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Annuai Meeting

The next Annual Meenng
of the shareowners of
Monsanto Company will
be held at 1:45 p.m. Eri:
day. Apnit 285, 1980, at the
Company’s General
Offices, 800 N. Lindbergh
Blvd., St. Louis County,
Mo. A formal notice of the
meeting, together with a
proxy statement and forrm
of proxy, is being mailed to
each sharéowner.

10-K Report

A copy of Monsanto Com-
pany’s Form 10-K Report
filed with the Securities
and Exchange Commis-
sion for 1979, which con-
tains additional informa-
tion relating to Monsanto,
can be obtained by wnting
to: Sharcowner Relations
Department, Monsanto
Company, 800 N. Lind-
bergh Blvd., St. Louis. Mo.
63166.

Ttalics idenafy Monsanio's
trademarks.
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Operational Highlights

Dollurs in millions, except per share} 1979 1978
NetSales...........oiiiiii i, $6,192.6 $5.018.7
Net INCOME ... . couirnnniianarereaiinenn $ 33L0 $ 3026
Per Common Share:

Primary Eamings..............cocoeiiaen. $ 91 § 829

Fully Diluted Earnings ..................... 9.03 8.21

Dividends.........ccoooiiiiiiicini i 135 3175

Shareowners' Equity.............c.oooei 71.20 71.26
Property, Plant and Equipment Additions ... § 5659 $ 479.9
Depreciation and Obsolescence.............. $ 4127 § 2883
Taxes—Income, Pavroll, Property and Other . § 3208 $ 4190
Research and Development.................. $ 1735 § 1443
Year End:

Shareowners—Common Shares............ 83,608 86,775

Employees. ... cioireiiiiiiiiea i 63,926 62,851
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Monsanto at a Glance

L .
Monsanto Company is headquartered in St. Louis, Mo., where it
was founded in 1901. It is today the fourth largest U.S. chemical
company with annual worldwide sales of $6.2 billion.

The Company manufactures and sells a diversified line of
chemicals and related products derived from petroleum, natural
gas, phosphate ore and other raw materials. Monsanto sells little
of its production to end users, but supplies materials to other
industries which manufacture the end product.

Worldwide operations include investments (either directly or
through affiliates) in more than 180 manufacturing plants, labora-

Monsanto Agricultural
Products Co. serves agri-
cultural and other markets
through six major business
areas: herbicides. insecu-
cides. plant growth regula-
tors, fertilizer materials,
blasting products and
hybrid breeding animals.
Major products include:

> Lasso, Roundup, Avadex,
Far-Go and Machete herbi-
cides—used to control many
annual and perennial
weeds in major crop and
industrial uses.

> Parathion insecticides
protect feed and fiber crops
from destructive pests.

> Plant growth regulators—
increase the sucrose con-
tent of sugar cane.

> Ammonium nitrate-fer-
tilizer for agriculture and
blasting agents for mining.
> Farmers Hybrid Compa-
nies, Inc., (wholly owned
subsidiary) develops and
markets boars and other
breeding stock.

Monsanto Chemical inter
mediates Co. manufac-
tures more than 60 “build-
ing block” materials that go
into industrial and con-
sumer products. MCI's bus-
iness areas are petrochemi-
cals, process chemicals and
textile intermediates. The
company’s major markets
are plastics, rubber, textiles
and chemicals. A signifi-
cant percentage of the com.
pany’s production is used
internally by various Mon-
santo operations. Major
products and their uses:

o Acrylonitrile—fibers,
plastics. synthetic rubber.
o> Styrene—plastics, syn-
thetic rubber, paints.

> Phenol—pilastics, lac-
quers, chemicals, pharma-
ceuticals.

> Acetic acid-cellulose
acetate, vinyl acetate,
textiles,

- Ethylene~—plastics,
chemicals.

o Methanol—formalde-
hyde, antifreeze, solvents.
> Maleic anhydride—poty-
ester resins, agriculitural
chemicals, plasticizers.

o Phosphorus and deriva-
tives—insecticides, oil addi-
tives, ore flotation.

t= Caustic potash—oil refin-
ing, fertilizer, soaps.

& Sulfuric acid and
oleum—chemicals, metal
treating, fertilizer.

© Adipic acid, adiponi-
trile—textile fibers.

Monsanto Industrial
Chemicals Co. serves a
broad range of markets
through eight business
areas: detergents and phos-
phates, electronics, engi-
neering services, nutrition
chemicals, plasticizers, pol-
lution control equipment,
rubber chemicals and spe-
cialty chemicals. The prod-
uct line includes:

o Detergent builders, sur-
factants, antimicrobials and
dentifrice agents.

> Electronic-grade silicon
for semiconductor devices.
> Rubber chemicals and
testing instruments for tires
and other rubber products.
> Plasticizers—impart flexi-
bility and other desirable
characteristics to plastics.
t Pharmaceuticals includ.
ing analgesics and L-Dopa
for Parkinson’s Disease.

o Fire-resistant additives
for plastics and foams.

> Functional fluids for
metalworking and heat
transfer applications.

> Water treatment chemi-
cals for swirnming pools
and industrial uses.

> Animal feed ingredients
toretard spoilage and
enhance nutritional values,
& Food ingredients includ-
ing flavorings, preserva-
tves, leavening agents,

o Enviro-Chem Systems,
Inc., provides engineering
services and pollution con-
trol equipment,
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tories and technical centers in 20 nations. The Company’s prod-
ucts are sold in 123 nations.
The organizational structure includes five operating companies
(based on market focus—see below) and the Fisher Controls Cor-
poration of Delaware, a majority-owned subsidiary. These units
manage their businesses on a worldwide basis with assistance
from Monsanto International, R&D and Environmental Policy
stafts, and other support groups.
Monsanto has approximately 64,000 employees worldwide and
86,000 individual and institutional owners of common shares.

Monsanto Plastics &
Resins Co, is composed of
three divisions: plastics,
resin products and fabri-
cated products. Major
products and markets are:
& Lustrart ABS/SAN plas-
tics-—extrusion and injec-
tion molding uses in large
and small appliances, auto
parts, toys, dishes.

& Lustrex polystyrene plas-
tic—food packaging, dispos-
able dishes. cassettes, toys.
& Vydyne and Vydyne R
{reinforced) nylon—electri-
cal and automotive applica-
tions, industrial machinery,
appliances.

o Fome-Cor board —auto-
mobile headliners, graphic
arts material, energy-saving
sheathing for manufac-
tured housing and home
improvement.

> Saflex interiayer—safety
windshields and laminated
architectural glass.

& Specialty resins for

paints, coatings, adhesives *

and paper manufacturing.
1> AstroTurf recreational
surfaces and doormats.

o Blow-molded plastic
containers and bottles.

o Polyethylene film—used
for disposable diapers and
energy-saving greenhouse
cover,

> Spray Guard rain flaps
for trucks.

Monsanto Textiles Co.
makes synihetic fibers for a
variety of uses shown
below. Garments and home
furnishings made with
Monsanto iibers often can
be identified by the Wear-
Dated trademark, a unique
warranty that Monsanto
offers directly ro
consumers.

= Acrilan, Bi-Loft, So-Lara
acrylic fibers—appareli,
home furnishings, craft
varns and canvas-like
products.

v Nylon (inciuding Ultron
carpet fibers)—-home fur-
nishings, tire cord, indus-
trial fabrics, hosiery and
apparel.

t Cerex spunbonded
nylon--air filters, rubber
and urethane reinforce-
ment, upholstery backing,
disposable clothing and
parachutes.

> SEF modacrylic fiber—
fire-resistant apparel,

“drapes and blankets,

o Polyester fiber—apparel
filament and staple,

o Bidim engineering fab-
ric—stabilizing underiay for
streets, highways, railroad
track beds and dralnage
systems, and for control of
soil erosion.

Fisher Contruls Corp. of
Delaware is a worldwide
leader in the manufacture
of process control equip-
ment including valves,
regulators and electronic
and pneumatic instrumen-
tation. Fisher products are
used broadly throughout
the chemical, perochemi-
cal, power, paper, metal
processing, and oil and gas
industries, The comnpany is
owned approximately two-
thirds by Monsanto and
one-third by The General
Electric Company Limited
of the United Kingdorn.

Monsanto international
coordinates operations out-
side the U.S. in conjunction
with the five operating
companies and manages
joint ventures wortdwide.
Monsante International
has local management
responsibility wherever the
Company conducts busi-
ness outside the US. These
operations are organized
into three major world
areas: Europe-Africa,
Canada-Latin America and
Asia-Pacific. Area and
regional headquarters are
located in Brussels, London,
Paris, Dusseldorf, Tokyo,
Singapore, Melbourne,
Toronto, Mexico City, Sao
Paulo and Buenos Aires.
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Net Sales Sotil0

Doflars in millions

Net Income
Dollars in millions

¢ M 72 73 T4 5 76 T 8 7

As fractonating columns
rise 265 fwet above Choco-
late Bayou, Tex.. the giant
ethylene and coproducts
plant being built by Mon-
santo and Conoco pro-
gresses toward its {980
completion date.
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To Our Shareowners:

By most traditional yardsticks of corporate perfor-
mance, 1979 was a good year for Monsanto.

The Company achieved record sales of $6.2 billion.
Qur net income, boosted by a substantially lower effec-
tive tax rate, reached $33! million. Thus, despite a disap-
pointing fourth quarter and loss provisions associated
with the closing or restructuring of some problem busi-
nesses, 1979 net income was up 9.4 percent from 1978.
Primary earnings per common share were $9.11 com-
pared with $8.29 for the previous year.

However, 1979 was a vear marked by such nontradi-
tional developments—in terms of national and world
economies, the pricing of energy and precious metals,
and, of course, intemational relations—that our share-
owners might well wonder about the validity of
traditional corporate measurements.

The price of gold bullion finished the year almost three
times higher than it opened 12 months earlier. During the
vear, the average cost of crude oil rose more than 80 per-
cent in the U. S., with even greater increases in other
parts of the world. The prime interest rate hit an all-time
high in the U. S. while inflation reached levels that were
unthinkable to most Americans only a few years ago,

Against this unsettling backdrop, it's difficuit to inter-
pret the results of any corporation. Should Monsanto'’s
results be considered inadequate compared with the sky-
rocketing values of precious metals, or outstanding in
that the Company withstood the economic shocks of
1979 while sdll achieving higher levels of profitability?
Even more important, what has the Company accom-
plished in 1979 to assure continued growth, profitability
and financial strength in the 1980's, despite a cloudy eco-
nomic outlock?

These key questions provide the focus for this Annual
Report. In it, we try to give our shareowners a broad per-
spective on Monsanto, This perspective includes not only
alook at current performance, but also at our efforts to
grow for the future, to overcome the obstacies posed by
increasingly expensive energy and raw materials, to find
and exploit new business epportunities through research
and innovatien, and to accomplish all of this in a socially
responsible manner.

Ready for the 1980%

We don't expect the 1980's to provide an easy business
climate. While more careful control of federal spending
and U. S. monetary growth is required and should result
in a long-term cooling of today’s torrid inflation rate,
most economists believe that rising prices will be with us
for some time to cotne. Even more troublesome is the
uncertainty which faces the U. S. and most of the indus-
wrialized world regarding the availability and price of
petroleum. These factors suggest that the decade ahead
will be one of slower economic growth than this country
experienced in the Sixtes and early Seventies.

&

Secated in foreground:

John W. Hanley, Chairman

and Chief Executive Officer.
Background, leftto right: James
J. Kerley, Chairman of the
Finance Committee; H. Harold
Bible, Vice Chairman; Richard J.
Mahoney, President; Louis
Fernandez, Vice Chairman.
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Nevertheless, the 1980's also promise some new oppor-
tunities. The U. S. chemical industry as a whole shouid
continue growing somewhat faster than the gross
nadonal product, and some areas within the industry
should grow much faster than the average. We believe
that Monsanto is positioned to recognize and seize the
appropriate opportunities of the 1980's.

For several years, my messages to shareowners have
dealt with our twin strategies of trimming weaknesses
that were slowing financial progress and building
strengths in professional management, technical exper-
tise, and a well-balanced product line generaily charac-
terized by leadership positions.

The trimming continued in 1979 as we announced the
closing of our unprofitable European nylon fibers busi-
ness in the second quarter. We spent many months dis-
cussing possible options with appropriate European gov-
emment officials and employee representatives.
Unfortunately, these discussions failed to produce a
workable alternative to withdrawing from this business.

Another problem area that we addressed in 1979—but
did not fully resolve—was our Spanish plastics subsi-
diary Aiscondel The management of that company is
taking steps to reduce its losses in 1980, although we do
not expect it 10 achieve profitability this year

On the positive side, 1979 saw us building strengths by
expanding product lines, exploring new markets and
making new investments in high-potential businesses.

Our capital spending in 1979 amounted to $566 million
and is expected to rise some 20 percent (not inchuding
capitalized interest} in 1980, The vast majority of this
new capital is being directed into businesses where we
now hold—or intend to achieve—leadership positions.
This emphasis on leadership should enhance future
profit potendal while helping insulate the Company from

Nt

The capital spending figures above include invest-
ments in added capacity for such growing products as
Rowndup herbicide, Saflex interlayer and electronic-
grade silicon, We've announced major capital projects to
incorporate new Monsanto-developed technology with
substandal cost advantages into the manufacnure of
existing products. Let me cite a couple of examples:
>Monsanto announced plans 1o build the world’s larg-
est synthetic methionine plant, capable of producing 100
million pounds annually. We market this chemical as
MHA amino acid suppletnent for animal feeds and have
just introduced a new liquid form to meet the needs of
modem feed mills.
> We're also investing in new technology to
make maleic anhydride, an important chemical inteyme-
diate, from butane instead of benzene. While adding ca-
pacity in maleic anhydride, we're also sharply improving
our costs and the reliability of our raw material supply.
Ready Around the Globe
These kinds of technological advances—in step with the
times—reinforce our confidence regarding Monsanto's
prospects for the Eighties. Timely technology is also a
key factor in expanding Monsanto’s global presence to
promote geographic growth of our product line.

Sales outside the U. S. in 1979 jumped 39 percent com.
pared with the previous year. The increase reflected, in
part, the full consolidation of Fisher Controls and
Aiscondel resuits into Monsanto's total resuits. But the
most important factor in our international sales gain was
the strength of U. S. exports. This performance was
enhanced by the effects of the U. S. dollar's weakness
against other major world currencies, renewed eco-
nomic growth in other nations, and feedstock cost
advantages enjoyed by L. §. chemical companies gener-
ally. These factors shouid continue working to Mon-
santo's benefit in 1980, partially offsetting the effects of
an expected U. S. recession.

That's not to say, however, that when these factors dis-
appear from the scene, our advantages in intemational
markets will aiso disappear. Monsanto's world-scale
plants, strong raw material positions and technological

ip assure our continued ability to serve not only
traditdional markets, but also the faster-growing develop-
ing nations. We plan to continue building our muitina-
tianal presence by taking advantage of carefully re-
searched and analyzed opportunides around the worid.

Tempo of Innovation .

“'In step with the times” certainly describes a new indus-
trial product line that Monsanto unveiled during 1979~
Prism separators. This system removes hydrogen from
industrial gases by using hollow fibers made of perme-
able membranes. The system offers the potential for sig-
nificant energy savings and other cost and processing
advantages in certain industrial operations where hydro-
gen s an important ingredient. We're continuing our
research programs to find additional applicagons for
separations technology.

Research and development capabilities are an
extremely important element of our readiness for the
Eighties. Monsanto spent $174 million on R&D in 1979
and will boost that figure by more than 20 percent in
1980. We fully intend to continue providing firstciass
technical support and innovation within existing product
lines while exploring new scientific fronters that wiil be
the basis of Monsanto's success in the future.

To that end, the Board of Directors last year elected Dr.
Howard A. Schneidertnan, formerly the Dean of Biologi-
cal Sciences at the University of California-Irvine, as
Monsanto's new Senior Vice President for R&D. The
Company is indeed fortunate to have this eminent scien-
tist leading its overall R&D efforts. Furthermore, his
expertise in biology and genetics shouid be particularly
helpful as Monsanto's R&D team ¢xpands its involve-
ment in biochemistay—the chemistry of living cells, We
believe that this evolving science holds great promuse for
helping the chemical industry cope with an energy-nght.
environment-conscious world in the 1980's.

Responsibilities to Society

It seemns safe to say that, energy and economic problems
notwithstanding, concerns over environmental protec-
tion in its broadest sense will remain with us in the
Eighties—as well they should. Fortunately, there is also
growing concern about the negative impact of poorly
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conceived and executed government regulanons. At least

one major event of 1979 involving Monsanto under-

scores this and offers some hope for more reasonabie
tion in the years ahead.

A U. S. Court of Appeals ordered the Food and Drug
Adminisrration to take another lock at its 1977 decision
banning Monsanto's Cycle-Safe plastic bottle. The court
held that the FDA did not have sufficient data to support
its decision. This is an encouraging development, even
though it will not recreate the atiractive commercial
opportunity nor the thousand jobs that were lost when
the bottle was banned.

Monsanto management remains committed to the
principle that safety and sensibility must go hand in
hand—in the laws, in regulations and, most of all, in our
own actions. While the government has a proper role to
play in establishing acceptabie standards of industrial
conduct, no one can relieve us of the primary responsi-
bility for the safety of cur own products and processes.

This attitude of social responsibility is no less than
what the public expects and no more than whatis
proper. It's an attitude as essental to contemporary man-
agement as professional competence and appropriate
analytical tools for guiding a multibillion-dollar enter-
prise. In my judgment, the Monsanto management team
possesses all three in readiness for the Eighties.

Ready to Manage the Puture

The Board of Directors took several important actions
on February 22, 1980, relating to our readiness to manage
the future. I'd like to take a moment to report these
actions, which anticipate the January 1981 retirement of
Vice Chairman H. Harold Bible.

The Board elected Louis Fernandez to the position of
Vice Chairman and Richard J, Mahoney to be the Presi-
dentof Monsanto. While this means that I am relin-
quishing the role of President, the Board reaffirmed my
roles as Chairman and Chief Executive Officer. These
changes are effective April 1. 1980,

Dr. Fernandez’s new responsibilities will inchude chair.
manship of the Corporate Administrative Committee,
which assists the CEQ as the Company’s principal policy
and strategy-setung body. He will also supervise major
portions of the Corporate Staff and retain overall respon-
sibility for our technical commumity.

Mt Mahoney will have responsibility for the world-
wide activides of the five operating companies and Mon-
santo Intermational. ..

While dealing with our readiness to manage the
future. I'd be remiss if I failed to acknowledge the con-
tributions of two individuals in making Monsanto what
it is today. One is Me Charles H. Sommer, former Chair-
man of the Board, who died February 6, 1980. While we
are saddened by his death, we shall remember hirn
warmly and always admire him for the leadership he
provided during his 45-year association with the
Comnpany.

I also want to express our special thanks to Me Bible,
who will continue working closely with the Monsanto
management team to effect a smooth transition as he
moves toward retirement. His comprehensive knowl-

edge of our business—based on L1 vears as a Board
member and 38 years of total Monsanto service—have
made hirn a trusted adviser and a source of strength to
me and my colleagues.

Additionall, let me salute the dedicated managers at
all levels of operations and staff who provide such able
support to top management In partcular, the caliber of
our senior management today-enhanced by a substan-
tial numnber of personnel changes in recent years—attests
to the high priority that Monsanto gives to human
resources planning. This senior management group rep-
resents a sound combination of youthfulness and matu-
rity, backed up by many talented middle managers who
are honing their skills in preparation for future respon-
abilides. From the Chairman’s perspective, [ have great
confidence that Monsanto will not run short of profes-
sional management resources in the 1980's—or beyond.

To sumrmarize the thrust of this report, the positive ele-
ments of Monsanto’s 1979 performance reflect in many
ways the quality of our preparations for the future. We
expect that our 1980 performance will be adversely
affected by the general economic slowdown in the
United States. But we believe that our many swengths
will continue working to our benefit

Looking beyond the current year, we're well aware
that this new decade will not be an easy one. Undoubt-
edly, there will be some unpleasant surprises compound-
ing the difficulties we're already expecting. Nevertheless,
the management of Monsanto is confident that we have
prepared ourselves as fully as possible. We intend to do
better than just coping with these problems, In fact, we
intend to seize the opportunities invariably created by
unsettied times such as these—particularly opportunities
involving such important human needs as enhanced
food production, health and safety, energy conservation
and economic growth.

Above all, Monsanto shareowners shouid understand
that its managernent team believes in the future. We
refuse to participate in an oversold sense of pessimism—
quite evident in world gold markets—that today's prob-
lems are beyond human resolution. We don't believe
that's true of society as a whole, and we know it's not
true of Monsanto.

ey

John W. H
Chairman and Chief Executive Officer
March 14, 1980

State-of-the.art industrial
technology, such as that
employed at this Louj-
siana ammonia plant, s 3
major Monsanto strength
for the 1980's.
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Current Performance

Monsamo's consolidated net sales in 1979 climbed to a
record $6.2 billion, a 23.4 percent increase over
1978. Part of the gain reflected the expanded sales base
of the new Fisher Controls Corporation (created by a
merger early in 1979) and the first full vear for consoli-
dating the sales of Aisconde! (a majoritv-owned Spanish
plastics subsidiary). Adjusted for these two factors, the
sales gain would have been abou: 19 percent.

Net income for 1979 was up 9.4 percent to $331 million,
and primary earmings per common share were §9.11
compared with $8.29 for 1978. The dividend paid on a
common share during 1979 was increased by 175 cents
10 §3.35.

The sales revenue improvement was about evenly
divided between higher volumes and price increases that
attempted to recover sharply higher raw material costs,
particularly for feedstocks and energy derived from oil
and natural gas. Business was strong for the first 10
months of 1979. Late in the fourth quarter, however,
inventory corrections by downstreamn industrial custom-
ers—primarily in the automobile and housing indus-
tries—curtailed Monsanto shipments and severely
squeezed profit margins.

Earmings benefited substantially from a high level of
interest income, improved results from affiliates abroad
and a lower effective tax rate. The most signiﬂcanl tax Slyrene monomer pro-
factor was a nonrecurring event involving a changed law ductior: facilives a1 Texas
in the United Kingdom. Other factors included higher jm;‘jﬁ; i
levels of DISC export credits, based on strong export “ ’
sales, and a lower U.S. statutory tax rate.

Eamings were lowered, however, by loss provisions
associated with efforts to resolve certain problem situa-
tions, thus improving prospects for future profitability.
The largest write-off covered the costs*of closing the
Company’s European nylon fibers operations, with an
after-tax impact of $42.7 million or $1.18 per share. Earn-
ings were further penalized by $10.5 million or 29 cents
per share when Aiscondel provided for the planned clos-

Lasso herbicide is widely
used in the U.5., South
Amcrica and Europe 1o
comrol grasses and cerv
tain broadleat weeds
which infest corn and soy-
bean acrcage.

Monsanio specialiy plasti-
cizers include those used
in [ood wrap to achieve
clarity. flexibiluy, perme-
acility to oxygen and
safety for Tood contact,
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Above: High-fashion
swealer garments have
crealed 4 strong tnarket
for Monsunto acrylic
fibers, inctuding the high-
bulk fi-Left fiber.

ipsht: Weur-Dated campels
af Ultron nyton libers
carry a live-vear consumer
wattanty. This premium
catpet filwer resists static
and stiins,

Left: The tag thatidenn.
fics Wear-Datedd appare]
with fibers by Monsanto
has high consumer recog-
ation and acceptance,

Right: A garment manu-
Facturer IUms 0ut new

fashuons made with Mon.
sanio polyester filameny.

ing of some product lines—a proposal now pending
before the Spanish government.

Despite these losses, Monsanio's international busi-
nesses made a major contribution to the Company’s
results. Sales abroad rose 39 percent and accounted for
38 percent of the Company total.

The international sales increase reflected strong
exports from the U.S. and, to a lesser extent, the first-
time consolidation of Aiscondel and Fisher Controls
sales. U.S. exports rose 31 percent to $406 million, stimu-
lated by technological and cost advantages, plus the
effects of the dollar’s weakness against other rmajor
currencies.

Foreign exchange iosses, although slightly less than in
1978, were significant at 88 cents per share. The largest
single piece of this was due to devaluations of the
Brazilian cruzeiro throughout the year.

Each of Monsanto's five operating companies pro-
duced sales gains. However, only two operating cormpa-
nies improved their income performance.

Monsanto Agricultural Products Company’s highly
successful herbicides led the way to new records in sales
and operating income. Total sales were $840 muilion,

a 14 percent increase over 1978, Operating income
{before taxes, interest expense and other income charges
and credits) rose 8 percent to $329 million. Among the
best performers:

Lasso herbicide continued as the largest selling herbi-
cide in the U.S., protecting corn and soybeans from
grassy weeds. Roundup herbicide maintained its spectac-
ular sales growth, based on its worldwide utility in crop
and industrial applications; the U.S. government granted
approval for using the product in new sites and with
additional application techniques, Avadex herbicide,
used primarily to control wild cats in wheat, enjoyed
steady growth. Machete herbicide, which protects rice
crops in other parts of the world, is now under consider-
ation by the U.S. government for use in this country.

Monsanto Chentical Intermediates Company
achieved the highest gain in operating income among
the companies, with a 54 percent improvement over
1978. Sules grew 64 percent to $859 million, and operat-
ing incorne reached $116 million.

Tight markets for several important products, espe-
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More than 50,000 square  tion of tota) sales. Further
{eet of laminatcd glass gromth is also expecied in
form the roof of thisncw  automotive markets oul-
courthouse in Vancouver,  side the U.S.

B.C. Architectural uses of

Saflex imminuic interinyer

recount for 3 growing por-
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cially styrene monomer, allowed this Operii.c Ll i
pass along a large percentage of higher cosws, Lut not
enough 10 prevent some profit margin detenoration.
Volume increases, high plant utilization and manufactur-
ing cost reductons were also factors in the year's results,
aided by a strong export market.

Phenol, a widely used resin for plywood and other
construction materials, enjoyed a strong year until the
declining housing market began impacting volumes.
Acrylonitrile performed well in the U.S., where down-
stream conswmer buying of nylon and acrylic fibers
remained firmn, but less well in Europe where a soft mar-
ket was further aggravated by the closing of Monsanto's
nylon operatons. Production of elemental phosphorus
finished the year at full capacity in response 1o strong
demand.

Monsanto Industrial Chemicals Company achieved
$1.5 billion in sales, up 17 percent from 1978. However,
escalating costs of hydrocarbon-based raw materials
squeezed operating income to 3202 million trom
$219 million in 1978.

In rubber chemicals, where Monsanio has the broad-
est product line in the indusiry, the company was abie to
offset the effects of a declining U.S. auto market by
increasing market penetration and emphasizing other
markets, Plasscizers, also heavily dependent on the auto
industry as well as housing, nevertheless achieved higher
U.S. volumes and increased export sales. The growing
electronies industry kept demand high tor Monsanto sili-
con. Deterger.ts and phosphate products, specialty
chemicals and Enviro-Chem businesses also enjoyed
excellent sales growth.

Monsanto Plastics & Resins Company sales grew
alrnost 16 percent to $1.4 billion, but operating income
declined from $57,6 million to $9.6 million. Selling prices
trailed rapiclly rising raw material costs, and shortages of
some matetials hampered production.

Losses by Aiscondel and a wholly owned Monsanto
subsidiary in Mexico—including provisions for closing
certain operatons—are consolidated with the Plastics &
Resins Company's results. These losses were significant
in 1979, as they were in 1978.

Plastics & Resins sales in all world areas exceeded
priar year levels. Despite the siuggish automobile mar-

Strong markets {or deter-
gent productsin 1579
spwiTed demand tor deter-
gent builders and clenen-
tal phosphorus. the key
raw material
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Ahove: Monsanto prod.
ucts found throughout
many ncw cars include
weight-reducing Vidyne
nylon and Lustrun ABS
plastics. Suflex imeriayer
in the windshield, Resk
merte resins in the finish
and headliners of
Fome-Cor board,

Righl: Monsanto testing
instniments arc Lhe stan-
dard of the rubber in-
dustry. Now the Company
i extablishing its leader-
shipin x-ray nondesiruc-
tive tire testing.

Lett: & Teanng puip mui
CONAMEE cantrol valves
furnished by a subsidiary
of Fisher Controls was
builtin Japan and towed
15,000 miles across the
world's oceans to the
Armazon forests of Brazil.

Right: Already the acknowl-
edged technological leader
in industrial control

valves, Fisher Controls is
building s reputation for
excellence in process con-
trol instruments as well.

ket, major product areas serving that industry main-
tained or improved sales on a year-to-year basis. For
instance, the drive for fuel efficiency in automobiles
caused increased demand for weight-reducing ABS and
nylon plastics.

Monsanto Textiles Company results slipped to a §1687
millicn operating loss. In part, this reflected the write-off
for the closing of European nylon operations ($77.4 mil-
lion before taxes).

Worldwide fiber shipments were up 7 percent despite
the European nylon shutdown, and sales revenues of $1.1
billion surpassed 1978 by 11 percent. Loss factors
included filament polyester in the U.S. and generally
weak European nylon and acrylic markets. U.S. nylon
results were adversely affected by comparatively high-
cost raw Mmaterials shipped in from Monsanto facilities in
Europe after the closing of the company’s nylon opera-
tions there.

Bright spots for the year included a tripling of sales
volume for Ultron nylon staple and improved market
share for Monsanto acrylic fibers going into sweater and
knit garments. Sorme technical progress was made
toward improving the quality of filament polyester for

Canada-Latin America and Asia-Pacific world areas all
contributed to the international sales gain, While exports
from the U.S. were up substantially in all areas, the inter-
national performance was further strengthened by
improved operations in several countries. Major contrib-
utors included businesses in Australia and Argentina,
both of which registered record sales and earnings. Busi-
ness growth was also strong for major joint ventures
including Mitsubishi Monsanto Kasei in Japan and
Industrias Resistol, S.A., in Mexico.

Fisher Controls Corporation of Delaware reported
sales of $496.7 million and operating income of $44.4 mil-
lion. Because this joint venture was formed early in 1979,
the resuits are not directly comparabie with those
of 1978. Adverse faciors affecting Fisher resuits included
a nationwide labor dispute in the United Kingdom and a
management decision to close a manufacturing facility
there. On the positive side, the year was characterized by
the highest level of orders for standard products in
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Fisher history. Performance leaders included rotary
valves—used in viscous slurry applications such as pulp
production—and gas regulators, which are enjoving a
resurgence as residential and commercial structures
switch to natural gas heating.

2

Growing for the Future

uring 1979, Monsanto continued directing its man-

agement, technicai and financial capabilities toward
developing growth prospects for the 1980's. This
included efforts to identifv new business opportunities
which, while relating to existing technological strengths,
are outside the areas Monsanto is pursuing today.

However, most of Monsanto's growth for the 1980’ is
expected to come from existing businesses. New applica-
tions, new markets and new related products will help
retain the vibrancy of established businesses.

Worldwide capital investments of $566 million in 1979
stressed products and businesses where Monsanto's strat-
egies call for aggressive growth. New investrnents by the
operating companies are being targeted to gain competi-
tive advantages based on capacity, technology and cost.

A premier growth product today—in practically every
part of the world where the Company does business—is
Roundup herbicide. As a manufacturing facility under
construction at Antwerp, Belgium, progresses toward a
1980 start-up, Monsanto Agriculrural Products Company
has announced plans to build yet another new plantat
Fayetteville, N.C. Together, these facilities will almost
double present capacity for Roundup.

To test new generations of herbicides, plant growth
regulators and other crop chemicals—and to broaden the
uses for exgsting products—Monsanto Agricultural Prod-
ucts Company continues to expand its research presence
in Belgium, Brazil, Japan and the U.S. A new 575-acre
research farm in Troy, Mo., began operatons ind979.

Polished silicon wafers, which share the bright growth
prospects of the electronics industry generally, will soon
enjoy the added stimulus of a new 125-millimeter size

Left: Demand is brisk for
Monsanio’s high-purity sil-
icon. uscd as substrate for
iniegrated circuits, as elec-
tronic devices find their
way into such everyday
ilems as \oys. appliances
and automaobiles.

Right: A laser scanner
measurcs the ttatness of a
128.-millimeter silicon
slice. a new size that will
be made a1 Monsanio's
Spartanburg, $.C., plant.

Specially deveitoped
breeds of buars arc seld
through sates centers
operated by Farmers Hyv-
brid Companies. Inc..a
wholly vwned subsidtary
of Munsanto.

Greenhouse owners worry
about heating costs too.
Monsanto 502 polycthy-
tene hlm, placed over glass
greenhouses, has been
shown to cut fuel consump-
tion by almost 80 pereent.

D3W 021232

TOWOLDMONO0014938



b T W) s

L L)

"]
Hi
BEcy.
2 mﬂ

[
fgict

.. plant. Thisnew

proprietary lechnology,
which Monsanto lntro-

hydrogen from the ammo-  requires 1o more energy to

nia manufacluring
process at Monsanto's Lo

Prism separators recover

ling, Ls

OSW 021233

TOWOLDMONO0014939



LUng SIFanca ot e
low fibers used it i voaem
Separatony WImmale i an
end-plug \ike this, which
ailows the recuvered hy-
drogen to exit separately.
The fibers are made of
membranes thai are sciee-
tively permeable o
hydrogen gas.

and proprietary technological advantages. Monsanto
Industrial Chemicals Company will begin operations
later this year at the world's largest and most advanced
plant for making polished silicon wafers at Spartanburg,
S.C. The facility will double the company's total capacity,
on top of recently completed expansions at St. Peters,
Mo., and Kuala Lumpur, Malaysia.

Other aggressive growth areas for Monsanto Indus-
trial Chemicals Company include general purpose plasti-
cizers and nutrition chemicals. In 1979, the company
formed a new division to spur development of nutrition-
related businesses and announced plans to build the
world’s largest synthetic methionine plant at Chocolate
Bayou, Tex. This chemical is marketed as MHA, an
amino acid supplement for animal feed. Last September,
anew liquid version was introduced, offering more con-
venient handling in modern feed mills.

In plasticizers, the company's world leadership—
already reinforced in 1979 with the start-up of a new Bra-
zilian facility—got a further boost with the announce-
ment of a new general purpose plasticizer that can be
priced competitively while providing performance
advantages of certain premium-priced products. Plans
are to build world-scale plants in the U.S. and Canada to
make this new plasticizer.

Monsanto Textiles Company has capital projects
underway in nylon carpet staple and Bidirn engineering
fabric. Annual capacity for the carpet staple will be
boosted by 90 million pounds with the completion late
this year of an expansion project at Pensacola, Fla. Bidim
will be produced in the United States when a facility at
Fayetteville, N.C., begins cperations this year.

Businesses operated by Monsanto Plastics & Resins
Company are deriving new growth stimulus from prod-
uct-line additions. For example, new grades of Listran
ABS and SAN molding resins and Vydyne nylon engi-
neering plastics were introduced in 1979, broadening the
applications and potential markets for these lincs. One of
the new Vydyne plastics is reinforced with a combination
of mineral plus glass fibers to meet rigid specifications as
ametaj substitute in automotive and industial uses.

Saflex interlayer continues to show growth in architec-
tural uses in the United States and automodve applica-
tions abroad. An expansion project completed in 1979
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wproximately doubied capacity at the Ghent, Belgum,
plant. Two more expansion projects are underway in the
U.S. and will come on-stream in 1980.

Monsanto Chemical Intermediates Company's empha-
sis on achieving proprietary process and cost advaniages
has created additional growth potendal for maleic anhy-
dride. The company's worldwide capacity for this prod-
uct will be boosted 60 percent by a new plant to be buiit
at Pensacola, Fla., based on low-cost butane technology.

Complerrenting aggressive strategies for these and
other individual businesses, Monsanto also has mapped
out plans for geographic expansicen of existing product
linies. The markets for rnany Monsanto products are
larger and faster growing in other world areas than in the
United States, Worldwide opportunities are being pur-
sued through aggressive exporting as well as manufac-
turing investmentis in other nations. In particular, inter-
uational growth strategies for the 1980's include greater
emphasis on fast-developing nations where the Com-
parry can make responsible contributions.

In Brazil, for instance, Monsanto's total investment
passed the $100 million mark in 1979 with the dedication
of a laboratory for testing rubber products, and plants to
formulate major herbicides and make plasticizers. Addi-
rionally, the Company has strengthened its business
grganization responsible for broadening relationships
with the People’s Republic of China.

Greater emphasis on international growth could mean
somewhat greater risks than would beencountered in
- more familiar markets, but Monsanto also expects
sreater rewards. To minimize the potential risks and
maximize rewards, Monsanto's global expansion efforts
inthe 1980's will focus on businesses and technologies
where management has proven experience. These
efforts will be supported by world-scale plants and
strong raw Material positions. Business judgments will
be enhanced by the sarne sophisticated analytical tools
that provide the basis for ail strategic planning at Mon-
santo, And management will continue using a variety of
proven approaches to expansion such as joint ventures
with local companies. .

These global activides demonstrate management's
intent to take full advantage of the growth opportunities
of existing product lines--where the Cormpany expects to

Lett: This new imasller sizs
of Roundup herbicide en.
cogmnges {irsl-t.me users
2o try it. Growing wortd
demand for Roundup is
niaking this berbicide a
sales and profit tcader for
Monsanta.

Right: Bidim, a nonwoven
enguwering fabric made
of continuous flament
polyester, helps srabilize
roadbeds and disperse ex-
CE5s moLsiure,

OSw

Teltpbﬂm-'ﬁ alid uidar
sratl househoid appli-
ances represent a major
new marketing aica

for Lustran ABS/SAN
moiding resins.

The grass-like surfale on
Spray Guard rain tlaps re-
duces spray tromnaruck
lires more than 50 pereent
by trapping the waierand
letling it drain safely 10
Lhe pavement.
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Monsante y Seai Sands
England. faciiy became
tuilv operationaln 1979
Munsanto s the world's
largest producer of
acrvtomilrile.

achieve the vast majority of its growth in the 1980’s.

Longer term, Monsanto will also need new growth
opportunities. Thus, the search is underway for business
oppertunities outside the chartered areas of current
operating comnpanies—opportunities that retate to Mon-
santo’s technological strengths, provide excellent growth
prospects, and offer a chance for Monsanto leadership.

Such efforts led in late 1979 to a merger agreement
with Radiation Dvnamics, Inc., the world's leading pro-
ducer of electron-beam processing equiprnent, with 1978
sales of approximately $8.5 million. This technology is
presently used for vulcanization, curing and sterilization
of industrial materials. Monsanto expects it to be used in
a widening series of applications related to the Corn-
pany’s own expertise in processing industrial materials
such as plastics.

Finally, as a science-based cornpany, Monsanto
expects its own research labs to be a major source of
new businesses for the 1980°s and bevond. More on the
directions of these efforts can be found in the "Research
and Innovation” section of this report.

3 .

Energy and Feedstocks

here’s little disagreement among investors, managers

or economists regarding the most critical uncertainty
facing industry in the 1980's. It’s the supply and cost of
petroleurn and, secondarily, natural gas.

The issue has a special impact on the chernical
industry, whose dependence on il and gas for raw mate-
rial feedstocks far ourweighs its fuel uses of these
hvdrocarbons. The U.S. petrochemical industry uses as
feedstocks only about 442 percent of the oil and gas
consurned in this country, although petrochemicals and
resulting products account for nearly 23 percent of all
business sales and about 19 percent of all nongovern-
ment ernployment.

Monsanto, recognizing thar interruption of chemical
industry feedstocks would be a serious blow to the U.S.
economy, strongly supports natonal energy conserva-
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This panel contrels

the acetic actd process at
Monsanto's Texas City,
Tex.. plant. Technalogy
such as this supports the
Chemical Intermediates
Co. inits outside market-

ing effort. The acetic acid
process itself has been li-
censed for plants in six
countries. the latest being
Yugosiavia in 1979
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Jon goals. Monsanto's own stringent energy consern a-
ton program has been so successful that the Company
actually used three trillion fewer BTU's last vear than in
1972—even though output has grown substantally dur-
ing that period. The Company needed about 22 percent
less energy per pound of product in 1979 than it did in
1972, thus saving $141 million on last year’s energy bill
compared to 1972 levels of energy efficiency.

Engineering for energy efficiency goes hand in hand
with process selection for feedstock reliability. For exam-
ple, Monsanto is striving to lessen its dependence on
petroleurn-based aromatic compounds, which have
Increased in price dramaticaily in recent vears. Thus, the
Chemical Intermediates Company has been converting
its hexamethylenediamine (a nvlon intermediate) pro-
duction to propylene feedstock instead of cyclohexane.
Similarly. the company is planning to switch its entire
US. production of maleic anhydride to butane feedstock
instead of benzene.

Meanwhile, ensuring the reliability of more rraditional
feedstock supplies also has high priority. A joint project
between Monsanto and Conoco Ine. will boost ethylene
and coproducts annual capacity at Chocolate Bayou,
Tex., to eight billion pounds by late this year. The joint
project also includes a new unit being constructed at
Conoco’s Lake Charles, La., refinery. By matching up
Conoco’s strength in crude oil supplies with Monsanto's
strength in petrochemical processing, the Company
gains an important measure of feedstock security.

Pushing even further upstream, Monsanto continued
aggressive exploration for new oil and gas reserves in
1979. For the fourth consecutive vear, the Company
increased its reserves of these hydrocarbons by discover-
ing more than it produced. These efforts resulted in
significant new finds in the Guif of Mexico, Texas, Wyo-
ming, and Alberta, Canada; an additional license for
off-shore drilling in the United Kingdom; and an interest
in a Guaternalan drilling venture.

While these efforts are relatively modest compared to
those of major oil companies, Monsanto'’s 1979 pro-
duction supported about one-third of our liquid feed-
siock requirements. Thus, the program is an important
element of Monsanto's strategy for obtaining adequate
supplies of feedstocks and fuel.

Left: Thermmnol tiuid is
used for heat cransfer in
thuis sotar colleclion sys-
tem. Growing concem for
cnergy conservation is ex-
panding markets for
Monsanto products. in-
cluding engineering plas-
1¢s ta reduce auto weight,
herbicides in towstiliage
farming. and sheathing
board 0 Insulate manu-
factured housing

Plant tecnin iy e an
CTINTR Y co ] seniom
stmulator o run conser a-
riontests Monsanio s em
ploving ¢nergy consenva-
UON MEASUrCs as sUTDie 38
turming duwn thermostats
anc as complex as recap-
tunng heat from chermicat
processes.

The Chocolate Bavou
cthylene plant, part ot a
jeint project involving
Monsanio and Conoco.
nears completion,

Left: A Monsanto-
operated ng drills for nat.
ural gas (n Fremont
County, Wyoming
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Dr. Howard A. Schneider-

man. ong ot the nation’s
muost respecied academic
scicntists in the hiclds

of hiologv and generies,
-oined Monsanto last
QOctober as Senior Vice
President for R&D

Left, above, and opposite
page: Cell biology re-
search may help uncaver
the mechanisms that con-
trol plam growthand pro-
ductivity. By joining the
sciences of chemistry and
bivlogy, Monsanta may be
able to create new kinds of
plant growth reguiators
and herbicides, and ulti-
matcly new kinds of plants
with improved propertes.

Lett A Monsanto re.
searcher conducts a por.
ton of the jont biomedi-
cal project with Harvard
Medical Schook. The pro.
gram is advancing know!-
edge of the molecular
basis of argan and tissue
development

4

Research and Innovation

he 1980s will witness the early stages of what might

well become the chemical industry’s most significant
technical revolution since the development of hydrocar-
bon technology. During the decade, chemical compa-
nies—Monsanto included—will pioneer new processes
and products with technologies patterned after the
chemistry of living cells.

Biochemistry is a natural extension of Monsanto’s
expertise in many areas, including agricultural products
and pharmaceuticals, Biochemical research will comple-
ment ongoing scientific investigations relating to more
traditional Monsanto strengths. These more traditional
investigations will push on toward new herbicides and
plant growth regulators, synthetic fibers that are softer
and easier to clean, engineering plastics and laminates to
replace heavier metal parts in automobiles, detergent
builders, nutrition and preservative chemicals, and
scores of other new product and process ideas.

However, these already successful Monsanto business
areas will be joined by new ones based on the life
sciences. Cell chemistry may suggest new industrial pro-
cesses more in tune with an age of tight energy and
heightened environmental concerns. For example, while
today's chemical industry technology typically emplovs
high temperatures and pressures, livingcells can synthe-
size incredibly complex molecules at ordinarv tempera-
tures and pressures. By learning to mimic these biologi-
cal processes, Monsanto hopes to reap the benefits of
their great efficiency and synthetic powers.

Monsanto has had some involvement in biochemical
research in recent years, particularly with investigations
into plant cell biology, drugs to stimulate the body's own
natural defenses against disease, and a joint biomedical
research program with Harvard Medical School.

Now the Company is formalizing and expanding its
presence in the field of biochemistry by establishing
a Molecular Biology Center as part of its corporate
research facilities, The center will conduct long-term
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Ultra-clean research envi.
ronments protect cell cul-
tures from contamination
that couid ruin months of
painstaking and costly ex-
perimental work. [n addi-
tion, Monsanto meets or

excceds all government
safety standards for bio-
chemical research.
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basic researci on cell chemistry, including recombinant
DNA techniques, and will seek applicatons for this
science in solving industrial and societal problems.

As the program moves forward, Monsanto will consult
with the National Institutes of Health to assure compli-
ance with guidelines {or safe recombinant DNA research.
Furthermore, a distinguished pane! of world leaders in
molecular biology is being formed to serve as public
interest advisors. The Company will make sure that its
biochemical programs, with their tremendous potental
for meeting human needs, also meet the high standards
of social responsibility by which all Monsanto activities
are judged.

S

Environmental and Worker Health

onsanto’s scientific and management capabilities
for cealing with satety and health issues matured in
many ways during 1979.

The Company established an international advisory
committee that includes some of the werld's preeminent
academic scientists in such disciplines as epidemiology,
pathology and biochernistry. The committee provides
highly qualified and objective outside guidance on mat-
ters relating to health and the environment.

To enhance response to U.S. environmental and salety
regulatiot, management appointed a senior-level coor-
dinator for each of five major laws: the Gccupational
Safety and Health Act, the Clean Water Act, the Clean
Air Act, the Toxic Substances Control Act, and the
Resource Conservation and Recovery Act. The Company
also created a top-level European Environmental Coun-
cil. By strengthening this corporate function around the
world, Monsanto will be able to identify emerging
environmental issues and deal with problems before
they become crises.

Development proceeded on a compuuerized Medical
and Environmental Health Information system, known
as MEHI, which is now about 30 percent operationai.
When completed. MEHI will provide a highly sophisti-

Monsanto's Environinen-
tal Health Labaratory saw
its lirsy [ulf year of opera-
tign i 1979, The Cumpany
also cytablished an inde-
pendent quality assurnnce
unitto validate internat
and external toxiealogy
Lesting.
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Left: EfMuent control tech-
nology used by Monsanto
includes aeration ponds to
enhance the biokogics! ac-
tion of special micreorgan-
isms that break down un-
wanted waste products.
Right: In The Fens region
of England, Round:q her-
icide is tested for residual
cffects in aqualic weed
control Canals and imga-
ton diches could become
inimportant market £5r
s herbicide.

cated tool for handling data on toxicity, regulatory
requirements, employee health and ex|

Regarding on-job injury rates, Monsanto extended the
strong and steady improvement trend of recent years.
The 1979 rate of injuries requiring medical treatment
was one-third of the 1976 rate, thanks to a determined
continuing effort to make ail Company workplaces as
sale as posstble,

Other advances in 1979 included successful retrofitting
of a number of plants 10 meet regulatory requirements, a
new employee hearing protection program, and a major
increase in analytical capabilities to detect ultra-trace
anounts of potentially hazardous chemicals. Further-
more, Monsanto now has two laboratories accredited by
the American Industrial Hygiene Association. This accred-
itation, which only 110 laboratories in the U.S. have
earmed, means that these facilities meet the strictest sci-
entific standards.

Operating and management expenses for environmen-
tal and health protection reached $173 million in 1979,
and capital expenditures were almost $55 million. Nearly
9 employees in the U,S. alone worked full time to deal
with air, water, solid waste, product and workplace
safety issues.

The Company estimates that about $90 million of its
total 1979 government-mandated expenditures in these
areas were questicnable or downright unnecessary when
judged by sound scientific and management principles.
While Monsanto does not object to any expenditures
that provide real protection, unnecessary spending
caused by unreasonable regulations shortchanges
employees, customers, shareowners and the society asa
whole. Nevertheless, Monsanto intends to make good
faith efforts to comply with all applicable government
standards for environmental and worker protection.

Finally, it should be noted that about 50 percent of
Monsanto's toxicological testing today is not event
required by regulation, but by management's own sense
of responsibility for product safety and for advancing
toxicological science generally. This practice is evidence
that, where governmental safety standards are less strin-
gent than what the Company considers necessary to pro-
tect health and the environment, Monsanto will adhere
toits own more exacting standards.

Below: This mobile
aquatic lab built last year
can be truilered 1o plant lo~
cations for efltuent testing.
1t was designed at Mon-
santo Resesrch Corpora-
Lion, whose siate-of the.
art environmenta) 1ech-
nology is often adopted by
ather companics and gov-
crnment agencies.

Monsamnio's awn toxicol-
ogy saff kept several
major products on the
tmarket by revalidating
tests dotre by a contract
¥ labwhose data was ques-
- tioned by government
inspectors

33

DSW 021246

TOWOLDMONO0014952






6

Corporate Citlzenship

onsanto could not consider itself ready for the

1980's without asking whether its reputation asa
good citizen will be as solid in 1989 as it was in 1979. This
self examination is particularly critical in view of evolv-
ing concepts that carry corporate citizenship far beyond
its traditional boundaries,

Certainly, Monsanto believes it performed well the tra-
didonally accepted roles in 1979,

Corporate philanthropy for a broad range of commu-
nity, educational, cultural, health and welfare programs
throughout the United States and the world reached $74
million i1 1979. This included $6.2 million from the Mon-
santo Fund and the remainder from corporate accounts.
As recently as 1975, Monsanto's yearly charitable contri-
butions in the U.S. amounted to one-half percent of pre-
tax corporate earnings. The figure is now about 1.5 per-
cent, and the Company's long-range objectve is to move
toward 2 percent.

Because of strong employee response to a three-year-
old matching gift program for educational institutions—
$199,000 in employee contributions were matched last
year—the program was expanded early in 1980 to include
hospitals, arts and cultural organizations. Employees
also donated more than $2.1 million while the Fund
donated another $1.4 million to 110 United Ways in
communities where Monsanto people live and work.

Equal opportunity programs completed a decade of
progress in 1979 with minorities and women making up
8.4 percent of management employees and 17.6 percent
of professional employees. These statistics indicate
increases of more than 300 percent for minorities and
females in both categories since 1570. While Monsanto
must continue emphasizing affirmative hiring efforts
in the 1980’s, the Company has made real progress
in moving women and mindkities into nontraditional
and management jobs.

Purchases from minority-owned firms topped $23 mil-
lion in 1979. The total number of such firms identified

Left: Contributions to mi=
nority colieges and univer-
sities return long-range
benefits to Monsanto by
increasing the supply of
qualified job candidates.
Monsanto educational
grants totaled $2.7 million
in 1979.

Right: Monte C. Throdahl
(teft in photo). Senior Vice
President, meets with Sen-
ate aides belore testifying
on legisiation affecting the
chemical industry.

as qualified suppliers to Monsanto planis and offices
throughout the U.S. has grown to more than 325,
Monsanto’s deposits in minority-owned banks exceeded
$36 million in 1979,

Monsanto’s participation in important pational
debates included expert tesdrnony in legislative and reg-
ulatory hearings and expanded involvement with state
government units. Shareowners were offered an oppor-
tunity to join a grassroots political action network which
encourages individual cormmunications with elected ofh-
cials. The Monsanto Citizenship Fund, a strictly volun-
tary political action committee for employees, saw its
ranks swell as the coming elections stirred interest.

Chemical risks and benefits—and the need for bal-
anced thinking on these issues—continued as the pri-
mary message of a broad communications effort entitted
“The Chemical Facts of Life.” Monsanto's leadership has
encouraged other chemical companies to take up similar
themes, and an industrywide communications program
is now underway. These initiatives should magnify the
positive results Monsanto has already achieved.

Each of these traditional areas of activity will remain
important to Monsanto and subject to imely innovation
during the 1980's. However, management also wants to
make sure its own eyes and minds are open to new
expectations and opportunities in the realm of respon-
sible corporate citizenship,

During 1979, Monsanto refined an issues management
system designed to aid this effort. The system provides
mechanisms for gathering information and ideas about
emerging social issues, analyzing their impact on the cor-
poration, setting priorities and initiating appropriate
responses. Thus, Monsanto hopes to deal more effec-
tively with emerging issues involving such matters as
how management skills might be lent to improve the
operations of community agencies; how to modernize
the means of corporate governance; and how to provide
an internal climate where each employee can fully
develop his or her own human potential.

A systemn does not guarantee sensitivity, of course, and
sensitivity does not guarantee responsiveness. But when
all three are brought together by the people of Mon-
santo, the Company is assured of remaining a leader in
responsible corporate citizenship.

DSW 021248
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Responsibilities for Integrity of
Financial Data

S

Monsanto Company management is responsible for
the integrity of all inancial data, whether audited or
unaudited, included in this Annual Report. The
consolidated financial statements have been prepared
in accordance with generally accepted accounting
principles consistently applied in all material respects
and reflect estimates by management where
necessary. Whare acceptable alternative accounting
principles exist, as described in the Summary of
Significant Accounting Policies on page 56,
management has used its best judgment in selecting
thase principles that, in the circumstances, reflect
fairly the consolidated financial position, results of
operations and changes in financial position of
Monsanto. All financial information in this Annual
Report is consistent with that in the consolidated
financial statements.

In order to gather financial data and safeguard
assets, Monsanto establishes accounting and
reporting systems supported by internal accounting
contyols. Internal accounting contols are maintained
by: (1) the selection and training of personnei;

(2) a division of respoasibility in all organizational
arrangements; (3) the establishment and communi-
cation of accounting and business policies; and,

{4) a program of internal audits with follow-up, when
necessary, by management. In establishing internal
accounting controls, the cost of such conuols is
weighed against the benefits to be derived.
Management believes that Monsanto's internal

that assets are safeguarded against material loss from
umudnnzedusea'dlsponnmandd\atdleﬁnamal
records are reliable for preparing financial statements
and other data and maintaining accountability for

assets.
As ratified by shareowner vote at the 1979 Annual
Meeting, Deloitte Haskins & Sells, an international

"“We believe that Mon-
santo is positioned to rec-
ognize and seize the op-
portunities of the 1980's ...
particularly regarding
such important humsn
needs a3 enhanced food
production, heaith and
safety, energy conserva-
tion and economic
gowth.'—from “To Qur
Shareawners.” page 6.

firm of independent auditors, examined the
consolidated financial statements contained in this
Annual Report. Their exarnination was made in
accordance with generaily accepted auditing
standards, which provide for a review of internal
accounting controls and tests of a limited number of
transactions. The principal result of this examination
is the expression of an opinion, which appears on
page 69, as to the fairness of the presentation of the
consolidated financial staternents in accordance with
generally accepted accounting principles consistently
applied.

The Audit Committee of the Board of Directors is
responsible for reviewing Monsanto's financial reports
and monitoring the Company's accounting practices.
The membexshipoft.ltComnﬁtteeoonsistsoEduee
non-employee directors. At periodic meetings,
the Committee discusses audit and financial reporting
matters with representatives of financial
management, the internal audit function and Deloitte
Haskins & Seils. The independent auditocs andd the
directar of the internal audit function have full and
free access to meet with the Audit Committee —
with or without the presence of management
representatives — to discuss the results of their
examinations, the adequacy of internal accounting
controls and the quality of fnancial reporting.

Wity gy her

John W. Hanley James J. Kerley
Chairman and Chairman of the Finance
Chief Executive Officer Committee

(Chief Financial Officer)
February 21, 1980
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Financial Review New Motor Vehicle Salss Total New Housing Units
(Dollars in mulions, except per share)

mlilions of units 160 millions of units 2.4

pRe———— ]
Economics of Major Markets

Because Monsanto is a producer of materials

that are supplied to a wide variety of industries,

the demand for its products is influenced by growth
trends in a number of major end-use markets, The
several of these end-use markets for the United States

as well as the overall industrial growth trends in Consumer Spending Textile Mill Production

several of the major world areas outside of the on Goods

ﬁnitai States that are of particular importance to billions of 1972 dollars 00 [ear 1967 =100 150
onsanto. -

For the most part, major U.S. consumer markets of
importance to Monsanto exhibited slower growth in
1979 than in the prior year. In some cases there were
significant absolute declines in volumes, Overall,
consumer demnarnx experienced the lowest rate of
growth since the recession of 1974-75.

For 1979, motor vehicle sales—automobiles and
trucks—declined by 1.3 million units, or 8.4
from a peak of 15.4 million units for 1978. With

consurner purchasing power being squeezed by

inflation and the cost of owning and operating an Nonresidential lavestment Comn and Soybean Acres
automobile escalating rapidly, this sector was
especially hard hit. The situation was made worse for billions o 1972 dollan 150 millions of scres 160

U.S. automobile producers by the fact that
fuel-efficient small cars, offered by Ex-US.A.
manufacturers, captured an increased share of the
U.S. market. The emphasis on lighter automobiles 120
has and will continue to create new opportunities for

lightweight materials—such as plastics—to assist

automobile designers in their quest for improved 110
gasoline mileage. " % T M
Another key end-use market, the construction

of new housing units—both conventional and
manufactured housing units—also experienced a

fall-off in 1979. This decline amounted to over

12 percent and can be attributed to a tightening in

the availability of mortage funds and a reduced

consumer ability to buy and finance new homes. The

underiying demographic demand for housing,

however, remains strong. Furthermore, a personal

preference for investment in home ownership as an

inflation hedge and regulatory changes have made
t}r;issecmrlmvulmbletoemnmniccydut}nnin

the past.

Excluding the declines in the automotive and

housing sectors, real consumer spending for all
goods—after allowing for inflation—exhibited

marginal growth from 1978 levels. Showing

particular strength during the year were such

important end-use products to Monsanto as

appliances, furniture, apparel, carpeting and other

household furnishings. Seeking to minimize the Osw 021251
future effects of inflation, consumers purchased
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products, such as these, with long service lives.

Other unpowrjant end-use markets, such as
pharmaceuticals, soaps and detergents and prepared
and packaged foods also exhibited modest growth.

Textile mill production exhibited a strong growth in
volume of 4.6 percent for 1979, benefiting from the
strength in apparel, carpeting and other home
furnishings markets. The demand for man-made
fibers was more robust, however, because of
particularly strong export markets for fibers and a
reduction in imports.

Nonresidential investment (¢.g., business
construction and equipment) showed a solid gain in
1979, increasing by 5.8 percent—in real terms—over
1978. This sector of the economy is expected to be
particularly strong during the 1980's providing
increasing demand for various Monsanto products.

The agncultuxal sector is relatively independent of
general economic fluctuatons. Of the major crops in
the United States, corn and soybeans historically
have been the most important to Monsanto's
herbicide products. Combined acres planted for these
two crops have advanced steadily in recent years,
averaging nearly a 3.5 percent armual growth rate
since 1975. During 1979. corn acreage maintained the
high level of 1978, while acres planted in soybeans
reached a record.

All major countries of the world with markets of
pu'timla.r importance to Monsanto exhibited stronger
economic growth and industrial performeance in 1979
than did the United States. nusumslmpconm
to the 1975-1978 period when the U.S., recovering
vigorously from the 1974-1975 recession, led the major
industrialized nations in economic growth. As US.
economic growth slowed sharply in 1979, Western
Europe’s economies exhibited some renewed stxtngrh
after several years of sluggish economic
The growth of industrial output in Canada and Japan
is also estimated to have surpassed that of the U.S.
last year. Industrial activity accelerated in Brazil and
Mexico continued to benefit from its increased oil
wealth,

Overall, in spite of a slowing economy in the U.S,,
1979 was the best gmwthyearﬁarmuchdmemtof
the world since the 1974-1975 recession.

Consolidsted Operating Results for 1979-1978
For 1979, Monsanto’s consolidated sales were $6.193
billion—a 23 percent increase over (978 sales of
$5.019 billion. The revenue gain includes the first
full-vear results of two partially owned subsidiaries—
Aiscondel, a Spanish plastics producer and Fisher
Controls Corporation of Delaware. Adjusting for these
factors, the year-to-year sales gain was closer to 19
percent and was almost evenly sphtbetweenh.lghcr
sales volume and increased selling prices

Net income for the year—$331.0 mtlhcn—was the
second highest in the history of the Company and
represented a nine percent year-to-year improvement.
While improved sales volumes and higher
year-to-year selling prices helped to offset some part

U.S8. Industrial Production

1575 = 100

138

Japan Industrial
Production

1975 =100

138

Westarn Europe Industrial
Production

1F75 - 100 11§

1978 = 100 118

73 74 ks 7

*Esumatad

Mexico Industrial
Production

1978 =i00
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of higher raw matenal and conversion costs. two
important contributors to the level of net income
were a higher level of interest income and a
substantially lower effective tax rate for 1979.
Cuarter
First Second Third Fourth  Year

919 ... $1,623.8 51,5268 $1496.7 $1.5453 36,1926
1978 ... ... .. . 813427 $1,185.0 $1.187.0 $1,304.0 $5,018.7
% Change ..... 20.9% 288% 26.1% i85% 234%
Net Income
1979 .......... $ I618% 59538 993 108§ 3310
1998 .......... $ 13573 7618 483 4408 3026
%Change ..... 192% (218)% 1113% (75.5)% 94%
Earnings per Share
Primary
1979 .......... $ 4443 16485 2738 0308 9.11
1978 .......... $ 3718 2098 128% 1218 829
%Changs ..... [9.7% (21.5)% 1133% (732)% 9.9%
Fully Dilated
199 ..., $ 4405 1635 2705 03035 903
1978 .......... $ 3673 2073 127§ 1208 421
% Change ..... 19.9% (213)% 11246% (75.0)% 1i0.0%

Primary earnings per common share for 1979 were
$9.11 while fully diluted samings per common share
were $9.03.

For the year, Monsanto’s net income and earmings
per share were affected severely by the absorption of
costs associated with the closing of some of its
unprofitable businesses and the restructuring of
others. The closure of Monsanto’s European nylon
operations and the impact of a planned retrenchment
in Spain by Aiscondel that has been submitted to
governmental authorities for approval resuited in
charges to 1979 net income of $53.2 million—equal to
$1.47 per primary share.

The quarterly pattem of sales in 1979 was
somewhat different from the pattern exhibited in
recent prior years. The sales of the Company's
principal crop protection chemicals are seasonal in
nature and, as a result, they are concentrated in the
early months of the year. Because of this, Monsanto's
first-quarter sales are the highest of any of its
quarterly reporting periods. For 1979, sales for the
second and third quarters declined—as is the
Company's normal pattern—but sales for these
periods of 1979 were stronger than normal because
our custorners stepped up purchases in anticipation
of sales price increases resulting from the rapidly
rising costs of raw i irnarily
petrochemicals and their related products. Fourth-
quarter sales, while higher than the prior two
quarters, reflected some softening of demand as
customers—primarily, in automotive production
related businesses—reduced purchases to work down
inventory levels toward the end of the year.

The strong first quarter herbicide sales
performance was supported further by physicai
volume gains from most business units. Sales
volumes were up by 15 percent over the first quarter
of 1978 with selling prices up a modest 6 percent

4

Net Sales

Net [ncoms
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over the same period of 1978, The first quarter N
witnessed strong export sales as well as an P::c!::co o“:"sixu
improvemnent in the performance of businesses
operated outside of the United States. In spite of the
improved level of profitability from most operations
outside the United States, losses continued from
nylon operations in Europe and from Aiscondel in
Spain.
Second-quarter sales gained 29 percent over the

same period in 1978, Volumes continued strong and
were up by approximately 18 percent over the second

quarter of the prior year and prices—pushed by
escalating raw material costs—were up some 11
percent. Overall second-quarter results from

operations were strong. The financial results were less
satisfactory because of the impact of the decision to
ciose the European nylon operations which resulted
in a charge against second-quarter net income of

$42.7 million or $1.18 per primary share. Net Income—

The third quarter produced a significant g‘“"’l“":“’"‘l‘
year-to-year sales gain of 26 percent. Volumes gained Equity
almostnunpememandselhngprm—-dnvenby
rising raw rnaterial costs—increased approximately
17 percent. Sales of basic commodity chemicals, the
continued growth for Roundip herbicide and strong
demand for various speciaity chemicals provided the
impetus for the fine third quarter. Net income for this
quarter was impacted favorably by the reversal of
deferred income taxes of $16.8 million or $0.46 per
primary share as a result of a change in UK. tax
laws.

For the fourth quarter, sales gains of almost 19

percent were achieved. Volumes were impacted by
inventory correctians of many customers. This
resulted in an unplanned build-up in inventory at
Monsanto plants. Products for the automotive and
residential construction businesses in the United
Statcswerepaxm.darlyhardhnandhuhfeedstock

in this period were the establishment of a reserve for
the planned closing of a portion of the Aiscondel
operation in Spain and the maxi-devaluation of the
Brazilian cruzeiro. Fourth-quirter 1979 operating
resuits also include the effects of yearend changes in
accounting estimates—principaily of the provision for
LIFO and the adjustinent to a final effective tax rate
for the year. The higher LIFO provision decreased net
income by $8.1 million whereas the lower effective
tax rate increased net income by $12.3 million.

Analysis of Change in

Primary Earnings per Share

The year-to-year gain in 1979 sales volume and the
higher year-to-year selling prices were mare than
offset by higher raw material costs, higher
nonmanufacturing expenses and hi costs

in all other areas of the business. impact of

the closure of the European nylon business and the
planned restructuring of Aiscondel are reflected in the
higher other manufacturing costs. Higher other

OSW 021254
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income results from a higher level of interest income
and improved profit results from most Ex-US.A.
affiliated companies represented ‘pluses’

to income,

A lower effective tax rate—1979 vs. 1978—had a
major impact on net income. The lower rate was
attributable primarily to a lower U.S. statutory rate,
a higher level of DISC credits because of increased
exports from the United States and a change in the
United Kingdormn tax laws that had the effect of
reducing deferred income taxes.

The net effect of all of the above factors was an
increase in primary earnings per share of $0.82 from
$829 for 1978 to $9.11 for 1979,

In contrast to 1979, the year-to-year gain in 1978

sales volume and higher year-to-year seiling prices
wmnmthanmﬂiuenttoo&et}nd'ﬂ:'a}v

expenses.
manufacturing costs was the favorable impact of the
$020 per primary share gain on the sale of the high
density polyethylene business in 1978 versus a $0.55
per primary share adverse impact in 1977 for the
shutdown costs and write-down of investment
regarding Cycle-Safe containers. Other manufacturing
costs for 1977 also included a $0.39 per primary share
charge due to terminating or divesting certain
product lines. Interest expense increased in 1978 as a
result of additional borrowings in the United States.

Increase (Decrease) in

Primary El.mmp
— perShare
197y 1978
1978 w1977
Operaring Income:
Sellingprices .............covvvunnnn $9.18 $178
Sales volume and productmix .....,.. 318 030
Rawmateriaiprices ............0000s (3.02) 0.19)
Other manufacturingcosts .. .......... (4AL) 0.79)
Start-upcosts .. ...oe.iiaiainiiienns (0.109 022
Nonmarufacturing expenses . ......... as) (0.98)
Increase (decresse) in
Income ............... 208 §0322
Other Causes: T
Interestexpense ...........cc0000enn $(0.30) $(024)
Other income credits—oet ............ 101 048
Effective tax rat® ........coonvvnennnes 18 (0.02)
Sharesoutstanding .................. 0.04 0.09
Increase from Other Causes ......... $ 290 $ 051
Netincrease ..................n. son $083

This, plus a higher effective tax rate—which reflected
contimnied losses in certain o

outside the United States that could not be tax
effected—resulted in an unfavorable impact on
earmings. The net effect of these factors was an
increase in primary earnings per share of $0.83—from
$7.46 per share for 1977 to $8.29 for 1978.
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Agricuittural Products Agriculture

Operating Bl Products Net Sales

Sales  Income = Assets

1T 74 38399 $328.8 $6602
1978 e 7344 3038 629.0
977 e 6540 2743 5794
1976 o 5732 2420 4634
1978 5474 2556 76

For 1979, Monsanto Agricultural Products Company
continued to record solid sales gains with an increase
of 14 percent over 1978. Operating income increased
eight percent 1979 vs. 1978. These results were due
primarily to the contirmed expansion of the sales of
the herbicide products of this operating unit.

The year's major growth was exhibited by
Roundup herbicide. Roundup is a post-emergent,
non-selective herbicide that controls a broad

spectrum of problem weeds. Since its introduction in Chemical

1974, Rowordup has been widely accepted with g"'l::"m”“
cmtmually expanding uses being developed. Markets

for Roundup are international in scope with more
than half the sales coming from outside of the United

States.
Roundup herbicide exceeded the company's
expectations with continued sharp sales growth N Petrochemicals
- during 1979. This rapid growth has been accelerated W Process Chemicals
by a very intensive marketing effort designed 10 N Eostomaen

develop the product’s worldwide market potential as
quickly as possible. This intense marketing program
should assure continued profit growth during the
decade of the 1980's.

Lasso herbicide continued to be the largest-selling
herbicide in the United States for the control of the
many grassy weexds that cause cultivation and
harvest problems in corn and soybean farming. As a
mdt[ammnamedtl:&)lhrsalal eader for the

i turaleductsCompanyforl

Avadex herbicide—a product used to control wild
cats in small grain, wheat, and sugar beetﬁelda—
gmmdammrdsalesga.inasdad Machete—the
company's rice herbicide.

Sales of other products—including insecticides,
nitrogen-based fertilizers and blasting products and
swine breeding-stock-—continued to perform up to

expectation.
Chewical Intermediates
Operuting otal
Sales Income Asaets
11 7 $858.8 $1153 SLL4
1978 e $232 751 8498
1977 e 520 1280 7359
1976 .. 4982 156.7 6111
1978 . 4262 1059 4504

Intercompany sales macde on a market basis were $151.9, $1163,
$129.5,$117.2 and $1002 for 1979 through 1975, respectively.
Far 1979, Monsanto Chernical Intermediates
Compa.nyrwm‘dedmbest-eversalesyurmthnlu
increasing by 64 percent over 1978 levels. Operating

OSW 021256
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income—while not a record—increased by 54 percent
on a year-to-year basis. The Chemicai Intermediates
Company is the primary supplier to other Monsanto
operating umits.

The demand for i industry’s
basic chemical ‘building blocks’—led the sales gain
with a yearto-year dollar sales increase of 1029
percent. Shipments of acrylonitrile were strong and
volurnes were up significantly. A new plant at
Teesside, England, became operational at mid-year.

The petrochemical plants operated lthlghlevelsof
capacity throughout the year. This—together wi
successful man cost reduction
pmgnns—hdudtoumdamznmdwrkhgmm
material costs.

Sales of process chemicals increased 194
during 1979 and cil and gas sales grew by 101
percent.

Construction continued on an expansion
aimed at assuring a reliable long-term supply of raw
mmumhamihdﬂmb'muxmnmmxkandht

ip with Conoco Inc—with completion
sﬁuhhd&rﬂm&nnhqnnuwfwﬂkannmu
than double the cutput at Monsanto’s existing
Chocolate Bayou plant near Alvin, Texas. The
agreement with Conoco will also provide Monsanto
with additional feedstock security when a new
refining unit at Conoco’s Lake Charles plant is
completed in 1981.

Gas and oil revernues from production and
exploration were up on a year-to-year basis due to
price increases. Volumes were lower due to lower
year-to-year demand for intrastate natural gas.

B Rubber Chemicals
A Plasticizers
A Electronic Materials and

Industrial Chamicals
Dal
Saies Income Assets
1979 L oiieiiraiirrenrnnns $13138 $202.1 $984.1
[0 7/ S 1,290.1 2187 8494
1977 i 1,1564 2119 7503
1978 e veeiiii i 1,108% 0.1 6519
1975 oot 3486 1869 5122

Intercompany sales mace oo a market basis were $44.1, 52&.0.
$24.0,322.9 and 519.8 for 1979 throaggh 1975,

Continuing its trend of the last eight years, Monsanto
Industrial Chemicals Company set another new sales
record, recording strong increases across its broad
pmductspecmnn.l’m'lm sales increased 17
percent over 1978, Operating income, however, was
downapememﬁomthelcwlddnprn‘yur

Higher mamfacturing and raw
material costs—offeet only by increases in
prices—were the principal responsible

for the decline in yearto-year operating income.
Sales of detergent and phosphate products

increased 15 percent over 1978, as sales of sodium
tripolyphosphate, hmrn]kylbenmneandsodnnn
nitrilotriaceta’ detergent producers were

Industrinl $1800
Chemicals Net Sales

1500

1200

W Detergents & Phosphates 1000

N Specialty Chemicals
600

Environmental Systems
300
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1978 but net income was affected adversely by the
mgmﬁcz;nt devaluation of the cuzeiro.

For electronics, significant volume growth was
achieved for silicon polished wafer products as the
demand from the semiconductar industry continued
unabated. The divestiture of the III-V Materials
and Devices business was completed successfully
in early 1979.

Worldwide dollar sales of plasticizers for 1979 were
up 22 percent over 1978 as sizable increases in selling
prices were implemented in response to the
increases in raw material costs. Sales demand for

Santicizer 160 and 711 plasticizers remained high.
Strong exports and strong sales for Ex-U.SA.
plants plus increased penetration in the U.S,

offset the drop in U.S. auto production and housing
demands,

Specialty and nutritional chemicals sales were up
10 percent as demand held for a broad range of
products. Sales of rubber chemicals increased 14
percent over the previous year due primarily to
higher exports and Ex-US.A sales. Exports to the
Pecple's Republn:of(}unaandEasmemUpe
showed strong gains.

Activity in the sulfuric acid plant construction and
catalyst market accelerated in 1979. Monsanto
Enviro-Chem Systems, Inc. received five new
contracts for plant construction.

Plastics & Resins

Ttal

Sales  Income Aseets

1979 .. ieiieiiiaa 514142 $ 9% $11107
1978 .. 12238 575 10882
1977 e e 11112 763 891.9
1976 ... 1,0187 1008 7529
1978 e 7683 419 6779

Worldwide sales for the Monsanto Plastics & Resins
Company for 1979 were up 16 percent over the
previcus year but operating income declined
significantly. A primary cause of the decline in
hmmewastherapidlyumngnwmta’nlm
which were only - higher prices for
products. Inaddntkmpm:dms the planned
mngofm:mnddmdhadmﬂardem
to close another small wholly owned plastics
fabricating business adversely affected operating
income. The financial results of these entities are
consolidated with the Plastics & Resins Company.
Strong economic conditions in the first three
quarters of the year increased demand for plastics
and resins in construction, durable goods and the
automotive sectors of the economy. By the end of the
fmnhquam recessionary factors caused inventory
corrections by many customers resulting in a
significant drop in shipments and only modest
year-to-year volume gains for most products.
Lustran ABS anxd SAN plastics, Monsanto's largest
selling plastic products, completed another record
sales year. Accelerated technical programs resuited in

Plastics & Resins
Net Sales

B Plastic Materials
B Resin Products
8 Fabricated Products

$1500

1250

750

g

g

O3Sk
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the introduction of several new molding grades of
ABS with applications for small appliances,
homewaruan:lwy:

Lustrex polystyrene sales grew during 1979. Raw
material shortages throughout the year kept Lustrex
in relatively shm'lmpply Selling prices kept pace
with cost pressures.

Sales of Monsanto's Forme-Cor insulation board
continued strong in 1979. A slowdown in the
automotive headliner market was offset by greater
consumer interest in the energy-saving potential of
Fome-Cor in home improvemnent and marufactured
housing uses.

Rapid customer acceptance of a new “high

Textiles Neot Sales

productivity® resin and strong market demand
contributed to a record level of sales of Vydyne nylon
resins.

Monsanto retained its leadership position as a
supplier of polyvinyl butyral interlayer to the
larinated glasnmrk:tul979salﬂoESaﬂa

interlayer set a record. North American automotive
demand slowed during the latter part of the year but
European automative demand remained steady.

Textlies
‘Dtal
Saies [ncome Assety
1979 ceir i iinniiernnsnenns $1,0604 $168.7) S$10227
17/ SN 9632 292) 103501
977 e 8843 (3%90) 10112
1976 . e, 8535 (12) 475
1975 e 7472 uxn 8122

Despite an |1 percent sales gain over 1978, Monsanto
Textiles Company suffered a substantisl loss for 1979.
The loss included a non- of $77.4
million o provide for the costs associated with the
closure of the European nylon operations.

Over and above this factor, however, spiraling raw
material and other costs more than offset higher sales
volumes and selling prices and exerted continued
pressure on profit margins during 1979.

Nylon carpet staple fiber demand remained firm
throughout 1979 and market share was
Sales of Monsanto's soil- static-free Ultron
carpet fiber grew threefold excellent
consumer acceptance of this fiber, Carpets of Ultron
nylon are now eligible for a full five-year consurner
warranty under Monsanto's Wear-Dated program.
Higher cost raw materials supplied to U.S. operations
from Monsanto’s own facilities in Exrope severely
. pcnahzed the 1979 reported performance of the nylon

us. saluofacrylicﬁbu‘-—uweilnexmﬁnm
U.S. plants—remained strong. In Europe, however,
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ucalateclramdlydm'ingtl:tyear Price increases did
not fully recover cost increases because capacity :l‘:th;:ﬁ:um
utilization eased in the second half. Consequently, all

pmducasmm“

Monsanto'’s ambi quality improvernent
wmmtﬁdlymhzedandzhﬁmhalmpacted
results for 1979,

Major capital investment commitments were made
in 1979 to position two fiber businesses for increased
profitability. Nylon carpet spinning capacity will be
raised and overall product cost reduced with an
expansion, which incorporates the latest spinni
technology, at the Pensacola, Florida, plant Work is
also underway to build Bidim manufac

fcilities at gm’e:mdk'bf@m wl“h“ 0 TR
engineering c can aggressi

B:dmutl(!)pementpolymnon-mvanp!gim

designed for road construction and repair, railroad

track beds, drainage systems and erosion control.

Fisher Controls
Operating Total
Sales Income Assets
919 i $496.7 444 $353.3
1978 et 2842 E75] 2025
L 7 1 2635 e 1817
1976 .. ..o 2108 243 1486
1975 e 1863 204 1374

F:slu'CantrolsCorporaumchehwmmurded
sales of $496.7 million and operating income of $44.4
million, This subsidiary was formed early in 1979 as
Eorsﬁtcfhd:wmbiningdﬁshsmdl&
pany, —a wholly owned subsidiary
Monsanto—and segments of The General Electric
Company Limited fcfthc United Kingdnmdo “ﬂi;lz;nd
ungxnmnmorpmym ot
former GEC segments of the new subsidiary formed
in 1979 because this is treated as a purchase of assets
by Monsanto.
The year 1979 saw Fisher positioming itself for the
future as it took time to evaluate its facilities, product
technology and organization. For the first full year of
merged operations, sales reflected reasonable growth
bmopemﬁngmw:dimpmdbzn:imwde
labor dispute in the United Kingdom
decision to close 2 mamifacturing plant in that
Sa?gofﬂ!cmndvnlvumumln
1979 were strong in North America despite being a
year of reduced contract business. The year was
c}mractmzadbythe!ﬂd:utleveiofadusfcr
standard products in Fisher history, Output of rotary
valves—used in viscous slurry applications, such as - -~
pulp production—mare than doubled. The gas
regulator business enjoyed a continued resurgence as
residential and commercial structures switched to
natm-ulguheanng.SaladmnlvnlvumEmupe
were affected adversely by the United Kingdom labor
dispute. Process controls instumentation sales in
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expeclatimsdmpnmmﬂ to low order intake in the

US. and to the strike in the UK.
imtemational Operations
United States
Net Sales
Cutside Inter Opu-dn; Dl
Customers _ Arem" Assets
1979 ... $4.237.7 4810 s.uu $3.5003
1978 ...... 36311 382 630.7 32649
1977 ... 34095 3179 614.1 30304
Europe-Africa
Net Sales
Qutside Opu'ldna Toal
Custorners Am' Asets
199 ...... $1316.4 $ 433 S(Ql) $1,1983
1978 ... .. 8482 569 152 11477
1977 ... 7060 434 85 9108
Canada-Latin America
Net Sales
Quside Interr  Operating Total
Custorners Area*® Income Assets
1919 ...... $ 4051 $ 45 $ A7 $ WS
1978 ...... 31858 17 100 3086
1977 ...... 3526 15 119 2709
Asla-Pycific
Net Sales
Outside intee Opernting Total
Custorners Area® Income Assets
1919 ...... $ 2132 $ %2 s N3 $ 1810
1978 ...... 1836 237 105 1544
1977 ...... 1264 15.1 70 1149
U.S. Export Sales to Outside Customers
Canads-
Burope- Latin Axla-
Africa __America Pucific Towl
1919 ...... $ 587 $1T24 1783 $ 4064
1978 ...... 732 1016 1353 310.1
1977 ..... N 4946 149 639 2484
*These sales are made ‘st magket.”
PFercant
Increnss Parcent
Sales 1979 1978 (Decrenss) of 1979
United States . ........ $SAOTT 534311 167 % &B4%
Europe-Africa ......... 13164 8482 552 213
Capads-Latin Americs . .3 3858 58 (1]
Asis-Paciflc . .......... 33 1536 5ns s
Wral Conaolidased ... 34,1904 350187 234 1000

UnitedStates ......... § 3483 $ 6307 (13.10% 11286 %
Europe-Africa ......... (52.6) 152 (108)
Capada-Latin Americs . a7 100 (63.9) [+ ¥ )
-Pacific .......... N M3 105 1333 50

Eliminations and

Unallocated Corporate

Experses ........... 3109 (4.0 (1.6)

tal Congolidated ... § M89 § 6317 229 1000
Monsanto’s operating companies have worldwide
profit responsibility. This international section,
however, provides another perspective of the

@
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Company's worldwide operations. Monsanto's

markets outside of the United States grew at a rapid

rate during 1979 amxi were served from

U5 For the s B G e o pide o he
. For the year, Ex-USA. i ing exports

glt.)s:::U.S.ap;ldlanu—tcmndd?SZbdhm' i l'narkthe for the
time represented 38 percent of

Company's consolidated net sales.

Exports of products manufactured at plant
locations in the United States reached $406.4 million
for [979—an increase of 31 percent over 1978% results.
Exparts were aided by both the weakness of the U.S.
dollar and the lower costs enjoyed by US.

i y for petroleum-based
imermediate materials. Sales of products produced
and sold outside of the United States also improved
significantly and reached $1.5 billion—an increase of
42 percent.

For 1979, Monsanto’s net loss from its Ex-US A,
operations decreased m&b:tannally despite the costs
associated with closing Company's European
nylon operations and the provision for the plarmed
restructuring of Aiscondel. The improvement was
a result primarily of price and wolume gains, but
it also reflected turnarounds to tability by
several Ex-USA businesses the beneficial effects
of divesting certain unprofitable operations in 1978.

Sales by Product Group
b8 7, 1978 1977 1976 1975
Products:
Herbicides, Insecticides &
CtherProducts ,.................. PO $ M9 $ 74 3 6540 $ 5732 $ 5474
Chemical Intermediates:
Petrochemicals ..................ccovvevennnns 585.1 2884 2865 2840 2305
Process Chemicals ................cc00vvnnnn.. 1921 1609 1545 1472 1372
Oi & Gas Production
and Explaration ..........o.oiiivineniiniss, 814 739 808 670 5858
k. 1 485 3114 28835 2795
31s 324.1 293.7 2549 2063
293 2556 288 1990 724
Plasticizers ... ...ttt 2782 2281 2037 1860 1587
Electronic Materials and Chemical . .
& Environmental Systentts .............0000.. 194 1338 1188 1802 1317
Plastics & Resins:
Plastic Materials .......ocoivniviivinnnsanenns. 92 61.1 5899 5144 3605
Resin Products .......ovuvviiiveivieeinanniss 4047 3552 3211 2915 235
Fabricated Prodacts . ... .vvveeociveiinisenn, 2103 2073 2002 2128 1843
Man-Made Fiberw . .....oocoviiiiiiininnnn.nnss 10694 9632 8843 8535 7472
tal Operating Companies .................. 56919 4745 43279 40522 34377
F:sh:l: Controls:
Valves, &
Elmwmﬁm(:mmk ................... 4.7 2842 2635 2108 1863
Total Operating Companies
and Fﬁu‘mc‘znuuh .............. eeneisen 61928 50187 45914 42630 36240
Cycie-Safe CoMaingrs ..., ....c.co.vivvnrannnnnnnn 3.1 72 0.7
Total Consolidsted ...........cov0iervnnnn. 36,1924 50187 $4.504 5 $42702 $3.6247

Cycle-Safa, an operation terminated in 1977 (sce "Legal Proceedings® in Notes to Financial Statements) had operating losses of
551.9: $43.4 and $35.8 for 1977-1975, respectively.
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Major Opersting Expenses
Monnntosavmgepmchmprlufwfeedstodrs&r
operations increased approximately
42 percent—I1979 vs. 1978—and the total price of
purchased raw materials—on a yearto-year
basis—increased by 36 percent.

On the same basis, the costs of energy and utilities
increased at an approximate 29 percent rate.
conservation programs that were indtiated in 1973
continued to reduce our energy consumption rates
which are down 22 percent since the inception of the
program. If these programs had not been put into
place, Monsanto’s cost of would have been an
estimated $141 million higher for 1979.

Wages, salaries and employee benefits were up 16
percent and related payrol] taxes increased by 22
percent for 1979 as compared with 1978.

The higher level of expenditures ﬁ:;smperty plant
andeqmpmcntmmtyennruul
depreciation and and maintenance.
Depreciation increased by 11 percent for 1979. Repairs
and maintenance were up 16 percent while

percent—reflecting the higher level of business
activity in the operating companies requiring
additional leased facilities. Research and
development expenditures were up 20 percent
reflecting both inflation and the Company’s
continuing commitment to R&D programas.

199 1978

Purchased aw matertals ............ 23432 51,5384
Purchasedenengy .............oc000e 4847 3752
Depreciation .........convvivenenes 949 2855
Repairs and maintenance ............ 4034 3495
Research and development ........... 173 1443
Wages, salaries and employee benefits 15203 13181
INCome .......cuvvvniiiiiiiinians 150.1 2733
Payroll .......ooviii i 973 80.0
Propertyandother ................ 4 £53
Remts . .oivii it iiiiaeicannns 622 4.9

Income taxes for 1979 were down significantly from
an effective tax rate of 47.5 percent for 1978 to 312
percent for 1979. There were severnl reasons for the
significant decline, including 4 feduction in the
statutory U.S. rate. In the United Kingdom, a recent
change in the tax laws served to reduce the provision
for income taxes by $24.5 million, which includes a
$168 million reversal of previously deferred taxes.

Also, substantially improved export vohmme led to a
higher level of DISC credits.
Forelgn

foreign currency transactions and the translation of
Eordgncmyﬁmnmnlmwmuby $321
ual to 88 cents per primary share. This
compares with $32.5 million and 89 cents per
primary share for 1978.
The Company reports its gains or losses resulting

50
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from foreign cirrency transactions and trapslation of
ﬁnamalmmumudunmmmdin&mﬂm

to the Financial
StandardsBcardsShtementNosmsmm
requires tworkmgcapml (excluding inventories)
and long-term debt be translated into U.S. dollars
from foreign currencies at current exchange rates,
Inventory and property, plant and equipment are
translated using historical exchange rates. According
to Statement No. 8, the effect of changes in exchange
rates must be charged immediately to earnings.

As is evidenced by the Suctuations in the
Company's reportad gains and losses from quarter
toquarterandascompuvdwnhlnst
(see "Quarterly Financial Data (Unaudxted) in Notes
to Financial Statements), the US. dollar has not
experienced a steady decline but it has suffered the
vagaries of an uncertain marketplace.

An analysis of the losses that were incurred by the
Company will aid somewhat in an understanding of
this problem. The major portion of 1979's losses were
generated by the devaluation of the Brazilign cruzeiro
and the Argentine peso. Due to the twin impact of
the high costs of botrowing in these countries plus
the lack of any meaningful local long-term debt
capital, Monsanto’s operations in these countries are
heavily financed with dollar-denominated loans.
Accordingly, Monsanto has a net exposed asset
position while, in most other countries in which it
operates, it has a net exposed liability position. A net
asset position, under conditions of a devaluation of
t!rlocala.mncy,mdt.smalou Devaluation is a
“fact of life” in these two countries where extremely
high inflation rates and regular devaluations are costs
of doing business. According to Statement No. 8,
these costs must be reported as a part of foreign
currency gains or losses. The price increases that
should recover these costs are not reported, however,
as a part of foreign currency gains or losses. As a
consequence, the reported forei exdungelomm
higher than the net economic
dcvaluanomontheCompmysumme
Bmuhanﬂnmrhoimdﬂ'u:flmh

government a
ton' of the cruzeiro. Obvhulythhhasnotyetbeen
recovered in pricing. The effect on the Company of
this “maxi-devaluation® was approximately $9.8
million, which amount is principally reflected in cost

19 1978
Cost of Other Cost of Other
Goods Sold Income Total  Goods Sold Income Dotal
transiation of Ex.USA subsidisries’
financial statementts .................... $(23) ${112.9) 8.5 59 $(21.8) Q27D
Translation of foreign currency financial
statements of affilisted compsnies ... ..... 3 23 (14.1) {14.1)
Forward exchange contracts .............. 6.5 68 135 135
Before-tax (louses) . ......oivnciienaienins 2y ${40) (26.9) 369 24 283)
Related come taxes . ........coe0nnuens _82 @2
Aftertax (loases) .. ... ..o $(32.1) $(325)
51
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of goods sold. Currencies other than the Brazilian

cruzeiro and Argentine peso had much less of an gi;.h:ﬁmm and e
impact on 1979 than was the case for 1978. Depreciation

The Company's forsign currency risk management Expense 30
program—which was adopted in late 1978—resulted
in hedging gains. These gains are the result of %0
forward foreign exchange contracts that were entered
into to offset the Company's exposures to foreign B Capitai Expenditures hros

currency losses Hedgmg South Amencan exposures, B Depreciation Expense
however, is prohibitively expersive and was not

undertaken. m
The Financial Accounting Standards Board has
concluded tentatively that Statement No. 8 is in need 150

of major revision. The Company is supportive of the
Financial Accounting Standards Board’s plans to
modify Statement No. 8 and hopes that the 0
modification will provide a more accurate reporting
of operating results while continuing to recognize the

risks of investments outside of the Unitad States. Earnings per Share 31200

Capital

Worldwide capital expenditures for 1979 were $565.9
million—I8 percent higher than the 34799 miilion for
1978. Expenditures in the U.S. were $434.7 million—
77 percent of the total—while the expenditures
outside the U S. were $1312 million—primarily in the
Europe/Africa area.

For 1979, the largest percentage of capital
expenditures-—as well as the largest year-to-year
increase in such expenditures—occurred in the
Chemical Intermediates Company. Major expendi-
tures included continuing construction at Chocoiste
Bayvou on the joint venture project in which Conoco
is our partner, oil and gas development and several
significant cost improvement projects. Major project
capital spending for the Industrial Chemicals
Company included capacity expansion for silicon
materials in the United States and completion of a
plasticizer plant in Brazl. Plastics & Resins
Company’s principal expenditures were the capacity
expansions for Saflex polyvinyl butyral interlayer at
Ghent, Belgium, and in the U.S; and the capacity
expansion for Lustran ABS/SAN plastics at Antwerp,
Belgium. Compared with 1978, capital expenditures
for Monsanto Textiles Company were up as capacity
expansion for nylon staple and a new manufacturing
plant for Bidim engineering fabric got underway.

Financial Position
Monsanto's financial position remained reasonably
strong with a cash position that appears adequate for
current operational requiremnents. Working capital
—current assets less current liabilities—remained at
virtually the same dollar level as at the 1978 yearend
but the current ratio was reduced from 25:1 in 1978
10 2.2:1in 1979.

Net property, plant and equipment was increased
by $213.0 million. The year-to-year increase
n:prcsented capital expenditures of $565.9 million
offset, in part, by depreciation and other reductions of
$352.9 million. Long-term debt was reduced by $21.0
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1979 1978
Workingcapal ... $1322.7 512957
Net property, plant and equipment .. .. .. 28178 2.604 8
Long-termdebt ...... ..., R, 1202.8 12235
Other assets (liabilities)—net ... ... . ... (136.2) (97.6)
Sharecwners equity ................. 32,7818 325794
CUTent ratld ... ..o v, 22:1 251
Debt-to<apnalization .. ....... e 02% 322%
[nterest coverage (times) . ....... ... ... 49 66
Return on average shareowners’ equity . .. 12.3% 122%

million. This resulted from debt repayments of $933
million offset, in part, by an additional $22.5 million
of pollution control industrial development bonds
and other new financing of $49.8 million.

At December 31. 1979, Monsanto's long-term
debt represented 30.2 percent of total capitalization.
Debt retirements scheduled for the next five
vears—1980-1984—total $278.5 million.

Dividend Payments
Common stock dividends paid in 1979 amounted to
$120.7 million-—~the equivalent of $3.35 per share and
a $0.175 per share increase over 1978. Effective with
the second quarter payments in 1979, the Board of
Directors increased the quarterly dividend from $0.80
to $0.85 per share. The dividend has been increased
in each of the past seven years and has been paid
quarterly—without interruption or reduction—since
1928. The dividend yield on the average price of
Monsanto common stock—based on year-end prices—
was 6.28 percent for 1979 and 6.08 percent for 1978.
Preferred dividends amounted 10 $0.5 million
for 1979—equivalent to $2.75 per share, Quarterly
dividends of $0.6875 per share have been paid

regularly since issuance of the preferred shares in 1969.

Cormmnon Stock Dividends per Share
Quanter g9 1978
First .o $0.80 $0.778
[1F L] 0.80
088 0.80

o8 080

$3.38 33178
Stock Prices
Common Stock Prices 1979 1978
Quarter High Low High Low
First ...................... $32v: 348 $57Th AN
Second .................... S48k  46% 564 46W
Thrd ... ... ... .. 60V 4% 59% 49%
Fourth .................... 62 3 60% 47
Caonvertible Prefermed Stock Prices

1979 1978

Quarter High Low High Low
First ... ... .. ..., 87 52 358  $%0%
Seqond 9% 82 0% S51%
Third . ... . 64 5TV a6 55
Fourth “u 62 66 53

Dividends per Share

$6.00

5.00

4.00

Common Stock Prices

= At December 31
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Operating Company Data

Operating Depreciation Research
Net Income Total and Caputal and
Sales (Loss) Assets  Obsolescence  Expenditures  Development
1979
Operating Company:
Agriculturai Products , 3 8399 33288 3 6602 § 384 $ 434 $ 296
Chemical Intermediates . ... ... 858.6 1158 1,123.4 T64 222 21.9
Industrial Chermicals . ... . .. 15138 2021 984.1 ki B 126.7 399
Plastics & Resirs . .. .. 14142 96 L1107 780 914 327
Textlles ... . 10694 (es.n lon.7 1384 $9.1 30.1
Total Operating
Cornpanies $.695.9 4873 4,901.1 a3 8430 1542
Fisher Controls . .. 496.7 4.4 3833 3.1 18.9 193
Total Operating
Cornpanies and
Fisher Controls 61926 $3L7 52544 4114 561.9 1738
Eliminatdors ... . .. ... ... .. . (8.2)
Unaijocated Corporate
Expenses . .. ... ... ... ...... (36.6) 13
Total Operating 61926 4869 5,254 4 4127 5619 173.8
Income 58
Nonoperating amets . .. .. _ 284.7 _ 4.0 .
Total Congolidated . . 56,1926 1.1 3353.1 $4127 3$565.9 $173.5
1978
Operating Company:
Agricultural Products ....... ... 3 7344 $303.8 $ 6290 $ s $ 575 5 269
Chemical Intermediates ... .. ... 5232 75.1 849 8 362 1857 158
Industrial Chemicals ........... 12901 2187 B49 6 611 882 340
Plastics& Resins ..., .......... 12236 576 1,0882 695 9159 291
Textiles .. ... ... .. 963.2 (29.2) 1,050.1 806 45 250
Total Operating
Companies . ............... 47345 6260 4,466.7 2820 4678 1308
FisherControls .................. 2842 37.0 2025 5.1 90 135
Total Operating
Companies and
FisherControls ........... 50187 663.0 46692 2871 47638 144 3
Unallocated Corpora;
Expenses ... ................ (313) 12
Towai Operating ............ 50187 6317 46692 2883 476 8 144.3
Income charges—net . ............ 554
Noroperatingassets .............. 3665 k8]
Total Consolidated ......... $5.018.7 $5763 $5.035.7 $2883 $4799 $1443

The principal product lines included in each operating
company are shown in the “Sales by Product Group” data on
page 49. Total sales berween operating companies (madeon a
market basis)were $229.7 and $165.5 for 1979 and 1978,
respeciivelv. These sales were not significant for any cperating
company excep1 Chemical Intermediates (3151.9for 1979 and
$116 3 for 1978) and Industriai Chemicals (344.1 for 1979 and
$26.6 for 1978).

Unusual or no charges or credits to operating
income in 1979 and 1978 were as follows: Textiles operating loss
for 1979 included a charge of $77.4 relating to withdrawal from
the European nvlon business; Ptastics & Resins operating income
far 1979 inchuded charges of §$12.1 relating to the shutdown of a
plastics business and $15.6 for the planned cloging of certain

product lines of a Spanish subsidiary; and Plastics & Resins
operating income for 1978 inciuded a credit of $10.1 from the
sale of the high density polvethylene business. The Fisher
Controls amounts for 1979 reflect the operations of a new
corporation formed by Monsanto and The General Electric
Company Limited, as further described under “Business
Combinations” in the Notes to Financial Statements.

Profit derived from intercompany saies is the principal item

reflected in eliminations in arriving at the consolidated totals.
Certain corporate expenses, primarily those related w0 the overall
management of the Company, were not aliocated to the
operating companies. Nonoperating assets principally include
cash, short-term securities, time deposits and investments.
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World Area Data

Net Sales O‘xmmg
Quiside Inter- Income Total Caputal
Customers Area {Loss) Assets Expenditures
1979
United States . $42377 $451.0 $548.3 $38403 $430.7
Europe-Africa .. ................. 13165 653 (52.6) 11983 96.9
Canada-Latin Ameriea . ... .. .. . L 405.1 45 a1 300.5 268
Asla-Pacific . 2332 262 4.5 181.0 75
Eliminations .. . (547.3) (0.4 (265.7)
Lm]locntedCorponuEm (36.6)
Total Operating 61926 — 486.9 $.254.4 5619
Income charges—net ... ............. ... 58
Nonoperating assets ... ... .. .. 284.7 4.0
Total Corsolidated o $6.192.6 § — $481.1 §3.539.1 $563.9
1978
United States . ... ... ... .. $3.631i0 $3382 $630.7 $3264 9 $3379
Europe-Africa e 8432 569 152 11477 1147
Canada-Latin AMENCE . oo o @ove i 3858 1.7 100 3086 16.1
Asta-Pacific ... ... ... 1536 237 105 1584 81
Elimmnations = ........ . ... ... . ... ... (420.5) (3.4 (210.4)
Unallocated Corporate E.xpenses ........................ (31.3)
Total Operating ... ....... ... oot 50187 — 631.7 46692 4768
Income charges—net . ........ ... ... . 55.4
NONOpPerating assets ... .....................coeouonun 36658 3]
Total Consolidated ... . ....... .. ................. $5.018.7 $ — $5763 $5.0357 4799

Inter-area sales. which are sales from one Monsanto location 10
another Monsanto location in a different warld ares, were made
on a market basis. Ex port sales inciuded in United States net
sales to outside customers were as follows:

Foilowing is a reconciliation of Ex-USA operating income and
total assets as shown above 1o the Company's equity in the net
income (loas) and net assets of consolidated Ex-U SA subsidiaries:

Canada-
Eurcpe- Latin Asia-
Africa America Pacific Total 99 1978
1979 .. .. $ 557 $1724 1783 $4064  Operating i
1978 ... 732 1016 135.3 3101 WMM(M ................. 5(52.6) $152
Canada-Latin America 3z 100
Unusual or nonrecurring charges or credits to 1979 and 1978 Asia-Pacific ................ ..., 4.5 10.5
operating income were as follows: Europe-Africa operating (24.4) 357
income for 1979 inciuded charges of $77.4 relating to withdrawal Income charges—net . . 7.4 80.5
hnmtthumpcannvlmhumsandSlS.bhrdnphnned Income taxes . ....... ©.0) 137
closing of certain product iines of a Spanish Net (loss) of —_—
Canada-Latin America operating income for 1979 mdudtd Iid Ex-USA
charges of $12.1 relating to the shutdown of a plastics business °°"".°|. ) 218 $(58.5)
and 38 5 relating to the maxi-devaluarion of the Brazilian S —— —
cruzeiro: and United States operating income for 1978 included a
cradit of $10.1 from the sale of the high density polyethylene 1979 1978
business.
Inter-area receivables and the profit derived from inter-area Total assets:
sales are the principal items reflected 24 eliminations in arriving Europe-Africa $1.1983  §1.1477
at the consolidated totals. Unallocated corporate expenses and Canads-Latin America ... ... ... '300.8 ‘3086
nonoperating amets are the same 24 those described for the ASia-PaciBic .. ........ ... ... 1819 158 4
Operating Company Data. 16798 16147
Total liabilities . ........ .... .. ... ... 9144 10253
Net assets of
consolidated Ex-USA
subsidiaries . ........... .. $ 7614 5 3894
DSW 021268
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Summary of ificant
Accounting

Management has selected the following accounting
principles from acceptabie alternatives in preparing
the consolidated financial statements of Monsanto
Company and Subsidiaries (Monsanto). These
prirciples have been consistently applied in all
material respects.

Basis of Consolidation

The consolidated financial statements include

Monsanto Company (Company) and its majority-

owned subsidiaries. Significant intercompany

transactions have been eliminated in consolidation.
Investments in affiliates in which Monsanto has an

ownership interest greater than 20 percent, but

which are not majority-owned, are accounted for

by the equity method.

Depreciation

Monsanto generailv uses the straight line method

of computing depreciation; however, the sum of the
vears digits method is used for most domestic assets
placed in service prior to January 1, {972

Income Taxes

Investment tax credits are recorded under the

"flow through” method of accounting as a reduction
of income tax expense in the year in which they are
used to offset the Federal income tax liability.

Income taxes have not been provided on the
undistributed earnings of Ex-USA subsidiaries since
any taxes on dividends received from those
subsidiaries would be substantially offset by foreign
tax credits. Also, income taxes have not been
provided on a substantial portion of the undistributed
earnings of domestic subsidiaries, including domestic
international sales corporations (DISC's), whose
distribution would be subject to additional taxes,
because Monsanto intends to indefinitelv reinvest
those earnings.

Inventory Valuation

Inventories are stated at the lower of cost or
market. The cost of substantially all domestic
inventories is determined by the last-in, first-out
(LIFO) method. The cost of other inventories is
generally determined by the first-in, first-out
(FIFO) method.
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Statement of
Consolidated Income

Monsanto Company and Subsidiaries

{Dollars in millions. except per share) 1979 1978
NELSAIES .. $6,192.6 3$5.018.7
Costof Goods Sold . ... ... ... i 4,932,0 37436
Marketing and Administrative Expenses ............................... 851.6 4532
Technological Expenses . ... ........... .. ... it 222.1 190.2
5.705.7 4,387.0
Operating Income . .. .. ... o0 486.9 6317
Other Expense and Income:
b8 L0l T O d =T ] V-7 S 123.3 1028
Ot INCOMEB—TIEL ... ...ttt at ettt e o ettt et e rnarss ) 117.5 47 4
5.8 55.4
Income Before Income TRXES . . ..........c.oumriiiiiiiiii .. 481.1 576.3
INCOMIE TR S . . . .. . . i e e e s 150.1 2737
Nt OO . .. ittt ittt tae s e e $ 3310 $ 3026
Earnings per Common Share:
30131 1 - 2 $ 9211 $ 829
Fullydiluted ... ... . . . . . . . 9.03 8.21
The above staterment should be read in conjunction with page 56 and pages 62 through 69 of this report.
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Statement of Consolidated
Financial Position

Monsanta Company and Subsidiaries

(Dallars in millions, except per share) Dec. 31,1979 Dec.31.1978
Assets
Current Assets;
Ca8t Lo e e e $ 437 § 654
Short-term securities and time deposits, at cost which
approximates market .......... ... e 276 2822
Receivables, net of allowances of $35.6 in 1979 and $322in 1978 ... ... 1277.2 11120
Inventories ... . .. e e 909.9 7208
2.458.4 2.1804%
Investments and Miscellaneous Assets:
Investments in affiliates ....... ... ... .. 129.8 1185
Miscellaneous investments and receivables ... ........................, 41.8 489
171.6 167 4
Property, Plant and Equipment, at Cost:
X o ¥ 559 49 1
Buildings . ... .. 619.9 397.8
Machinery and equipment .............. ... 4,086.0 38019
Mineral rights and oil and gas properties ....................... .. 314.1 260.4
Construction-in-progress ............................................ 452.8 457.7
$.528.7 35,1669
Less accumulated depreciation . .. ... .. ... . iiiiiiiioi 2,710.9 2,562.1
28178 26048
Deferred Charges .................. . . ... .. ... . . e.iiii..... 91.3 83.]
$5.539.1 $5.0357

The above statement should be read in conjunction with page 56 and pages 62 through 69 of this report.
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Dec. 31,1979  Dec. 31,1978

Liabilities and Shareowners’ Equity
Current Llabliltles:

Accounts pavableand accruals .......... ... $1,042.8 $ 801.1
RO LaXeS .. it e e 284 39.7
Current portionof long-termdebt .................................... 64.8 439
1,138.7 384 7
Long-TermDebt ... ... .. ... i 1,202.5 12235
Other Llabllitles and Deferred Credis:
Deferred iNCOME TaXES . . ... ci ittt ettt i ania i 295.4 31253
Miscellaneous . ... ... e 123.7 156
419.1 3481
Shareowners’ Equity:
Preferred stock—authorized, 10,000,000 shares without par value,
issuable in series; outstanding, 158,181 shares in 1979 and
185.112 shares in 1978: involuntary liquidation preference,
$35 per share, or an aggregate of $5.5in 1979 and $6.5in 1978 ..... ... 0.3 04
Common stock—authorized, 100,000,000 shares, par value $2
each: issued, 36,978,084 shares in 1979 and 36,976,516 shares in 1978 .. 73.9 739
Additional contributed capital .......... ... oo i 652.9 651.35
Reinvested €AIMINES .. ... oiii e iat i iareatanat e 2,102.3 1,892.5
2,829.4 26183
Less common stock in treasury, at cost (346,916 shares in 1979 and
786,653 shares In 1978) ... ..t ie it 47.6 189
2,781.8 2.5794
$5.539.1 $5.035.7
DSW D21272 ”
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Statement of Changes in
Consolidated Financial Position

Monsanio Company and Subsidiaries

‘Dallars in millions) 1979 1978
Source of Working Caplial:
N INCOIME L o ittt ettt e e e e $ 3310 $ 3026
Changes not affecting working capital:
Depreciation and obsolescence . ............ ... ... oL 412.7 288.3
Deferred income taxes . ... .....ooiitinie it (17.1) 76.5
OtRer—Net ...t (59.9) 243
Working capital fromoperations ............. .. 0o 666.7 692.2
QOutside financing—net of unexpended funds from
industrial developmentbonds ........ .. ... ... . ol $54- 2849
Property disposals .............. o i 387 473
Other—net ..... e e e e e e e e 49.6
8074 1.024.4
Application of Working Capital:
Property, plant and equipment additions .................... ... . ... %659 4799
Dividends . ... . e e e e s 121.2 115.4
Debt reduction ... ... ivrt it e 93.3 133.2
ORI — DO . ittt e e e e 80.2
7804 808.7
IncreaseinWorking Capital ... ... ... ..................cooiiiiiiiln. s 270 $ 2157

Changes in Elements of Working Capital:
Increase (decrease) in current assets:

Cash, short-term securities and time depaosits, ....................... $ (76.3) § 1493
Netreceivables ..ot i it iiie s 1652 3013
| E RS e 1 T TR 189.1 (5.6)
278.0 4430
(Increase) decrease in current liabilities:
Accounts payable and accruals . ........... ... e (241.7) (249.3)
IO tAXES .. oot ittt i r e e e 11.3 10.4
Current portion of long-termdebt .................................. (20.6) 9.6
(251.0) (229.3)
Increase in “brki.n! Capital ......... ... $ 270 § 2157
The above staternent should be read in conjunction with page 56 and pages 62 through 69 of this report.
” osW 021273
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Statement of
Consolidated Shareowners' Equity

Monsanto Company and Subsidiaries
P ——-—.

‘Dodlars i mullions, except per share) Additional
Preferred Common Contributed Reinvested Treasury
Stock Stock Capital Earnings  Stock

Balance. Januarv 1. 1978 . ... .. ... ....... $06 £737 $650.6 §$1,705.3 $(29.3)
Netincome . ........ . ... ..ot ine
Dividends:

Preferred—3%$2.75 pershare . ............. 0.6)

Common-—$3.175 per share ............ (114.8)

Conversion of $2.75 Preferred
Stock to commonstock ................ 0.2) 02

Shares issued under employee stock

ownership and option plans ............ 08 3.2
Sharespurchased ....... ... ... ... ool (12.8)
Other .. ... e 0.1
Balance, December 31,1978 .............. 0.4 739 6515 1,892.5 (38.9)
Netincome . ... ... ... ... ..c0ciiiuennn 3310
Dividends:

Preferred—$2.7S pershare ... .......... (0.9)

Common—3$3.3S pershare ............. (120.7)

Conversion of $2.75% Preferred
Stock tocommonstock . ............... {0.1) (1.3) 1.4

Shares issued under employee stock
ownership and option plans .. . ......... 03 4.5

Shares issued upon conversion
of Monsanto Limited convertible

loanstock .....................oieas 02 2.0
Shares reclagsified from -

Miscellaneous Investments ............ (4.4)
Sharespurchased ....................... (12.9)
Other.. . ... .. i it 22 0.2
Balance, December 31,1979 ............. $0.3 $739 $652.9 $2,102.3 $(47.6)

The above statement should be read in conjunction with page 56 and pages 62 through 69 of this report.
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Notes to Financial Statements

1Dollars in millions, except per share)

e ]
Business Combinstions

On Februarv 28, 1979, Monsanto signed an
agreement with The General Electric Company
Limited (GEC), an English limited company, that
provided for the formation of a new corporation
consisting principally of Fisher Controls Company,
Inc., a then wholly owned subsidiary of the Company
engaged in the manufacture of valves, regulators,
controllers and process controls instrumentation, and
similar operations of GEC. GEC contributed net
assets with an estimated fair value of approximately
$70.0 and received 33 .5 percent of the common
shares of the new corporation, Fisher Controls Corpo-
ration of Delaware (FCCD). Monsanto contributed net
assets with a book value of approximately $134.0 and
received 66.5 percent of the commeon shares of FCCD.
The transaction was accounted for under the
purchase method with no excess of cost over fair
value of the GEC operations’ net assets.

The effective date of the transaction was specified
as January 1, 1979. Accordingly, the results of FCCD's
operations have been included in Monsanto's
consolidated financial statements for all of 1979. The
effect on Monsanto's 1978 consolidated financial
staternents of including FCCDon a pro forma basis
would not be material.

On February 21, { 980, Monsanto acquired
substantially all of the common stock of Radiation
Dynamics, Inc. for $31.9 in cash in a transaction 10
be accounted for under the purchase method.

Shutdown Costs

In June 1979, Monsanto's Board of Directors
authorized the withdrawal from nylon operations in
Europe. Accordingly, the related nylon manufacturing
facilities were shut down by the end of 1979 and will
be disposed of as soon as practical. Also in June, the
Board authorized withdrawal from an Ex-USA
plastics business. In December, the Board approved
the planned closing of certain product lines of
Aiscondel, a mamty«awmd Spanish subsidiary.
Monsanto recorded for losses related to
these actions in 1979 of $105.1 in cost of goods sold
or $53.2 ($1.47 per primary share) net of related tax
effects. As of Decernber 31, 1979, the remaining
accruals for these tosses had been reduced as

a result of the actual expenditures for shutdown
costs, disposal of certain facilities, and operating
losses subsequent to the recording of the provision.
The remaining accruals are estimated to be sufficient
1o absorb any additional costs related to these
actions.

2

c , Obsolescence and Repairs

harges to expense were: 1979 1978

Depreciation ....................... 3294.9 2633

Obsolescence .. .. ......... ... ... 1178 223
4127 $288.3

Repairs and maintenance ........... $405.4 £3495

Included in obsolescence expense for 1979 is $93.1 related to
*Shutdown Costs” discussed above.

Pension Plans and Other Post-Retirement
Benefits

Most Monsanto emplovees are covered by non-
contributory pension plans. The expense related to
these plans was $923 in 1979 and $84.2 in 1978.
These amounts include charges applicable to current
service and amortization of unfunded prior service
costs over periods ranging from 15 to 30 vears. It is
Monsanto’s policy to fund pension costs accrued.
Annual valuations of the major pension plans are
made by an outside firm of actuaries. The “entry age
normat’ actuarial method is used. The key actuarial
assumnptions used include an annual average
investment return on pension assets of seven percent,
an average salary increase (when applicable) of six
percent and an average retirement age of 61 years.
The actuarial method and assumptions were
consistent for 1979 and 1978.

Plan benefit and asset information for plans
representing 97 percent of total 1979 pension expense
is presented below on an aggregate basis as of
December 31, 1979. Net assets were measured at
market value at that date and yearend accumulated
benefits were estimated from earlier actuanal
valuations.

Assets in  Benefits in
Excess of  Excess of
Benefits Assets

Actuariai Present Value

of Accumuiated Plan Benefits:

Vested ... ..o 35243 £3390
Nonvested ..................... 166 123
$540.9 $3513
Net Assets Available for Benefits .. ... $653.7 $304.1

Monsanto also provides life insurance and medical
benefits for many retirees. The cost of such benefits is

not significant and is charged to expense as incurred.

Technological Expenses

Technological expenses consisted of the following:
1979 1578
Resuxt.hmddcvelnpmmt ......... $1738 $1443

, commercial
dcvelupmcm and patent . .......... 48.6 439
21 51902
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Equity in Affllates

Monsanto’s equity in the net income (loss) of
affiliates, inctuding foreign currency gains or losses on
translation of financial statements, totaled $258 and
$(10.1) in 1979 and 1978, respectively, and is included
in other income-net.

Foreign Exchange

Net exchange losses resulting from foreign currency
transactions. and translation of foreign currency
financial staterents were $26.9 and $283 in 1979
and 1978, respectively, including a gain (loss) of $2.3
and $(14.1), respectively related to the translation of

1979 1978

Additional depreciation and

obsolescence for (book) tax purposes $(22.1) § S84
Reversal of deferred taxes related

o UK, inventories . ... . (16.8)
Net change in accrual

for pension expense ... ... ... 148 Q7
Otheritems —net ... ............. 7.0 172

Monsanto’s effective income tax rate differed from
the federal statutory rate due to the following factors:

g L 4 1 1
equity affiliates’ financial staternents, 9 o8
Federal statutory rate ............ .. 46.0% 48.0%
Income Taxes Investment tax credit . ... (5.9) (49)
The components of income tax expense were: Tax treatment afforded ammp
of DISCs ...... 49) 2.9
Losses of Ex.[/SA mbadmnu
1579 1978 fac which no tax benefits are
C - currentdy a\nulable ......... 18 48
Federal (after investment tax U:mulddduu::lim - 8.1
credits of $28.4 in 1979 and Foreign, state and local income
$20in1978) .................. S126.1 $164.3 o, r 33
Sﬂte ........................... 160 ]6-8 0" ....................... (1?‘) (o_s)
Foreign .................... ... 8.1 161 T ooy — —
—_— ive i 7
W12 972 Effective income tax rate 2% 47.5%
Federal ... ...........cocooiiiii.. “2 493 Undistributed of subsidiaries for which
State ... 40 61  additional taxes in the event of distribution have not
Foreign .......................... (63.3) 1.1 been pmvided were:
(1A} 76.5 1979 \978
$150.1 3.7
Ex-USA subsidiaries . $ 782 < 800
Domestic m.bsdnnﬁ. 3
A change in tax laws in the United Kingdom including DISCs ................. 2184 159.5
resulted in a reversal of deferred taxes of $16.8 (3046 $2963 $239.3

per primary share), which amount is reflected in the
above deferred foreign income tax expense for 1979.
The deferred taxes were established in prior years for
differences in book and tax bases of UK. inventories.
The sources of timing differences in the recognition
of reverue and expense for tax and financial
staternent purposes and the tax effect of each were:

Ex-USA net operating loss carrvforwards for
which no tax benefits have been recorded were
approximately $2082 at Decernber 31, 1979 and
expire in various years beginning in 1980.
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Eamings per Common Share

Income and the number of shares used in the
computation of earnings per common and common
equivalent share were determined as follows:

1979 1978

Fully Fully
Primary Dihaed Primary Dijuted

any of the arrangements through February, 1980.
In addition, certain Ex-USA subsidiaries have
short-term loan facilities aggregating approximately
$3412. under which loans toalling $93.7 were
outstanding at December 31, 1979 Interest on these
loans is related to various Ex-USA bank rates.

Key Bonus
Data relating tothe Monsanto Management

Income , .
Net incomie . .. .. $3310 310 sz sio26  Lneemtive Planof 1974 were:
Preferred d:\ndem‘h (08) (0.8) 1979 1978
Interest (less wax) on
Loan stock of Monsamo . L.
Limited ............... 03 03 03 o3 Maximumallowableaddition tobonus 2o sies
Debenrures of Monsanto FEREIVE oo -
International Finance kﬂﬂmdm ?&uﬂpm’ (a.r;d
Company .............. 03 04 n o reserve) as
determined by the Executive
$3303 $33t6 $3023 $3033 Compensation and Development
Number of Shares Committee of the Board of
(In thousands) Directors ...l $119 $ 84
Weighted average shares: Bonus awards:
OQutstanding ...... ....... 36,068 36068 36212 36212 Number of directors and officers ... .. .. 28 25
Incremental shares Number of other key empioyees ... .... 488 471
for outstanding Amaunt . . S12s $ 95
stock options ... ........ ] 24 9 11 Balmmbonusruu'veatyure)d ..... $ 54 $ 67
Shares issuable upon
ersion:
mnl.mnv stock of Monsanto The bonus award amounts for 1979 and 1978
Limited ............. 242 242 2% 259  include respective five-year accumnulated award
Debentures of Monsanto payments to 33 and 36 officers and employees of $1.8
IC‘L‘::““"’“‘J Finance 174 yo4 and 316 for the long-term incentive program
5275 Breterred Stock | 19t 248  cstablished under the Monsanto Management
36315 659 36430 36924 Incentive Plan of 1974.

Inventory Valuation

Inventories at December 31, 1979 and {978 would
have been $4293 and $258 2, respectively, higher
than reported if the FIFQ basis of inventory valuation
(which approximates current cost) had been used for
all inventories.

Bank Credit Arrangsments

At Decemnber 31, 1979, Monsanto had $150.0 of
open domestic short-term lines of credit and $150.0
committed under a Revolving Credit/Term Loan
Agreement with twenty-oné banics. The open
domestic short-term lines of credit are renewable
annually and any loans thereunder bear interest at
the prime commercial rate of the various banks. The
Revolving Credit/Ferm Loan Agreement, dated
December, 1978, provides for a four-year revolving
credit, mthanybormwmgsmmmdmgatdnendof
that period convertible mtoa three-year termn loan.
[nterest on borrowings under the revolving credit is
at the prime rate and interest on borrowings under
the term loan will be one-quarter percent above the
then prime rate. No borrowings were made under

Guarantees, Leases and Other Commitmennts
Monsanto was contingently liable as guarantor of
bank loans and for customers’ receivables discounted
aggregating approximately $95.1 at Decemnber 31,
1979,

Rent expense under operating leases with a term of
more than one month was approxirnately $622 in
1979 and $54.9 in 1978.

Minimum rental commitments under operating
leases with an initial term of one year or more at
December 31, 1979 were approximately:

1980 ...\t 5 167
U981 ...l 137
1982 L._.. i 102
1983 L.l 88
1984 ..o s6
ARer 1984 ...t 536

$108¢

Commitments in connection with uncompleted
additions to property aggregated approximately
$191.6 at December 31, 1979.
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Long-Term Debdt
Long-term debt, exclusive of current maturities and

repayable in U.S. dollars, except where indicated,
was as follows:

December 31,
1979 1978
Monsanto Company:
8% notes due 1985 ... ............ $ 1000 $ 1000
7% % promissory notes
due 1981/1586 ...... ... ......... 123 143
4%% promissory notesdue 1993 ... 62,7 673
8%% sinking fund debentures
due000 ..................... 1750 175.0
9%% sinking fund debentures
due2000 ... 84.0 1140
1%% income debentures
due2002 .. ... 9.0 910
4% % income debentures
due2008 ... ............. ..., 300 50.0
8%% sinking fund debentures
due2008 . ...l 2000 2000
4%-7%% industrial development
bond obligations due 1983/2009 . . . 196.7 1342
Capitalized lease obligations ....... 137 14.1
Other:
USdollar ..................... 13 14
West Gerrnan deutsche mark . ... 5.6
Monsanto Intemational Finance
Company:
4%4% sinking fund debentures
duel98S(a)................00.- 125 150
Monsanto Intermational N.V.
(Netherlands Antilles subsidiary):
8%% sinking fund debentures
duei985 ... . ............... 32 46
Monsanto Limited (United
Kingdom subsidiary)
5% loan stock due 1982/1986(b) .. . .. 110 12.1
Other ............. ..o e 3.7 204
Monsanto (Suisse) S A. (Swis
subsidiary) (Swiss franc):
6%% sinking fund debentures
duel985(c) ..............000e 16.1
6¥4% sinking fund debentures
duel9B86 . ... .. ... 3.1 298
Monsanto Europe, S A. (Belgian
subsidiary) (Belgian franc):
9% bank loan due (981/1986 . ..... .. 0S 12
9%%-1 1%:0% bank loans due
1981/1988(d) ... .............. 1000 1002
9%% bonds due 19821991 . ..,.,... 143 139
Aisconds], S A. {Spanish subsidiaryk
9%-19%% bank and commercial
loans due 1981/2015:
USdollar ..........coaniiinnns 29 173
Spanishpeseta .............-..- 16.9 110
Other (principally West German
deutschemark) ................... 36 80
f120s $12235
Notes:

(a) These debentures are currently convertible into the
Company’s common stock at §86 per share, subject 1o
adjustment under certain conditions.

(b) This loan stock isconvertible into the Company's common
stock at a rate equivalent to §55 per share, subject to adjustment
under certain conditions.

Of the total laan stock originally issued in 1969, 54 percent has
been retired through December 31, 1979 by conversion o
254,097 shares of the Company's com mon stock.

(c) Current maturities for 1980 include the planned early
redemption of thess debentures,

(d) The interest rates on these bank loans will be reduced by a
government subsidy ranging from 4.09%-2 8%, which expires in
198 1. Monsanuo has the option of repaying these loans in 1991

Maturities and sinking fund requirements on
long-term debt are $64.5,$59.5, 3587, $52.3, and
$43 .5 for the five years ending December 31, 1980
through 1984, respectively.

Covenants of certain loan agreements restrict
maximum borrowings. It is not anticipated that
additional future borrowings will be affected by these
restrictions,

Under various parallel loan agreements, Monsanto
has borrowed $85.5 in pounds sterling from United
Kingdom companies and has made United States
dollar lcans to the U K. companies or their
subsidiaries aggregating $86.7 as of Decernber 31,
1979. These agreements require the parties to either
make additional loans in the respective currency or
repay loans whenever the exchange rate varies bv a
predetermined percent. At December 31, 1979 the
U K. companies were required to make additional
pound sterling loans or repay U.S. dollar loans of
$1.2, which amount is reflected as a current asset. As
both parties 1o the agreements have the legal right 1o
offset in case of default by the other party, the
parallel transactions are reflected net in the
accompanying financial statements. [nterest rates on
the sterling loans are 24 % to 2% % higher than the
interest rates on the corresponding dollar loans.
Maturity dates of the lcans range from 1982
through 1986,

Substantially all long-term debt of subsidiaries is
guaranteed by the Company.

Lagal Procesdings

Monsanto is a party to a number of lawsuits
arising in the normal course of business. The more
significant litigation is discussed below.

The Company has been a defendant in various
lawsuits alleging from products containing
polychiorinated biphenyls (PCB'). Suits filed in 1976
in the U.S. District Court for the Northern District of
Georgia, the jor Court of Fulton County, State
of Georgia, and the U.S. District Court for the
Northern District of Alabama relating to alleged PCB
pollution of the Coosa River and its mributaries and
Weiss Lake located between the States of Georgia and
Alabama were dismissed in 1979 without any
payment by the Company. In another PCB case still
pending, the United States Environmental Protection
Agency filed suit on March 17, 1978, in the District
Court for the Northern District of [llinois against
Outboard Marine Corporation of Waukegan, [linois.
The action is based on several federal poliution
statutes and seeks recovery of unspecified civil'
penalties and damages for the removal of PCBs
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allegedly discharged by Outboard Marine into
Waukegan Harbor and North Ditch, a mibutary of
Lake Michigan. In November 1978, the Company was
joined as a third-party defendant from whom
indemnity is sought for products allegedly sold by it
to Qutboard Marine. The Company will vigorously
defend this action. Monsanto no longer manufactures
or sells PCB's.

The Company is one of several defendants in a
number of lawsuits arising out of the use by the
United States government of an herbicide known as
agent orange in the Vietnam war. The first lawsuit in
which the Company was served as a defendant was
filed on February 1, 1979. Many of these actions have
been conselidated for pretrial purposes in the United
States District Court for the Eastern District of New
York. Certain of these actions are alleged to be class
actions, although no determination has been made of
the class action issue. The actions allege death,
illnesses and birth defects resulting from exposure of
United States Vietham war veterans to agent orange.
It is impossible to determine the total amount of
damages or remuneration sought in these suits. The
Company will vigorously defend these actions.

The Company is a defendant in a number of
lawsuits filed in the federal and state courts in
Missouri and a state court in Olinois arising out of a
tank car derailment which occurred in Sturgeon,
Missouri on January 10, 1979. The lawsuits, which
seek in excess of $126.0 actual damagesand $3550
punitive damages, have been filed against the
Company, the railroad which hadcontml of the tank
car, the manufacturer of the tank car and the
manufacturer of an allegedly defective coupling
device. The first lawsuit was filed June 11, 1979.
Plaintiffs are property owners in Sturgeon and
waorkers involved in the cleanup of the resulting spill
of orthochlorophenol crude, who allege that the
Company negligently failed to warn of the alleged
hazards of this material, failed to properly
containerize the chernical, and supplied an
unreasonably dangerous product. The Company has
denied the matenaleﬂganom in each lawsuit and
intends to vigorously defend these actions.

While the results of litigation cannot be predicted
with certainty, management believes, based upon the
advice of Company counsel, that the final outcome of
such litigation will not have a material adverse effect
on Monsanto's consolidated financial statements.

On February 21, 1980, a federal jury in the
Northern District of Illinois rmn-ned 2 $3.5 million
antitrust verdict against Monsanto. Company's wial
counse] has advised that there are substantial bases
for appeal. Any final judgment would be trebled. No
provision has been made in the accompanying
financial statements for any amounts which may be
paid as a result of this case.

Following a February 1977 announcement by the
Food and Drug Administration (FDA) of its intention

to suspend the food additive regulations permitting
the use of acrylonitrile copolymers in the fabrication
of plastic containers for carbonated beverages, the
Company suspended production of its acrylonitrile/
styrene copolymer Cycle-Safe container. In September
1977, the FDA issued a final decision prohibiting the
use of acrylonitrile to make plastic beverage
containers, Acmrdmgly in 1977 the Company wrote
off its net investment in Cycle-Safe container
operations and provided for related expenses. During
1978, the Company filed a petition in the U.S. Court
of Appeals for the District of Columbia seeking review
of the FDA's decision. In 1979, the Court ruled that
the FDA must reconsider its decision because it was
made without sufficient supporting data.
Management continues to believe that the use of the
Cycle-Safe container poses no health hazards but,
rather, possesses considerable positive environmental
and consumer convenience attributes.

Capital Stock

The outstanding preferred stock is stated at $2.24
per share, has a cumnulative dividend of $2.75 per
share and is convertible into the Company’s common
stock. The conversion rate of 1.12 shares of common
for each share of preferred is subject to adjustment in
certain events under antidilution provisions. The
Company issued 30,120 and 96,505 common shares
upon conversion of 26,931 and 86,194 preferred
shares in 1979 and 1978, respectively. The 1979
issuances included 28,552 shares from treasury stock.
0f 2,330,510 preferred shares originally issued in the
period 1969 through 1974, a total of 2,172,329
preferred shares has been converted to 2,432 658
shares of commeon stock through December 31, 1979.
The outstanding preferred stock may be redeemed
solely at the Company's option at $73 per share (the
voluntary liquidation preference).

The Company also issued 41,138 common shares
out of treasury stock in 1979 upon exercise of
conversion rights by holders of convertible loan stock
issued by Monsanto Limited, a United Kingdom
subsidiary. There were no conversions of loan stock
in 1978.

No commeon shares were issued in 1979 or 1978 for
conversion of convertible debentures issued by
Monsanto International Finance Company.

The Company held 55,174 and 81,882 shares of its
common stock for specific purposes (principally for
distribution to participants in the Employee Stack

Purchase Plan) at December 31, 1979 and 1978,
respectively. These shares are included in
Miscellaneous Investments in the accompanying
Statement of Consolidated Financial Position at
December 31,1978; in 1979, they have been reclassified
to Common Stock in Treasury.

There were 2,959,054 shares of common stock
reserved for the following purposes at December
31,1979:
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Conversion of $2.75 Preferred Stock .............., 177.163
Stock option plans ... .. v, 2391367
Conversion of mnveruble Ioan s‘!ock

of Monsanto Limited . 217,178
Conversion of debentures of Monu.nto

Internavional Finarnce Company . ... ....... ... 173.349

2959054

Stock Option Plans

The status of authorized common shares for stock

option plans and the changes occurring during 1979
were;

1969 and (974 Plans

Shares Under Shares

Options Available

Qutstanding For Grant

AtJanuary 1,979 ........... 1,070,784 135,513
Grants ............, I 253,600 (253,600)

Exercises ................. (1535%)

Cancellations . ..............., (70,790} 50,21%
At December 31,1979 ....... .. 1238239 1,183,128

Options outstanding at December 31, 1979 were
granted at prices ranging from $32.50 to $92.88,0r a
weighted average of $64 50 per share. Options for
758,393 shares were exercisable at December 31,
1979. The options exercised during the year had been
ﬁted at prices ranging from $32.50to $57.75 per

Stock appreciation rights {SAR's) are authorized to
be granted at the same time the related non-qualified
options under the 1974 Plan are granted. In addition,
SAR's may be granted retroactively for any
unexercised non-qualified options under either the
1974 or 1969 Plan. The exercise of an SAR cancels
the related option; conversely, the exercise of an
option cancels the related SAR. At December 31,
1979, SAR's with respect to options for 330,871 shares
were outstanding of these, 259,204 were exercisable.
In 1979, SAR's with respect to options for 75,667
shares were granted; none were exercised; and 24,145
were cancelled.

Segment Information

Financial Accounting Standards Board Statement
No. 14 requires disclosure of certain industry and
world area “segment” data. Accordingly, the
Operating Company and World Area data for 1979
and 1978 appearing on pages 54 and 55 of the
Financial Review Section of this Annual Report are
integral parts of the accompanying

statements.

Quarterly Financial Data (Unaudited)
Unaudited quarterly financial data for 1979 and
1978 follow:

Earnungs per
Cost of Common Share
Net Goods Net Fully
Sales Sold Income Primary Drluted
1979:
First
Quarter . 51,6238 $§1,1%3.7 $1618 444 54.40
Second
Quarter. 15163 12649 s 1.64 .63
Third
Quarter. 14967 1.1734 9.9 .73 2.70
Fourth
Quarter . 15483 13350 108 030 _030
Year .. $6,19246 349320 $331.0 $9.11 89_{)3
1978:
First
Quarter . $1342.7 § 9034  §135.7 $3.71 $3.67
Second
Quarter . 11,1850 8851 76.1 2.09 207
Third .
Quarter .  1,1870 9185 448 128 127
Fourth
Quarter . (3040 10366 44.0 12t 120
Year .. 350187 337436 $302.5 3829 ﬂi

The 1979 operating results inciude the following
effects of foreign currency gains or losses: first quarter
gain $6.4 ($0.18 per primary share); second quarter
loss $10.3 (80.29 per primary share); third quarter
loss $17 .4 (80.48 per primary share); and fourth
quarter loss $10.8 (§0.29 per primary share),

The 1979 second quarter operating results include
achame of $42.7($1.18 per primary share) relating 1o
certain “Shutdown Costs” discussed above. Third-
quarter 1979 results include a reversal of deferred
income taxes of $16.8 ($0 46 per primary share)
resulting from a change in tax laws in the United

. The fourth quarter 1979 operating results
include the effect of a 37 7 (8021 per primary share)
charge for the planned closing of certain product
lines of Aiscondel, a majority owned Spanish
subsidiary. Also in the fourth quarter of 1979,
operating results reflect the effects of year-end
changes in accounting estimates, principally of the
LIFO provision and the effective tax rate. A higher
LIFO provision decreased net income by $8.1
{$0.22 per primary share); a lower effective tax rate
increased net income by $12 3 ($0.34 per primary
share}, The effects of these accounting estimate
changes were not significant to any other quarter of
1979.

The 1978 operating results inciude the following
effects of foreign currency losses: first quarter $12.8
($0.35 per primary share); ﬁfd qm£1$2257
($0.07 per primary share); quarter
(8035 i primary share); and fourth quarter $4.5
($0.12 per primary share),

In addition, third-quarter 1978 operating results
include a gain of $7.1 ($020 per primary share)
related to the sale of the high-density polyethylene
business.
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Supplememary Financial Data Adjusted for the
Effects of Changing Prices (U'naudited)
Monsantos financial staterments are prepared in
accordance with generallv accepted accounting
ecrinciples. which include the concept of historical
cost. Under this concept, inverstory and property
generailv are recorded and reported at the amounts
sriginally paid and do not reflect subsequent changes
in{1) the zeneral purchasing power af the dollar,
12} the current cost of replacing the asset, or

(3} the amount for which the asset could be soid

— trs market value.

The Financiai Accounting Standards Board has
recently issued Statement of Financial Accounting
Standards No. 33 (FASB No. 33), entitled 'Financial
Reporting and Changing Prices.” which requires the
disclosure of selected data under two different sets of
assumptions. One set of data — the “constant dollar’
disc losures - reflects the adjustment of the historical
cost financial statements for changes in the general
purchasing power of the dollar. The second set of
data — the ‘current cost” disclosures - reflects
adjustments based on estimates of the current cost to
replace, in kind, existing assets. The current cost data
attempt to measure the impact of price changes
which are specific to Monsanto.

Oniv the following specific items are adjusted in
the current year under the constant dollar and
current cost disclosures: inventaries; property, plant
and equiptnent; cost of goods sold; and depreciation
expense. Under the rules established by FASB No. 33,
income taxes cannot be adjusted.

The supplementary current cost data are based
on the best judgments of management and the
assuunption — required by FASB No. 33 — that
Monsanto would replace its entire inventory and
existing facilities with identcal assets at the end of
its fiscal vear. Of course, in replacing inventory and
existing facilities, the Cornpany will take advantage
of available technological improvements to increase
the efficiency and cost effect veness of its operations,
Accordingly, the supplemental information should not
be inerpreted as indicating Monsanto's results of
nperations from replacernent of its productive
capacity. Actual replacerment will not take place in
the manner assurned in estimating the supplemental
current cost information, )

I addition, the computation of the s:gplemen—
tary data reflects only certain inflation effects on a
limited nurmber of assets. The resulting adjusted net
assets and net incorme amounts are, accordingly, of
questionable value for purposes of determining the
overall or specific impacts of inflation on Monsanto's
financial position and operating results. Management
believes that the above dara adjusted for changing
prices — which data are disclosed under the
requirements of FASB No. 33 and are niot otherwise
utilized by manage ment - should be evaluated
with caution and careful consideration of the
appropriateness of the underlying concepts used in its
preparation. The Financial Accounting Standards

=]

Board, in1ssuing FASB No. 33. noted that the
information (s expenmental int nature and that its
usefulness has not been proven.

Astaternent of net income from operations and
certain other information for the vear ended
December 31. 1979 adjusted for changing prices in
accordance with FASB No. 33, and the historical cost
information reported in the primary financial
statements tor the sarme period, are shown below:

Adjustad Adjusted for

Historical for General Changes in
Caost Inflation  Current Costs

(In Average 1979 Doilars)

Netsales .. ......
Cost of goods sold,

excluding

depreciation
Depreciation

expense . ...... ... M9
Marketing,

administrative

and rechrological

expenses ... ... 137 7737 737
Gther expense

and income

56,1926 $6.1926 36,1926

46371 46638 16351

3990 42002

oW
-

|luu

$ 330 S 1877

$ sl $ 168 316

w

§ 1227 S 227

§27818 $3.650.5 537236

share ............. § 7720  S1013t S103.

it

34

The increase in current cost of inventoties and
property, plant and equipment for the year ended
December 31, 1979, stated in average 1979 dollars,
was $644.3, of which $95.9 was in excess of the
increase caused solely by general inflation. At
Decernber 31, 1979, the current cost of inventory and
property, plant, and equipment (net of accumutated
depreciation) was $1.346.3 and $3,537.3, respectively.
stated in vear-end 1979 dollars.

*Adjusted net income from operations” reflects
higher depreciation and cost of goods sold. As
indicated above, income taxes have not been adjusted
for these higher costs resulting in an effective 1ax rate
of approximately 46.9% and 44.4%, respectively, for
the constant dollar and current cost data as
compared to 31 2% under historical cost. Also not
considered in the adjusted net income is the impact
of changing prices on expenses other than those
derived from inventory and property.

Adjustments for general inflation have been made
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using the Consumer Price [ndex-All Urban Consumers
as required by FASB No. 33. The amounts reported as
the estimated current costs are calculated as
described below. These estimates, although based

on the best judgments of management. are not
necessarilv indicative of either the amounts for which
the assets could be sold or the cost at which such
assets might be replaced in the future.

Inventories determined on a FIFO basis were used to
approximate inventories on a current cost basis. Cost
of goods sold, excluding depreciation, as determined
on a LIFO basis or techniques that approxirnate the
results obtained on a LIFO basis, was used to
approximate cost of goods sold on a current cost
basis. The current costs (specific prices) of property,
plant and equipment were generally estimated using
appropriate construction and equipment indices.
Accumulated depreciation and depreciation expense
related to the current cost of existing facilities were
estimated using the same depreciation methods and
lives as used in the historical cost financial
statements.

Certain five-vear data adjusted to average 1979
dollars in accordance with FASB No. 33 foilow:

Year Ended December 31.
1979 1978 1977 1976 1975
Netsales ... $6,1926 $5583.8 $55033 $54448 343884
Dividends
per
commaon
share ..... $ 339 § 356 § 3164 § 352 § 4o
Market price
of common
stock at
vearend .. § %38 § 5036 $ 6761 $10992 § 99854

The average Consumer Price Index was 217 4,
195.4,181.5,170.5, and 161 .2, respectively, for
1979-1975.

Independent Auditors’ Opinion
Monsanto Company:

We have examined the accompanving consolidated
financial staternents (pages 36 through 69} of
Monsanto Company and Subsidiaries as of December
31, 1979 and 1978 and for the vears then ended. Our
examinations were made in accordance with
generallyv accepted auditing standards and,
accordingly, included such tests of the accounting
records and such other auditing procedures as we
considered necessary in the circumstances.

In our opinion, such consolidated financial
statements present fairlv the financial position of
Monsanto Company and Subsidiaries at December
31, 1979 and 1978 and the results of their operations
and changes in their financial position for the vears
then ended, in conformity with generallyv accepted
accounting principles applied on a consistent basis.

/(Qa.'u,, Whtinr o+ dita
Saint Louis, Missouri
February 21, 1980
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Ten-Year Summary

Monsanto Company and Subsidiaries
.

/In mullions, except per share and where italicized) 1979 1978
Operating Results
N SAlES . oottt e e $6,193 $5,019
Operating iNCOITIE . ... .. .ttt it ettt e i e e aa e 487 632
[NTErESt EXPOIBE - . ..ot ittt et e e e e e 123 103
INCOME taXES . ... e 130 274
Income before extraordinarycharge .........coiiii i M 303
ExXtraordinary Charge - ... oot ii e e e
Net income ..... e e e e e e e e e e e kX )| 303
Percemt Of met sales ... ... .. . 53% 6.0%
Percent of avernge shareowners' equily .. .........coiiiiii i, 123% 12.2%
Earnings per common share:
Primary:
Before extraordinarycharge . ...........coi it i i $ 9.11 $ 829
After extraordinarycharge ...............o e 9.11 8.29
Fully diluted:
Before extraordinarycharge ................ ... oo 9.03 8.21
After extraordinary charge ........ccocveviiuie e, 9.03 8.21
Year-End Financial Position
Total @SOS ... e e s $5.539 $5,036
Working capital .. ... ..o it i e 1,323 1.296
Property, plant and equipment—gross . ........... it 5,529 5.167
Property, plant and equipment—net ......... ... ... . .0 i 2,818 2,605
Long-termdebt ... ..o i e s 1,203 1,224
Shareowners’ equity . ...t iiii it e e 2,782 2,579
Other Data
Per common share:
Dividends .................cccciiinnns e e et $ 338 $ 3175
Shareowners’ equity ..........c.covvvviinnn.s e et 77.20 71.26
Property, plant and equipment additions ..................... .00, §$ 566 $ 480
Deprectation and obsolesCence ............oiviiiiiiiriiii i 413 288
Year-end:
Shareowners:
L0575+ Vs T o 85,608 86,775
Preferred ... ... e e 952 1,156
Common shares outstanding ..,..... e N e 36.0 36.2
EmIP Oy BBS . ..ottt e e e ey 63,926 62,851

{1) As of January 1, 1974, the Company and certain of is domestic subsidiaries changed their
method of inventory valuation for substantially ail United States inventories from the FIFQ basis
1o the EIFO baxis. The effect of this change was to decresse 1974 income by $77.5 or $2.26 per
primary share.

(2) Excludes $16.0 applicable 10 extraordinary charge.
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1977 1976 1975 1974 1973 1972 1971 1970

$4,595 $4270 $3,625 $3,498 $2,648 $2,225 $2,087 $1,972
610 668 547 550 406 216 178 128
86 80 56 43 39 37 39 33
248 251 230 251 173 81 66 35
276 366 306 32%0) 238 122 94 78
1l
276 366 306 2% 238 122 94 67
6.0% 8.6% 8.4% 9.2% 9.0% 5.5% 45% 34%
119% 17.3% 16.4% 20.0% 17.2% 9.7% 7.8% 3.6%
$ 7.46 $10.05 $ 8.63 $ 925 $ 6.90 $ 349 $ 2.65 $ 2.47
746 10.05 8.63 925 6.90 349 265 183
7.37 9.77 822 8.73 6.54 340 2.63 2.17
7.37 9.77 8.22 8.73 6.54 340 263 1.83
$4,350 $3,959 $3.451 $2,938 $2,545 $2,237 $2,154 $2,145
1,080 1,106 1,150 968 855 677 547 538
4,745 4,208 3,620 3,157 2,852 2,765 2,738 2,637
2,409 2,090 1,660 1,312 1,152 1,133 1,170 1,170
1,031 915§ 845 587 579 576 558 589
2,401 2,253 1,977 1,755 1484 1,294 1,226 1,194
$3.025 $ 275 $ 2.5 $ 2.30 $ 1.90 $ 1.80 $ 1.80 $ 1.80
66.16 61.79 56.62 51.39 44 26 3905 37.16 3627
s 607 s 647 s 528 s 313 $ 205 s 168 $ 205 s 301
296 226 173 172 170 194 187 1702
85,021 84,647 91,725 98,542 98,964 104,369 110,490 121,399
1.404 1,956 283 3,709 3855 3,939 3,897 3,941
36.3 364 348 34.1 334 330 328 328
61519 61,903 59242 60,926 58277 57.891 59.271 62,940
71
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