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for the year 1963

In the story of a year's acluivity within a
major company, certain occurrences carry
specral significance. Some are important as
markers of new directions being taken. Others
rcveal achievement brilliantly won. or
superionity patiently built. And while all
necessanly reflect the philosophy guiding the
company’s actions, some will be particularly
illuminaung in this regard This Annual Report
summarizes Dow’s activity of 1963. A few
developments are discussed 1n more detail

than usual, as significant and indicative of
Dow's continuing record of progress.

SIXTY-SEVENTH FINANCIAL REPORT
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Operations Highlights

4 Anmuul Repors 1963

(IN MILLIONS)

Net Sales

Total Income

Depreciation, Amortization, and Depletion
United States and Foreign Taxes on Income
Earnings for the Period

Earnings per Share

Cash Dividends Declared

Common Stockholders’ Interest

’

Shares of Common Stock Outstanding

Common Stockholders

1963

$967.7
989.4
99.2
64.6
80.7
273
47.1

724.9

29,523,118

98,700

1962

(UNAUDITED)

$926.2

946.4

99.6

58.5

72.9

2.51

46.6

698.8

29,060,983

100,300

The Company changed from a fiscal year ended May 31 to a calencar year effective December
31, 1962 Income and surplus statements shown in this report for the year ended December 31,
1962 are for comparison only and have been prepared from the records without audit.
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The President’'s Letter

To THE STOCKHOLDERS:

When you took at the 1963 earnings shown in this
report, keep these facts in mind: Dow’s over-all price
index dropped four per cent during the vear; this was
the third straight year of price declines at this rue; each
one puer cent drop in the index takes away about $5
mullion of potential Dow net earnings.

That's what makes our ten per cent gain in carnings
asatisfactory accomplishinent for 1963,

This gain wus brought ubout by increased cffective-
ness in Dow's operations. Oue past cfforts—for the
better. fuster. casier. more producuve. less expensive
way to do the job in office. laboratory and plant—have
built up real momentum. becoming a habit at all levels
of responsibility. The 1963 results, in terms of improved
cffectiveness, were superb. We can be proud of the
31.500 Dow cmployees whose individual performance
contributed to this.

I want purticularly to mention one group of Dow
employees. They number about fifty, and they are
usually identified as “top management.” Each of thesc
men works in i kev assignment within Dow, a major
assisnment such as management of a product depart-
ment, o production division. a sizable research labora-
tory. a corporate staff or marketing group.

Notice that | say these men work. Indced. that is
the prime charucteristic moving them upward in Dow.
All have shown wide capabilities and acquired broad
cxperience within the company—for while their average
aze is perhaps forty-five. their average Dow service runs
close to tuenty years.

This top management zioup is & Dow resource in

H. D. Doan

depth. Today, these arc the men—talented. expericnecd,
enterprising individuals—who run the company’s day-
to-day operations. They have a large role 1n our long-
range planning. And as they assume greater and greater
responsibilitics with cach siep of Dow progress. in a
sensc they constitute a new and changing manazement.

This management team we are cvolving ranks with
the best in the industry. For this. credit must go to
those Dow veterans who managed the company to s
present postion. They took the ume. while building
Dow. to find and test and train their successors.

One of the greatest of these veteran buiiders was
lost 10 Dow n the death, on March 27, 1963, ot Dr.
C. J. Surosacher. A genius in chemical product:on. a
pioneer 1n research, a manager in the finest sense, Dr.
Strosacker was a long-time officer, director and mem-
ber of the Executive Committee. He was a Dow em-
ployee more than fifty-four years and had a major purt
in developing such important areas of our activitics as
phenol. petrochemicals and plastics.

The spirit and character which Dr. Strosacker and
his associates implanted in Dow is still with us It shows
in continuous and mcreasing effectiveness throughout the
orzanization. especially in our top management ranks.
It is 2 major factor in the strengths upon which we base
our optimism for the years ahead.

Sincerely,

Muarch 12,1964 President
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OOW WAGES AND SELLING PRICES

80
1958

1959 1960 1961 1963

CALENDAR YEARS

1962

Finance and Earnings

Earnings after taxes for the twelve months cnded on
December 31, 1963, amounted to $80.7 million. a ten

pcr cent increase over our carnings in calendar 1962,

The carnings per share, on stock outstanding at ycar's
cend. were $2.73, an increase of 8.7 per cent. Since
dollar sales were only 4.5 per cent above the 1962
level. this increase in carnings is particularly note-

worthy. It is due primarily to continued reductions in
product costs.

The investment tax credit in 1963 amounted to $2.2
million, of which forty~cight per cent—cequal to about
four cents per sharc ufter taxes-——was credited to current
carnings.

You will note from the chart showing the index of
selling prices that cvents of 1963 bore out our prediction
of a continued scvere decline in prices. We feel, how-
ever, that the four per cent rate of decline of the last
three vears will abate in 1964,

In October of 1963, we sold $100 million of 4.35
per cent debentures to the public and used the funds
received to repay a like amount of long- and short-term
debt. Subsequent events have proven the timeliness ot
this financing.

A statement showing source and application of funds
appears as part of this section of the report. The in-
creased working capital shown in the statement repre-
sents principally a decrcase in short-term debt and an
increasc in accounts receivable.

In May of 1963, Dow paid a two per cent stock divi-
dend to sharcholders. This was the siath such dividend
in the past ten years.

An inccease in the cash dividend has been declared

Annial Report 1963

QUARTERLY SUMMARY

1963

l

SALES EARNINGS SALES EARNINGS
QUARTER IN PER PER

ENDED MILLIONS SHARE* MILLIONS SHARE*
/N 2240 .63 2219 .42
6/30 246.0 .80 239.8 .83
9/30 249.3 b4 2.9 68
12/ 248.3 66 232.6 .58
2.73 926.2 2.51

TOTAL L 967.7

* Based on sharss ouisionding ot December J1.

by the Bourd of Dircctors, to begin with the paymient to
be made on April 30, 1964, This establishes the unnuai
cash dividend rate at $1.80 per share; a rate of $1.60
has been in effect since August, 1961.

Capital expenditures for the year were S82 auilion.
This compares to the $69 million invested in new and
expanded facilities in 1962, It is cxpected thut these
expenditures will risc again in 1964, to approvmasly
$100 million.

Sales

Sales of Dow products and services were $968 niutlion
in 1963. a 4.5 per cent increase over our record sales
in the 1962 calendar year. Sales to U.S. markets were
up modcrately and, in a reversal of 1962 expenicnce.
overseas markets showed mujor increases.

Our major product categories brought in these approy-
imate shares of the total salcs income:

Chemicals .. ... 487 Bioproducts . ... Y9

Plastics . ...... 36% Metals ......... 7%

The gains in world markets trace to groundwork cene
in past years and our ability, as European and other
OVCrSCas ¢Conomics Open new opportunitics lor us o
move rapidly on such opportunitics. Through much ot
the year our foreign sales showed a crowth rate over
thirty per cent. At year's end. this growth had seided
10 a lower but still substanual rate. Our position .nd
outlook for the coming year show promise of continuiny
satsfactory progress in overscas actvity.

In the U.S. marketplace we see no sluchening of com-

£2€490001S,



ST T

* SOURCE AND APPLICATION OF FUNDS

(IN MILLIONS;
source of funds.
garnings for the year .. . . ..... .. ... %807
Depreciotion . . ...... ... ... . . 99.2 .
Total cosh flow . ... ....... ... 81799 '
Ipcreose in long-term debr . ... ... . 40.9
Sale of fixed ossets and other receiprs . .. | 4.8
TOTAL .... ..., ....... ... . $225.6
application of funds:
Cash dividends . . ... .. P Y Y |
Capital expenditures ... .. ... ........ L. B2.}
Purchoss of treosury stock . ... ............ 8.4
lacrease in warking capito) . . ... ... . 84.2
Other .. ...... ....... e e e 1.8
TOTAL ... ..o . 82256

petition. The pressures are real and constant. But the
improving cllectiveness developed throughout Dow in
recent vears, particularly improvements made during
1963, huve strengthened our position in several arcas.

As indicated in the President’s Letter. our over-all
price index declined last year. 1tas worth noting, how-
ever, that prices on some major products have moved
up from past lows. Whoere price improvement has not
been possible. production efhiciencics and reduced man-
ulactuning costs have alfowed us to maintain profitability.

Qur emphasis in marketing remains on sharpening
and extending our ability to anticipate. identify and
move rapidly to meet market changes. The pattern of
oul marketing orzanization focuses our strengths on the
tweniy -plis businesses identified as those Dow can most
profitably serve. Bosides meeting current product and
service needs of customers, the pattern enables us to
handle new needs as they emerge. Where appropriate,
vw orgianizauon changes—as in 1963 with cstablish-
mwnt ot the Government Affaics Department, the Con-
sumer Products Departmient and the Packaging Depart-
ment—in keeping with present and projected growth
of the businesses in which we see opportunity for Dow.

Further opportunity lies ahead as the American
cconomy, moving to higher levels, presents new demands
on those who would scrve 1. Dow’s capabilitics in mar-
keting, backed by strengths in research and production,
are aimed ot masimizing on those opportumitics.

Chemicals sales reached a new high in 1963, In all
lines, competition was a continuing factor. compeliion

g 'S)u
l For. Bcggg@ole"m

T lens

Dow, in settmg up three new corporateidcpartmems n
. 1963, emphasxzed the growmg dimensions of usjacnvmcs N
—and, more sngmﬁcam.ly, its esumates and mtenuons—-'
.in certain arcas of opportunity.. } £ A AN
Thc"thrce aré the. Governmem Aﬁalrs -Departmem"v
“the Consumcr Products Department;and zbe Packagmg X
Departmem ,Each Trriarks an‘orgamzanona] step .for .
.-. broadened apphcatnon*of Dow strengths and capabllmes
in service and supply’to Iarge and shll-e;'pandmg mar-
“ kets; &Each &w ccdsufrom 3 ‘base ‘of “prior Dow"experi-- 3

wence” - Mand } jd sealth%of iclosely ¥elatéd Stéchnical mand §
%_‘operatmg skxlls %'YM%‘“ v
~-vIntecent” ycars, for. ,‘mstancc, Dow.has béen a éuppher

5
-
(

%
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-and contractor‘for the_United’ Stafé&s” Governmcm to'a
relatlvely modest extent; T We"sold various _,ghen'ucals to .
eiviland mllltary agcncncs“s‘ We did g‘ontract fsi:arch on i
ghng—energyiséhd"}'fuels . We ibudt*and nmana?cd the“,
%Rocky ats, facxhty Tor the Atomic Encrgf Commission. 2
Now%nh"D rq’P"BeuteI a DOW. v direcforsand Vick 5
pre51dem s director, thé Govérament Affairs Dcpa
“*ment is ’é'nlargmg thesc rolequur;capabxbue? 1ake] t »
]ogxca] to seek ma]or contxacts x%the nation’ 5" defense
and acrospacc programs, 3nd 'in such ﬁelds‘ﬁf‘?&s&a?ch“
.as dcsalmatxon of water, ajr and water pollunon, ocean-
2 ography, spacc scnences, sohd And” llquxd dissérnination,
 nuclear sciences and others. s % 77 e ST
V The, Consumcr Products De artment sxgnals growth :
in number and in sales volume, of Dow-produced items
“for the“general ‘consumer=This began"in1952 with
SarRAN WRaAP* film. HANDI-WRAP® food wrap was added
in 1960.- During 1964 Dow will market nationally 2
new and improved type of SARAN WRAP film, HaANDI-
"WRar food wrap in rolls and the new HANDI-WRAP
Sandwich Bags, Dow Oven Cleaner, and BEN-MoNT®
gift wraps and accessory products. SARAN WRAP Squares
and HaNDI-WRAP Refrigerator Bags will also be mar-
keted in some regions.
Market study, product development and market test-
ing continue on still other consumer items. Having built j
an cffective knowledge in depth for this most competitive
field, Dow is expanding its activity on that knowledge.
In the Packaging Department all of Dow’s activities
associated with packaging are being grouped together. i
- Implicit is the potential seen for the broad field of pack- !
aging, where the depth of Dow know-how—in plastic
coatings, films, sheets, foams, and their converting and
combinations with foils and papers, as well as their
extrusion, molding, forming and printing—finds con-
stantly widening application. This department will act
to extend Dow’s role as a supplier of both packaging
materials and of finished products.

@ Regisreced Dow Trademark * Dow Trademarh
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Supporting Dow's ability to compete in distant mar-
kers is an extensive, effective distribution system.

by imported materials increased for our chlorinated
solvents and certain inorganic chemicals.

Sales were particularly strong for alkylene oxides,
glycols and glycerine, brominc and bromide products,
and phenolic derivatives and their related products. For
magnesium hydroxide, growing market opportunities
in the pulp and paper field are leading to production
expansion.

Our approach to profitable growth by development
of ncw products and ncw applications to fill special needs
in specific markets reflects in the 1963 record. The
metal-working industry’s acceptance of MaPP?® gas as
a more cffective, safer and ecasily handled fuel for cut-
ting and flame hardening has led to plans for national
markcting this year. [In the field of water and waste
treatment. PurirLoc® 601 flocculant conditions waste
sludges more effectively, less expensively; the product
has achieved robust sales in its first year in the market.

Dow announcements on ethylenimine and dipheny!
oxide derivatives are discussed on page 10 of this report.
Other new products introduced during 1963 included
an industrial preservative, a new solvent, a strength
additive for paper. and two new ingredients for paints

Developmental work on a line of metallized explosives
tor the mining industry has advanced to the planning of
a commercial plant to manufacture the line. Another
promising development, a new process for manulacture
of phospharic acid, is moving into the pilot plant stage.

Dow produced and sold plastics in record volumes in
1963. Profits held firm; volumie sales and improved

® Reosared Dow Trademark

tannel Repore 1963

Thm rcport makes frequent mennon of markelmg o
markctmg organization, marketing plans, marketing ef 4
Iorts ‘To grasp the extent and complexity of this corpgy
; ‘rate actmly. and its importance to proﬁtabxlny, a ..,

,(r i

sproducer to consumer mcludmg among others buymg )
,,#scl]mg, storing, transporting, standardizing, financing,
Snsk bearing, : and supplymg market information.” Dow

P

N ‘z.*.

A good product acqulrcs llS full value only when ig A
aced ‘Where, a customer can use it. ~To'move goods Q8
ustomers m‘&l}63¥Dow,regularly utilized ‘three sea’
going shxps, twenty barges and 3,500 railroad tank cars:§
2;In every average day 240 railroad cars—tank, box, hop-
per, flat—left Dow shipping locations. And eve hour ¥
slxty-ﬁve trucks also left Dow shipping’ pomts k
-Some goods, packaged at Dow producing points, must &
be moved to temporary storage close to customers, to
_ await their orders. . Over 800,000 square feet of ware- {
house space, in sixty-five market areas, met this need
. for Dow last year. General chemicals and bioproducts,i
- plastics and metals, as well as consumer products, were
“involved in this phase of warehousing.

To serve other customers Dow moves materials in
bulk from plants to terminals, and then transships in |
bulk or packages the goods in smaller containers. Over
the past year this part of marketing involved twenty-five
terminals with storage capacity for over 22.5 million
gallons of seventy-five different bulk chemicals. From
bulk storage at these terminals, Dow packaged for de-
livery to customers more than 250,000 55-gallon drums
of material plus more than six million smaller containers
during 1963.

This distribution network, more than a decade in
development, keeps pace with Dow’s increasing volume
and variety of output and business activity. Effectiveness
also keeps pace by the working out of new techniques
and adoption of such innovations as electronic data '
processing for order, inventory, shipment and other !
information. The 1963 result: record volumes of
goods were handled more rapidly, at lower costs and
by fewer people. {

For customers, the Dow distribution network means '
convenient and economical access to Dow’s productive
capacity. For Dow, the distribution network serves 10 l

t
|

take the competitive advantages of our other capabilities
to distant areas—and profitably.
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How wtiliey rights-of-way ure cleared of brush by TORDON herbicide spraying is shown in these before and after photos.

plant opcrations offset price declines for several major
products such as polystyrene and polycthylenc.

Notable guins were made in our coatings business.
involving monomers, latexes and resins for use by the
paper. paint, textile. packuging and reinforced plastics
industrics. With many promising new or improved prod-
ucts at hand. continued growth is indicated here. An
example is our new Latex 358 for maintenance paint.
which has proved an outstunding perfornier.

Growth in the construction muaterials business has
been led by our line of foamed plastics. Poultry raisers
find S1yroroast” expanded polystyrene an cifective in-
sulation and sheathing materal for poultry houses. In
general construction, the use of STYROFOaN insulation
bourds in roofing showed excellent progress

Among the many materiuls we produce for the pack-
aring business. Eteavroavt® expanded polyethylene, a
fievible foam. gained strongly in usage. Late in the year,
a Puckaging Department was established to direct Dow's
incraasing activity in the field of packaging.

During 1963, U.S. producers turned out more than
nine billion pounds of plastics—and more than one bil-
lron pounds came from Dow. With more than a dozen of
our plastics materinls produced at capacity last year. we
plan expansions in several lines for 1964.

Bioproducts sales in 1963 showed increases in most
Major catcygorics.

Herbicides, feed industey products, soil fumigants and
fertilizers led the over-all growth in agnicultural und
industrial bioproducts. For scveral of our older prod-

’_——

ucts, market demands required capacity production. We
arc building on this established marketing buse with a
number of new materials.

TornoN™ herbicide, especially effective in controlling
brush and perennial weeds, found ready acceptance for
maintaining right-of-way when introduced in the utility
markets in 1963, It is now being marketed to industriul
users for plant site maintenance. A new plant to produce
TorooN was completed ahcad of schedule.

N-Serve® nitrogen stabilizer is expected to go into
limited marketing this vear. N-SeErvVE prolongs the action
ol ammonium fertilizer. reducing the nced for repeat
applications during the growing season.

Other new products include SIRLENE? feed additive,
a feed and water suppiement for farm stock and pets.
GerLcarp® F fire control polymer, a thickening agent for
water in fire-fichting use; Lnd—in development—a medi-
cated mineral tor cattle 10 control hornflies and grubs.

The Pinman-Moore Division increased its sales of
human pharmaceuticals in 1963 but, due to produc-
tion difficulties and market competition, experienced
a4 decrease in sales of biologicals. The live wvirus
measles vaccine which we had expected to rcach market
in 1963 has been delayed by developmental problems.
however. continuing tests confirm the Dow vaccine's
excellent properties. We are confident that this product
will be a valuable addition 1o our humuan health line.

Increased profitability and improvement in our com-
petiive position marked 1963 activity in magnesium
Process improvenents boosted miagnestum production

2 Reasiersd Dow Tradems d
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capacity without expansion of our facilities. and also

reduced production costs.  Additional capacity gains
and cost reductions are eapected in 1964 and 1965,

Magnesium shipments gained only slightly lust yecar
over the 1962 fevel. but showed the best profit of any
pcacetime year. Sales to the aluminum industry, for
usc in alloying. gained substantially. Uses in dic casting
also increascd. particularly in lightweight applications
such uas power lawn mowers and portable tools.

With continuing process improvement plus ample
reserve capacity, Dow has a strong capability for sup-
piving world as well as domestic market nceds in
magnesium. We uare working to expand world con-
sumption of this metal by such means as a program
of international licensing of Dow’s know-how and tech-
noiogs 1n magnesium die-casting.

Our metals technology opens opportunities for Dow
in the nuclear fuels field, and plans have been announced
for a nuclear fuels laboratory. In Europe, joining with
the German company Nukem, we have formed a new
firm called Alkem to process and fabricate nuclear
tucl elements.

Our precolored acrylic fiber, ZEFKROME®, moved into
textile markets on a commercial scale in 1963 with good
sales results. At year's end both ZEFKROME and our
first textile material. ZEFRaN? acrylic fiber, were being
produced at capacity.

Development of a basic-dyeable acrylic fiber pro-
gressed 1o the building of @ semicommercial production
plantn 1963, Operation ol this unit began in December.

o Reciscered Dow Tracemaes

10 Al Report 1963

Research Successes Unlock Potential
For Volume Uses of Ethylenimine, DPO

Two developments publicized by Dow during 1963 sheg
light on the type of challenges met in today's search fg,
“new” chemistry.

The developments concern ethylenimine and dipheny
oxide derivatives. Neither is ncw to science:

—Ethylenimine, a highly-reactive material, has beep '}

known for seventy-five years. Resecarchers marked it ag
interesting and promising, but industry used it most
sparingly. Ethylenimine simply cost too much for com-
mercial use in volume.

—Dipheny! oxide derivatives carried a different handi.
cap. Readily available because diphenyl oxide is a
by-product of Dow’s phenol process, the derivatives just
weren’t reactive enough. They couldn’t be worked into
advantageous combinations with other materials.

Why devote time to such problem products?

Dow worked on ethylenimine for its extremely broad
potential. Rescarch literature shows some 1,600 refer-
ences to ethylenimine and its derivatives, and their proven
or potential uses in medicine, in petroleum refining, in
paper making, in textile treatment, in dozens of other
ways. Besides, the chemical structure of cthylenimine
is such that Dow researchers belicved they could find a
way 1o make it by a simpler process and at lower cost.

As for diphenyl oxide derivatives, several of them
have desirable properties—resistance to other chemiculs,
stability at high temperatures, stability on long exposure
to air. There are numbers of industrial and commercial
products for which such properties are valuable advan-
tages. Dow sct out to produce diphenyl oxide derivatives
reactive enough to transfec their good characteristics o
other materials with which they might be combincd.

And, in 1963, Dow announced the results.

Ethylenimine. at lower-than-ever prices, is currently
available from Dow. 1t's produced in a semicommercial
plant in the Texas Division; a full-scale plant should e
in operation by early 1965. Now industry is invited 10
test the potential of low-cost ethylenimine

Diphenyl oxide derivatives that do react, that will—
among other things—improve insulating resins and plas-
tics, arc also available from Dow. One such dernvative

already has volume application. During the year more
than 800 firms requested developmental samples to test
in their particular processes and products.

Whether these materials will achicve volume usc»
and good profitability for Dow, remains uncertain
What is certain is that, until Dow evolved ncw chem-
istry to solve old problems, the market opportunity and
potential represented by ethyleniminec and diphenl
oxide derivatives were beyond reach. Knowlcdge and
capability in depth have changed that, to Dow’s credit
and industry’s advantage.
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Recent additions 10 Dow's line of constuner goods are
Hanpl-WRraP Sandwich Bags and Dow Oven Cleuner.

General Operations

An over-ull view of Dow’'s opcrations in 1963 offers
two especially noteworthy points:

—To meet increased market needs, our plants ran at
gencrally higher production levels than in the past two
or three years. Cuapacity output was reached and main-
tuned for an encouraging number of products.

—Throughout our operations. gains 1n effectivencss
conunucd. These gains result from the ceffort begun
sume yours dgo to strengthen Dow’'s competitive position
by moeenng the chullenge of rising costs. At all loca-
tions Dow cmiployees have entered into this effort with
imayinaton and persistence that have led to widespread
improvement 1n all phases of our activities. Such im-
provements are most casily scen in production units
where process changes yield greater output, higher qual-
ity lower costs. inereased safety. Just as siznificant are
administrative improvements—organizational  changes
that end duplication of effort, new procedures that
automate office routine to leave people free tor more
productive dssignments.

In total. operational improvement achieved within
Dow last year significantly improved our sales and
carnines. Sales volume support came {rom the many
plants that produced well above rated capacity by better
mothods rather than by sizable eapansion. Profit sup-
port camie from the numerous cost reductions as well as
mproved capability for provid'ag superior scrvice in
Al markets.

Cupital investment in new or eapanded plants and
tacilities was S82 million durning 1963, For compari-
Sof. simibar investment was $S69 milhon in calendur 1962
and 5SS million in calendar 1961, Qur plans for the

Typical of the advanced equipment utilized in Dow's
research Iy this nuclear magnetic resonaince spectrometer.

New processes in new plants like this have replaced the
historic blowing-out units in Dow’s bromine production.

"C00LS




Rising from the coastal prairie alony the Gulf of Mexico, these plants and structures are part of the iuukes D

current ycar involve investment of about S100 million
for expunding facilitics.

Here are some highlights on the year's developments
in Dow’s mujor divisions and plunis

A realignmient involving the Midland Division and
our plants at Bay City. Ludington. Allvn’s Point. Hang-
inz Roch und Riverside moved to an advanced stage
in 1963. Production operations ot these plants are exten-
sively ticd to Midland Division operations, opening the
way for greater ctheieney through closer coordination
and the centralized hundling of some administrative
functions. Beginming this year. these units will be oper-
ating in the pattern of a consolidated Midland Division.

During 1963 the Midland Division brought on stream
a new plant to produce cthyl bromide. Dow has long
made this material, an intermediate used in organic
synthesss. But the new plant is unique; 1's the first in
the U. S. to utthze energy from radioactivity as o proc-
css medium. to initiate and sustain a chemical chanee.
Dow success in rescarch, design, building and opera-
tion of the plant carned an award as one of 1963’ 1op
achicvements in chemuca] enzinecring. The  Atomic
Encrey Commission ranks the process as a major break-
through in peacetul application of nuclear technology.

Early in 1964, onc of Dow’s historic lundmiarks wus
removed trom the Midland scere with the dismanltling
ot the Last blowing-out tower ever used in bromine pro-
duction The blowing-out process for obtaining brominge
from brines was Herbert H. Dow's invention and pro-
vided the base upon which The Dow Cherteal Company
came into being. A new pracess. yvielding bronune of
creentonally high purity, s weplaced the older method,

Dol Repor: 1967

With growing paper industry use ol magnesium hy-
droxide, the Ludington plant sharply increased output
of this product in 1963, A capucity cxpansion for mag-
nosium hydroxide is prosently underway at Ludingten.

At Allyn’s Point, StyrON™ polystyrene resin produc-
tion tacilities are being adapted to produce high-tmpact
o owell as stundard formuolations of this plstic The
range of latexes made at this location s alvo beine
broadened. Both moves improve Dow’s abdity to supply
customers these basic materials from siternate sources

Riverside increased output of STyroro products
comiortably above 1962 Jevels. Production of Dorsos
polystyrene beadbourd began during the vear, with saics
reaching substantial levels at year's end.

New ETnaroas uses in the autometive and toy mar-
hets fed to increased output at the Hanging Rock ploni
We eapeet further sizable market growth tor Lo

The Western Division completed a plant for Torpo™
herbicide at Putsburg carly in 1964, and is adding
new fucilities for bioproducts research at the Wainu
Creck laboratories. The division cyperienced its first
strike last year, at the Torrance plastics plant - Opera-
tions were handied by supervisory emplosees and outpu:
of ull products. including polypropyicne at above-
ciapactty rates. continued throush the 46-day strike
penod. At Kalama. 19€3 results proved out the tech-
nical advances of the new Dow procoss by which we
produce phenol 1o this plant.

The Teaas Division. in the closing months of 1963,
produced chenveals at the highly satistaciory rate o
minety per cent o capacity, and had several maper



units at full capacity. During the vear, capacity in-
creascs were made in cighteen plants of the division;
over-all output was more than fifty per cent above 1962
poundage produced,

A significant factor in Texas capacity and production
increases is the major role assigned the division in Dow’s
overscas marketing programs. Export sales absorbed
one fifth of our Texas production during 1963.

Technological improvement in the magnesium process
is continuing to provide higher output so that growing
sales are met without putting additional facilitics into
service. A semicommercial unit is supplying our cthyl-
enimine needs at present: in view of the potential for
this Dow product, construction of a full-sized plant has
been authorized tor the Texas Division.

The Louisiana Division, by a number of process im-
prorvements, substantially boosted capacity of several
plants Jduring the year. The division also expanded its
rescarch facilities and completed construction of a chlor-
alkali unit. The latter, producing chlorine and caustic
soda by the mercury cell process, made its first product
shipments in November.

Explosion and fire severely damaged the Louisiana
light hydrocarbon plant in carly April of 1963. One
cmplosee was injured. not critically, in the fire. The
properiy loss was covered by insurance. During rebuild-
ing of the urit, temporary arrangements supplied feed-
“tocks 10 heep other plants in operation,

Com'\lculy rebuilt, with destan and equipment

changes for musimum safety, the hght hydrocarbon
plant resumed operation before the year's end. And
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«« cghes Dow's Texas Division one of the world's major production cenzers for chemicals and plastics.

carly this year a sizable addition was completed and put
into scrvice. Employee performance in the speedy
rebuilding of this major plant can be rated as outstanding.

Dow’s manufacturing operations in the packaging
busincss were designated as the Packaging Division dur-
ing 1963. The Packaging Division opcrates the facilitics
previously known as the Dobeckmun Division—for
comverting plastic ilms, foil and paper. and for produc-
ing plastic films and formed plastic containers—plus
three plants for making blow-molded plastic containers.
The Jatter are at Baltimore, at Chicago and at Tampa.
Florida. They were operated for Dow under contract
crrangement before Dow assumed direct operation in
March. 1963.

Espansion of the Fresno, California. plant was com-
pleted in September. This permitted relocation there.
for improved efficiency, of work previously handled at
Berkeley; the Berkeley plant has been closed.

The Rocky Flats Division moved into exploration of
new opportunities during 1963. The division, which
operales the Atomic Energy Commission plant near
Denver, began research and manufacturing not directly
related to the nuclear weapons field. While small
scope, this program points to broader utilization of Dow
skills in working with exotic and difficult metals under
conditions of catremely close tolerances.

Rocky Flats employces extended their job safety
record to more than twenty-four million manhours before
aminor injury closed out their six-year achicvement The
record stands as one of the best in American industry.
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Dow'gmp]oyces ave been. called onto work for perfec-
. tion in_on:the-job safety throughout Dow ez . g

. The oard of Duectors fast] yne msmuled a company— :

Why thls emphasxs on s‘afety, on loss prevenuon"
,_Th A encan chcrmcal mdustry has a beuer safety -

ours of yv‘prk nme, the iumber of chemxcal
> work’ér _*Jncumng ’dnsabhng m]ury‘xs qvell below the™
anonal .average_ for:all industrial workeis. T
% oV Ws recbrd@s Elose ;10 .t the'\chermical mdustry‘
lowel:m mostyear me)%x&’_hlgher'x Others..

avera
w slanis: hold TémarkablyZuperior. Fafetysrec:,

”' ongd 'durauon thers don t till, on 3
erageg,‘g’Do em once is far m 1
oﬁ the job. thanYat Work

v§,1“,'§”5x‘;‘,.'j}_lﬁnv|cnon

2ing good ¢ endugh cod enough“means ‘
ployee complctmg “each ‘workday, and
cvery workday,xvnhout [dnjury or Jucky narrow escape
‘from mjury by any.job-connected ‘accident. ;,,;;g—»’- .

—-Operauon ‘of ‘all Dow facilities without " propcrty
loss or damagc caused by fire or accidental casually ;

Thus th’t long-range objective of the new program is 1
for Dow to operate with a zero rate of job injuries to
employees and a zero record of property loss. Immediate
goal is a consistent year-to-year improvement in these
records. There's recognition here that, from the stand-
point of accident prevention, personal injury and damage
10 properly are synonymous; any chain of circumstances
leading to one is equally likely to cause the other.

The program aimed at these objectives is planned and
directed by a new Safety and Loss Prevention Depart-
ment. N. D. Griswold, a member of the Board of
Directors and one of Dow's top engineers, is the depart-
ment director. Attention goes to all aspects of Dow
operations. AT et

Among steps taken and practices established:

Safety belts must be used in all Dow vehicles. Guiding
principles for fire protection and fire prevention apply
to design of facilities and their operating procedures.
All work groups regularly review performance in safety.
Training programs emphasize the safety responsibility
of managers and supervisors. Detailed plant inspections
search out potential hazards.

Early results are encouraging. Dow’s 1963 frequency
of disabling injuries was twenty-one per cent below
1962's. This is a good first step, but only the first,
toward the long-range objective: perfection in safety.
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Divisional Operations

Sccking new gas and oil reserves for Dow, Brazos Oil
and Gas continued its cxploration programs in Tevas,
Louistuna, California and Michigan last year. Brazos
drilted thirty-nine wells of which ten produced mas. thir-
teen produced oil and sixteen were dry. Three of the
gas wells—one cach in Texas, Louisiana and California
—were discovery wells; an oil well near Rose Ciny,
Michizan. was a new producer and more drillime s in
process in this area.

The Brentwood gas field in Northern Calilornie n
whose 1962 discovery Brazos was a partner. now sup-
plies fuel gas to the Western Division’s plants at Pits-
burg. Brazos participated in a joint project for instaliing
a gathering system at the field plus mine miles of pipeline
to trunsport gas to the Dow plants and other users

The Dowell Division, providing cementing and stimuli-
tion services 1o the petroleum industry. had o modost
sales gain in 1963, Well-drilling by the oil industry sets
the pace in Dowell’s business field; when dritling declined
last yeur. compettion increased and prices detenorated
n the service business. As stmulation sales dechiaed.
Dowcll—huving built a strong position in cemontin
services—increased cementing sides more than one hud
to accomphish its net sales gain.

Facititics expansions during the year includad the
equipping of twenty more stations for cemeniing work.
and the installation of cight new stations, a licld Livora-
tory and a marine base. The latter, at Vemee. Loutani.

is the seccond manne base Dowell has built 2o provide

e 4



oy,

k:.l-
5

* hbm

Growing demand for chenucal cleaning of indusirial
equipment provides an expanded market for D.I.S.

complete service to oil industry operations along the
infand waterways of southern Louisiana.

While industry forecasts predict 1964 well-drilling at
about the same rate as 1963, the service business pricing
structure scems to be on a sounder basis and prohit im-
prosemuent is expected. Dowell’s plans call for emphasis
to capand eementing service sales, plus sales of stimula-
tion scrvices in retreatment of old wells 10 maintain
their production.

Sales and profits at about the same levels us 1962 were
avpericaced by Dow Industrial Service Last year Most
rapidly ¢rowing among DS, actisaties is its work in
industnal cleaning. Outlook tor this market is bright
s D LS introduces new materials, new services and
now technigques for meeting customer needs.

An cxample s the “clean boiler program™ offercd to
mdustry to mauniiin steam-generating equipment  The
program. based on extensive Dow research and lang
tield trials. unlizes VERTANY 600 compounded chelants.
and has led to encouraging sales of this material.

The general office und the laboratory ot D.LS. were
shifted 1o Midland trom Cleveland and Tulsa, respec-
tivelv. In addivon, sales and technical serviee stadls
were reahizned for o strengthened approach to major
potential muarkats.

The divison’s volume of mussile cleaming business
declined during the sear. However, the market remains
sizable and D.LS. cupabilitics provide an excellent base
for eapecting new growth in this activity. D.LS s in

Where canals replace roads in south Louisiana, this
Daowell cementing rig floars 1o the well 10 be worked

closc liaison with the Government Aflairs Department
on plans to optimize Dow’s position n this market.
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T 20N METAL NI
An 82-day strike at its major fabrication plant. at Madi-
son, hampered the 1963 pecformance of The Dow
Metal Products Company Division  Despite the strike.
plus strong competition and pricing pressures, DMPC
brousht production rates of aluminum and muauncsium
finished products 1o new hiaghs and had sales above
its forceasts.

To meet requirements of military contracts and critical
needs of customers, supervisory and other salaried emi-
plovees handled production work at Muadison throuch
most ol the strike period. This enabled us 1o avoud
crippling losses and muintained DMPC's position s &
dependable source of supply.

Aluminum products again accounted tor the maer
share of the yeuar’s sales increzses. Output of heaw
CXIrusIons was dat capacity; new capabiliies were dovei-
oped for production of high-strength weldable allos
sheet and plate.

Magnesium photoengraving sheet sales increased
sharply with introduction of ncw DowrtcH®™ products
which give the photocngraving industry a fast onc-biie
process tor engraving magnesium. Other promising mar-
kets for magnesium sheet are in memory discs for clec-
tronic data processing, and 1n paint-shipping contatners

Our metals rescarch has been broadened in support ol
cypanding interests in zluminum. Other metals. inciud-
ing bervihum-aluminum alloys, are alse undet study.

s Roosurdd Dow Troaa S
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Principal manufacturing location of Dow Chemical of Canada, Limited, is the growing complex ar Sarnia, Ontario.

Subsidiaries

Improved manpower utilization brought significant
productivity gains for CLIFFS DOW CHEMICAL
COMPANY in 1963. Output of hardwood charcoul
briquets ran at top level throughout the year and
cquipment changes huave been made to meet higher
market demands expected in 1964,

DOW CHEMICAL OF CANADA. LIMITED, in-
creased domestic sales twelve per cent above 1962 levels
during 1963. The company continued its growth program
to meet expanding needs of the Canadian economy.

Cunada’s growing pulp and paper industry created in-
creasing markets for caustic soda and chlorine. Demand
for Canada’s oil provided a firm need for Dowell's
services n western Canada. Building programs fur-
mished outlets for Dow construction materials such as
StyROFOAM  products, and growing acceptance of
plastic packages and containers improved sales of other
Dow plastics.

New plants brought into service during the year
included units for power, propylene oxide, propylene
slycols and VoraxoL? polyols at Sarnia; a 2,4-D esters
plant at Fort Saskatchewan; and facilities for rigid und
Rexible plastics containers at Toronte. Benzoic acid
capacity at Ladner was expanded. High demand for
VoraNoL products. used in making polyurethane foams.
is reflected in an expansion of the Sarnit unit.

By acquiring Richmond Plastics Ltd.. Dow Canada
has an added outlet for s plastics resins and a new
source of technology valuable in serving the textile
industry. This operation, located in Richmond, Quebec.
praduces monofilaments of polyethylenc. polypropylene
and SARANT,

« Recestered Dow Trademsrk
* Dow Trademark Abroad

Al Reporr 1963

Associated Companies

DOW CORNING CORPORATION, owned jointly with
Corning Glass Works, continucd the growth and prog-
ress that mahe this firm the world’s leading producer
of organosilicon chemicals and silicone products  Dur-
ing the year. o reorganization begun in 1962 was com-
pleted. The changes oricnt marketing ctforts for more
efficient service to major markets, concentrate deselop-
ment cffoit on products and processes showny long-
range gcrowth potential, and place responsibiinny tor
output and short-term product improvement on the
plants of Dow Corning’s five operating divisions.

Silicone fluids. resins and rubbers show remuarkable
esistance (o such environmental factors as heat, cold
and moisture. These properties put silicones in ¢xouc
roles. as in the heat shicld of the Gemini spucecratt.
But the same propertics also make silicones standard
engincering materials in a host of industrial applications.
By research. Dow Corning contintes to bring forward
new matenials whose successful performance further
broadens the use for silicones—as well as re-cmphas.zing
the firm’s leading position in the field it pionecered

New facilities brought on stream during 1963 in-
creased capacity for SiLasTic? silicone rubber at
Midland. and for silicone scalanmts at Elizabethiown.
Kentucky. Use of these and other rubbery silicone
products continues 1o grow in acrospace, automosive
and building fields.

Products marketed for the first time in 1963 included
two improved additives for use in manufacturing poly-
urethane foam. a silicone insulating varnish, and a keat-
shrinkable rubber with unusuul acrospuce apphcauons.
A bathwb caulk made of room-temperature vuleamzing
SILASTIC silicone rubber has 2one into mass-marke: dis-
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tribution as the first of a linc of household products.
A new plant at Hemlock, Michigan, is the world's first
designed for the exclusive manufacture of medicul-grade
silicones. It will produce silicone materials and devices
for use in medical rescarch and treatment.

ETHYL-DOW CHEMICAL COMPANY, whose
ownership we share with the Ethyl Corporauon, pro-
duces cthylene dibromide for use in gasoline anti-hnock
Auid. Ethyl-Dow’s uperations and sales through 1963
were at approximately the same levels as those experni-
enced in the prior year.

DOW BADISCHE CHEMICAL COMPANY . jointly
owned with BASF Overzee N.V.. produces acrylates,
butanols and caprolactam. Production levels on these
materials increased during 1963 and. at year’s end.
an expansion of the caprolactam facilities was put into
service.

DOWSMITH INC. is owned jointly by Dow and the
A. O. Smith Corporation of Milwaukee. After two
‘ears of operations in temporary facilities in Milwaukee,
DowSmith has built and occupied a new plant in Little
Rock. Arkansas. This plant produces piping, electrical
and other products made of glass-reinforced plastic
materials and is located for maximum secvice to major
markets in the petroleum and chemical industrics. In
March of 1964 DowSmith acquired a plant at lonia.
Michigan, for production of automabile bodies of glass
fiber reintorced plastics and thus widened the field for
profitable application olb its cxpanding tachnology in
end-product uses of reinforced plastics.

Market Results of Knowledge in Depth
Still Coming, a Quarter-Century Later

In the chemical industry, competition spurs constant
search for better products, processes, procedures. These
are keys to marketing advantages of lead time, or quality
or price. Such advantages mean profitability.

Dow, in this competition, relies on knowledge in
depth. This means awareness of present nceds and alert-
ness for future needs of customers; plus know-how,
technology and imagination with which to evolve answers
1o the needs.

Acquiring an eftective dimension of knowledge in
depth takes time. But once acquired in sufficient meas-
ure, knowledge in depth tends to accelerate its own
growth. One level of success seems to yield by-product
knowledge that speeds and eases solution of problems
on the next.

The story of polystyrene furnishes a prime example.

In December, 1938, Dow registered the Styron®
trademark for polystyrene and polystyrene resin. By
eight years of research, Dow had transformed polysty-
rene from a laboratory curiosity to a commercial reality.

True, the reality had severe limits. Dow made only
190,000 pounds of STYRON in 1938. It was of a single
formulation. The few customers making up the then-
infant plastics molding industry had headaches trying to
work the material smoothly in their machines. And
their finished goods performed dubiously.

To capitalize on its production knowledge for poly-
styrene, Dow needed more knowledge. Polymer chem-
istry knowledge, to invent plastics with properties fitting
specific needs. Molding technique knowledge, to match
resins to machine capabilities. Product design knowl-
edge, to assure user satisfaction with articles made of
polystyrene. Marketing knowledge, to meet customer
needs in delivery, technical help and other services.

Dow succeeded. Polystyrene blossomed as a founca-
tion material in a booming plastics industry. In this,
Dow's knowledge in depth contributed extensively.
Today's record indicates how extensively:

In 1963, the U. S. consumed some 1.25 billion pounds
of polysiyrene; Dow was by far the largest supplier.
Our 1963 line had twenty-eight formulations, more
than any competitor offered. And a plant put on stream
in Italy last year was the eighth built overseas by Dow
or Dow associates to supply foreign customers.

Has Dow exhausted the potential advantages of this
particular body of knowledge in depth? Late in 1963,
Dow announced plans for a polystyrene plant in
Colombia—our first STYRON wnit in Latin Amer-
ica. And early this year, Dow introduced four new
STvroN formulations.

One forecast for polystyrene predicts the U. S. alone
will use four biliion pounds in 1980, ten billion in 2000.
On the demonstrated strength of a knowledge in depth,
Dow should be in that market actively—and profitably.

® Registered Dow Trademarn
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Brought on stream in 1963, this polystyrene plant ar Livorno, haly, helps meet growing market needs in Europe.

linternational Operations

International opcrations, those beyond the U.S. and
Canada, were characterized by strong increases in mar-
ket demands for Dow chemicals, plastics and bioprod-
ucts in 1963. Sales in each major product group ran
consideribly above 1962 levels, with bioproducts sales
arowtng at the fastest rate. Our international activities
accounted for about fourteen per cent of Dow's total
sales income, and profit yields continued to be fuvorable.

Much of our success in building international busi-
ness results from hnow-how and capabilities developed
in home markets.  In particular, marketing experi-
¢nce gained in the U.S. shortens the time required to
win acceptance of Dow products by overseas customers.

For some materials. foreign economic and industrial
trends largeiy parallel U.S. conditions. Thus many of
our piostics fill overseas needs identical to those they
satisly at home—as foams for construction materiuls,
as films and sheet tor packaging. as resins for molding,
and as latenes Jor coatings. Our proctice is to enter
internations! markets with export materials and then,
when local production will result in substantial sales
INCreases at aceeplable profit Jevels, o establish plants
i Or NCar Major consumption areas.

Muarkets quite different from the U.S. also provide
opportunities tor Dow. Those world areas where paper
stock is a high-cost item, tor example, present openings
for tabricated plastics materials. Dow s taking advantage
of such opportunities with both products and technology.

In ovorseas seiling ot chenucals, more than is true for
other products, ready availablity for prompt shipment to
CustOmary Is i ctitical compuetinve factor. For the Euro-
poan market arca—which with the United Kingdom
aceodnts for about halt ot eur inteinational business—

the production complex under construction at Terncuzen
in The Netherlands will strengthen Dow’s position in
this respect. Bulk terminads cstablished in Germany,
in Africa and in Australia also have improved product
availability—with such 1963 results as a doubhing of
glycol sales.

Specialty chemiculs sales refiect knowledee in depth
of foreign industries. their business techniques and
their prime necds. Notable umony our several spectaltics
finding growing markets are the VOrRANOL polyols used
in producing urethane foams, international sales of these
products now exceed those in our U.S. markets.

Bioproducts sales overseas are increasing at a faster
rate than cither plastics or chemicals sales. Two major
factors can be scen. First, the plant, animal and human
health products developed by Dow for U.S. uses are
proving cifective in overseas climates and lerrains.
Second, we have cstablished an overscas staff of bio-
products sales. development and service specialists who
dare cxpanding our business and also provide a trained
nucleus for expansion into other market areas.

During 1963, cur international operations hancled
the sale ot more than 300 different Dow praducts. on
every continent and in more than a hundred different
countrics. We market our goods directly or through
local associutes as conditions in cach country make
desiruble, working always for a close Dow-custonwer
relationship and supplementing that with the maximum
feasible technical assistance. Results achicved by this
approach, plus indications of continuing growth 1 over-
seas needs for Dow-produced 2oods, support a favoraile
outlook :or turther profituble expansion of Dow's torl
business innternational markets.
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Dr. Melvin Calvin

Research

Within the Dow research organization, increased
cmphasis was given during 1963 to ticing rescarch
resources more closely to other company functions.
These moves are resulting in a more complete utilization
ot existing knowledge, services and facilities. They also
contribute 1o our ability to take advantage of new
busincss opportunity.

The rescarch program continued to produce its desired
harvest of new products, twenty-three ot which attained
a sales volume of $50.000 or more during the year.
During 1963, products which entered the market during
the past five years accounted for about ten per cent
of Dow’s sales

Among new products showing especially good poten-
t:.} tor the future arc. ZeEcTRANY insecticide, sold as
Snail. Slug 'n Bug Killer™; Dow MS-80 blasting agent, a
~aped enplosive: TyRILFoant® expanded resin, an addi-
ton to the Dow line of plastic foams, polyethyvlenimine.
¢ reactve intermediate chemical, and HaNpi-Wrap
Sandwich Bays

The imporiance of basic research in Dow's pver-all
prozram was more formally recognized by reorganization
ol the independent laboratories under a director report-
ing to the Director of Research. This move emphasizes
the role of those rescarch groups whose work is likely
10 apply to many divisions and departments of Dow.

Continuing improvenients were made in rescarch
lacilities and equipment to keep pace -tith changing
needs. No major facilities were added during the
vear but planning is in progress for a new Physicul
Rosearch Laboratory at Midland and for relocation
of the Eastein Research Laboratory on u new site at
Wasland, Massachusetts.
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*DrCalvin was ‘born in St. Pau!",M

and was graduated from Central High Schoo\l‘m Detront"?
,>in 1927 ~He received 2 BS. degree from, the Mlchlgan 3
"Technologncal University i in 1931/ agg Ph'Din chem-. g

Cdstry from’ the’Umversxly “of anesota ~.His

postdoctoral stud|¢s were’ at e Universi Man:

“chestef; inJEngland, from’ 993576% 93’7. e _,‘-,%
H|s career at the Umversny of California: bégan in“

1937, as an instructor in chemistry. He became an
assistant professor in 1945 and a full professor in 1947,
_Since 1946, Dr. Calvin has been director, of the Bio-
*organic Division of thé Lawrence Radiation’ Laboratory {
at the University of California, his work in this capacny
leading to the award of the Nobel Prize. His work in
photosynthesis has been in progress’ more  than fifteen

" years; it has evolved knowledge in and the application
of other scientific dlsmplmes——chemlstry, physics and
mathematics-—-as well as bioclogy.

In addition to the Nobel Prize, Dr. Calvin has re-
ceived numerous honors, awards and honorary degrees.
He has -served on both national and . international
scientific committees, and was a delegate to the Inter-
national Conference for Peaceful Uses of Atomtc Energy
in Geneva in 1956. - ;

Herbert D. Doan, Dow prmdem has commenled
that Dr. Calvin's election as a director brings to the
Dow board one of the most inquiring minds in the
scientific community. “Dow has long been a research- J
oriented company,” Mr. Doan said. “The addition of
Dr. Calvin’s fresh insight and advanced scientific outiook
should help us to continue to build upon this tradition.”
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Brought on siream in 1963, this polysiyrene plant at Livorno, Italy, helps mect growing murket needs in Europe.

International Operations

International operations, those beyond the U.S. and
Canadu, were characterized by strong incrcases in mar-
ket demands for Dow chemicals, plastics and bioprod-
ucts in 1963. Sales in each major product group ran
considerably above 1962 levels, with bioproducts sales
growinz at the fastest rate. Qur international activitics
accounted for about fourteen per cent of Dow's total
sates income. and profit vields continued to be tavorable.

Much of our success in building internationai busi-
ness results from know-how and capabilitics developed
in homc markets. In particular. marketing experi-
ence gained in the US. shortens the time required to
win cceptance of Dow products by overseas customers.

For some muterials, foreign economic and industrial
trends larecly parallel U.S. conditions. Thus many of
our plustics fill overseas needs identical to those they
satinty at home—~as foams for construction matcrials,
as tilms and sheet for packaging. as resins for molding,
and as latexes tor coatings. Our practice s to enter
international markets with export materials and then,
when local production will result in substantial sales
tncreases at acceptable profit levels, to establish plants
In Or near mujor consumption areas.

Markets quite different from the U.S. also provide
opportunities for Dow. Thosc world areas where paper
stoch is a high-cost item, for example, present openings
tor tabricated plastics materials. Dow is taking advantage
of such opportuniues with bath products and technology.

In overseas sclling of chemicals, more than is true for
other proaducts, ready availability for prompt shipment to
customicrs is a cnitical competitive factor. For the Euro-
pean muarket arca——which with the United Kingdom
accounts for about half of our micrnational business—

Al Roepont 1963

the production complex under construction at Terncuzen
in The Netherlands will strengthen Dow's position in
this respect. Bulk terminals established in Germany,
in Africa and in Australia also have improved product
availubility——with such 1963 results as a doubling of
glycol sales.

Speciafty chemicals sales reflect knowledge in depth
of foreign ndustnes. their business techniques and
their prime needs. Notable amony our several specialties
finding growing markets are the VORANOL polyols used
in producing urethane foams; international sales of thase
products now exceed those in our U.S. markets.

Bioproducts sales overseas arc increasing at a faster
rate than either piastics or chemicals sales. Two muajor
factors can be seen. First, the plant, animal and human
health products developed bv Dow for U.S. uses are
proving effective in overscas climates and terrains.
Sccond, we have established an overscas stafl of bic-
products sales, development and service specialists who
are expanding our business and also provide a trined
nucleus for expansion into other market arcas.

During 1963, our internaticnal operations handled
the sale of more than 300 different Dow products. on
cvery continent and in more than a hundred ditferent
countries. We muarket our goods directly or throush
local associates as conditions in cach country niiae
desirable, working always for a closc Dow-customer
relationship and supplementing that with the mavimum
feasible technical assistance. Results achicved by this
approach. plus indications of continuing growth in ¢ 2¢-
scas needs lor Dow-produced goods, suppori a favorable
outlook for further profitable expansion of Dow’s ol
business in international markets.
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INCOME DOLLAR DISTRIBUTION
For the Yeor Ended December 31, 1963

4.8¢ Cash

3.4c Eornings for the
Dividends

Period Invested in
the Business

Industrial Relations

A significant phase of Industrial Relations activity during
1963 has been an expansion of internal transfer oppor-
tunitics for technical and professional employces. This
has dual aims: for the employee. there is challenge and
encouragement for personal growth and development
in a new assignment; for Dow, the opportunity to bring
to a challenging assignment an individual of demon-
strated ability and potential for still more important
future roles. This program is moving well and will
Continue in COMING years.

Since 1962, Dow has participated in the Plan for
Progress headed by the national President’s Committee
on Equal Employment Opportunity. Our entry in this
program formalizes the Dow policy, at all locations. of
employing and promoting individuals solely on the basis
of merit and ability. Significant progress has been made
in implementing this policy with actian throughout Dow.

Dow employed at the close of 1963 approximately
31.500 persons in the company and its subsidiaries.
Employvment in our domestic and foreign associated
companies increases the total o approximately 39,900
persons.

As part of the year's employes relations activity,
fourteen new contracts were negotiated with labor organ-
izations. Noteworthy among these is the agreement
with ten unions operating within the Texas Division and
Ethyl-Dow plants; it is a five-year contract whose tenure
has already reflected favorably in the urea’s cconomy.
Elscwhere. three work stoppages occurred during negoti-
ations. We had no strikes involving evisting contracts.

There were 325 emplayees who ratived during the
vear. Of this total. nearly 200 were individuals electing
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SHARES AND SHAREHOLDERS

SHARES
OUTSTANDING

STOCKHOLDERg

DECEMBER 31, 19463 29,523,118 98,700

29,060,983

462,135 l

DECEMBER 31, 1962 100,300

INCREASE (DECREASE) L {1,600

Increosa in shares resvited from:

582,917
14,382
4,254

601,555

139,420

2% stock dividend
Sales to employees . .................

Conversion of 3% debantures .. ... .....,

TOTAL

462,135

to take advantage of an cxpanded carly rctircment pro-
gram which provides modificd benefits to cmployees
retiring before age sixty-five and after ten or more years
service. Membership in the Dow Pension and Profit-
Sharing Plans increased to 16,412, Assets ot the Plans
now cxceed $135 million.

The program for increased emphasis on safcty ard
loss prevenuon is discussed clsewhere in this report.
It 1s notable, however, that ten divisions. plants or major
cmployee groups worked the full year with no disabiing
injurics. Of these, the Allyn's Point plant extended its
record of accident-frec opcration to ncarly fourteen
vears, The Rocky Flats Division cstablished Dow and
AEC safety records by achieving more than twenty-four
million manhours of work without a disubling injurs
before a relatively minor mishap ended the record last
July. Winners of the Dow President’s Safcty Award
during 1963 were the Eastern Research Laborutor.
the Rochy Fluats Division and the James River Division

Our program of aid to e¢ducation continued through
1963. In this program. Dow made grants of funds and
materials totaling more than une million dollars; this
included scholarships, felfowships and grants that assist
more than 200 students at sixiv-seven colleges amd
universities.

The Matching Grant Program, in which Dow matches
employee yifts to colleges and universitics, again attracted
o high level of employce participation. There were 1323
cifts totaling $46,672.71 matched by Dow. And throug!
the Tuition Refund Plan, Dow rotunded $26.409 94 ot
wition costs incurred by 603 employecs in job-rolaied
avemine and correspondence studics.
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Report of Independent Public Accountants
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HASKINS & SELLS
CERTIFIED PUBLIC ACCOUNTANTS
RESIDENT PARTNERS
E. ROBERT BILLINGS, C.P. A, FIRST NATIONAL BUILDING
HAROLD W. SCOTT, C.P. A,
DETROIT 28

CHAUNCEY A. NORTON, C. P. A,
ROLAND E. KING, C.P. A,

-

THE DOW CHEMICAL COMPANY:

We have examined the consolidated balance sheet of The Dow Chemical
Company and its subsidiary companies as of December 31, 1963 and the related
statements of consolidated earnings and surplus for the year then ended. Our
examination was made in accordance with generally accepted auditing standards,
and accordingly included such tests of the accounting records and such other
auditing procedures as we considered necessary in the circumstances.
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In our opinion, the accompanying consolidated balance sheet and statements
of consoliduted earnings and surplus present fairly the financial position of the
companies at December 31, 1963 and the results of their operations for the year
then ended, in conformity with generally accepted accounting principles applied
on a basis consistent with that of the preceding period.

March 2, 1964 HASKINS & SELLS

2)

p——



Notes to Financial Statements

A Poagal 4 Comsal zaben

The consolidaled financial statements for the year
ended December 31, 1963 include the accounts of the
Company and all of its domestic and foreign subsidi-
aries except for those located in Mexico.

The accounts of foreign subsidiaries have been con-
verted generally at official or other appropriate
exchange rates.

-
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At December 31, 1963 the Company's investment at
cost, less reserve, exceeded its equity in the combined
net assets of subsidiary companies not consolidated, as
shown by their unaudited financia) statements, by ap-
proximately $300,000. The companies’ operations for
the year ended December 31, 1963 resulted in a small
net loss.

The Company's equity in the combined net assets of
associaled companics {50% owned), as shown by their
unaudited financial statements, exceeded tue Com-
pany’s investment at cost by approximatety $19,000,000
at December 31, 1963, The Company's equity in
the combined net income of these companics was
approximately $7,500,000 for the year ended December
31, 1963.

In May 1963. the Company made an offering of
Common Stock to its employees and employees of
its subsidiary and associated companies at a price of
$55.50 a share, payable on an instalment basis gener-
ally through payroll deductions. At December 31,
1963 there were unfilled subscriptions under the offer
for 134,681 shares. The subscriptions, which may
be canceled at any time at the option of the employee
but must be settled by May 1964, have not been
recorded in the Company’s books and are not reflected
in these financial statements. However, partial pay-
ments on these subscriptions, aggregating $4.217,483,
are included in current liabilities in the consolidated
balance sheet at December 31, 1963.

The promissory notes, which are payable to insurance
companies, bear interest at 2.7% and 3.25% per annum,
and are due January 1, 1972 and July 1, 1977, respec-
tively, with prepayments due annually.

The 3% convertible subordinate debentures are con-
vertible into Common Stock and are due July 1, 1982,

The 4.35% debentures issued during 1963 are due
Seplember 15, 1988, but are redeemable at the option
of the Company at specified premium rates. Sinking
fund payments to provide for the annual| retirement of
$4.000,000 principal amount are required beginning
September 15, 1968.

The 425% bonds which were issued in the amount
of 60,000,000 Swiss francs by a Swiss subsidiary are
due November 30, 1971, but are redeemabic at the
option of the issuer prior thereto under certain con-
ditions at specified rates of premium. The bonds are
guaranteed as lo principal and interest by The Dow
Chemical Company.

Other long-term indebtedness consists of loans payable
by various foreign subsidiaries with varying rates of
interest and maturities.

2 Trerahaicans’ larsrset

As of December 31, 1963 the authorized Common
Stock consisted of 50,000,000 shares of $5 par value
each. There were 29,523,118 shares outstanding, after
deducting 223,920 shares of treasury stock. As of
that date 134,681 shares were reserved for sale to
employees under the offering of May 1963, 215,55!
shares were reserved for conversion of convertible
debentures, and 85,385 shares were reserved for issu-
ance under stock option plans.

Al the beginning of the current year 117,487 shares
were covered by outstanding options under the option
pians During the year 352 additional shares became
available under the Substitute Stock Option Agreement
because of the Common Stock dividend, 7.422 shares
were purchased by employees and options on 25,032
shares expired. The shares covered by options at
December 31, 1963 consisted of 73,903 shares under
the Key Employees Stock Option Plan at prices ranging
from $55.38 10 $90.63 a share, which represented the
highest prices of the slock on the New York Stock
Exchange on the dales the options were granted. and
11,482 shares under the Substitule Stock Oplion Agree.
ment for former Allied Laboratories, Inc. employees
8t prices ranging from $32.66 to $65.85 a share.

Based on an examination of the Federal income tax
returns of certain of the companies for the fiscal years
1956 through 1960, the Internal Revenue Service has
asserted tax deficiencies, to which the companies do
not agree, aggregating approximately $14,000,000. The
companies are contesting such deficiencies and the
amount of their ultimate liability thereunder, if any
15 not presently determinable; thus no provision there-
for has been made in the accounts of the companies
or in the accompanying financial statements.

Other contingent liabilities at December 31, 1963
included guarantees of loans of approximately
$16.000,000 for construction of facilities, employees’
housing. and other purposes; agreements to make future
loans and investments in the amount of $2,700,000 and
for retirement payments to certain officers in 3 maxi-
mum amount of $1,200,000; and guarantces of rental
income from housing projects.
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Condensed Comparative Statements

FiMAMNCIAL CONDITION

Amounts ore expressed in millions of dollors,

B Cash and marketable securities . ... .
o . Receivables (less reserves) . ...... ..
Inventories ... ..

" Notespayable ....................
| Accounts payable and accruals . ... ..
- ! Taxesonincome .......... .....

Cost . e

Depreciation, amortization,
and depletion ................

Notes and debentures .. ...........
Minority interests

EARNINGS

Amounts are expressed in millions of dollory.

Netsales ........................
Other revenue .. .................

Costofsales ....................
Depreciation, amortization,

and depletion ................
Selling and adminisirative expenses . .
Pension and profit-sharing plans .. ..
Interest expense ..................
Other income charges .............
Taxesonincome ........... .....

Earnings per share on
Common Stock (in doMlars) . ...

Cash dividends per share paid on
Common Stock {in dollars) .. ..
Cash dividends on Common Stock . . .

Stock dividend at approximaie
market value ........ ... ...

Taxes (Major) ........... .......
Wages paid ........ ..l
Cost of employee benefits ....... ..

Number of employees at
year end (thousands) .........

Additions to property ....... .....

FIGURES ARE AS OF DECEMBER 31,

—

1963 1962 1961 1960
$ S43 $ 433 § 485 $ 508
198.7 147.7 135.6 1149
167.7 165.4 164.6 162.9
s 19.1 $ 595 $ 1012 $ 964
115.0 96.7 86.2 74.5
41.8 39.6 25.8 28.2
$1.244.6 $1.254.9 $1,3078 $1,228.1
687.2 677.0 696.0 631.8
PR b} T,
$ 1668 $ 1256 $ 1527 $ 1409
9 1.2 1.3 1.6
w
FISCAL YEARS ENDED DECEMBER 31, —
1963 1962 1961 1960 &
[
$967.7 $926.2 $841.7 $819.8 <«
217 202 19.1 161 &~
[F%]
$612.1 $583.9 $533.3 $5092
99.2 99.6 99.4 81.9
110.5 105.7 103.7 103.8
11.0 11.9 10.5 10.0
7.8 9.1 9.5 7.6
35 48 3.1 2.0
64.6 58.5 41.1 50.8
$2.73 § 2.5¢ $ 2.07 $ 2.48
1.60 1.60 1.45 1.40
471 46.6 435 39.6
338 44.0
91.6 84.1 704 753
2392 231.7 2243 2098
25.5 23.7 23.0 221
3.5 306 306 305
82.0 69.0 115.0 1290

NOTES: The Company changed from a hscal year ended May 31 to a calendar ycar cffective December 31,
1962. The balance sheets as of December 31, 1960 and 1961 and the statements of earnings for the three years
ended December 31, 1962 are shown for comparison only and have been prepared from the records withoul

qudit. The earmings for the years ended May 31,

24 Laboratorics and us subsidiaries, merged into The Dow Chemical Company as of December 31, 1960

1961 and 1962 and all calendar years include those of Allied



