsanto has strongly
positioned itself to be a major
supplier to the totally integrat-
ed control and information
systems needed in the motor
vehicles of the future.

Other Monsanto products in
the automotive markets are
gaining favor. Spray-control
flaps continue to win wide
acceptance with major truck
and trailer manufacturers in
both the United States and
the United Kingdom. Fome-
Cor polystyrene foam board
laminate is used in automo-
bile headiiners because of its
light weight, economy and
durability.

Saies to Chamicails and
Hydrocarbons Market
(In Millions}

Responding to changed
economic and industrial con-
dittons, Monsanto is moving
away from commodity peiro-
chemicals toward proprietary
products with greater added
value where we can distin-
guish our products by their
excellence. However, we
remain in certain basic chem-
ical businesses where we hold
premier technological and
market positions. We also
have a subsidiary engaged in
oil and gas exploration and
production. Together, they
accounted for 8 percent of
our total sales in 1983.
During the year commodity
chemicals markets in the
United States recovered from

showing signs of recovery
only m early 1984. [n all mar-
kets, however, Monsanto's
acetic acid, maleic anhydride
and other commodity chemi-
cals outpaced economic
recovery.

Despite a reduced demand
for nydrocarbons during
1583, Monsanto Oil Gom-
pany extended its record

to five vears of sustained
profitable growth. Both pro-
duction volumes and

revenues were grealery

than in 1982.

Combined hydrocarbon
reserve additions again
exceeded the rate of with-
drawal. Although natural gas
reserves were down by 3 per-
cent at the end of the vear,
the oil company’s emphasis
on finding and developing
crude oil resulted in an

11 percent increase in oil
reserves.

By various measures these
petroleum and commodity
chemicals businesses are
leaders in their industry
segments. They will retain
and increase their leadership
posiuons throughout the
1980s, providing substantial
revenues to the Company.
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Leadership in Maleic
Anhydride, Acetic Acid
Maleic anhydride has broad
uses in unsaturated polyester
resins for haats, motor vehi-
cles and buildings, as well as
uses in lubricating oil, agri-
cultural chemicals and food
additives. Not only 15
Monsanto the world’s largest
producer of this important
intermediate, we also have
technological leadership
through our proprietary
butane feedstock process for
maleic anhydride. [ncreas-

5 Oi Sirike was verified
by the semi-submersible
rig “Ocean Rover’ which
drilled appraisal wells on
Green Canyon Block 18,
about 90 miles offshore
from Louisiana. Monsanto
Uii Company holds a
25-percent interest in !
this block, which has
considerable potential.
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ingly. butane will become
cheaper and more plentiful
than benzene, the rraditonal
feedstock for maleic
anhydride.

Building upon our market-
place and technological
leadership, we brought into
full production in 1983 the
world’s largest maleic anhy-
dride plant, located in
Pensacoia, Florida. This
increased the company’s
capacity from 170 miilion to
300 million pounds annually.
Overall, sur maleic sales were
greater than general eco-
noniic recovery in 1983.
Monsanto is also the world
technology leader in acetic
acid, which is used in a broad
range of products, including
pharmaceuticals, man-made
fibers. safety glass and agr:-
cultural chemicals. In 1983,
Monsanto announced plans
to increase acetic acid pro-
duction by some 75 million
pounds through a debottle-
necking program at our
Texas City plant. This addi-
tional capacity will allow us to
strengthen our overall busi-
ness by serving more custo-

, .
mers. We expect most if not

all acetic acid plants of the
future to employ Monsanto’s

i 1
nrgnne‘r_ary techﬂn e

Pr DHORY
through licensing arrange-

ments. Since its introduction
in 1971, Monsanto’s process
has accounted for 90 percent
of the world’s new acetic acid
capacity.

High Potential for Oil
Company

Monsanto’s wholly owned oil
and gas subsidiary may be
small in size by major oil
company standards, but it
makes strong contributions to
our performance. Monsanto
Oil Company’s cost of finding
and developing oil and gas is
below industry averages,
largely as a resuit of a driiling
success raie of 79 percent.
Monsanto Oil Company has
positioned itself well for the
future. Following a strategy
of balancing exploration and
development in higher-risk

1
CIll SiLAS i

that in lower-risk, mature
areas, the oil company has
been able 1o acquire several
attracuve prospects.

hjgher.pol;pntial areas with

One particularly significant
discovery was confirmed dur-
ing 1983 by Monsanto Ot
Company and its partners.
Flow tests on wells drilled in
Block 18 of the Green Can-
yon area of the Gulf of
Mexico have verified the
existence of significant oil
reserves. Should this prospect
prove to be commercally fea-
sible, Monsanto’s 25-percent
share could produce consid-
erable revenues by the end
of the 1980s.

Monsanto Oil Company was
also successful in the LS.
government’s offshore lease
sale in May. We leased several
high-potential properties
with characteristics similar to
those of Green Canyen Block
18. These additional blocks
could also increase reserves
and revenues by the late
1980s.

Inidal test results on a well
drilled in the North Sea off
the United Kingdom were
highly encouraging. We con-
tinue to conduct studies 10
determine the size and com-
mercial potential of this find.
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Saies to Apparei Market
{In Millions)

Monsanto has strong U.S.
manufacturing, technical and
market posit_ions in acrylic

 Fluare FAar th
and ﬂ:v 1O 1IGETS £ 0T UIE

;mn:arel indusery, mriudmcr
the world's largest acrylic
plant in Decatur, Alabama.
Through aggressive market-
ing and innovative research,
we are moving to a volume
busmess in branded, pre-

In mid-1983, Monsanto com-
pleted the sale of its acrylic
fiber business in Europe,
where we had small plants in
a market with severe overca-
pacity. This enabied us to
redirect resources (o our
nylon and acrylic businesses
in the United States. Sales to

the apparel industry pro-
vided gpercem of our total
sales in 1983.

Hesearch Leads to Innova-
tive Apparei Fibers

We are combining our low
cost posigon in the United
States with increased techni-
cal support for our Acrilan
acrylic fibers to develop the
products desired by our cus-
tomers and by consumers. A
number of new and modified
products to be commercial-
1zed in the next one to three
years will provide Monsanto
with an increased share of
markets such as sweater and
halit-hose.

We have developed rapid
color change technology that
provides Monsanto with the
capability to deliver to our
customers an expanded
range of colored acrylic
fibers.

In nylon fibers we commer-
cialized a new produet that
allows texturizers to use

gl::fr speed equipment, sig-

nrlu l{nnrn\nng 4 P!P

nroducuwtv We also intro-
duced No-Shock conductive
nylon in 1983, for use in gar-
ments that are worn in
settings where static electric-
ity is 2 probiem.

i
We are making the most

of our strong technical and
marketing positions by build-
ing on our program for Wear-
Dated apparel Monsanto
offers the most successful
and highly recognized con-
sumer warranty in the
textiles industry for Wear-
Dated apparel, and billions of
dollars worth of clothing
items have carried our war-
ranty tag in the 22 years since
such apparel was first intro-
duced. To provide for the
introduction of new products
for the apparel industry, we
have increased merchandis-
ing resources in support of
Wear-Dated products.

DSW 021538
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Other Markets
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Other
(In Mitlong)

Monsanto aiso seils 3 wide
range of producis to a variety
of markets not discussed
abaove, ranging from food
processing to industrial water
treatment. Most of these
industries benefited from the
6 percenti rise in U.S. indus-
trial production during

1983 and taken together
accounted for 12 percent

of our sales last year.

We are a major supplier for
many of these markets, with
signiticant raw material
advantages. In others, we are
well positioned to take advan-
tage of new product opportu-
nities and to supply fast-
growing market segments.

Developing New Markst
Niches

We are ready to move on
growth opportunities offered
by selected segments of the
food industry, where we are
actively pursuing new com-

mercal developmenis. As the

world’s leading producer of
sorbate food preservatives,
we are developing new mar-
ket niches, as with Sentine]
food preservative for the
fast L-gT Owiug oriilla market

Monsanto zlso is the leading

manufacturer of lactic acid,
supplied to the dough condi-
tioner market to keep bread
smooth and homogeneous.
We are working with custo-
mers and consumers on the
development of hoi-fillable
lightweight polyethylene ter-
ephthalate (PET) bottles for
use in the fruit juice and
other markets. This technol-
Ogy was cross-licensed from
Yoshino Kogyosho Co., Ltd.,
of Japan and should be fully
commercialized within two
years,

Monsanto is aggressively
expanding the uses for Fome-
Cor polystyrene foam board
laminate. Originally devel-
oped for the packaging
mdustrv, Fome-Cor woday is
used in auras, manuractured
uullSh“‘:g and the 13 d[JIil(. ares
industry. Our new framing
product, acid-free fome-Cor
board, protects keepsake
items such as diplomas and
martiage licenses for years.
We are developing new uses
for our Cerex spunbonded
nylon fabric, which has long
been used in carpet under-
pads and various industrial
applications. In 1983 we
gained new customers in
medical apphcanons. where
Cerex is increasingly used to
make high-quality disposable
surgical gowns and drapes.
Monsanto has strong market
positions in the paper indus-
try with our rosin sizes,
surface sizes and wet strength
resins. During 1983 we test-
marketed a new product,
GRASP 111 fiber-bonding
paper resin. This resin, with
cost efficiencies compared to
competitive products, will be
commercdialized in 1984,

P T e
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Monsanto is a major supplier
of both commodity and spe-
cialty chemicals to the
industrial water treatment
marker. For example, sales
of Deguest phosphotiaies,
used ro reduce the buildup of
. silt and caldum-based scales
in cooling and boiler water
systems, were up 8 percent in
1983. Our market leadership,
based on technical innova-
tions and a fully integrated

L RN F . |
raw material position, wit]

generdte continued sales
gains in the years ahead.

Sorbate-based Sentinel
food preservative, being
delivered here, is a new
product to keep tortillas
from epoiling, It fills a
niche in the rapidly grow-
ing market for Mexican
foods.
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Management Report

Monsanto Company management is responsibie for the fair presentation and
consistency of all financial data included in this Annual Report. Where necessary,
the data reflect management estimates.

Management is aiso responsibie for maintaining a systerm of intemal accounting
control to provide reasonable assurance that assets are safeguardec against mate-
niai loss from unauthorized use or disposition and that authorized trarsactions are
properly recorded to pemit the preparation of accurate financial data. Cost-berefit
judgments are an important consideration in this regard. The effectiveness of inter-
nal controls is maintaineg by: (1) personnel selection and training; (2} division of
responsibiiities: (3) establishment and communication of policies; and (4} ongoing
internal review programs and audits.

As ratifieg by shareowner vote at the 1983 Annual Meeting, Deloitte Haskins & Sells
was appointed to examine. and express an opinion as to the fair presentation of, the
consolidated financial siaterments. ThIS opinken appears on page 46.

Monsante's Audit Committee, consisting of four non-empicyee directors, meets with
Controllership, intemal Audit and Deloitte Hasking & Sells personnel to review inter-
nal controls, financial reporting ang accounsing practices. Delotte Haskins & Sells
and intemal auditors meet with the Committee, with and without management pres-
ent, to discuss their examinations, the adequacy of intemal controls and the quality

f Fommial roe oo

OF ThanGia MeRiing.

- 2

22, - , 1
(e fPrnbiny T ot l

T

Richard J. Mahoney Francis A. Stroble
Presicent and Senior Vice President and
Chiet Executive Officer Chief Financial Cfficer

February 24, 1984
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Financial Data
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Review of the Resuits of Operations

Consolidated Sales Sales by Product Group 1983 1982 1981
wae Agricultural and Nutritional Products
$7.000 .
Agricultural products $1,167 §1,165 $1.009
Nutntion chemicais 152 145 135
Total 1,319 1.311 1.234
Flbers and Inteemedistes
Man-made fibers 824 B80 1,014
Textila intermediates 348 377 418
Total 1,170 1,287 1432
Inoistrisl Chamicats
Detergent and fine chemicals SR7 552 800
Speciatty chamecals ] 258 289
Totad 856 810 898
Polymer Products
Plastics 809 775 1,052
Resin products 742 742 813
Rubber charmicale and ingtruments it 2039 282
Tontml 1,650 1,766 2,147
Products and Other Businesses
Engineered products and materials 356 357 414
Qil and gas 241 216 186
Totat 508 573 800
Fisher Conirola
Valvas, requisiors and etectronic process controis 528 588 6837
Total consolidaiad $6,290 $6,325 36,248
88.!85 even Worlgwida sales for 1983 were essentially lovel with the previous year. A 1 percent
sales volume increase, net of divestitures, was offset by lower sellirg prices. In
year.to_year 1982, sales declined 9 percent, with volume dawn 11 percent, while seling prices

increased approximately 2 percert,

The 1883 volume improverment resulted Fom the siengthened Uriied Staies

economic climate, especially in housing and autornotiva related businessas, Oif and

gas and detergent and fine chemicals’ volurmes also increased in 1983. In addition,

agricultural products' sales strongly reboundedme d in %ggll;st haif of 1983, following the

adverse impact sarfier in the year from nited govemnment's Payment-in-
impaCt Of Strongef Kind (PIK} program. Partially offsetting the 1983 volume improvement were the
U.S. economy Offset  ettects of the continuing depressed capital goods markst, divested businesses
by cther fBCtOI'S (principally polyester siaple and European acrytics), and lower United States export
Jy ULIET idi LA ¢ sales as the U.S, doilar continued strong against other major curencies.

The 1882 sales volume decling resulied rom the woridwide recession, especialiy

in thosa businesses dependent upon the automotive and housing industnes —

polymer products, industrial chemicats, and fibers. Sales for 1582 were also

impacted by divestitures (see "Principal Acquisitions and Divestitures” note to the

financial statements).

DSH 021543
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Net iIncome for 1983 increased 14 parcent from the prier year, reaching the second
highest lavel in Monsanto's history. Higher sales volume with related improvement in
capacity utifization, along with lower manufacturing costs, increased 1983 results.
(Gross profit margin improved to 25 percert of sales versus 24 percent for the prior
vear. The Cocmpany's comprehensive programs of asset management and cost
reduction over the past few years positioned Monsanto 1o take advantage of the
1883 economic upturm. .

In 1982. net income declined 21 percent from 1981, reflacting the recessionary

conditions, excess manufacturing capacity and depressed sales volume in the
worldwide chemical ingustry.

In comparing the last three years' net income, nonrecurming items are significant.
Extraordinary tax benefits from prior years' operating oss carryforwards increased
1983 net income by $33 million, as operating results of an ex-U.S. subsidiary
improved substantially. In 1982, net income benefited from a $23 million extraordi-
nary gain on the exchange of outstanding debt for commen shares.

Also, in 1982 and 1981, as a resutt of curtailing inventory levels, net income
increasea by $43 million and $21 million, respectively, from non-replacement of low
cost inventories under the LIFQ (last-n, first-out) inventory method. Lower income in
1882 from affiliated companies, inciuding nearty ali of the Mexican peso devaluation
impact, adversely affected that year's results. Net incoma for 1981 included a $68
mitlion gain from the sale of assets related to a joint venture,

Aftertax foreign currency gains and iosses in 1983 and 1982, reported unger a new

accounting methed (ses the "Summary of Significant Accounting Policies”), were

reiatively sma!l However for 1981, net incoms includes forsign currency gains of
$29 miilion reported under prior accounting rules.

The effective tax rate, before the extraordinary itern, for 1983 was slightly higher than
in 1982, primarily due to the lower impact of investment tax cradits. The 1982 effec-
tive tax rate, before the extracrdinary item), was iower than the prior year — the
resuit of higher investment tax cradits,

Eamings per share ware $9.78 in 1983, versus $8.70 and $11.50 in 1982 and 198

g ] R L ;uu|

respecnvery The eamings per share for each of the last three years have been
lowered by higher levels of shares outstanding.

Analysis of Change In Earnings per Share— 1983 1982
Better (Worse) va. 1982 vs. 1981
Salling prices 125 §2x
Sales volume and mix 222 (3.56)
Raw material prices 0.2 2.77
Other mancifactuning costs 0.22 {1.31)
Divestitures (0.20) {2.01)
Nonmanufacturing expensaes (0.33) {1.13)
Operating Income 0.88 (3.34)
Interest axnense {o23} 0.3t
Interest income 017 (0.08)
All other income ark] expenses 0.31 .28}
Effective tax rate {0.09) 040
Extraordinary items 0.3 058
Shares outstanding {0.28) (0.30)
Change In earnings per shars $0.99 $2.71)

h_u
Fo=
\.'ﬂ
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Nonrecurring factors
affect year-to-year
comparsons

[ncome improves;

higher volumes and
rpdl iced co

ling prices

osts offset

e
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Third  Fourth Total
Quarter Quarter  Quarter Juarter Year
v Net Saiss 1983 51483 S1612 $1553  $1651 $p209
Do 1982 1,732 1.623 1.505 1,465 6325
w0 Gross Profit 1883 385 423 383 44 1895
- 1882 470 385 341 325 1521
o income Before 1983 99 108 oo &8 365
50 Extraordinary tems 1982 147 a7 71 24 329
= Net income 1983 b4} 114 115 72 402
40 1982 147 87 71 47 352
0 Earnings per Share
2 Befors Extraordinary ftems 1983 242 2.54 2.42 1.59 8.97
0 1982 371 217 1.79 0.54 5.21
e After Extracrainary ltems 1583 2.47 278 2.80 1.75 9.78
1963 Guarterty Nat ingeme 10882 a 217 1.79 102 879
Dividends per Share 1883 1.00 1.08 1.0 1.06 4,15
1982 095 1.00 1.00 1.00 385
Commen Stock Price
High 1983 92% 54 116%  116%  116%
1982 T0% 88% 79 B89 89
Low 1983 74 79% 8% 100% 74va
1982 &0 56% 7% 72 365

U.S. economy and
PIK program affect

quarterly resuits

1 '~
Nonrecurring items

include 1988 tax loss
carryforward benefits

Quarterly sales and income typically exhibit the seasonality of the agricultural busi-
ness. Agricuftural products’ sales are heavily concentrated in the first nalf of the year
and have greater profitabiiity than other tines of business. in 1983, agricultural prod-
ucts' sales angd income were lower in the first half ag a result of the United States
govemments Payment-In-Kind (PIK) program, which reduced planted acres. Cther
mnassea 1983 results reflect the gquarter-to-quarter improvement in general
conditions, aspecially in the United States, as compared to 1982,

Major nonrecuming and/or unusual items increasing (decreasing) 1983 and 1982
eamings per share are as follows:

p e

First Second Third  Fourth Total

Quartar Quarter Guarter Quartar Year
1883
Extranrainary tax benefts from kss o
CaTyiiwards 5005 S§022 5028 S$0.16 §081
Change i accounting estimate of
annual effective tax rate (012}  (0.18) 0.30
Gain (loss) from facifiies shut down or sold (0.14)  (0.04) (0.28)  (0.45)
Totat $0.07) $(0.10) $0.84 5(0.12) 50.35
1882
Extraordinary gain on exchange of
debt for common shares 3 $ 3 058 $083
Gan from non-repiacement of low cost
irventory tiers under LIFO methed 0.06 0.13 0.13 0.76 1.08
Mexican pesa devaluation 025 Q.02 KeRE:H! {0.27) 0.18)
Earty retirerment program cost 0.05) (0.21) 10.26)
Gain (kss) from facilities shut down or sald (022) 0.03 0.07) (0.26)
Totad $031  ${007) ${007) 3079 809
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enng knowiedge  Reaearcih and Development
to deveiop new products or processes or to significantly improve existing products -
Of processes, including tne translation of such knowledge inta designs and pians, —

but not including commercial development. In 1983, these expenses continued to hg

increase to record levels, and were 5 percert of sales as compared to 4 percent in 25

1982 and 3 percent in 1981. This increase is a combination of bath rea} growth and 25
higher costs of ongoing programs. The level of funding refiects Monsanto's strategy 20
to develop new markets from emerging technologies. to exploit traditional market

opoortunties with new products and new apgpiications and (o maintain competitive 5

Research and development expenses include the costs of discovering kriow

$300
75
=0

e ‘ G | tive 159
advantages through cortinued suppart and service to exising markets. Thie pringi- 125
pal growth in research and deveiopment expenditures over the last three years has 00
been in those efforts associated with creating new business gppertunities.

Mansanrto as intensive and growing R&D programs ir plant biology, animal nutri- 5
ton, electronic matenals, bictechnology, malecular biology, and human health care. .
Far 1983, one-third of the R&D expenditures were dirgcted towards these emerging .
techinalogies. In 1983, the Carmpany formed a Health Care Division 1o coordinate » [ a3

Cicmedical research and development programs. Research agreements witn

several leading universities, both in the United States and Europe, supplement in-
house efforts in health care and plant biclogy. Monsante has an agreement in prnGi-
ple to acquire Continental Pharma S.A., a Belgian pharmaceutical company. This

planned acquisition is an impartant step in Monsanto's development of grawth R&D efforts expand
oppertunities in heaith care products.

Research in traditional azeas of strength such as catalysis, polymer science, 10 SUDDOIT new
il .c-ir"a chemicals PP,

| . S Y ot
inclust micais, agricuitural cnemistry, chemical engineenng systems and puSIiness direction
application research, is also ongeing. Construction continues on the new research

complex in St. Louis County, Missouri, whose principal focus will be biologicat and

biomedical research. Initial cccupancy is planned for 1984.

3
I
"
i
3
)

1683 1982 1981 Foreign Currency
ClassHication of Gaina (Losses) (SFAS No. 32) (SFAS No.52) (SFASNo. B)
Income Statermenti:
Aftertax gains (logses)

Pl

Balance Sheet:
Accumuiated cumency adjustment net change $(78) 3{106)

The 1983 aftertax gain reflects the general strengthening of the U.S. dollar against Mlﬂlmal fOfelgﬂ
saveral currencies. In 1982, the foreign currency less was due principally to the ;

Mexican peso devaluation. The strengthening of the U.S. dollar over the [ast two Curfency im paCt on
yearsalsoaccounts forthe netchangeintheaccumulated currency adiustmentamount.  {NCOME

Ex-U.S. entities generally use the local currency as the functional currency since

working and fixed capital needs are met through iocal operations, supplemented by

additional funding from the Company when appropriate. Monsanto has operations

in Argentina, Brazil and Mexico, for which the U.S. dollar was designated the func-

tional currency because of hyperinflationary conditions. Major curency exposures

are the Uniteg Kingdom pound sterling and Belgiar franc. Other impertant curren-

cies include the Frerich franc, Canadian doiiar, Austraiian dollar, Japanese yen and

Mexican peso. Curency restricions are not expectsd to have a sigrificant impact

on the Company's total cash flow, fiquidiity or capital rescurces.

3 6 3 (6 § 29

Composite Unitad States indexes for Monsanto's selling prices and raw material Raw Material and

costs have trended downward in 1983 and 1982 because of worlgwide recession-  Selllng Price Indexes
ary pressures and the resulting cvercapacity in the chemical incustry.
For selling prices, the 1983 price index decreased by 1 percent, following a 1982 Selling prices and

increase of 2 parcent Salling price decreases were not uniform across product

lines and a move upward did Degin the last half of 1983. The raw matenials price raw material
ingex decreased 4 percent in 1983, and 9 percent in 1882. During the last half of i
1983, overall raw matenal prices began to increase again. costs deChned

U3W 021546
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Operating Unit Segment Data

Net Sales Operating income (Loss)
1883 1982 1981 1983 1982 1981
Agricuftural and Nutritional Praducts $1,319 $1.311 $1.234 2375 $426 5414
Fibers and intermediaies 1,170 1.257 1,432 48 25) 35
Industriai Chemicals 858 810 808 a5 100 140
Polyrmer Progucts 1,830 - 1,786 2147 89 23 77
Engineered Products and Cther Businesses 596 573 600 (29) {ao) 5
Fisher Cortrols 528 588 637 37 52 68
Corporate expenses and eliminations (50) (45) {38)
Total consolidated $5,209 $6.325 $6,948 £555 $£801 $7¢2
Depreciation and Obsolescencs Ressarch and Developmeni
1583 1982 1881 1983 1982 1981
Agricuftural and Nutriional Products $ 84 g8 M $ 55 $ 82 $ 78 %63
Fibers and Intermediates 117 136 96 H 38 32
Industrial Chemicals 76 56 63 2 18 18
Pofymer Products 98 78 25) 40 44 43
Engineered Products and Other Businesses 123 85 54 24 23 21
Fisher Controls 16 13 13 ia i4 12
Corporate expenses and eliminations 3 2 2 81+ 48" 38"
Total consalidated 3 517 § 439 $ 263 $290 5264 $233
*Comporate RAD sxpacses are o sl 10 Hperating units in g income (kss).
Total Assets Capital Expandiures
1983 1982 1981 1683 1382 1981
Agricuitural and Nutritional Products $1,401 $1,180 $1.011 157 §ie% 3108
Fibers and intermediates 1,090 1,152 1,300 87 91 118
Industrial Chemicals 830 778 670 &7 163 1G5
Potymier Products 1,177 1,138 1,390 72 73 97
Engineered Products and Other Businesses 946 985 853 143 188 210
Fisher Controls 4387 418 435 7 27 24
Nonoperating assets 496 425 410 7 8 3
Total consolidated $8,427 $6,077 $6.069 $560 8672 3885

The above datk shoukd be read In conjunction with the “"Ssgment Information” note 1o financial statements on page 55.

Agricultural and Nutritional Products. Sales for 1983 increased slightly.
Operating income declined 12 percent, principally due to the United States goverm-
ment's Payment-in-King (PIK) program earty in the year, which reduced planted

Agricuttural products
renes e leaarmen by el b
rTeSuUis IOWer, !IU!L Oy
PIK program in first
half; rebounds in

second half

acres, and 1o increased R&D expenditures, for both agricultural and nutritional prod-

(=t~

ucts. Second half 1983 volume improvemernt was not sufficient to offsat income fost
eariier in the year. Roundup herbicide sales grew overall. The United States experi-
enced good growth. Certain areas outside the United States were impacted by
adverse sconomic and weather conditions, especially Europe. Nutrition chemicals’
1983 sales improved, but operating resutts were lower due o MHA {Methionine
Hydroxy AnalogyAlimet facility start-up costs and ressarch expenditures. Agricul-
tural and Nutritional Products' 1982 sales gained 6 percent and operating income

was up 3 percent as selfing prices and worldwide volume improved over the
prior year.

DSW 021547
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Fibers and Intermediates. The significant year-to-year tumaround in profitability
was due to higher nylon sales volurme, lower manufacturing, raw material and other
cosis, and the elimination of kosses from divested businesses. Lower selling prices,
principally exports, were a pantial offset to the favorable factors. Sales for 1983 were
7 percent Jower due io divested businesses and lower selling prices. Improved
Mlon operating results in 1983 were ied ny higher carpet staple shipments, refiect-
ing the econamic recovety in housing. The worldwide market for acryionitriie aiso
mp:oved during 1983, In 1882, sales were 12 parcent lower due to recessionary
conditions and the third quarter divestiture of polyester staple. The 1982 operating
loss reflected significant reduction in man-made fiber demand and $35 million
obsolescence charges for the polyester staple and Europear acrylic fibers divest-
tures. Favorably impacting 1982 was an $18 million reduction in costs related to
prior year shutdowns and a $20 million impact from the non-replacement of lower
cost LIFO inventories.

indumﬂal Chomlcall. Sales increased in 1983 by 6 percent, principally

in detergent matenals. Opsrating income for 1983 was off 15 percent as compared
to the pricr vear, entirely from nonrecurming gains in 1982, Sales in 1982 declined
10 percent as compared o 1981 due to the depressed activity in several worldwide
markets. Operating income was lowered 29 percent in 1982 from reducec saies
volume, somewnhat offset by a $27 million favarable impact of non-replacement of
lower cost LIFO inventories and a $11 million net gain from divested facilities.
Polymer Products, Sales for 1983 were up over 2 percent on the sirengin of
hlghef voiume, ESDeCfally ta the m)ﬁ?m and automotive |I‘1(:]I|Etm_'.‘u_:'I e‘f{h{'\l_‘mh selliry
prices were lower refecting lower raw material costs. Manufacturing performance
overail reflected significant year-to-year improvement. in 1983, the improved results
were offset partially by net charges of $24 million relating to various divestments
and shuidowns of facilities. Sales for 1982 were down 17 percent because of the
recession. Operating income for 1582 was reduced 70 percent from the prior year.
!mpacting n-racompansonoﬂgaa uperating income with the prior year was a
m.:‘e lnimua gdul i1 IWI from th mesa;acmet assets reiated 0 a iOiFEI venture. Cper-

ion favorable im

o _ronn | oo

puvn s aal v ORI I L

of Iower cost LIFO mventon&i

Enginesred Products and Other Businesses. This segment includes fabricated
products, electronic materials, chemical and environmental systems and Monsanto
Qil Compary, a subsidiary, Sales for 1983 were up 4 percant, with volume gains in
Monsanta Cil Company, electronics and fabricated products offset somewhat by

a decreased level of construction proiect activity in Monsanto Enviro-Cham
Systerns, Inc, (Enviro-Chem), a subsigiary. Operating results in 1983 were substan-
tially the sarne as the prior year. The depressed capital goods market in 1983
limited Enviro-Chemn activities and offset improved fabricated products, Monsanto
Qil Cormparny and electronics results. Sales decreased 4 percent in 1982 from the
prior year due ta fewer Enviro-Chemn construction projects. Operating results
decreased in 1982 becausa of higher idle plant costs in the electronics business,
and iower sales volume.

PO L ey

Fisher Controta. During 1583, Monsanio acquired the outstanding one-third minor-
ity interastin the Fisher Controls subsigiary (see "Principal Acquisitions and Divestitures”

LR RNy e A L U 12 M

nc{etomeﬁnanclals‘;atm) Sales for 1983 were down 10 peroemasmpmved
selling pricas did not offset lower volumes. Operating incorme in 1983 was lower by

29 percent reflecting the depressed capital goods markets worldwide. Salesand
cperating income were down B percent and 24 percent, respectively, in 1982 versus
the pricr year as the capital goods markets were similarly depressed last year.

Fibers operations
Improve substantially

Iﬂdustriai chemicals
sales improve but
income lower

c""llﬂ [ Y LA
olrfONger aulomoive

and housing markets
help polymer
products
pcﬂui’"lal

Selected volumes
improve; weak
capital goods

markat i impacts

L= R WIS

Enviro-Chem

Fishers markets
remained depressed
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Monsanto 01l Compeny's Sales

Sales increase; Costs
and spending lower

Monsanto continues 10 pursue exploration and develapment of hydrocarbon
resenves through a wholly-owned subsidiary, Monsanto Oil Company. Certain cper-
ating data regarding Monsanto Oil Carmpany follow,

1983 1982 1981

Sales to Outside Customers $241 $216 T108
Costs Incurred Acquisition % 55 3 40 3 a1
Explcration 85 45 68

Deveicprment 32 73 63

Production 62 79 85

Total $204 $238 $263
Capital Spending Explaration expense $26 § 27 $ 35
Capital expenditures a7 122 156

Totai $iz3 $149 8197

Costs and spending levels are lower partially due to industry conditiors that have
mitigated the increasing price spirai of recent years. Expicration efforts in 1983 were
concentrated principally in the United States and the U.K. North Sea. Cil and gas
production is substantially in the United States. Changes in proved reserves foliow

Net Quantities of Developed and Undeveloped

Froved Ressrves 1983 1932 1981
Oit (1) Beginning of year 38 34 0
Revisions of previous estimates 1 2 (3

Purchases of minerals-n-place i 2

Extensions and discoveries 7 5 5]
Production @) {4) (3

End of year 42 38 34

Natural Gas (2) Beginning cf year 507 399 8'9
Revisions of previous estimates (4) {26)

Purchases of mirerals-n-place 1

Extersions and discoveries P 45 45
Production (44) (38) (40)

End of vaar 587 6807 509

Combinad — DIl Equbvalant (2 End of yaar 140 132 134

{1) Statad in mifons of barata. 13} Statad in miliiana of barrels (six thousand cubic
{2) Stated i Dillons of cubic feet (Bcf), fest of gas equela one barmet of oil).
Estimated future cash inflows data related to proved reserves foliow The data was
compiled as prescribed by Statement of Financial Accounting Standards No. 68,
“Disclosures about Oil and Gas Producing Activities.” Accordingly, fusure seliing
prices and costs were determined by using the actual 1983 yearend levels, with

a 10 percent interest rate used for discounting.

Standardized Msasure of Discounted Fuiure

Net Cash Flows 1983 1982 ‘o1
Futura cash inflows 3,222 $3,491 £3,003
Future production and development costs 761 736 530
Future income tax expenses 1,047 1,190 1.064
Future net cash flows 1,414 1,585 1,408
Annual discount for estimated timing of cash flows 926 1,13 350
Standsrdized measurs of discounted future

net cash flows $ 488 3 452 $ 459

DSW  GZ21i549
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As reguired by generally accepted accounting prnciples, worid area segment data
in the financlal statsment notes (page 55 are prepared on an "entity basis.” This
means sales and income of the legal entity ara assigned to the area where the
entity is located {e.g., 2 sale from the U.S. to Brazil is reported as a U.S. sale).
However, Monsanto normally views its resuits on an “area basis" wherein sales and
incerme are assigned {6 the customer location (8.g., a sale from U.S. to Brazil is
reported as a Brazilian sale). The table and discussion which foflow summarnze
Monsanto's “area basis” results.

Warld Aras Basis Sales and Uperating income 1383 1982

Ex-U.S. ertties' sales $1,926 $1.976 $2.218
U.S. export sales a79 864 )
Less inter-area gliminations (749) (801)

Ex-U.S. area basis sales 2,056 2239 :
U.S. area basis sales 4,243 4,086 !
Consolldated sales §5,295 $8.325 35,049
Ex-U.S. entities’ operating incerme $ 206 3 80 g 14
Less ex-U.S, entities’ operating income on sales to U.S. (56) (10) {13)
U.S. export operating ircome, net of allocated costs 2 35 76
Ex-U.S. affiliates’ equity income (loss) 15 (11) 34
Ex-U.S, area basis operating income 167 94 20
U.S. area basis operating income 453 441 577
Unallocated corporale expenses {50) (45) (a8
Cansolidated operating Income plus equity Income $ 570 3 490 $ 740

United States. Sales for 1983 were up 4 percent to 54,243 mitlicn, principatly
baecause of a stronger economy. Automotive and housing markets rebounded in
1983, but the capital goods market remained depressed. Operating income in 1983
increased 3 percent to $453 million due to lower raw material costs and better uiili-
zation of production facilities as a resutt of the higher volumes, parially oifset by the
PIK program. For 1982, sales decreased 7 percent from 1981 to $4,088 miflion due
1o the recession, and operating income was 24 percent [ower than the prior year

at $441 million, Operating income in 1982 included an $83 million gain from non-
replacement of fow cost LIFO inventaries. In 1981, operating incoma included

a $124 miliion gain from the sale of assets related to a joint venture.

Europe-Africa. Sales decreased 14 percent to $943 million in 1983, reflecting the
divestiture of the acryfic fibers business, reduced agriculturai sales due to drought
ang adverse economic conditions. Operating income improved in 1983 to $44 million.
The improvement in operaling ncome was disg principally 10 the divestiture of
acryfic fibers. For 1982, sales decreased 14 percent from the prior year to

$1,092 million, Operating income was down 33 percent to $33 million, dus o a

$20 million charge for the acrylic fibers divestiture. Comparison of 1981 results with
1982 is affected by the change in accounting principles for foreign cumency transla-
tion (see "Summary of Significant Accourting Poicies” on page 46).

Canada-Latin America Saies in 1983 decreased slightty to 8572 milicn, as Brazil
continues to suffer from recession induced conditions. However, there was a good
increase in Canadian sales volume, Operating income in 1983 was up 129 percent
to $96 million as improved Canadiian operations and significantly better resufts from
a Mexican equity affiliate more than offset poor resuits in Brazl, where a charge of
$8 million for a facility shitdown was recarded. For 1982, sales of 3597 mitlion and
operaling incorme of $42 million were both down from 1981 dus o the Mexican peso
devaiuation and the recession in Canada.

P

Asla-Pacitic. Sales were off 3 percent to 3534 milfion in 1983, principally due to
depressad 1S, exports resutting from a strong U.S. dollar. Cperating income for
1983 was up 42 percent to 527 million due to improved results in Australia and
increased eamings from & Japanese equity affiliate. In 1982, sales and operating
income declined from the prior year to $550 million ana $19 million, respectively,
as U.S. exports werg adversaly impacted by the stronger U.S. dollar.

OSW

World Area Basis Dais

United $tutes S453
Hurope-Alrics 4~
Canade-Latin America ™

| AsiePucific 27

1963 Warid Arsa Sasls mooms

Improved economy
boosts U.S. sales

and income

Acrylic fibers
divestiture helps
Europe operating
results

Canadian economy
better; recession in
Brazil: improvement
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Asia-Pacific results
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Japanese affiliate and
better Australian
economy
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inflation-Adjusted Data Year Ended December 31, 1983 Historical Cost Current Cost
Net safes $6,299 $6,299

ey COstof goods sold, excluding ceprecation 4,248 4,252

Cepreciation expense 456 554

All cther expenses — net 1,026 1,028

Income taxes 201 201

income before extraordinary item $ 369 $ 267

Curvanrt Cast Inoems
Botere xtyserdingry |
(Avarnge 00 Detiars}

Inflation moderates

but continues to

dlistort historical
comparisons

The “current cost” disclosures, which reflect adjustments basea on estimates of the
curent cost to replace existing assets in kind, attempt to measure the impact of
inflation cn specific assets. ftems adjusted for inflation are: inventories: praperty.
plant and equipment; cost of goods sold; and depreciation. Other items, inciuding
income taxes, are not ad.usted for inflation. All current cost data above is stated

in average 1983 dolfars using the U.S. Consumer Price Index (the “ranslate-
restate” method).

The 1983 decrease in current cost of inventories and. property, plant and aquiprrent,
stated in average 1983 dollars, was 328 million. At December 31, 1983, the current
cost of inventory and pronarty, plant and eguipment (net of accumulated depre-
ciation) was $1,231 million and $3.898 millian, respectively, stated in yearend

1983 dollars.

FIFQ {first-in, first-out) basis inventories were used to a.pproxlmate cument cost. LIFO
basie cost of goods sold (after adiustment for the impact of non-replacement of low
cost inventories) or similar techniques were used to apnroximata cument cost. The
current cost of property, plant and eguipment was estimated generally using
construction and eguipment indexes. Current cost accumulated depreciation and
related expenses were estimated using the same overall methods and rates as
used for hisiorical cost.

Selected Financial Data 1983 1982 1981 1980 1979
Historicat cost, as reported (1) (2):
MNet saies $§ 6299 36325 6948 38574 36,193
Income - Before extraordinary items 369 9 445 149 1.
— Per share 8.97 8.21 11.50 4.10 911
Total assets 8,427 8,077 60639 3,796 5539
Long-term dedt 937 1,003 1,110 1,371 1.203
Dividends per common share 4,18 388 375 355 3.3
Curramt cost {averags 1983 dollars):
Net sales $ 6298 36529 $7.611 37850 8,500
Income (loss)
- Bafore extraordinary items .7 ] 252 (10) 289
— Per share 6.50 245 650 10.28) 7.54
Purchasing power gain on monetary items 29 4 108 183 168
Increasa in specific prices of inven-
lory and property over (under)
increase causad hy generat inflation {228} (226} (13} (310) 183
Aggregate foreign currency adjust-
ment, net of laxes (99) (170)
Net assets 4,655 483 5345 4915 5111
Other data (average 1983 dollars):
Dividends per common share $ 418 $409 S$414 F&3M 5266
Yearend common stock prica 103.48 7782 7434 79.27 7738
Average consumer price Index 2884 289t 2724 2488 2174

(f}In 1962. the requirements of Statement of Finanaal Accountng Stancarss No 52, “Foreian Currency Tr
tion,” wene adopted,

{2) Beginning in 1380, interant costs related to cor diturea ware capitatized in accard-
ence with Staternent of Financial Accounting Stancards No 34 Capm.llnﬁon of Intereat Cosat.”

o
&
iE
O
™
[
\n
wn
[

STLCOPCB4006860
TOWOLDMONO0015257



)

'I'h
h]

ome [Py

e Company nas aiso used inflation-adjusted cata (o evaluate, on a broad finan-

al basi m the interrelated questions of real investmeant versus decapitalization and

Metl'rer current profitability levels are providing sufficient investment funds for future
eamings growth.

This perspective confirms the funding of future growth opportunities beyond existing
replacement requirements. Management aiso belleves that Monsants is generating
cash flow from operations to fund a significant pertion of those investments required,

Totat Investment 1989 1982 ‘o8t 1980 1079

$1.200

Capital expenditures $ 560 $673 $668 $ 78 % 566
Investments 208 i 2 64 1
R&D expenditures 290 264 233 208 181

Total (historical cost ) $1058 § 048 $§ 93 $1053 § 728
Total (average 1983 dotiars) $1,058 5979 $ 080 $1273 $ 99

1
1.200

B0
Tog
&0

400
3Gy
20

Monsanto's "total investment” level — capital expenditures, investments {acquisi-
tions, venture capital, etc.), and research and development expenditures —
continues high, but with a pronounced shift in the underlying components. Expendi-
tures for research and development and investment (prncipally acquisitions) are
growing substantiafly, compared to traditional capital expenditure levels, which have
mogeratea. This is consistent with the strategy shift from certain commodity and
capital intensive husinesses to selected high technology, specialty products with a

higher valus addeg component,

Tris "total investment” includes both that required to: (1) maintain the existing eam-

ings base; and (2) grow future income ievels. Current cost depreciation and an
estimate of "maintenance” research and deveiopment costs for existing businesses
are proxies for the investrnent needed o maintain existing eamings.

Invastmant Anatysis 1983 1982 1681 1980 1979

Investment to maintain
existing samings base $ 648 $ 665 $683 § B3 § 630

Tatal
[Arerage 1881 Dellar)

100

S SuU ppCJ

New growth investent #2 ;4 s so ¥ €AMINGS growth

Total (aversge 1983 dollars) $1,058 £ 979 § 989 §1273 5 999

While investment funds are not always reinvested in axisting businesses, they are
being invested in developrment and acquisition of those businesses and other
opportunities which are expected to provide for an expanded future eamings basa.
Based on a discretionary casht flow analysis, monsamo is generatng sutficient cash
fliow from aperations to fund a significant portion of thogs investments mads for
future eamings growth.

Discretionary Cash Flow 1983 1982 1981 1980 1979 Plecredionary Cash Firw

Historical cost $409 845 $171 5206 $ 17

Avorage 1963 dullars 3409 253 $187 $249 323
Dmymmnm-uhmmmmmdmmw
maintain exigting samings bass, dvidends and duction, bt halose coets,
mm-mmmhumumm

Monsanto's weidl ingrained cost reduction and asset management programs,
coupled with the pruning of unprofitable businesses have been significart cash fiow
contributors. Proceeds from the saie of assets have also contributed funds for

growth. In addition, Monsanto's strong financial position results in substantial unused
Cebt and equity capacity for funding iuture investmen roments.

vesThen |0\.4L||
From all of the above, the Company has demonstrated #s abilty to gensrate sutf-
cient eamings arxt cash flow to provide for reat future growth beyond that required
to maintain its existing eamings base, including inflation-adjusted replacement
capital requirements.

1UTS- 1983 Gowreaa of Srpwth Fusiing
(Awarage 1943 Oullars}

DSW 021552
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Review of Liquidity and Capitai Resources
Short-Term Liquldity and Monsanta's 1983-1881 sources and uses of funds, cefired as casn, tme deposits,
Capitai Resources certificates of deposit and short-term secunties, are showr in the Statement of
Changes in Consolidated Financial Position cn page 50.
Mensanta increased.\ts cash and short-term securities position to 3857 million
at yearend 1983, an increase of 59 percent as compared to the 1982 ievel of
$414 million. Funds pravided from operations, before workng capital cnanges.

048
- - J also increased in 1983. An emphasis on asset management continues to produce
avealin 4 i — o | ]

excelient working capital performiance ievels,

310

200 sun

Capital expenditures in 1983 have declined. “his decline reflects adequate existing
production capacity to absorb expected growth as well as a shift in emphasis from
commodity to less capital intensive, nigh tecrnology products.

In 1983, $208 milicn was usad for acquisitions and other investments, principally o
purchase the minarity interest in the Fisher Controls subsidiary. Substantial funds in
1351 were provided by issuing cormmon sharss, which proceeds were used to ligui-
date outstanding debt, and from the sale of assets related to a joint venture,
0 The current ratio (current assetihcgvided by current liabilities), an indication ¢f liquid-
ity, was 2.3.1 at yearend 1983. 1982 current ratio was 2.6:1 compared to 2,41 in
Fonse 'm 1981. Management beleves a current ratio of at least 2.0:1 is desirable. Working
capital (current assets less currant tiabilities) increased in 1983 1o $1.535 milicn as
. compared to $1,503 million in 1982, as cash and receivables increased more
Stronq Workinq rapidly than current liabilties. Inventories were again reduced in 1983, but were still
o Qn l1‘ Ql mrf A appropn‘are for cument and expected business fevel:s. Yearend 1983 receivables
arommanc increased from 1882 due to beter business levels. Good control over inventories
and receivables is attributable t0 a well ingrained asset management grogram,

The Company has available various short-term bank facilities, which are discussed
further in the "Shonr-Term Cebt anc Credit Arangements” note to the financial state-
Sh rt t d bt ments. When necessary, shart-term lings of credit and commercial paper are used
or-term ae to finance waorking capital and prcvide "bndge" ﬁnancmg for capital requlrements

H“IC roases fr&qﬂ} until mara atractive rates prevall in long-term debt markets. Shor-term dett
|

&

g

§

increased to $253 million in 1983 as compared to $131 million in 1982, arncipally

isher acqmsmon reflecting a $75 million note exchanged in the purchase of the Fisher Controls
minority interest.

STLCOPCBA4006862
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At Becermner 31, 1983, Monsante had purchase orders and contracts outstanding Long-Term Liquidity and
o’ approximately $138 million in connection with uncompleted property additions. Capital Resources
Capital equipment expenditures are typically financed by a compination of cash
from agerations and long-termn dept. Long-tem debt has been reduced in each of 1000
*he last three years including, in 1982, by a “debt/equity” exchange and, in *981, by
a new cammon share issuance with the procasds used for debt reduction. As a
result, the long-term debt to capitalization ratio improved to 20 parcent in 1933 a5 —
compared (0 22 and 25 percant in 1982 and 1981, respectively Since aver the long = —aw =7 0
term Monsanto betieves its appropriate long-term debt to capitalization ratio should $80
be approximately 33 percent, the Company's avaitable financing capability has w00
been considerably enhanced. The interest coverage ratio (times), excluding extraor-

dinary iterns and the effect of capitalized interest, was 5.3 in 1883, as compared to “a
46in1982 and 5.5in 1981.

The Company has made extensive use of fpo fiution contrel and industrial develop- 200
mrent bonds to finance qualified grojgcis. Because the tax status of these abligations 100
makes the associated interest rates very favorable, the Company will pursue this

form of inancing when available. industrial development bond obligations comprised ?
26 percent of all gutstanding long-temm debt at December 31, 1983, MOnSanio OCCA"  capital Kxpendtharss

sicnally has used other forms of financing, principally lease arrangements and joint

venture arrangements invalving take-or-pay contracts, when the effective interest

cost is attractive or the nature of the capital project requires thair usa.

Virtually all assets reflected in Monsante's financial statements are fres from lien and R N e sale = o
nct used to collateralize dett. Accordingly, these assets represent a source of addi- LUWUI of ]9 termm Geot
tional debt capacity. Through its Monsanto Oil Company s;gsiciam the fompanym and ﬁnancmg

owns oil and gas reserves with current valie in excess of the amount reflected in the '

accomparnying financiat statements. These cil and gas reserves and the undeveioped a!tematwes enhance
acreage represent valuable assets that could alsc be used to increasa tatal debt ﬂeXiblllty

capacity. The Company has no present plans to pursue these sources of financing.

Buring 1982 and 1981, me Cornpany issued nearly 4, OOO 000 new common shares

in two maior transactions. In addition, the Company has convertible securities and

stock options outstanding which result in periodic issuances of common stock.

Maonsanto's common stock is traded principally on the New York Stock Exchange.

The number of commen shareowners of record as of February 16, 1984, was 89,225

ard the high and low common stock price on that date was $90-389.

The Company has pald dividgends on its common shares — without interruption or A i

reductlonpinsmce 1928 and has increased tha dividend in each of the past slevan DlVldendS EﬂCreased
years. Divicend payout for 1983 was 42 percent of net income. The Comparny's for 11th consecutive
dividend policy reflects a desired long-term payout percentage based on

Monsanto's expectation of future growth and grofitability levets. In any individual year

year, additional consideration is given to expected financial positon and results,

working and fixed capital needs, scheduled debt repayments and economic condi-

tions, including inflation.
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Financla! Statemenis

Independent Auditors’ Opinion

Summary of Significant Accounting Policlas

To the Shareawners of Monsanto Company:

We have axamired the staternent of consolidated financial
pasition of Monsante Company and Subsidiaries as of

December 31, 1983 and 1982 and the related statemments .
of consolidated income, sharecwners' eguity an

¢hanges in financial position for each of the three years in
the period ended December 31, 1983. Qur examinations
were made in accordance with generally accepted audit-
ing standards and. accordingly, included such tests of the
accounting records and such other audiiting procedures
as we considered necessary in the circumstances.

in Qur cpinion, such cansolidated financial statements
present faify the financial pasition of Monsanio Company
and Subsidiaries at Decemnbar 31, 1983 and 1982, and the
results of their operations and changes in their financial
pasitions for each of the three years in the period enged
December 31, 1983, in conformity with generally accepted
accounting principles consistently applieg during the
pericd except for the change, with which we concur, In
1382 in the meinod of ransiating toreign currency transac-
tions and financia! statements as descrbea in the

Summary of Significant Accounting Policies.

»ﬂ_{/m—'ﬁ %.s.,‘[ L ¥ .{éé:/

Saint Louis, Missouri
February 24, 1984

Basis of Consolidation. The consaidated firancial
statements include the Compary and its majonty-gwned
subsidiaries. Intercompany transactions have been efimi-
nated in consoiidation. Investments in affiliates in which
Mansanto has an ownership inierest between 20 ana

50 percent are accounted for by the eguity method.
Foreign Currency Transiation. Foreign currency
transactions and financiaf statements are transtated in
accordance with Statement of Financial Accounting Stan-
dards No. 52 (SFAS Ne. 52) The functonal currency of
substantially all ex-U .S, subsidiaries. excaot those operat-
ing in hyperinfiationary countnes, 1s the tocal currency
intgrcompany advances 10 ex-U S, subsidianes are gener-
ally presumed o be of a lohg-term investment nature. “he
hypedrfiationary countries in wnich Monsanto or its affili-
ates have significant operations are Brazil, Mexico and
Argentina.

For 1981, foreign currency transactions and financial state-
ments were translated in accardance with Statement of
Financial Accounting Standards No. 8. it was not practical
ic restate 1981 under SFAS No. 52.

Depraciation. Depreciation is computed by the straight-
line method over weighted average penods of 23 years
for buildings and 12 years for machinery and equipment.
Intangible Assst Amortization. The excess purchase
price above the net assets of acquired businesses is
wiitten off on a straight-lne basis, over penods of Sto
Income Taxes. Investrnent tax credits are recorded as a
reduction of income tax expense in the year they offset
the Federal income tax liabiliy.

Income taxes have not been provided on undistributed
eamings of subsidianes either because any taxes on divi-
dends would be substantially offeat by foreign tax credits
©r because Monsanto intends to indefinitely reinvest thoge
eamings.

Inventory Valuation. inventaries are stated at cost or
market, whichever is less. Actual costis used for raw
matenals and supplies, and standard cost, which approxi-
mates actual cost, is used for finished goods and goods
in process. Standard cest includes direct iabor, raw mate-
nal and manufadiuning overhead based on practical
capacity. The cost of substantially 21! LS. inventories is
determined by the last-in, first-out (LIFQ) methed. The cost
of ather inventonies is generaily deterrined by the first-in,
first-out (FIFQ) method.

Oll and Gas Activities. Oil and gas exploration and
production actwities are accountea for using the success-
ful efferts method.

Pension Plana. Pension costs are funded as accrued
and rclude current sefvice anc amertization of unfunded
prior service costs generally over periods of 10 to 30
years. Other postemployment benefits (principally medical

and life insyrance) are expensed as incurred.

STLCOPCB4006864
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Statement of Consolidated Income

{Dallars i mifions, axcent per shars) *:..-.‘-.'n".:-h-‘-u‘—-r u
1983 1882 1981
Nat Sales £8,200 £8305 €5 048
Cast of goads sald 4,704 4804 5,293
Gross Profit 1,595 1521 1,655
Marketing and administrative expenses 681 691 656
Technological expenses 359 329 297
1,040 1.020 853
Oparating Income 555 501 702
Other income (expense):
Interest expense {98) (82) (101)
Interest income 73 63 68
All ather 38 19 24
15 — (9)
income Bafore Income Taxes and Extracrdinary ltema 570 01 633
Income taxes 201 172 248
Income Before Extraordinary (tems 369 329 445
Extraordinary items:
Tax benefits from utilization of ex-U.S. loss carryforwards 3
Gain from exchange of debt for common shares 23
Net Income $ 402 $ 392 $ 445
Earnings per Share:
Before extraordinary items $ 8.97 $ 82y $11.50
Extraordinary items 0.81 0.58
After extraordinary items $ 9.78 $87% $1130
Tha abave statemen 3nouid be read in conunction with DeQE 48 and pages 52 through 55 of this oo,
Key Financial Statistics
Net Sales an a Parcent of Tolal Asaats 284 104% 114%
Net Income as a Parcan] of Net Saiea 8% g% 5%
Parcent Retumn on Average Shareowners' Equity Before Extraondinary Items 10% 10% 15%
After Extraoedingry fems 11% 10% 15%
Parcant Return on Average Capital Employed® Befora Extraordinary tems % 8% 11%
After Extraordinary ltems 10% Ex) 11%

*Capital smployed i the Sum of Short-am dedt, IonNg-im dett snd sharsownen’ sduity. The bacinning of ths yaer snd the and of the vesr candal ampioyved ame

verapec and divided ino income after acding back the afertex affect of Interset costs.
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Statement of Consoiidated Financial Position
(Coilars m millions, except per share)

At Decembear 31
Assets 1983 1982
Current Assets:
Cash, time deposits and cerlificates of deposit $ 164 g 143
Sheort-term securities, at cost which approximates market 483 271
Trade receivables, net of aliowances of $44 in 1983 and $38 in 1982 1,115 1.076
Miscelianeous receivabies and prepaid expenses 205 140
Inventories 778 824
2,755 2454
investments and Other Assets:
investments in atfiliates 113 137
Cther asseis 275 173
388 310
Property, Plant and Equipment, at Cost:
Land 74 &1
Buiidings 667 875
Machinery and equipment 4,938 4,320
Mineral rights and ¢ii and gas properties 716 625
Construction-in-progress 244 242
6,839 8530
Less accumulated depreciation 2,358 3217
3,284 3313
Total Assets §6,427 36.077
The above statamend should be nead in conjunction with pegs 48 and Pagas 52 through 55 of this report.
Key Finuncisl Statistica
Working Capitad {Current assets less curert habiiities) $1,535 §1,503
Current Ratio (Curent assets civided by currart liabiites) 2.3 28
Chiick Ratio (Cash and squivalents pius trade receivabies divided by curent liabilities) 1.5 '8
DSW 021557
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Mlone st o

T and Subsiclorien
At December 31
Liabilities and Shareowners' Equity 1883 1982
Current Liabilitles:
Accounts payable $ 500 $ 379
Wages and commissions 108 102
income and other laxes i04 123
Miscetlanecus accruals 258 218
Short-term debt 253 131
1,220 951
Long-Term Debt 937 1,003
Deferred Credits and Other Liabilitles:
Deferred income taxes 558 493
Othar lighititiss a 31
550 524
Minority Interests in Subsidiaries 13 109
Shareowners’ Equity:
Praferred stock — authorized, 10,000,000 shares, no par vaiug; issued and outstanding,
54,211 shares in 1983 and 91,902 shares in 1982 — —
Commaon stock — authorized, 100,000,000 shares, par vaiue $2; issued,
40,877,448 shares in 1983 and 40,966,158 shares in 1982 82 82
Additional contributed capital 936 N
Accumulated curency adjustment {200) {122)
Reinvested samings 2,853 2821
3,671 3512
Less traagury atock, at cost {commaon shares of 58,152 in 1983 and 368 548 in 1982) 4 22
3,687 3,490
Totat Liabilities and Shareowners' Equity $6,427 $6.077
Koy Financlal Statistics
Percent of Long-Tarm Debt to Total Capitalization® 20% 2%
Percent of Long-Term Debt to Total Shareowners' Equity 26% 29%
Shareowners' Equity Per Commeon Share $89.68 $86.97
“Tatal capiaiization la the sum of long-temn debt plus sharecwnens' Quity.
D3SH 021558
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Staiement of Changes in Consolidatad Financial Position Monianic Company
(Dolars in millions) and Subsidlaries )
Sources {Usas) of Funds 1983 1932 1081
Operations:
Income before extraordinary items $ 363 S 329 $ 445
Charges not using (credits not providing) funds:
Depreciation and obsolescence 517 439 263
Ceferred NCome {axes 71 25 A3
ther (9} 27 15
Funds providad from operations, before changes
in working capital and sxtracrdinary items 948 £80 808
Investment and Other Transactions:
Extraordinary tax benefits from utilizatlon of ex-U.S, loss carryfarwards 33
Working capital changes:
Trade receivables (35) (3) 33
inventories 4 43 41
Cther current assets (65) 38 51
Accounts payable and accrued liabilities 147 (69} 23)
Short-term debt 122 (44) 64}
Property, plant and equipment additions {560) 673 (668)
Proceeds from property disposals 39 1 252
Foreign curancy adjustments (a7} {=9)]
Acquisitione and investments (208) (1 =
Cther 35 21 53
{497) 1721) {409)
Financial Transactions:
lssuance of common stock -— 7 205
Long-term financing 49 38 32
Long-term dett reduction {80) {149} (273)
Extraordinary gain from exchange of dett for Comimon shares 23
Dividends (17Q) (158 {48)
{208) {(171) (181
Increase (Dacrease) In Funda 5243 5 (12) $218
Increase {Decrsase) in Elemsnts of Funds: .
Cash, time deposits and certificates of deposit $ 21 $ (65) § 60
Short-tarm sacurities 222 54 136
Increase {Decraase) in Funds 5243 5 (12) 326

The sbove statement shouid be read In conuncion with page 46 and pages 52 through 55 of this repent.
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Statement of Consolidated Shareowners' Equity Monsanto Company
(Doflars in malions, excapt per share) and Subaidinries

1983 1982 <981

Commeon Stock:

Baiance. January 1

New shares issued (11,289, 988,075 and 3.000,000 shares in 1983-1881,
respenively)

Balance, December 31

Additional Contributad Capitai:
Balance, January 1

NEW 3Mares issusa

ymar

(i3

‘99

Balance, December 31

Accumulated Currency Adjustment:

Balancs, January 1 $ (122) 3

tnitlal ranslation adjustment for SFAS Na. 52 (18}
Transiation adjustmenta (84} (111)
Income taxes 6 3
Transterred to net incame {4

Balance, December 31

$(200) 3 (122)

Reinvested Earnings:

Balance, January 1 $2,621 32,423 32123
Deferred iaxes adjustment for SFAS No. 52 4

Net income 402 352 445
Praferred dividends ($2.75 per share) —_ — _
Common dividends (34.15, $3.95 and $3.75 per share for 1983-1981, respectively) (170) (158) {145)

Balance, December 31

Cammon Stock in Treasury:

Bafance, January 1

Shares purchased (153,570, 171,340 and 21,641 shares in 1983-1981, respectivety)
Conversion ¢f convertible securities and issuances under employee stock
plans (471,968, 313,192 and 320,276 shares in 1883.1981, respectively}

$ (2 3 (28) 5 @41
(14) (13) i)

32 17 8

Balance, December 31

$ (4 5 (22 $ (28

T abtve sasteenens should be read in confunction with page 48 and pages 52 though 55 ¢f s recomL
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Motes to Financial Statemenis

Supplementai Income and Expense Data

Principal Acquisitions and Divestitures

in June 1983, Monsanto completed the sale of the
European acrylic fibers business to Montefibre, a subsidi-
ary of Montedison (italy). A loss provision of $18 million
($0.46 per share) net of related taxes was estabiished in
1882 The 1982 pretax loss of $20 milion was reflected

in obsclescence expense in cost of goads scid. The
European acnyiic fibers business was part of the Fibers
and Intermediates operating unit and had 1982 sales

of approximately $138 millian.

As part of the above agreerment, Monsanto acquired, in
June 1983, at underlying net book vaiue, Montefibre's

50 percent interest in Polyamide Intermediates Limited
(PIL), a nyion intermediates joint venture in the United
Kingdom. This resulted in Monsanto having sole owner-
ship in PIL., whose aperations are now reported as part

of the Fibers and Intermediates operating unit.

In July 1983, the Company finalized an agreement

with The General Electric Company p.l.c., (GEC) of the
United Kingdom whereby Monsanto increased #s cwner-
ship of Fisher Controls Intermational. Inc. (FCH) to

100 percent from the pravious 86%: percent. Monsanta's
purchasa price was $178 milion. The excess purchase
price above FCH's net assets attributable to GEC's interest
was 581 million as of the acquisition date.

In August 1981, the Company sold its assets related ta the
Monsanta/Conoco joirt venture. The Company's gain on
the sale was recorded as a reduction of obsolescence
expensa in cost of goods sold in 1981 of $124 million, or
$68 million ($1.75 per share) net of related tax effects, The
facilties were a part of the Polymer Products operating
unit in the United States and had 1981 sales of approxi-
mately $167 mitlion.

As of December 31, 1983, the remaining accruals for
divestitures have been reduced ‘o immaterial amounts
through actual expenditures for shutdown or withcrawal
costs, disposal of cenaln facilites, and operating resuits
subsequent o the recording of the provisions. The
remaining accruals are expected 1o be sufficient to
absorb any future costs related 10 these divestitures.

Tre sffects of including the acquisiions discussed above
in Monsanto's 1983 consolidated financial staterments as if
they occurred at the beginring of the year would not be
materiai.

1983 1982 1981
Depraciation and
obsolescance:
Depreciation $456 $396 $361
Obsclescence (includes gains
and lesses from divestitures) 61 43 . (98)
Total depreciation and
obsoiescencs 3517 $238 $e63
Rent expense $8 $78 § 74
Technological sxpenses:
Research and development $290 264 $233
Engineering, commercial
development and patert 89 B5 64
Total tachnological expenses  $359 $329 5297
Intersst sxpernse:
Total interest costs incurred $126 5128 $145
Less capitalived interest (30) (48) (44)
Net Interest expansse $ 98 g a2 %101
Equity incoma (loss):
Equay in affliates’ income
and lossas & 12 g (8) ke
Equity in afffiates’ foreign
currency gains and kosses 2 (85} 18
Total aquity Income (loss) $ 15 $(11) $38
Foreign currency gains and
lossas {Inciuding equity In
affillates’ gains and lossss) s s 2018 s(om)

Pension Pians

Most Monsanto emplayees are covered by nencontribu-
tory pension plans. The pension expense for all plans was
$131 million, $136 million and $127 million in 1583-1981,
respectively.

Estmated benefit and asset information at yearend for
Monsanto’s pension pians is presented below Net assets
were measured at market value and accumulated benefits

_ were estimated from actuarial valuations made earlier in

the year,
1983 1582
Actusrisl present valus of
acoumulsted olan benetits:
Vested ~ $1,463  §1365
Nonvested 178 177
Total $1,841 $1,543
Net assets availabie for benefits $1,958 $1.697

< ot mi o vy st
U.S. salarisd and hourly smployees are coversd by o

crincipai plans. Assumptions for the principal plans
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include an investment retum of 7.5 percent used in deter-
mining the actuarial presert values, and an overall
average salary increase of 6.5 percent for a "final pay”
plan. Accumuiated plan berefils inciuded in the above
table for these maior U.S. plans were approximately
$1,515 miltion at December 31, 1983. The actuarial present
value af ac:ditsonaj pro';ected beneﬁts from future saiary
increases for tha U.S. "final pay’ plan at December 21,

1983 was approximately $260 million.

Income Taxes

Tne components of income before income taxes were:

Additional taxes have not been provided on $741 million of
undistributed eamings of subsidiaries as of December 31,
1583, Taxes rmay be payable in tha event cf distribution.
Ex-U.S. loss carryfarwerds at December 31, 1083, for
which no tax benefits have been recarded, were approxi-
mately $78 million. A substantial portion of thIS has an
unllmrted canyforward period.

Earnings per Share

Eamings per share ware computed using the weighted
average number of common and commen equivalent
shares outstanding each year (41,107 578, 39,975,498
ana 38,703,604 in 1983-1981 respectively). Common

1883 1982 1ggr 940U, /A0.0U T 1E0S peEcivery). i
share equivaients consist of common stock issuable upon
US. $419 B35 $840  ayernise of outstanding stock options (281,811, 159,858
Eds. 151 6 144 and 200,801 in 1983-1381, respectively), and conversion
Tolal $570 $501 $643 of loan stock of Monsanto pJ.c. {99,348, 102,904 and
- - 144,952 in 1983-1981, respectively). Eamings per share
The companents of incomme tax expense were: assuming full dilution were not significantly different from
1983 1082 1981 the primary amaounts.
Current: Fedarai $103 $ 53 3N - -
State 8 8 g Inventories
ExlS, 48 £ ¥ Inventories at Decerber 31, 1983 and 1982 wouid have
154 100 137 been $453 million and $447 million, respectively, higher
' Federa than reported if the FIFQ basis of inventory valuation
Deferred: State '1 7i 10:; {which approximates current cost) had been used for alf
ExUS M 4) (1) inventories. The LIFQ inventory method makes it impracti-
— cal to identify inventories by classification (i.e.. finighed
14 72 111 goods, goods in process, raw materials and supplies).
Tha lim sidation ~f wasor rect m\lnnfnn) “tiere" undar tha
Tax eftect of loss NS BOUICSUON OF IOWeT Cos1 Invento
carryforward: Ex-U.S. 33 LIFO method increased 1982 eammgs approximately
Totat $201 $172 5248 $83 miltion before taxes.
Investment tax credits for 1983-1581 were $26 million, Short-Term Debt and Credit Arrangements
$53 milion anc $22 million, respecuve%y 1983 1962
The sources of dmif‘@ differances in ulwvwwgnnuu-uv , M— PR
revenue and expensea for tax and financial statement Notes payable: 5‘?—’:—2 51;; S
purposesandmetaxeﬁectofeachmre: Current portion of long-term debt 24 26
1983 1682 1981 Totmt $253 13
Depreciation and cbsolescence  $ 19 $49  $8 19 company has avallable a $200 milion demestic
Intangiie drilling and ceveiop- Revoiving Cradit Agreement with fourteen banks. The
menoosts ) 19 & Agreemant provides for revalving credit through 1989. The
lﬂ‘?m& capitakization e '. ,}?\ 1‘: interest rates on any Domowings  under these dommhc
et {1%) A\ ®  faciities will generally be at or near prevailing prime rates.
Totat $14 872 S The Company also has availabie $100 milion under
Factors causing the atfective tax rate to differ from the Eurocurency Revalving Credit Agreernents subject to
statutory rate werne: mandatory reductions beginning in 1985 and terminating
1983 1982 1981 in 1987, Interest rates under these agreements are at a
margin above the London or Luxembourg interbank
Federal stantory rate 5% 5% 48% gfered rates.
I e‘m“-e.:m.ax and &1%9 crediis & an & No borowings wers made under the above ¢redit facili-
Benefits aftributable ebruary 4, 1984
DISC samings @ @ g UesthroughF 2 . t
Nor-tax effected ex-U.3. In addition, certain ex-U.S. subszclan&e have aggregate
subsidiaries’ results (3  short-term loan facilities of $325 million, under which loans
Othes {2) 2 (1) totaling $59 million were outstanding at December 31,
Etfoctive | e rete 35% % % 1883, Inferest on these loans is related to various ex-U.S.

bank rates.
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Long-Term Debt

P P,
Commitiments and Cantingencies

Long-tenm debt {exclusive of current maturities) was:

1983 1982
Monsanto Company:
§% notes cue 1385 §100 § 100
4¥:% promesory notes due 1983 4 49
Gv5% sinking fund cebentures due 1997 67 a7
8%:% sinking fund debentures due 2000 127 127
3%:% ncorme gebentures duge 2002 7 85
4%% income debentures due 2008 5 50
8%% sinking fund debentures due 2008 188 1ES
445%-11 %% industnal development
bond obligations due 1985/2021 247 247
Capraiized lease obigations 7 10
Monsanto (Suisse) S.A,
{Swiss subsidiary):
6% sinking fund debentures dus 1986 24
Monsanto Europe, S A. (Belglan
subsidiary):
9%:%-1472% bank loans due 19851991 9 -]
Qther, principally ex-U.S. subsidianes 40 50
Total 03 £1.003

Ctrer long-term debt above at Decernber 31, 1983
inciudes $3 million of Monsanto Intemational Finance
Company 4%2% sinking fungd debentures (due 1985)
convertible into Common Stack at $85 per share, and
33 million of Monsanto p.l.c. (UK. subsidiary) 5% lgan
stock (due 19851988) convartible into Common Stock
at a rate ecuwvalent to 885 per share.

Malurities and sinking fund requiremants on ong-term
debt are $24 million, $130 million, $22 million, $17 million
and 323 million for the five years enging December 31,
1964-1988, respeclively.

Covenants of certain loan agreements restrict maximum
bomowings and dividend payments. It is not anticipated
mat adc:manal future borrowmgs wall be aﬁecteci by these

nQs were rosc:tnrtpd as to dividend pavmaents at

December 31,1983,

Monsanto has various kans payable to other companies
where the agreements provide for the legal night of offset
of related Monsanta assets, principally ioans receivable
from the same companies or their affiliates. Monsanto's
total borrowngs under these agreements were

£149 million at December 31, 1883, Sincea both parties to
the agreemenis have the legal right of offset in case of
default, borrowings and related receivabies or other
assets are rafiected net in the accomparying Statement
of Consolidated Financial Position. Thesa agreements
expire at varous cates through 1986. Because of currency
denomination and other factors, interest rates on the ioans
payable are somewhat higher than the rates on the
related receivabies or gther assets.

Supstantially all long-term debt of subsianes is guaran-
teed oy the Company:

Commitments in connection with uncompieted additions to
property were approximately $136 millicn at December 31,
1983, Monsanto was contingently liable as guarantor of
bank ioans and for discounted customers' receivahles
tataling approximately $56 millicn at December 31, 1883,

Mensanto is a party to a nurmber of lawsuits, which it is
vigoroustly defending, ansing in the nomai course of busi-
ness. Certain of these actions seek damages in very large
amounts. While the results of litigation cannot be precicted
with centainty, managernent believes, based upon the
advice of Company counsel, that the finat cutcome of
such litigation will not have a matenat adverse effect on
Mensarito's consolidated financial positon.

Capitai Stock

The autstanding $2.75 Cumuiative Convertible Preferrect
Stock is stated at $2.24 per share and is convertible into
1.12 shares of Cormmon Stock. Preferred stock may be
redeemed solely at the Company's option at $73 per
share (he voluntary liquidation preference) and ras an
invoiuniary iguication preference of 335 per share.

At Decemiber 31, 1883, there waig 185,245 common
shares reserved for conversion of convertible securities
and 1,424,588 common shares for employee stock
options.

Stock Option Plan

At December 31, 1983, there were 1,083,778 shares uncer
options outstanding for the Company's 1974 Plan al prices
ranging from $48.50 to $115.18. Options for 817,754
shares were exercisable at December 31. 1983. Dunng
1983, 258,250 eptions were granted and 320,348 cotions,
graried at prices ranging from $48.50 to $88.06 per
share, ware exercised.

Stock anpregiation rights (SAR's}) are authorized ‘o te
granted under the 1974 Plan, including retreactive grants
for unexercised options. At December 31, 1983, SAKS
related to options for 257 233 shares were oulsianding;

of these, 145,010 were exercisable. During 1983, SAR's
related to gptions for 61,000 shares were granted and
98,495 were exercised.

o]
%]
i
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Segment Injormation

Certain operating unit segment data for 1983-1381
appearing on page 38 are integral parts of the accermpa-
rying financial staterments. The principal product lines
included in each operating unit are shown in the “Sales
by Product Group™ data on page 34. Unusual or non-
recumming charges or credits wers includsd in the operat-
ing units and wortd areas as discussed in the “Principal
Acquisttions ana Divestitures” note. The liquidation of
lower cost inventory “tiers” under the LIFC method
increased 1982 cperating incorme by $20 million,

327 million anc $35 million for Fibers and intermediates,
Industrial Chemicals and Polymer Products, respectively.
Total sales between operating units (made cn a

market price basisj ware $297 miliion, 3311 mitiicn ana
$393 million in 1983-1981, respectively. These sales wers

Net sales by world area entities wera:

not significant for any operating unts except Industnai
Chemicals {$140 million, $151 miifion and $162 milicn n
19831981, respectively) and Fibers and Intermeadiates
(3101 million, $91 mitlion and $102 million in 1983-1381.
respectively). Inter-area sales, which are sales fram cne
Manisanic iocation 1o anciner Monsanto iocation in a
different world area. were made on a market price basis.
Certain corperate expenses, primartly those related to the
overall management of the Company, were not allocated
to the operating units or world areas Other income
{expense), as shown in the Statement of Consatidated
Income, is the only reconciling item batween aperahng
income and income before taxes. Nonoperating assets
prncipally include cash, time deposits and certificates of
deposit, short-term securities and investments.

Qutside Customer Saies Intar-Area Sales

1983 1982 1981 1963 1982 1481
United States $4.596 $4.483 34874 $ S8 § 457 3 324
Europe-Africa 924 1,079 1,247 188 08 115
Canada-Latin Amernca 451 448 486 10 3 4
Asia-Pacific J28 315 341 F-] 21 25
Eliminations (749) (€01} (698}
Total consciidated 56,209 $6.325 $6,948 5 - 3§ — 5 -
Operating income and tctal assets by world area entities were:

Operating iIncome (Loss) Total Assets

1883 1982 1981 1383 1982 1881
United States § 434 $ 458 § 652 $5,122 34711 34 437
Eurcpe-Afica 137 k) B 698 790 1048
Carada-Latin Amenca 54 30 41 e 247 280
Asia-Pacific 15 11 25 20 172 227
Eliminations (35) 8 (18} (382 (264) 1234}
Comporate expenses (50 (45) (38)
Nonoperating assets 498 425 410
Total consoiidated $ 558 $ 501 3 702 $8,427 36077 $6.069

Following is a reconciliation of ex-U.S. operating incoma and total assets to the Company’s equity in the net ncome and

net assets of consclidated ex-L.S. subsidiaries:

1983 1942 1981
Cperating income $ 208 3 & $ 104
Cther income (expensa) (35) (14 38
ncome axes (including extraoramary tax benefits
of ‘oss camyforwards} 45 35 30
Net income of consolidated
ax-U.S. subsidiaries $ 128 3 A 3 12
Total operating assets $1,174 $1.209 $1,556
Tetal iabiites. net of nonoperating assets 470 440 891
Net assets of consolidated
8x-U.S. subaidiaries L ]| § 769 $ 888

DSH 021564
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Financial Summary

(Dollars in millions, except per sharg)

1983(1) 1982(2)(3) 1881
Operating Results Net Saies $6,299 $6.325 £6.948
Qperating Income 555 501 702
Net income $ 402 § 382 3 445
Ag 3 Percant of Nat Sales & 8 B
As a Percent of Average
Shareowners’ Equity 13 10 15
As a Percent of Average Capital
Empioyed 10 9 1
Earnings Per Share Primary $ 978 § 879 $1130
Fully Diluted 9.74 874 1143
Yearend Financial Position Total Assets £8,427 38077 36,069
Working Capital 1,535 1.503 1,486
Property, Plant & Equipment: Gross $6,639 36.530 36,218
Net 3,284 3313 3,184
Long-Term Debt $ 937 $1.003 $1.110
Shareownars’ Equity 3,667 3,480 3,330
Current Ratio 2.3 26 24
Percent of Long-Term Dabt to Total
Capitalization 20 22 25
Other Data Property, Plant & Equipment
Additions $ 560 % 673 % 668
Depreciation and Qbsolescence §17 439 263
Interest Expense 96 g2 101
Research and Development
Expense 2990 264 233
Income Taxes 201 172 248
Stock Price: High $ 116% $ &9 $ BT
Low TadVs 56% 58%2
Price/Eamnings Ratio on
Yearend Stock Price 11 9 6
Per Commeon Share: Dividends $ 415 $ 395 § 375
Sharecwners’ Equity 89.68 85.97 24 37
Sharsownars: Common 69,787 75.943 79.029
Preferred 632 709 775
Common Shares Qutstanding
(in millions) 41 41 40
Employees 50,889 52,199 57.391
11} Net income ior 1883 Inciudes extraardinary thx benetits of £33 million, or $0.87 per pnMary share, Irom the ullizabon of ex-U.5 10sa carryforwards.
12} Mat incoma for 1882 inciudes an exUsiginary gan of 323 miliion, or $0.58 per comary share, 110M an exchange of Geot lor cammon shares
{3) In 1582, the requiremants of Sistement of Finencial Accounting Standards Ns. 52, “Fareign Curtency Translanon,” wers adosted.
p3W 021565
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1980(4)

1878

1978

1977

i@

Monsanta Compsny
aed luboldhnn

1976 1675 1974(5) ‘973

$5.574 36,193 $5,019 $4.595 54,270 13625 $3.498 32648
210 487 6832 810 668 547 350 46

$ 149 $ N $ 303 § 276 $ 366 E 306 $ 323 $ 238
2 5 8 8 9 8 g g

5 12 12 12 17 15 20 17

5 10 g g 13 1 i) 13

% 410 $ 91 $ 820 $ 746 £10.05 $ 863 $ 925 $ 6.3
4.06 9.03 8.21 737 977 8.22 873 B 54
$5,708 $5.539 25.036 $4.350 $3.953 $3.451 32,938 %2345
1,226 1,323 1,296 1.080 1,108 *150 E )
$6,074 $8.529 35,167 $4,745 $4.208 33620 $3.157 32.852
3.108 2818 2,605 2.409 2.080 1,660 1.312 152
$1.371 $1.203 $1.224 $1.031 $ 915 § 845 § 587 % 979
2,808 2,782 2,579 2,401 2253 1,977 1,785 1.484
2.1 2.2 2.5 26 28 34 29 3.1

R 30 32 30 29 30 25 25

% 781 $ 566 % 480 $ 807 3 647 $ 528 $ 313 $ 205
547 413 288 296 226 173 172 170
112 123 1C3 B6 80 56 43 38
208 161 136 132 114 18 ar ra
57 150 274 245 251 230 251 73
§ 0% 3 @ 3 0% 3 88% 3 W0 3 & 3 094 3 5%

42V 45 44'4 52 76 41 39% 43

17 7 6 a 9 9 4 8

$§ 355 $ 335 $ 3175 $ 3025 5275 $ 255 $ 230 3190
7783 7720 7126 66.18 61.79 56.62 51.39 4426
82,441 85,608 86,775 85,021 84.647 91,725 98,542 98.564
ar71 952 1,138 1,404 1,958 2838 3708 1888
36 36 38 38 36 35 34 3
61,838 63,926 62.851 81,519 61,903 99,242 60,926 58277

(4) In 1990, intevest Costa related 10 CONSruCHon-in-progresa napmdlmm wars caomlizad in AOrdAnce with Statement of Financual Ancounung Stancerds

Pioan e ot

G, 34, PR G 1590, & intevest COBE wete CADWREG A TG, T ST G Une e BECUUITUTY TGS WaS W iGiease 1360 Nat ncome by Q8T

or $0.76 per onmary sham.

{5} in 1874, the Company and certaln of its comestc

e Uy S28 milisn

subsidlaries chanped thei mathod of Imaiiory vilusDon for subetantally all Unsted States imvenicnes frarn
he FIFO basis in tha LIFO 3axis. Tha athect of this change was o decrosse 1274 income by $78 milion or £2.28 per primary share,
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Annual Meeting

The next Annual Meeting of
the shareowners of Monsanto
Company will be held at 1:43
p.m., Friday, Aoril 27, 1484,
in K Building at the

moany's General Offices

Company's General Of

800 N. Lindbergh Blvd.,

St. Louis. Missouri. A formal
notice of the meering,
together with a proxy
staternent is being mailed 1o
each shareowner.

10-K Report, Corporate Data
Book and Investor News

A copy of Monsanto
Company's Form [0-K Report
filed with the Securities and
Exchange Commission for
1983: 1983 Corporate Dara
Book, which contains
addittonal information relating
1o Monsanto: and Investor
News can be obtained bv
writing to:

Investor Relations Depariment
Monsanto Company

§00 N. Lindbergh Blvd.

St. Louis, Missouri 63167

Stock Symbol: MTC

Transfer Agent and Registrar
The First National
Bank of Boston
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Monsanto

Monsanto Company
801 N, Lindbergh Blvd.
St. Louts, Missourt 63187
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