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Opsratiens! Highlights

fDollars in millions, except per share) 1989 1988 1987
Net Sales $ 8,681 §38293 § 7639
Net Income $ 679 § 591 § a3
Per Share:

Net Income $10.03 § 827 § 563

Dividends 330 295 275

Shareowners’ Equity 59.54 55.21 52.65
Depreciation and Amortization $ &0 3§ 703 § 19
Cash Provided by Operations $1037 51304 § 902
Research and Development Expenses $ 598 § 575 § 557
Return on Shareowners' Equity 17.6%  154% 11.4%
Percent of Total Debt 1o Total

Capitalization 33% 4% 35%
Sharecwners (year-end) 61,942 66086 53,032
Shares Outstanding (year-end,

in millions) 66 69 74
Employees (year-end) 42,179 454635 39.734
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Pelivering on Commitments

N he statement on the cover of this report —
o '~ “Delivering on Commitments” — makes a
™\ strong assertion. Over the past several

--+%  years, we have stated pubiicly our commit-
ment w0 rewards for those who hold a stake in
Monsanto — importantly, shareowners, customers.
employees and neighbors.

In 1989, we tovk 2 major step toward the fuifill-
ment of those promiscs.

For the fourth vear in a row. we increased earn-
ings: Net income was up |3 percent over 1988 1o
679 million. Earnings per share increased by
2t percent to 310.03. Nonrecurring gains trom the
sale of assets and other items were about the same
in bath vears.

The principal financial goal of the corporation is
ta reach and sustain a 20 percent return on share-
owners equity (ROE). In 1989, we 100k another
positive step toward that goal with ROE of 17.6 per-
genl. up from 13.4 percent in 1988,

We used our strong cash position in 1989 to repur-
chase 3.3 million shares of stock and to increass
guarterty dividends by 13 percent, the 17th year ina
row of dividend increases.

Monsanto's second consecutive vear of record
sales and earnings is a direct result of the individual
accompiishments of our operating units in increasing
the number of product lines contributing to our gains.

When you look at the Chemical Company as one
unit with 5497 million in operating income, the
breadth of the unit's overall product strength can be
obacured. Nvion carpet fibers, Saflex plastic interlaver
and many other value-added performance materials
are the major reasons the Chemical Company has
prospered and reduced its dependence on cyclical
markets

Today, onlv about one-half of the unit's sales are
tied to industrial business cvcles, down from three-
fourths several vears ago. This, in tum, has brought
Monsanio's aggregate cyclical businesses to less than
one-third of total corporate sales. Just as strong mar-
kets worldwide supported Chemical Company sales
in 1989, the unir's increasing global involvement insu-
lated it from regional economic downturns.

Aher nearly five vears of investment since its
aquisition, Searle had a positive operating income
tor the first time at §& million. led by Calan SR anti-
hypertensive drug. now one of the top 13 U.S. phar-
maccuticals in sales. Earnings at Searle now have the
potential to grow dramatically with an impressive
pipeline of new products.

_ The NutraSweet Company contributed §180 mil-
lion in earnings. with strong worldwide growth
particularly in the carbonated soft drink segment.

New uses for NurraSuweer brand swevtener abound
Nearly 300 new products sweetened with NutraSiees
were introduced in 1989, bringing the total to mutc
than 3.000.

Operating income for the Agricultural Products’
Crop Chemicals unit increased more than 9 pereent tu
3474 million. Lasso and Avadex herbicides posted
gains in sales. and Rowndnp herbicide showed anuther
dramatic increase, with volumes up 25 percent. [n the
unir's Animal Sciences Division. profits have buen
atfected by competitive pricing pressures and product
development programs.

Fisher Controls achieved the sales and carnings
surge we have been confident vould be demonsirand
Operating income more than doubled to 364 million
with PROVOXplus process control svsterns bevurming
an increasingly important contributor

Mansanto's saies and earnings are wall balanced
around the world. All world areas saw growih in won-
tinuing businesses, with 31 percent ot our wial sales
in markets outside the United States. While that pui-
centage is down somewhat from 1988's 43 pergent
our global position is actually scronger than at am
other time in our history. Where sales were down,
it was because of divestitures that moved us turther
away from commedicy products and toward a
stronger. higher-value-added product porttulie

In spite of our second consecutive record scar. 1t
is important to acknowledge that we aren't there vt
Monsanto's long-term goals will be fulfilled oniv
through the continuing extraordinary efforts of uur
people and our continuing investment in futury
products.

With our improved cash flow position. we rein-
vested $598 million in research and development tor
new or improved products and $607 million in capital
to reduce costs, expand capacity and improve the
environment. Our R&D expenditures remain high —
7 percent of sales — and the results are beginning
to flow,

A result with exciting potential is Siplesse all-
natural fat substitute. In Februarn 1990. this product
was atfirmed as “generally recognized as sate’ (GRAS)
by the U.S. Foed and Drug Administration (FDA) t
use in frozen desserts. And The NutraSueet Compam
has introduced the first product to be made with
Simplesse — Sinple Pleasures frozen dairy dessert.
Simplesse may eventually be used in foods like
mavonnaise. salad dressings and vogurt.

In December 1988, Cvratec, a drug that provents
gastric ulcers in certain high-risk patients, was
approved for marketing by the FDA, which callnd
it "the most important [drug] approved this vear
[1988]." U'.S. sales of Cviotee reached 339 million i
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Delivering on Commitmants (continued)

1989, contributing 1o worldwide sales of $60 million.
Preventive medications like Cviorec require more
physician education than conventional trearnzens
drugs. While the educational pracess takes longer,
the effort should pay off in substantial sales increases
in 1990 and bevond.

Maxaquin (lomefl in), a novel anti-inf
drug in the quinolone class, had its first country
launch in 1989. We expect approval in several other
countries in the next two vears.

In 1990, Searle will launch Kerione, a once-a-day
beta blocker for the treatment of hypertension.

In the Agricultural Company, we expect Dirmern-
sicit herbicide — a crabgrass treatment that reallv
works — 10 be approved and on the market in 1990.
And products in five new classes of chemistry are in
earhy 10 late development stages in the Agriculturat
Company: one new product should emerge each vear
in these new classes of products.

The Chemical Company will continue to jaunch
new high-performance products in 199G, If stain resis-
tance was the carpet trend of the 1980s, durability will

have raised predictable charges against BST as dis-
ruptive to the supply-and-demand balance for milk.
Nonetheiess, upon its regulatory clearance, BST will
join earlier technologies that have provided safe. high-
quality food supplies at a low cost to consumers in
developed agricultural sectors worldwide.

Looking back on 1989, we see solid performance

from today’s products and an impressive array of new,
important products for funure markets. In sum. the
strategy is working.

But a financial strategy alone isn't enough for
Monsanzo to achieve its goals. No strategy can be
stronger than the basic values of the companv and
its people.

The ability to deliver on our promises, to all cur
stake holders. rests squarelv on a set of commitments
and values that 1 believe increasingly characterize
Mc and its emplovees. | won't dwell on them
here, because we deal with them at length in the next
few pages.

Tl simply note that as rimes and conditiuns

S0 Must strategies adapt to those changes.

h

set the pace in the 1990s. The Chemical Company is
already there with Traffic Control Fiber Svstem, a
new performance biend of nylon and acrvlic carpet
fibers for texwured carpets, and with Acrilan Plus car-
pet fibers for fashionable “berber”-style, natural-look
carpets,

The growing market for Saffex plastic interlaver in
laminated architectural glass will be supported by the
imroduction of Saflex OptiColor Svstem interlayer.
This new product offers architects hundreds of new
colors to enhance the beauty of their designs.

A numbwr of new high-performance Triax plastic
allovs ary slated to come from the Chemical Campany.
Also coming are several specialties products. inciud-
ing the tifth generation of Skvdrof fire-resistant
b draulic thuid. Unique, metallized textile materials
for clectromagnetic shielding for computers and other
high-technology applications are also in the offing.

Fisher Controls will introduce new PROVOXplus
products that will integrate business systems, facili-
tate svstiem-wide planning and improve engineering
productivity and environmental control 100ls. In 1990,
Fisher also will market improved rotary vahve seals
and the new energyv-efficient $.402 gas regulator
for homes.

While Monsanto’s pipeline is fuli, we can't help
but be disappointed by delavs in our efforts 10 bring
bovine somatotropin (BST), a product that increases
efficiency and improves milk production. to market.
This produst, which awaits FDA approval, is another
in the continuing series of technology improvements
for world agricuiture. Opponents of new technologies

But our commirments and yalues will endure. And
they wili always be the bedrock upon which we con-
struct the future strategies that will keep Monsantc
prospering.

In April 1990, three of our directars will retire
from the board, having reached mandatory retirement
age. Ravmond Dahl, Richard Fricke and John Hanley
will be sorely missed in our corporate deliberations.
Their cailective contribution to our current results has
been invaluabie.

Jack Hanley, with 17 vears of combined service as
chairman, chief executive officer and board member,
was instrumental in setting the current course of the
corporation. A chronicle of his Monsanto vears is on
the inside back cover of this report.

In closing. I would like 10 note that while 1989
was a good year for a number of companies in the
industries in which we participare, it was especially
important to us as a demanstration of the durabilicy
of aur earmiings growth. and we expect to report 1990
as the fifth successive vear of income gains.

QOur people are delivering an commitments.

et ffhpots

Richard . Mahoney
Chairman and Chief Executive Officer
March 5. 1990
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g “Money is not the single measure
... . of a company or its managers.
v e e Financial performance is the
. : ‘enabler’ to greatness. To be truly
[ . great. a company must merit that
Vo ;,”‘ title from a varied group of stake
o I,:' : holders: its amployees, its cus-
' . tomers and the communities in
. &7 which it operates. Oniy by com-
. - mitting ourselves to both financial
- results and the highest social, ethi-
cal and moral standards — those
nonfinancial commitments to
greatness — can Monsanio
achieve and maintain such a
reputation.”
— Richard J. Mahaney,
A Commitment to Greatness

A

COMMITMENT TO GREATNESS

et

A Commitmens ta Greaimess was
written and published in 1988 for
Monsanto employees. It explores
nine nonfinancial values that
describe what Monsanto stands
for, what it expects from its peopile
and what people can expect from
the company. They aren't nine
easy steps to greatness. Nor are
they exclusive to Monsanto. But
together, they are what Monsanio
must embrace if it is to earn the
reputation for greatness from its
stake holders.

In the following pages.
employees, customers and neigh-
bors describe how Monsanto is
delivering on its commitments.
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COMMITMENT TO SAFETY

"1 meet with every new employee,
and my basic message is alwavs
the same: Safetv comes first,” savs
Achiel Ossner. manager of Mon-
santo’s Antwerp, Belgium. plant,

Evidence of "Pak de 8," the
name of the plant’s safety pro-
§ram, can be seen evenwhere —
on clipboards, bulletin boards,
hard hats. “Pak de 5° means “Take
five”: five ds, five mi

mobile trolley for fire protection.

Up until last vear, weeklv
safety checks far toe often uncon-
ered twisted fire hoses, missing
branch pipes. wrong spare parts
and damaged tools in the several
fixed firefighting cabinets located
throughout the plant.

It was virually impessible to
keep the equip in the cabinet:

whatever time is needed ta think
through what vou're about ta da.
And do it safely.

Ossaer savs that attitude
toward safery goes along with
lower costs, improved qualitv and,
ultimately, profits. He might have
added emplovee ingenuity, as evi-
denced by the worker-designed

SAFCYY MITAN

DETAL, o MO TOMRNG Rrogrom on
sulvty and anvironmentel iNves relowed
1o the proper homiing of agricuihurol
chamicain, it @ winngr with form-chaemicol
teaiers and fheir cuslomers ond neigh
ors, The mrwer-port video sries is on
imporiant educaionol resource in the
form community's drive o oddress can-
tarn for vola chemicat handling and

In odelifion o offaring volucble infer-
manion W harmechewical hondier, and
waary, thire employees amd their farmer
Cuttomgry, thy videos are shown fa Bvic
groups. “This heips the public svatuete
the uss of chamtols in ogriculture,” says
ey Burling of ta llingis Fertilizer ond
Chemicnl Anotiotion. "Locol fire dapart-
s use the 0P I draw up emeTgRNCY
wors 17 cone of 1pilh or Occidens.

I sevears states, inciting lowa,
New York, Okichoma ond Tents, peopie
licansesl 10 opply egricuiturol chemicals
| con recewe contimung-sduction cradin
by otwnging DETAN training sesions.
Eormng sch cradin is reguired for
liconse renpwal.

At the deulers’ regust, the rert vides
suriat will inchude o comprehensive pro-
grom for the harm fomily enktied "Form
Chemcat Sabety.

pshape. Various pieces were

often removed to be close at hand
during any maintenance job that
invelved “hot work.” like welding
or spark-generating grinding.
Though the condition of the equip-
ment had not caused a problem, it
was unacceptable given the plant's
high standards.

“We knew we had a conflict.”

says Eddy De Beiva, leader of the
quality circle that solved the prob-
lem. “So, far standby protection
during hot work, our team devel-
oped a completely equipped
mobile troiley, ready 10 go
anywhere."

Today the firefighting eguip-
ment inside the cabinets is neatly
arraved, easilv accessible, readv
for its primary job: to do bartle
with fires involving anv of the
potentially dangerous raw mate-
rials used in the plant.

As Ossaer savs. safety and
lower costs go together. The cost
of maintaining the fixed fire cabi-
nets dropped from $17.500 a year
10 around $1.000. The cos: of four
trollevs, fully equipped: $7.000.

Through a relesttivss  recards it Etoom

empliasts it sapen, Hoe eneriong, Bee
workers at the fighters hewrr u s
Annwerp, Belgiuns, qurder conprral dietiis

plawt lrave achieved ¢ saren dniil
one of the best saten
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COMMITMENT TO ENVIRO?

In 1386, Monsanto's chemical
plant in Everett. Massachusetts.
was in troubie with its neighbors
in this Boston suburb, "When we
polled them, one-third of the peo-
ple¢ considered us a health threat,”
recalls John Dushney, plant
manager,

Pollution-abaternent initiatives
costing millions were already
under way, but the community
wanted more action and more
information about what the plant
was doing to clean up past prob-
lems. The plant was close to losing
its neighbor-conterred right 1o
operate. Clearly. evervone agreed,

changes were neaded.

John Ragticct, an Everert ciny
councilor, recalls, “In 1986,
Monsanto began a dialogue that
today remains totaily open and
honest. Thev tell the community
as much as they can as often as
they can about their actions to
improve the site. John Dushney
and his staff are involved members
of this community.”

In the last several vears. com-
munity support and acceptance of
Monsanto have grown. Since 1988,
for instance. Dushnev has, by invi-
tatjon. served on the board of The
Boston Harbor Association

—_—

ENVIRONMENTALISTS
AT WORK

g When Monsanta ornounced =
" 988 its industry-leacing gooi
10 reduce foxIC Gir emraLaEn
9O parcent by the end ot 1992, :
Terry Anurian, Bob Darrah, !
Steve Warcham and Aust Roeber .
wery airsady working hord faword
that goal

n 1983, rhis ream ar Momanta:
Agrieyiturgl Compamy s Muscanne.
lowa, plant began working on a
maching thet uses © new regyeing
technoiogy 1 ¢limingte mas? oF e
EIF WTHASIONS CraGTEd I T DIGITC-
meking pracess.

The new rechnalogy. sapecea
' gu an-'ow iGTe ™ year ~o
achiwew most af rhe 95 cercens
AMBLON rAdUCTaR alenred F2

unit. It wiit also pay for 5
aving more than 52 § .
the first e yegrs of
aperation.

{MENT AND NEIGHBORS

(TBHA}, the acknow ledged "un-
sctence of the Bostan Harbor

Dan Curll. president of TBHA
has words of praise tor Monsanro ~
response (0 a communitt's newd
see and understand changes at the
plant. “What they've done eveeds
all requirements,” Curll savs.
“Monsanto is a corporate citizen
that is as responstble as 1t can pus-
sibly be within technucal and
economic bounds.”

He adds. "They have an hunest
worldview and a sincere long-term
commitmment that other industital
tirms should emulate. Therr
investment will pas off.”

R
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COMMITMENT TO
GLOBALIZATION

Back in the 1970s, when Monsanto
petented and developed Roundup
herbicide, the company recognized
it had an astonishingly effective
berbicide for an endless number
of applications. And it saw this

slyphossse-based

= touk st et ol e of
|+ St ior baie-up dnasumiuiion, bt

= S Jupmmass stving, 5w wnll werth

TRADE, COUNTIRTRAM

Eowern Eurape may be apaning up,
bt without hard currency — thet
is, money readily sccepies workd-
wide, like ¥y French fronc —
peaple there con't buy our grod-
wern. Or con thiy?

“Thare is 0 s0lution,* sys Oun
‘West, direcior of coumurrade for
Momonte, “Wa eschonge our prosl-
ven fr some of thewr proshucts,
which wea than sl 10 soemacns who
doss hove b hard currency. Thot's

hﬂ-."lﬂpcndin"tnw:n | Ve alfort. ow N* s Mammmie's ey,
yomer peeds means going beyond | SeFOR. 4, 1909, o the Tekye Sk
chemicals. With Expedite del -+ Sbagn.
sysiem, it meant developing an - p L T T )
entiee system of equipment and e e e
new formulstions of glyphosate.” ;" lhars,” s Gusngn
Custorners' feedback from .- Clngm, preens of Mt Jopon
around the globe taught Monsanto [ --Aleied. “ayss tinking of suing
much about tailoring products for - dmminass wilh s e got Wforons-
local needs. To adapt glyphosate to S inariel died purty s S
meet the needs of specific users, Somminl cummmlly, jut ou sstte,
Montanto 1t wapylions, (uin-vanhers pavtmes and
specialists have worked in every Savatmors do &s the tinted Siutes.
world agricultural situation — “Tha inags of the sniire gravp of
from French vineyards to develop - pasion in thlp impartan
Azural herbicide, to expansive warkest by v beightonad. 2u 0
Australian wheat fields to develop Pk, e wariures o dursiep s
Roundip CT herbicide for Snmalog dadl jiet-vonture relstimbip:
moisture-conservation farming. st be bottur recaived =
They siudied the weed control
needs of Thailand to develop Scour

herbicide, which they then pack-
aged in liter containers for the
convenience of small-plot farmers.

“Every formulation of givpho-
sate we sell is targeted to a specific
need of farmers,” sava David

cuhural Company. “Monsanto now
s close to 100 brands of glypho-
sate-based products used in more
than 100 countriss.”

No other group of products
well illustrates Monsanto's efforts
to market gobally by thinking
louilv.

As on sxnmple. Wast citts Fisher
vellven. recantly soid in Romenia.
“W took boll bearings from
Romonia, 10id the ball bearings in
the United Kngslam ond then con
varvu! the British pounds into U 5.
dollars.”

In 198%, countertrode contributed

0714886

TOWOLDMONO0015540



! Monsania’s line of world. Spark herbt-
. glyphosate-based cide was developed
. products are cailored  for the needs of fruit
. o solve unique local  growers and ather
. agricultural prob- small-plor farmers
! lems around the in Thailand
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COMMITMENT TO RESULTS

Good science, good marketing and
a determination to get results
make a powerful combination for
a pharmaceutical company like
Searle.
Searle applied that combina-
tion to Cviotec ulcer-preventive
drug. Cvtotec, originally developed
for the treatment of uicers, had
become viewed by many as just
ancther me-100 acid suppressant.
But afier extensive new clini-
cal studies, Searle was abie to
reposition Cviotec as the first and
only medicine that can prevent
stomach uicers caused by chronic

A LICINSE TO SucciiD

Searie is 30 rious about i inlertien
10 Licavia ond comsre rew compouncs
of on occelarated rate tha? it e cre-
oMd & new busineu unit dedicoled
Sobely to thet amd.

Clincal daveicpment of licensed
compaunds is carried oyt by o Nighly
napurioncas sl that is fully dediated
o thuse pradvcs, Trwiore, these
compoyngs 40 not compete for
rencyres wih Seurie-siecovered drugs.

Soys Peter Gusan, view president of
worishuisy kosnsing, “Wa wark sysiem-
otically 0 lridge the insviabie gops.
in prosurt fow whily scresning for
v druge ther are complamentary
5 oW own mavkating end ressorch
cmpobilities, ™

use of arthritis medications in
high-risk patients.

This drive for results was
aiso behind the repositioning of
Searle’s high-blood-pressure medi-
cine, Calarr SR. After years of use
for the treatment of angina, Calan
was reformulated as a slow-
release, once-s-day medication
for the much larger high-blood-
pressure market.

After this reformulation and
repositioning in 1986, Calan SR
quickly became a leader in the
highly competitive hypertension
market. In 1989, U.S. sales

0000 TASTL,
G000 HEALTH

Imagine @ fat whetie thot is oll nek-
rol, yot provides the fosie and ey
of fat in foods. Thet's Simplesse nil-
nanrol fat wistivie, o product that
sheuld appaal 1o people sesking 1o
redhuce he amount of ket in their diets.

The first product made with Sim-
plusse i3 Simpie Pleasures frazen duiry
dunsert. Fot-free ond with holf the calo-
rigs of pramium ice cream, Simple
Plaosures ollows congumers. i induipe
thair 1rite for rich, Cratmy diserts.
Simpistse has potential for o brood
ronge of foads — moyonnoise, mar-
garine, sour cream, solod dremings,
chaess ond many more.

The imtroduction of Simple Mleciures
followed the et alfirmation by the
1.5, Food and Drug Administration
that Simplesse fot subsinie is “genar-
olly recogeized os soie” (GRAS) for we
in frozen desterts, Simplesse oiso hos
baer checred fior morketing in severol
ofher courries.

0

exceeded $364 million. and the
Calan brand became the 12th most
widely sold prescription product in
the United States.

Searle’s total sales in 1989
company also showed an operat-
ing profit for the firs: time since
being acquired by Monsanto in
1985, Searie people are gerting
results.

Q714888
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Searle’s drive for
results helps people
like Gladvs and
Guwillem Hughes.
Frere strolling ina
park riear their sub-
urban London
home, lead healthier
and more active
tives. For exampie.

by developing
Cvtotec as the onlv
drug that can pre-
ven gasiric ulcers
often caused by
arthritis pain medi-
cations, Seerie
removes a sighifi-
cant concen of
these parienrs.
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Vuszaad? U e e utis - sty JU v eeka ar

uges miinorrs it M

5 Envi-

schood studeowss like ronntental Healeh
Vickt Tibbs to enter  Lab, same of it

sceesice and math wuorking with
cureers dirough ies Dr. William Ribelin
Horizon inwnsing w1 the patlology
mrogreon. Tibbs ronp.

COMMITMENT TO EQUAL OPPORTUNITY

“You have to be taughe

To by atraid

OF peaply whose skin

Is a different shade.”

S0 goes the song trom the musical
South Pugeric.

Onge the lessons are taught.
the unlearning does not come
easy. But it is being done. For
insiance, Monsanto Chemical
Company otfers serninars on
“Managing a Diverse Work Force”
— o days of soul-searching and
stereonpe-debunking exercises.
Through these seminars, more
than 2,500 employees have
become more sensitive to issues of
race. sex. age and culture,

As a supplement to these semi-

nars, the Chemical Company
conducts [3-day. intensive work-
shops on the ¢bb and flow of
relationships. Graduates become
“inside consultants” a1 ailable to
anvone having a problem with a
co-worker, subordinate or boss.

For anv given situation, two
consultants are paired together as
a ream ("consulting pair"), often
reflecting the racial or gender
makeup of the individuals
involved. “Consulting pairs don't
give the answer,” savs Steve Wil-
liamson of the Rubber and Process
Chemicals Division. "We just get
the employees to agree to take
steps to address their issues.”

To get work relationships off

MINQRITY ANO W OM[T
PROFESSIOMALS

-

r
3

to a good start, new empioyees gu
through 2 “joining up’ provess 11
which they, their supen isor and .
pair of facilitators from the cun.
sulting-pairs program Muet a0
tatk. They deal immediatety with
biases that otherwise mighr nut
surface for months. (f at all.

Bill Roval. of the finance and
planning group. has assisted at
more than two dozen “jutn-ups
Royval savs, "Some managers o
in thinking. "Bov. 15 this a waste .t
time!" But soon thev start ralking
about what it takes to succecd
about socializing so people Jdu ot
feel excluded. about seeing then
emplovee as somearte w ho mas
bring special perspectives

0714290
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COMMITMENT TO EMPOWERMENT

swe first came here 1o work
pecatise we were good with our
pends. But cur empowerment pro-
gun shows that our heads and
hesrts will make the difference
if our plant is to compete in the
1960s.” states Rao Sll'llmpl:dfl‘ .
menufacturing engineer and facili-
eoc for the eight-member High-

t Work Team at the
Fisher Controls plant in
sicKinney, Texas.

The 1eam's first project was to
produce & redesigned service regu-
japor that maintains a constant
downstream pressure of natural

Mty Plowpnrt plgat in South Wisles,
amperment wes tha naut legical sep
np proosss hagan in 1982 whan haurly
vawhers mevad ' un sl hawrs”
owivact and tha Nens deths ware
fhrown owiy. in 1908, “harmeniassion”
e sviryans ot Nowpart on individ-
wol sinlf custvacy with slary ranges,
pouk, hrander respansbilitios ond ©
proutir htwindga of e company’s aime.
o Gadil, & maimsenance fiver for
10 yours ot Nowpart, hat won the
plans cslture “go from @ hierorciey 10 0
ity ' the lost wo pears. Gadd
iy, “Lide I ansier and meve imeren-
") Snch we hacame one el Joke gt
dane quicher, and I'm ires 1o delve

n okt sapacn of wy

repanshilitien,

themnselves “The Skunkworks,”
decided to replace the 30-year-oid
§.102 regulator, which had been
copied by many competitors. Both
salespeople and cusiomers were
asked to provide a wish list of fea-
tures for the “perfect” regulator.
The Skunkworks then began to
design 2 prowotvpe of the 5.402,
a new and improved regulator.
“Developing the design based
upon customers’ requirements
gave the customers satisfaction
and us a surprising degree of suc-
cess — and new patents have been
and are about to be issued,” says
Don Rice, engineering manager.
The High-Involvement Work
Team then took over to guide the

new regulator through production.

Working with cus-
tomers, the sales
force and technical
experts, an eight-
mertber team of
empowered workers
ar the Fisher Con-

Team members. who previously
had worked only singie-skill jobs.
had 10 learn every aspect of pro-
duction, They even redesigned a
production line.

“We used to [eel like robots.
Now we've specified the use of
robots to manufacture this prod-
uct,” savs ream member Maxine
Travis. “We learned 10 do every-

thing required to produce this new

product. Pecple all over the plant

want to be on a team now.”

Success begets success. The
McKinney piant manufactures
hundreds of types of products,
dozens of which are now benefit-
ing from the heads and hears. as
well as hands, of its empoworod
emplovess.

trols planr in
MeKinney, Texas,
mtade the industry’s
mast advanced
house service regula-
tor a realiry. Shown
with manufecturing

engineer Rao San-
antpudt are Isabel
Benitez (lefr) and
Anita Lemmond
(right) of the High-
Imvolvermerne Work
Teain,

0714891
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COMMITMENT TO SERVING CUSTOMERS

“When you begin formulating
products as a direct response to
customers’ requests, they quickly
leam to ask for ‘dream products.’
Then it's our job 16 supply them,”
says John Kilkenny, director of
new business development for
Monsanto Chemical Company's
Plastics Division.

An increased focus on serving
Customers was basic to restructur-
ing the Chemical Company away
from commadities and toward
performance materials — products
that sell because of the value they
add 1o customers’ products.

Two new products for the

automotive industry, for instance,
satisfy specific customer needs:
Lustran Elite HH, a high-heat plas-
tic, and Lustran Elite LGA, a low-
gloas plastic for interior trim.

The list of such responses to
customers’ needs since 1986
includes more than 80 new and
improved products. The number
will grow by more than LS per year
into the 1990s.

Exemplifying the attitude
toward serving customers is Bill
Cloutier, marketing technical ser-
vice principal for Saflex plastic
interlayer at the Indian Orchard
Plant in Massachusetts. “If I'm at a

A CUSTOMER'S
HOLISAY
E———————
In ity 1909, Polysar

Liraiteg in Oviaw

resuleni o wrives B borruin of Theome-
nol 57 heat-transier flud 'o sort up o
rww $100 million plesr. AWhough it wos.
o holidwy wenkard in hoth the Uniet
Seotes ond Comasln, Jaun Dussoult of
Monessie Conodo ment heurs meking
dozens of phoms colis o arrengs imme-
Aloboma, plans.

“We stond Io lose $200,000

8¢ up @ weshend delivery and sved w
Frwe eyt of prodction,

windshield plant, 1 consider myseif
their emplovee.” Cloutier savs. “1
get a lot of savisfaction from my
relationships with mv customers.”

Satisfaction works bath ways.
Tom Russeil, supply manager at
Ford Motor Company's Dearborn.
Michigan. windshield plant. loves
to see Cloutier walk in the door.
“He’s so knowledgeable, he antic
pates needs we don't even know
we have.” says Ruasell.

These kinds of alliances are
good busi for bath ¢ ers
and Monsanto. They also put
Monsanio's global reach as near
as a handshake.

0714892
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. Serving customers

. thraugh new prod-
L ucts or new uses of
| existing producis is
1 exemplified in the

. growing number

. of applications for

Saflex plastic inrer-
laver. The world's
{zading prodict for
making aruomobie
glass shatter.resis-
tan, Saflex is
incregsingly wused in

architectural glass,
in works of art, and
in designs such as

I M. Peis glass pvra-
mids ar the entrance
1o the Lowvre in
Paris.
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COMMITMENT TO DOING THE RIGHT THING

In Maury County, Tennesaee, dig-
nity and stability are synonymous
wigh the local community's strong
work ethic. Monsanto's 50 years of
mining snd processing phospho-
rus at the Columbia plant provided
In 1985, however, as the body
of ore neared exhaustion and de-
mand for phosphates continued ta
soften, Monsanto announced that
the plant would close a year Later.
The immediate resalt was an uncer-
tainty thas threatened the quality
of bife in this lush, rolling hill
country in middle Tennecssee,
where family and jobs are the

Gava of Aussricurs. ¥ i » simpie but
virmlly impuriamt Bep i making prog-
rou fward splving wivit as ben
wemad ‘Americy’s asher

rug prablem. "

esrevsdnnnnanannme:

Calumbia Chamber of Commerce.
"They could have just pulled up
stakes, but they went out with
umnchchnandcmunfw

enced during the shutdown. "nu
company did everything it could
possibly do to help us all find

work,” Massey recails, “They
openedupwhl.tweﬂlhdthe
office,' and
brought a firm in from Atlanta to
u:hushowwwnummd

states to come to the plant 10 do
interviews.”

Massey conitinues, “Monsanto
is family. I know that sounds
corny, but you ask anvbody. All of
us got help from Monsanto, and
we got jobs we wanted. We're all
fine, but we wish Monsanto would

. After closing its with his wife and
. Columbia, Tennes- children in down-
1 see, plan. b town Coll i

brought in consel-  coudd find new

ors and recriiiers 1o jobs with mini
' ensure that emplov-  mad disruption
e like Jimpmy fo their per-

Masses, shown here  sonal lives.
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BROEAKING THE CYCLL

Mormutc has reduessl i relignce on
highly cyciical markats. Five poars ape,
thass morkeis occowmted far twp-thirds
of the company's iaiss. et todey they
ars lem thon ang=third. To mmiviee s
NON-TERSITNE POWUIE, COmMpOnY
stvategy will coniaue to focus an gh-
vohm-added products — producn
whous prices and profit marging ore
dutarmingd more by valus creased for
custommrs St by rew-meterigl costs or
ar-tarm supply-ard-demons foctors.
"When you odd woha, o5 we ¢
ewylon corpet Hlbar by making it s
ramigiam, yOu Ore giesing ot the upper
ond of the markst, wiich buys rot on
price but bacoise of the secial nesd
e product fills,” soys Monsarta Chet
Econawist Micholas Filippelio.
“Similorly, the tre-replocmrent
arient theat usss owr rulbiver chasmicsls
o the windshisid-replacevent marhet
thast usss Soffex plotic inerlayer
houid suppart salus sven if cor preduc-
Hon sewws. Altagether, this seouid mean
0 s0kd ond e volotile sornings bese.

COMMITMENT TO SERVING SHAREOWNERS

Monsano must serve the dual
neads of its shareowners. On the
nhnd.theconmymunpm-

Nicholas Filippello. “We concen-
trate on high-value-added products
that are or can be market leaders,”
be notes. "We support those lead-
ership positions through R&D,
licensing and acquisitions.”

opment of future products. and to

incunred as a result of the acquisi-
tion of Searle in 1985. Monsanto's
increase in dividend payments has
continued during each of the past
17 years.

“Our current leadership posi-
tions should carry us while we
focus on product innovation,
whether to bolster marure busi-
nesses or 1o break new frontiers
mbwchemunandnumnon,

pmduttstop Monsanto's :trawar.
focus. Abandoning its policy in
the early 1980s of devoting about
3 percent of sales revenue 10
h and devel

P

Monsanto has now more than
doubled that investment. to about
7 percent ofsnles wdav

lndndexﬂbnmﬁhymume

As Filippello nous “Compa-
nies that can consistently return
20 percent on shareowners’ equins
enjoy superior market values.”
‘With a 17.6 percent return on
equity in 1989 (up from 15.4 per-
cent in 1988 and 11.4 percent
in 1987) and with an eye on the
20 percent goal. Monsanto has
its sights firmiv on serving the
dual needs of sharcowners.

1z7E
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THE VALUES OF A WINNER A
LYY et
By Barle H. Harbison, Jr.. near or distant. 1f we don't deiver S ;
President and for our sh a3 they beli ) - S
Chief Operating Officer we should, theyl find better R A Y
to do with their money. ’*\ e
Values — whether for an individ- As the world changes, other - e WO
ual or & cOrporation — are values take on added importance - ﬁ .
guideposts on the road 10 achieve- because markets are rapidly LA '
ment. A grest company must becoming more and more global. 3 qw
financial Today's custormers have unprece- e, -
vetuens, but that cannot be its only  dented options; more than ever : e te
objective. It's unlikely that any before, they can go elsewhere. v
compeny can succeed over time World-class quality no longer rep- h
without clearly stated and agreed- resents the margin of victory — it’s .
upon values thet reflect firm com- merely the entry fee 1o play the AL
mitments 1o thase who have & game. Thus, becoming more global % <
stake in its actions. in our ing is urgent. Focusing
We have such values at on custorners’ needs, by providing
Monsanio, and they directly affect pew products and unequaled ser-
our way of lifs. They underiay the vice, is essential. .
sady growth in our sales and What can be more important -
imcome for the past several years, than wpping the full talents of "
our record financial per-  everyone in this company? That p .
formances in 1988 and 1989. means empowering them to do -~
Our velues are basic. Doing the their jobs, and giving each ¢ rea!
right thing is the foundation of our  opporfamity to succeed.
philosophy. We tell our peo- And, like doing the right thing,
ple.'!!mmmmdnuh.dn adrive for results must reside a1
whet's ri the core of every endeavor we
We heve other important sign- undertake. . R
posts as well. Nothing can come These are the central values of 1 . ‘
befiore the safery of our workers, our company, and we strive to live g LA -
or the protection of the environ- by them every day. We believe they ! * : .,_':,m,h
ment and our neighbors, whether are the values of a winner. . PR
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Munsgement Report

Monsanto Company mansgement is responsible
for the fair presentation and consistency of sl
Bnancial daty included in this Annual Report in
accordance with generally accepted accounting
mansgement’s best estimates and judgments.

Management also is responsible for maintaining
-umotmmﬂmmungcmndsmlhm

consicleration in this regard. The effectiveness of

internal controls is maintained by: (1} personnel
selection and training; (2) division of respossibilities:
{3) establishment and communication of policies; and
(4) ongoing intemal review programs and audits.
Management believes that Monsanto's system of
internal controls as of December 31, 1989, is effective
and adequate to accomplish the above described
biects

Richrd].m Francis A. Stroble

Chairman and Senior Vice President and
Chief Executive Officer Chief Financial Officer
February 23, 1990

Audit Committas Rupert

The Audit Committee is composed of five non-
employee members of the Board of Directors and
met four times in 1989. It reviews and monitors
Monsanto's internal controls, financial reports,
accounting practices and the scope and effectiveness
dthuudmpuf«mndbylhcmdepndem-udnm
and internal auditors, The Committee also
recommends 10 the full Board of Directors the

Asnuﬁndbyshmmnnhﬂmmm
Meeting, Deloitte & Touche {formerly Deloitte
Haskins & Sells} was appointed as independ
auditors to examine, and express an opinion as to
the fair presentation of, the consolidated financial
staternents. This opinion fallows.

The Audit Committee discusses audit and
financial reporting marters with representatives of
the Company’s financial mansgement. its internal

auditors and Deloitte & Touche. The internal auditors
and Deloitte & Touche meet with the Committee, with
and without management representatives present,
to discuss the results of their examinations, the
adequacy of Monsanto’s internal accounting controls
and the quality of financial reporting. The Commirtee
encourages the internal auditors and Deloitte &
Touche 1o communicate direcily with the Committee.
‘The Audit Committee has reviewed the financial
section of this Annual Report. Pursuant to the
recommendation of the Committee. the Board of
Directors has approved the financial section.

Bm:k Mickel ?

Chairman, Audit Committee
February 23, 1990

0714892
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sdnpendant Auditers’ Opinion

1o the Shareowners of Monsanto Company:

We have audited the accompanying statement of
consclidated financial position of Monsanto Company

and Subsidiaries as of December 31, 1989 and 1988,
.ndthenhud staternents of consclidated incorne,
shareowners' equity and cash flow for each of the
three years in the period ended Decernber 31, 1989.
These financial staternents are the responsibility of
the Company's management. Qur responsibility is
w express an opinion on these financial statements
pased on our audits.

We conducted our audits in accordance with
'mnllymuwdludmn;nlndﬂds Those
standards require that we plan and perform the
audit 10 obtain reasonable assurance about whether
the financial staternents are free of material
misstatement. An audit includes examining, on
a st basis, evidence supporting the amounts and
disclosures in the financial statements. An audit
also inchudes assessing the accounting principles

used and significant estimates made by management,
as well as evaluating the overall financial statement
presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion. such consolidated financial
statements present fairty in all material respects
the financial position of Monsanto Company and
Subsidiaries at December 31, 1989 and 1988, and
the results of their openations and their cash flows
for each of the three years in the period ended
December 31, 1989, in conformity with generallv
accepted accounting principles.

MYM

Deloitte & Touche
Saint Louis, Missouri

February 23. 1990

0714899
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Sutoment of Conseliduted incoms

{Dollars in millions, except per share) 1989 1988 1987
Net Sales 38,681 $8.293 £7.639
Cost of goods sold 5,035 4972 4755
Gross Profit 3,646 3321 2,884
Marksting expenses 1,134 1,013 918
Administrative expenses 51é 474 424
Technological expenses 672 648 615
Amortization of intangible sssets 226 231 225
Rastructuring expense (income) — net 132)
Opersting lncome 1,078 955 g
Interest expense (182) (174) 172}
Intevest income 87 4 42
Onher income — net 62 56 9
incame Defors Incomse Taxes 1,013 893 673
Income taxes 336 302 7
Net Income 5 679 § 59 $ 436
Earniags per Share $10.03 $ 827 § 563
The above stasewnet should be read in conjuncrion with pages 39 through 44 of this report.
Koy Finonciul Statistic 1989 1988 1987
Porcent Change from Prior Year:
Net Sales % % 11%
Operating Income 13 30 16
Net Incame s 36 1
Eamings per Share 2 47 1
As a Parcent of Net Sales:
Gross Profit 42 40 a8
Administrative and Technological Expenses 27 26 26
Research nnd 7 7 7
Operating e 12 12 10
Net Income 8 7 [}
Effactive Income Tax Rate 3 34 35
Retura on Shareowners’ Equity 17.6 154 114
0714900
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paviow of Canseliduted Rusults of Oparutions

1989 — Another Record Year

Monsmo continues to del.mr on its commit-
ments a8 ev d by the ive year of
..can'l sales and earnings — and the fourth consecu-
tve year of improved financial performance. Tlus
performance Ited from a combi

of rensonably active markets and successful commet-
cial strategies that increased sales volume, El.mmgs
sis0 benefited from the of M

o concentrate on higher value-added pmdum In
addition to strang income performance, the stock

hase program contributed to the improvement
i esrnings per share and return on shareowners’
equity (ROE).

Sales Damand Waa Strong Across Most Businesses

Net sales increased 5 percent in 1989, principally
from higher sales volume (up 9 percent for retained
businesses), as demand was strong across most busi-
mess and geographic markets. Roundup herbicide

comtributed significantly to volume growth (up 25 per-

cent worldwide) in 1989. Reductions in selling price
on most glyphosate products and new formulations
coatinued to make the herbicide cost-effective for
waed control for a broad range of crop, industrial and
vesidential uses. Sales of the Calan calcium channel

meduﬂlﬁlrhymmw approximately
-day dosage of

song. Fisher Controls net sales were level with 1988,
but exchuding divestitures, sales grew 14 percent on
continuing operations. Markets outside the Unired
States continued 1o be significant and contributed
41 percent of Monsanto's 1989 net sales. In compar-
ing yeur-to-year results, Monsanto's 1988 net sales
included $391 million of sales revenue associated
with subsequently divested businesses.

Overall selling price increases generated
529 million in additional sales revenue, in spite of the
3131 million adverse effect of translation of non-U.S.
dollar denominated sales into a generally stronger
US. dollar. Chemicals, Pisher C is and Ph

Quality of Product Portfolio Enhanced
Operating Income

Operating income in 1989 was a record
$1.078 million, and 13 percent higher than the prior
year. The operating profit margin was 12 percent of
net sales, and operating income improved for the
fourth consecutive year. Sales volume and mix was
the principal factor for the higher operating income.
Higher selling prices and lower raw material costs
also contributed to a lesser extent. Monsanto's sales
mix was favorable because a larger portion of sales
came from higher-margin products (Crop Chemicals,
NutraSweet and Pharmaceuticals). Searle achieved a
milestone by eaming an operating profit in 1989 for
the first time since the Pharmaceuticals unit was
acquired by Monsanto in 1985. Fisher Controls oper-
ating incorne in 1989 was more than double its 1983
income. Crop Chemicals, Chemicals and NutraSweet
had record operating income from continuing busi-
nesses, but Animal Sciences operating loss was
greater than the prior year.

Marketing expenses increased 14 percent and were
13 percent of net sales in 1989 versus 12 percent the
prior year. An increase in sales through commission
agents, higher promotional expenditures, and costs
associared with product introductions were the princi-
pal reasons for the change.

Adminismative expenses in 1989 increased 9 per-
cent due principally to the cost of various empilovee
incentive programs and, to a lesser extent, inflation.

Research Expenditures Remained Significant

Research expenditures of 7 percent of net sales
demonstrate Monsanto's strong commitment to
research and development. A major focus continues o
be the discovery and development of pharmaceutical
and agricultural products. Research in existing prod-
uct technology and new applications aiso continues
acroas all business segments. University collaboration
and opportunities for licensing remain an integral
part of Monsanto's overall research program.

Other income was down slightly in 1989. Signifi-
cantly higher gains in 1999 from divestitures of
businesses were more than offser by higher

Ceuticais selling prices increased, while giyphosate-
based herbicides, NutraSweet brand sweetener and
Albwgr animal feed supplement prices declined. The
Wmmhmmmherhnduhw
¢red average selling prices 7 percent, but revenue
from the mdditional sales volume exceeded the pricing

loss. Avernge selling price for NurraSweer brand sweet-

ener declined 3 percent due to & combination of price
declines and sales mix.

currency losses and lower miscellaneous income. The
principd 1989 divestiture gain resulted from the sale
of the analgesics business — $56 million pre-tax

(%36 million, ar $0.53 per share after-tax). The impact
of nonrecurring items in 1989 was about the same as

the total of a ber of small, urring items in
the prior year.
0714901
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Roview of Conselidutud Results of Operetions (continued)

ROE kmproved Asnalysis of Change in Earnings per Share —
Progress continued d achi Better (Worse)
menumoia:ﬂpamllosbythnnﬂylm 1999w (19881,
On the strengih of higher profitability and aided by 1988 1967
the siock purchase program, ROEforlmunp:wed P 1atad F
wol7.op (166 p the analgesics " $026 $178
dwumure gain), versus 15.4 percent m 1988, s.lsl fling vd"m"" and mix pyret 247
Earniags Potenitial Emerged in 1968 Total Seles-Related Factors A 428
The continued success of strategies established in Comt-Relessd Factors:
prioe vears and growth in key worldwide markets pro-  Raw material cosis 18 (10D
duced strong sales demand that translated into profit Orher manufacturing costs o  ots
improvemnents for Monsanto in 1988. The increased Marketing, administrative and
sales demand was experienced across all operaring technological expenses 218 (LM
unity. Markets outside the United States accounted for
43 percent of net sales and contributed heavily to the  —oons Cov-Ralated Factors 2w 2u
improved sales performance. New applications and Other Factors:
market expansion contributed to robust dﬂnlnd for Restructuring — et 10.24)
established agricultural praducts such as Roundsiy Divestitures 041) (026}
-;':“-‘“‘ :I:: M”‘:l" imal feed supplemen Total Other Factors (0.41) (050}
& record vear, with a substantial i n
volume. Products such as Saflex plastic interlayerand ~ Operating Income 1% e
Lusrran ABS thermoplastics experienced vigorous Interes: expense (0.08) (001}
demand. and sales of stain-resistant carpet fiber for Interes: incame al10 0.03
Wear-Dated carpet continued to grow. The valume Crbser income — net (0.04) (D00
growth of NutraSweer brand sweetener reflected the Change in income taxes 0.18 0.38
continued strength of the .S, diet carbonated soft Change in shares outstanding [ X:} 0.64
drink market and further penetration of international
markets. Sales of the Calan pharmaceutical product Change in Esrnings per Share $1% sz4
incrensed 79 percent,
Sales Velurne Ivalax (1985 = 1.0/

Strong demand supported selling price increases
for a number of products in 1988, and overall selling
prices were favorable despite the reductions in some
ghyphosate herbicide selling prices. The continued
weakness of the U.S. dollar in 1988 gave U.S.-pro-
duced goods a competitive advantage in certain world
area markets, and the ranslation of sales denomj-
nated in other currencies into the U.S. dollar was
also faverable.

Monsanto's strategy 1o exit from cyclical com-
modity chemicals businesses in favor of higher value-
added products improved the quality of the product
portfolio and resulted in a significant improvement in
operating income. Additionally, higher selling prices
exceeded raw material cost increases.

Marhunl and administrative expenses increased
in 1988 p of inflation, higher sales
agents :nmm:mom from the higher sales volumes,
and greater employee incentive compensation associ-
ated with improved eamings.

The higher profit performance. supplemented by
the stock purchase program, produced a 15.4 percent
ROE. This was a iderable impr over the
1.4 percent ROE attained in 1987.

WM Monsanro Company aind Subsidiaries
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Operating Unit Sogment Duto

Net Sales Income (Loss) and Developmens
1989 1584 1987 1999 1988 1987 1999 1988 1987
Agricubtural Producis
Crop Chemicals $1,588 51377 51,178 $ 474 3434 §35¢ $119  SI1I0 S %4
Anirnal Sciences 15 169 127 “2) 10 4y 43 43 47
Chemicals 4068 3989 338 w7 426 450 104 108 108
Elsctronic Materials 209 188 1n L)) & 3
Fisher Controls 882 840 T48 o4 29 b 17 [ 1a
NutraSwest [ 7% T2 180 154 143 k' ] kL] 3
Pharmaceuticaly 1178 973 820 ] 62y (119 e 198 199
Bowechnology Product Discovery (47) 4N (43) &7 47 +3
Corporsis (34) (40} (36} 1 9 9
Total 58,081 53293 $57.639 51,078 $955 $734 bl $57% §557
Capital Depreciation
Total Assats Expenditurss and Amortizstion
1909 1988 1987 1989 1988 1987 1999 1988 1987
Agricultural Products:
Crop Chemicals $1,173 51001 $ 918 $109 5101 $ 71 $ 8t $8 §a2
Anisval Sciences s 260 Fr 3] » 22 N p - b3 2
Chemicals 2993 24883 23856 e 29 237 4T 235 2N
Electronic Materialy 217 214 10 11 20 17
Finhver Controls &34 682 654 F ] ¥ 22 k)1 37 i)
NutraSwest 1,344 1484 1724 “ 36 31 218 208 200
Phermacsuticals 1,814 |.604 1484 n S8 50 ™ bl k]
Blowchoalogy Product Discovery 54 67 78 [] ? L] 10 1 )
Pl 263 2864 L) 4 L] F 2 Y
Toml $8.604 $8.451 33455 S407  £590  S50% 6% 3703 3879
The above data should be read in comjunction with the Segment k nots to the 14 on page 44,
The countries in which Monsanto operates have 1907 Nat Sulss
m:mdnryk.depesufmﬂm thevefore, (parewnt by operating unit)
the historical cost of certain assets is generally lower
than current cost. Generally accepted accounting
principles require financial staternents 1o be prepared
s historical cost. Consequently, the deprecistion and 7 Chermmals
amortizarion expense reported above is less than that
which would be reported using current cost. % Animal Scumces
The 1988 operating results of the Electronic y
Materials business, which was sold in March 1989, 4% Crop Chemicai
inchwded the 10 months ended October 31. This busi- 13%  Pharmaceuncals
ness Was Ot reported as a discontinued operation
in the Statement of Consolidated Incorme because 0% NumraSuere
the effect was immaterial. 10%  Fisher Controls
The mlpal factors that accounted for the
Operating units’ sirong performance in 1989 and
1988, along umh the factors that are expected to affect
Operating results in 1990, are described on the follow-
RS poges. 0714903
M [ and § ETY
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Operating Unit Segment Dot (continued)

Crop Chemicals

1969 1988 1987
Net Sales 51,558 $1377 51178
Opersting Income 474 434 359

The Crop Chemicals operating unit is a leading
worldwide producer and marketer of herbicides, inclu-
dm(lbundup Lasso, Far-Go, Avadex and Machete.

ditions in the agricultural mar-
kmthrnuglmunhewnddaﬁeﬂCmpchmcaluales
volume, and more than half of Crop Chemicais net
sales are to markets outside the United States.

Outlock — Crop Chemicals

Roundup and other glyphosate herbicides consti-
tuted the major portion of 1989 Crop Chemicals net
sales. They will continue to be the dominant products
for Crop Chemicals for the near future. Manufactur-
mmwmmwmm
1989. The patents protecting glyphosate herbicide
have dates expiring between 1991 and 2000.

mercialization is in the early stages, buulwlllno:
materially affect 1990 sales,

Crop Chamisuls Not Soles
(dallars in wrilliowes) Animal Sciences
$2.000 1999 1988 1987
1,800 Net Sales $189 5169 5127
1.200 Operating [ncome (Loss) (42) (10 (43)
haad The Animal Sciences business focuses on animai
400 nutrition and growth products. The major commercial

Q 1987
LS @ Europe HMRastof World

Crop Chemicals herbicide sales were strong in
most key markets in 1989, with net sales increasing
13 percent and operating income growing 9 percent.
Saley volume of Roundup and other glyphosaie herbi-
cides was up 25 percent in 1989 despite dry weather
in northern Europe. This excellent 1989 performance
is the fourth consecutive year of volume growth of
25 percent or more. Selling price reductions have
made glyphosate herbicides more cost effective 10 use,
and the consequent sales volume increase more than
compensated for the lower prices. The expansion of
existing markets and the entrance into new marksts

» were factors in setting a record sales volume for
Roundup herbicide. Sales volume for Lasso herbicide
was strong because of increased plantings of corn and
savbeans in the United States despite continuing dry
conditions in several sectors of the corn belt.

In 1988, Crop Chemicals net sales increased
17 percent, and operating income improved 21 per-
cent. Selling price reductions for glyphosate herbi-
cides facilitated expansion into new markets, while an
increase in the pianted acreage of corn and soybean
crops in the United States contributed to higher net
sales of Lasso herbicide. Operating results outside the
United States alsc benefited from the translation of
local currencies into the U.S. dollar.

B M Monsonuo Camparty and Subsidiaries

praducts are Alimer animal feed supplement and
Santoquin feed antioxidant.

Sales volume for Alimet animal feed supplement
grew substantially in 1989, but net sales and earnings
declined because of price attrition brought about by
intense competition. Facility start-up costs for several
products also adversely affected operating results.

Appwvalhyﬂuus Food and Drug Admin-
istration (FDA) is currently being sought forhom:h-
nology-produced BST, anamnlly occurYing protein
that enhances the efficiency of milk production in
dairy cows. Expenditures for BST were higher in 1989
than 1988. The BST expenditures and the continuing
research and development costs associated with por-
cine somatotropin (PST), a feed efficiency and growth
rate enhancer that resuits in leaner pork, exceeded the
profit generated by Animal Sciences product sales in
1989. The BST-related assets are a significant part of
Animal Sciences total assets.

In 1988, Animal Sciences had record sales, pri-
marily because of a substantial increase in the sales
volume of Alinet animal feed supplement. Profit from
product sales was not sufficient 10 generate operating
income for the segment because of the high level of
research and development costs asscciated with BST
and PST.

Outlook — Animal Sciences
The market for Alimet animal feed supplement is

expected 10 grow 4 10 5 percent per year. but pricing
will continue to be a question for 1990 as competition

0714904
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Opeveting Unit Segment Data (continued)

emains intense. An Alimet production capacity
expension. started up in late 1989, increased the pro-
duction capacity for Alimet 25 percent, positioning
Animal Sciences to participate in the expected
markat growth,

BST is not expected to be approved in the United
Stasns before late 1990. This product is also being
reviewed for approval by the European Economic
Community. BST is believed to have significant value
1o the dairy indusiry through the reduction of milk
production costs. but it continues 1o meet opposition
from factions that are opposed to products utilizing
piosechnology. Animal Sciences is positioned to take
advantage of BST's commercial potential immediately
upos approval by the various regulatory bodies. The
cost o maintain that state of readiness will continue
1o affect profitability adversely in 1990.

Chemicals
1989 1988 1987
Net Sales:
Dutexgents and phosphates $ 492 § 465 § 457
Enginsered producta 134 109 00
Man-made bers 906 962 950
Plastics 233 87 804
Resin products s12 509 490
Rubber snd process chemicals &7 ss8 518
Specinkies 45 469 439
Towl 065 53989 33338
Operating Income »7 486 450

Chemicals recorded another solid year in 1989,
with net sales and operating income up 2 percent.
Sales volume and selling prices were strong for aimost
all businesses, although some slackening of demand
in the automotive markets in the United States and
Canada did occur late in the year. Most raw material
costs peaked in the first quarter, then generally
decreased throughout the remainder of the year.
Raw material costs for the full year 1989 were slightly
lower than 1988. Capacity utilization, an important
factor for Chemicals profitability, was 82 percent, ver-
sus 83 percent in 1988. Operating profit margin was
unchanged at 12 percent of net sales.

Sales volume for Lustren ABS thermoplastics,
Vvdymnylculndhldl-performnmedhnmdbknds
remained strong in 1989. Plastics profitability bene-
fited as raw material costs declined year to vear.
Market demand saftened somewhat in the United
States and Canada late in the year due to the slow-
down in automotive markets.

Saflex plastic interlayer sales benefited from con-
tinued advances in quality, technological innovations,
and a worldwide motor vehicle market that was rea-
sonably strong during the first three quarters of the
year. Market and technology programs, which focused
on the architectural business, have helped sustain
above average growth rates and market shares. Archi-
tectural products have become a larger share of the
Saflex business, helping to offset some of the cyclical-
ity of the automotive markets. A major Beigian
capecity expansion was compieted with additional
expansions under way in Brazil and Belgium.

Sales volume in 1989 for fibers products increased
somewhat from 1988. Stain-resistant carpet fibers for
Wear-Dated brand carpet continued to generate strong
cummemeﬂlddnmnd.ﬂmgm

nylon carpet fiber, high-performance Saflex increases essentially r in i
plastic inveriayer. detergent ingredients, phosphates, raw material costs. Selling price improvement
and maleic anhydride. occurred for acrylic products.

Rubber and process chemicals products set rec.
Chasisnls Not Salen ords for sales volurne in 1989. The rubber chemicals
iddotlers in miillions ! market is principally the replacement tire segment of
=y the industry, where high demand has sustained pric-
. ing and profitability. Maleic anhydride, a process
4000 chemical, remained sold out for most of 1989 and
3000 dditional capacity started up late in 1989.
1000
1,000

0 1947
TUS  BEurope B Rastof Workd
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Oparating Unit Segmment Dels (continued)

Manufacturing difficulties and start-up costs had
an unizvorsble effect on the detergents and phosphate
resalss in 1989, Demand was aiso soft for phosphats-
based detergent ingredients, as state and locat govern.
ments continued to consider and enact phosphate

bans. Specialties products sales performance was mixed.

In 1984, net sales in the Chemicals business over-
all increased 3 percent over 1987 Excluding
drmtul 1988 net sales

lduhlofex-us manufactured products inc d

Fisher Contruls
1989 1988 1987
Net Sales:
Final control systems $436 04 $346
Instrumentation 208 196 172
Orher 208 240 P4l
Toxal 852 S840 §748
Operating Income o4 29 26

mmmdsunhdmgwudd\ﬂdem

16 pevcem for the continuing product lines in 1988.
Owerall, operating income in 1988 was up 8 percent,
uhﬁhr!ﬂlulndumnnduﬁmgmam
ated solid income gains. Higher plant capaci
uﬁlinnon(npnumvmlopucentm l%‘?)nho
contributed to the improved operating income. In
addition, the ranslation of financial resulrs denomi-
nated in other currencies into U.S. dollars had a
positive effact on 1988 sales and operating income.
Operating income in 1947 included $30 million in
incowme from the actions instituted under the 1985

TERTUCTUTING Program.

Outlosk — Chemicale

The Chemicals unit will be challenged to improve
profiwmbility in 1950 because of an anticipaied slow-
down in the U.S. economy, particularly the automotive
market. Bae modest growth is anticipated in most
other markets, and volume gains are expected from
new production capacity for certain products. In addi-
tion, continued volume growth is expected in stain-
resiszant carpet fibers. Resolution of detergents and

phosphates manufacturing problems experienced
through much of 1989 and elimination of start-up

<osts in the detergents and phosphates and specialties
mmmumvammpmﬁ:

growth opportunities.

of p ] equipment. which includes indus-
trial valves and regulators, PROVOX electronic process
instrumentation and Permeq gas separation systems.

Fishar Controls Not Selas
{dadlars in miliions)

00
600
400

200

0 1987 1988 1989
BUS. BEurope §Reseof World

Fisher Controls operating income more than
doubled in 1989. Principal factors were strong selling
systems and PROVOX electronic process instrumen-
ation. These benefits were reduced by higher raw
material costs. Comparisons to 1988 are affected by
net sales of $96 million and operating loss of $6 mil-
lion in 1988 for subsequenty divested businesses.
Excluding dwsumns sﬂes gr!w 14 percern on con-
tinuing op with in the
chemical, pulp and paper markets,

In 1988, net sales increased 12 percent on the
strength of customer demand and improved selling
prices. In addition, this unit benefited from the favor-
able currency effect of a weaker U.S. doilar. Operating
income increased 12 percent in 1988 despite aw
material cost increases for speciaity metal castings
and electronic components and adverse inventory
adjustments in part of the European operations.

0714906
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Opoerating Unit Segrment Data (continued)

Outleck — Fishar Controle
Fisher Controls business is dependent primarily

upon workdwide capital expenditures in the chemical,
oil and gas, and pulp and paper industries. Sophisti-
nndnonn'olv:lvuandwnnnlsyswm may take

d As a result, booked orders for
pwdncnonuahvmdmtorinr future business

. Booked orders and profit margins
on those orders remained strong at year-end 1989,
perticulurly in markets cutside the United States. His-
torically, Fisher Controls performance has lagged
behind the capital spending in its cusiomers’ markets
by sbout nine maoaths.

NatraSwest

1909 1988 1987
Nt Sales s $736 1722
Qperating Income 180 134 145

The NutraSweet Company manufactures and
mackets NutraSweer brand sweetener, which is sold
woridwide, The company alsc markets Equal low-
uhhnbkmmthmuhomﬂnUmwd

Omh: strength of the best operating performance
in ita history, NutraSweet net sales in 1989 were up
i$ percent and operating income up 17 percent. Fac-
wxs favorably affecting the yesr-to-vear increase in
oparating income included a 20 percent increase in
volume lad by strong demand from diet carb d

Outlook — NutraSweet

The demand for low-calorie products worldwide
is projected to continue 1o grow. However, the United
Seates will continue 1o be the principal market for
Nutra S brand in 1990. S | projects
mexp;ndpmducmncapad are under construc-
tion, including facilities in the United Staves and
Brazil.

NutraSweet's aspartame use patents have aiready
expired in most countries and will expire in the
United States in 1992. Competition from both generic
aspartame and other sweeteners will likely lower sell-
ing prices cver time. However, consumer trends bode
well for the future growth of low-calorie products con-
taining aspartame, and the franchise value of the
NmSwrbundofupnnamemmmung

Sil all was affirmed
as genanllyrecnﬁmadanfe (GRAS) for use in
frozen desserts by the U.S. Food and Drug Admin-
istration in February 1990. The use of Simplesse is
already permirted by regulatory authorities in certain
countries, including the United Kingdom and West
Germany. Simplesse will begin generating revenue in
1990 as initial products using the fat substitute are
launched. but will not have a material impact on
1990 sales.

Pharmaceuticals

1949 1982 1987
Net Sales $1.174 97 $320
Operating I (Lows} L) 62) (119

soft drink markees, and continued decresses in pro-

puhmhmfanmphwnll-mmnlbt
substitute. NutraSweet assets declined in 1989 primar-
ily because of the amortization of the aspartame
patent.
In (988, mmwom:
of

Searle is a research-based, worldwide pharmaceu-
tical business concentrating on drugs for the
treatment of cardiovascular, gastrointestinal,
immuno-inflammatory, infective and central nervous
system discases.

Phormussutionis Not Sales
fdollars im woilliors}
$1.250

1,000

750

500
%0

Q
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Oporating Unit Segmant Date (continued)

In 1989, Pharmaceuticaly exceeded $1 billion in
net sales and recorded its first year of operating prof-
itability since the scquisition of Searle in 1985. Sales
grew 21 percent, driven by an approximate 50 percent
increase in sales for the Calan calcium channel
blocker prodects for hypertension. Calan sales were
3364 million in 1989. Cyrotec ulcer preventive drug,
the only drug approved for the prevention of gastric
ulcers caused by many common arthritis medications,
was lsunched in the United States. Net sales for
Cmmmmmdhonin 1949 versus $13 million
in 1988, The and technological expenses
mmmhmhmdmdwdmmt
negated the profit contribution from Cytozec.

hlﬂﬂnnnmthel!s.mnrh Pharmaceuticals

and Canads. Net sales in 1989 included full-year
results of the Ialian pharmaceuticals company
formed in September 1983, Another major step
toward & stronger presence in Europe was achieved
with the acquisition of a West German pharmaceuti-
cals company in October 1989, Impraved participation
in the Japanese pharmaceuticals market continues to
be an impoctant focus for Searle. Japan is the only

keted a3 Candere!, witich accounted for §112 million
in sales in 1989, up!lpumtfmm 1588.

sales in 1989, This spending level demonstrates the
commitment 1o product discovery that is aimed at
securing » sound long-term financial performance
for Pharmaceuticals.

In 1984, Pharmaceuticals had a sales growth of
19 percent, driven by the Calan calcium channel blocker
products, which had a 79 percent increase in net sales
in North America. Pharmaceuticals sales grew 13 per-
cent outside the United States and several strategically
important mergers, joint ventures and restructurings

were corapleted (o strengthen presence in the key

workd markets of West Germany, [taly and the United
Kingdown. The operating loss in 1988 was reduced by
48 percent from 1987,

LE Company and Subsidiari

Outiook — Fhermaceuticals

Cytotec ulcer preventive drug is expected 1o begin
contributing to profitability in 1990 as volume grows.
Cytotec is anticipated 1o be launched in additional
countries during the year. The Calan products are
expected to continue with strong sajes. Because pat-
ent protection in the United Siates has expired, this
product could be subject to generic competition in
1990, Xerione, a new beta blocker for the weatment of
high blood pressure, received U.S. regulatory apgroval
inl')l9mdwillbehun:!=dnommal.lymlm

Several products are positioned in the pi
fnruunnmnlinmnmdunm&wyun These
include misoprostol/diclofenac, an antiarthritis drug;
topical spironolactone for the treatment of acne;
Mnnqum the first once-a-day anti-infective drug in

the quinolone class; and zolpidem, the first of a new
chnnfdupm'mrmdtmcmendymnm

WMUMWEMUWM:M
a newly emerging technalogy related to the role of
body sugars in biological processes, which could hald

the key 10 unlocking the mechanisms of many diseases.

Bictechnology Product Discovery

‘The mission of Biotechnology Product Discovery
is to generate product candidates and new technology
in the area of human health, animal nutrition, plam-
related agricuiture and chemical products. The bio-
technology capabilities developed over the past several
years have been integrased with enhanced research
expertise to maximize the application of biotechnol
ogy for the discovery of protein and chemical (non-
protein) products. This research is coordinated with
the strategic direction of the Crop Chemicals, Animal
Sciences and Pharmaceuticals businesses. When
product Jeads and new technologies are refined and
clarified, they are ransferred to these operating units
for further developmem: and commercialization.

Q715908
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Net Sales to Operating

UnefBliated Costcamers Income (Loss) Total Assetn

1989 1988 1987 1989 1988 1987 1999 1988 987
United States $5,590 $5219 54883 s m 638 3501 56,169 56240 %6431
Europe-Africa 1,800 1801 1537 w 245 ta1 16587 1347 .25
Canads 430 n 328 50 37 3 130 149 1e
Latin America 318 304 293 3 27 2 % 242 235
Asie-Pacific 344 592 597 ] 74 49 s 478 513
Inter-ares Eliminations " 2¢) 6 (290) 358 (38D
Corporate 34 (40} (38) 276 263 286
Total $8.401 58.293 57639 $1078 3935 ST $8,604 58461 £8.455

The data above are prepared on an “entity basis,”
which means that net sales. operating income and
assers of a legal entity are assigned to the geographic
awed where the legal entity is located (e.g.. a sale
from the United States to Latin America is reported
a8 & United States sale). Inter-area sales between
Monsanto entities have been exciuded from the above
table; they are shown in the Segment Information
nost 0 the financial statements on page 44. The
repored opersting income for the ex-U.S. geographic
aress dots not include the fuil profitability
um&mmummmm

locations, principally from the United States.

Operating income for the geographic segments
does pot inchude the equity income from Monsaato's
joint venture companies, the largest of which are in
Latin Arnerica and Asia-Pacific. Such equity income
ia reflected in “Other income — pet” in the Seatement
of Consolidared Income. Monsanto's share of these
unconsolidated sales in 1989 was $216 million for
Latin America and $281 million for Asia-Pacific.
Monsanto’s net income included equity income
of §5 miilions in Latin America and $9 million in
Asia-Pacific.

United States Sales and Profit Increased

Net sales by entities in the United States increased

7 percent in 1989 on the strength of sales volume
mhbyc:mpcnmnhhcbmdu.hfm

brand sweetener and, within Pharmaceuticals, the
Calan antihvpertensive drugs and first-yesr sales of
Criosec ulcer preventive drug in the United States.
Chemicals and Fisher Controls products also had
4 solid year in net sales and opersting income.
Monsanio's U.S, operating income grew by |3 per-
e, prienarily because of the sales growth from

rBargin
United Suazes 1o non-U.S. third party customers were
‘“‘-’mil‘m.‘.ﬂnllli.llxl:lnlnd!‘ﬂllllllhou[m'lgﬂgL
1967, respectively.

In 1988, net sales increased 7 percent and profit
grew 27 percent, with improvement experienced
across all business segments. Crop Chemicals herbi-
cides, Alimet animal feed supplement, and certain
Chemnicals and Pharmaceuticals products, primarily
Calan SR calcium channei blocker, generated the
most pronounced improvement. U.S. export sales vol-
ume, especially for Crop Chemicals and Chemicals,
expanded during 1988 because of worldwide
economic conditions and competitive pricing.

Europe-Africs Had Record Profit

Net sales in 1989 were level with ms principally
b of Fisher C: Is and El Materials
dwel‘mum whu:hhad 1988 net snlelofiﬂl million.

advanlyaﬁecmd 1989 net sales. Herbicides. rubber
chemicals and Saffex plastic interlayer had higher
sales volumes. Dry weather in northern Europe
caused some moderation of the growth of ghvphosate
herbicides in the second half of the vear. but volume
still increased 30 percent year to vear. Pharmaceuti-
cals sales grew because of increasing market
penetration for Canderel tabletop sweetener and
the full-year sales of the Italian compeny formed in
late 1988, Fisher C is continuing b
had significant increases in 1989 sales.

Operating income for 1989 was a record, up
15 percent. European profitability benefited from
hiﬂmnhsof?hummﬁnk. Chemicals and con-
tinuing Fisher Controls products. Operating income
was adversely affected by an increase in Animal
Sciences BST costs. The expansion of Saflex plastic
interiayer extrusion capacity and start of consirucrion
of a new Burvar resin plant, both in Belgium, along
with the acquisition of & West German pharmaceuri-
cals company. were highlights for the increasing
investment in Europe.

0714909
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Qeagruphic Dota (continued)

in 1968, net sxles increased 17 percent, and
opersting income was up 33 pervent. Selling price
m,mdm«dmm

products also had improved sales volumes and profits
due to sirong market demand.

Canada Growth Continued

Sales increased 14 percent, while operating
income improved 35 percent in 1989, Strong overall
demand, brasder spplications for glyphosate herbi-
cides and increases in the planted acreage for cereal
mpmdxdhthﬂmpcmahuksmd

income. Strong Cansdian capital investment and
exports from Canada contributed 1o growth in sales
volume for Fisher Controls. Chemicals sales and
operating income were stable, with growth in new
products and applications countering the effect of
weaker housing and automotive markets. Pharmaceu-
ticals also experienced sales growth for Cytotec ulcer
preventive drug and Jsoptin (sold as Calan SR in the
United States).

In 1988, net sales increased 15 percent, and oper-
ating incorne increased 19 percent. Glyphosate and
Avadex BW herbicides continued to be the principal
products contributing 1o Canada’s financial results.
Hummumahhadmudnks and Fisher Controls
sales and op d. Translation of
uu'ongchm-dnmdulhrmvoﬂnUs dnllurwas
favorable for reporting financial results.

Latin Amcrica Results Were Mixed

Latin American sales increased §11 million, while
operating income declined $4 million. Glyphosate
lrrbmdnulesmcmudza pemmun 1989 led by
gowth in Brazil. Chemi was
down year to vear, uvolnmepnwrhm!naldad
not compensate for the depressed economic climate
in Argentina. Government-controlled selling price
increases were not adequate o recover the high
inflation rates on costs throughout Latin America.

B3 Monsante Company and Subsidiaries

Profitability of Pharmaceuticals declined. Modes:
ululnf Nums‘_wn bnnd swectener were made m

chemical raw materials and NutgSweez brand
sweetenet.

In 1988, net sales increased 4 percent over 1987
in Latin America, and operating income grew signifi-
cantly. Increases in glyphosate and Lasso herbicide
sales volurnes contributed to the sales and profit
imp Sales vol for rubber chemicals
were higher in 1988 than in 1987.

Asia-Pacific Continuing Businesses Prospered
While 1989 net sales and operating income in
Asia-Pacific declined 8 percent and 19 percent. respec-

tively, results from continuing operations actually
improved in 1989, The growth in the continuing busi-
nesses was not adequate to replace the $101 million
in sales and $23 million in operating income in 1988
from subsequently divested nonsirsiegic businesses.
Overall economic conditions were generally robust in
the major Asian countries, with the exception of the
Pwplesl\mbh:ofctum lelnut:hﬂhmﬁhs

ghyphosate
in several countries, particularly in Auseralia. Fisher
Controls net sales grew 19 percent. On a continuing
product basis, Chemicals net sales were up 15 percent
across a diverse group of products.

In L1988, economic growth was very strong in Asia-
Pacific, as operating income increased 51 percent
despn:ul:ght decline mnﬂsalescnuud I:ythuale
of the A ls and p
businesses early in 1988, The profit unprovmnt in
1988 was genemt:d pnnc:p-lly Ernm Crop Chumcals
The Chemicals b led by pl and sp
ties, also had solid financial performance. The
Electronic Materials business, scld in 1989, contrib-
uted significantly to the positive 1988 results.

0714910
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First Second Third Fourth Total
Quarter Quarter Quarter Quarter Year
Net Sales 1989 $2,265 $2,348 $2,061 $2,007 58,681
1988 2,127 2,263 2022 1.881 8.293
Gross Profit 1989 979 1,051 845 M 3,646
o 1988 L] 977 764 690 3321
Operating Income 1989 354 7 216 101 1.078
1988 329 RIL] 187 T4 933
Net Income 1989 222 241 126 20 79
1988 210 220 116 45 591
Eamings per Share 1989 324 3.54 1.88 137 10.03
1988 2.86 304 167 0.70 327
Dividends per Share 1989 0.7% 0.3 0.as 0.5% 3.30
1988 0.70 0.7% 073 0.73 295

Common Siock Price
199 High 95% 111 124%a 122 124's
Low 202 93% 105 108% 80'1
1988 High 89% B89\ 92% 83% 93
Low T4 75'% 734 75 73

Net sales and net income for each quarter of

1909 were higher than the comparable 1988 quarter,
Monsanto's net income is historically higher during
the first balf of the year antributable primarily to a

concentration of the generally more profitable Crop

Chemicals sales in the first half of the vear. [n addi-
tion, NutraSweet sales fluctuate from quarter to
quarter.

The only significant unusual item affecting quar-

terly net income was the fourth quarter 1989 gain of
$36 million on the sale of the analgesics business.

0714911
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Simtomant of Conseliduted Financial Pesition

{Dollars in milliors, except per share) At December 31,
Assole 1909 1988
Caxront Aseets:
Cash, time deposits and certificates of depoait $ 19 $ 03
Short-serm securities, at cost which approximates market 55 8
Trade receivables, net of allowances of $23 in 1989 and $28 in 1988 1,309 1,234
Miscellaneous receivables and prepaid expenses 295 284
Deferred income tax benefit 194 188
Inventories 1,197 1,170
Total Current Assets 3,248 3,097
Assets, net of accumulated amortization of

$1.029 in 1989 and 5798 in 1988 1,682 1,790
Investments in Afflintes 204 208
Other Amets 97 223
Prapecty, Plant and Equipmant:
Land 108 111
Buildings 1,100 1122
Machinery and equipment 3370 5388
Comtruction-in-progress 362 305
Total property, plant and equipmen: 6,937 6928
Lews accumulated depreciation 3,764 3,780
Net Property, Plast ssd Equipment 3,173 3146
Tetal Asvsts $8,604 354061
UshiliNes amd Shareowners’ Squity
Cwrrent Lisbilities:
Accounts payable 5 514 § 545
Wages. 123 208
Income and other taxes 128 124
Miscellanecus accruals 554 547
Short-term debt 508 558
Total Cuyrent Lisbilities 1,922 1,980
Loag-Term Delbt 1,471 1.408
Dadarred Income Taxes 621 583
Other Linkilities 549 685
Shareowners’ Equity:
Common siack — authorized, 200,000,000 shares, par value $2;

issued, 82.197,097 shares in 1989 and 1968 164 164
Additional contributed capital 877 874
Accumulated currency adjustment 2% 52
Reinvested earnings 4,120 3662
‘Tressury stock, at cost (16,050,656 shares in 1989 and 13,364,917 shares in 1988) {1,244) (952)
Totsl Shareownery’ Equity 3,941 3,800
Total Liabilitiss and Sharsowners” Equity 58,604 $8.481
The above siarement showld be read in conjunction with pages 39 through 44 of this report.
B Monsanto Company and Subsidiaries
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Monsanto's financial position remained strong
in 1989. Financial resources were readily available
pwmﬂ'wmdm fund new busi-

opportunities.

Working capital at vear-end 1989 was $1,326 mil-

tion, §209 million higher than year-end 1988, The
i 1989 vear-end working capital principally

resuited from higher irade receivables and lower
short-term debe. Trade receivables at year-end 1989
jncressed $75 million, primarily because of the higher
sales level during the last quarter of 1989, Inventories
ot year-end increased 527 million from 1988, with a
TUrDOVET FALIO approximating 4 times per year.

Intangible assets declined due to amortization,

of The NutraSweet Company's aspartame

pasent, which had a recorded vaiue of $518 million
ot year-end 1989, [ntangible assets acquired during
1989, primarily in the Pharmaceuticals business,
witsled $120 million. Net property. plam and equip-
ment incressed slightly in 1989, as $607 million of

Mmmmmwﬁmmmlsnmu
on page 40, Monsanto has not yet adopted Statement
of Financial Accounting Standands No. 96, the new

Touhhm-lndloumndebtnym-end 1989
was about the same level as the prior year-end. Pro-
ceeds of $261 million from 1989 long-term debt
financings were used t0 retire existing short- and
long-term debt. In order 10 maintain adequate finan-
cial flexibility and access to debt markets worldwide,
Monsanto management intends to maintain an A"

debt rating in the United States. An important factor
in establishing that rating is the interest coverage
ratio, which improved 10 5.9 in 1989 from 5.5 in
1988. Monsanto's current debt rating is "A” or better.

Monsanto uses international financial markets for
its financing needs and has available various short-
and medium-term bank credit facilities, which are dis-
cussed in the notes to financial statements (page 41).
These credit facilities provide the financing Sexibiliry
1o take advantage of investment opportunities that
may arise and to satisfy furure funding requirements.

Monsanta’s commitments and contingencies are
described in the notes to financial statements on
page 43.

Monsanto continually evaluates risk retention and
insurance levels for product liability, property damage
and other potential areas of risk. Monsanto devotes
significant effort to maintaining and improving safery
and internal control programs, which reduce its expo-
sure to certain risks. Based on the cost and availabiliry
of insurance and the likelihcod of a loss, management

ides the ofi coverage to purchase
from unaffiliated companies and the appropriate
amount of risk to retain. This risk includes liabilicy
insurance on the “claims made” policy basis. Manage-
ment believes that the current levels of risk retention
are appropriate and are consistent with those of
other companies in the various industries in which
Monsanto operates. Monsanto's liquidity, financial
position and profitability are not expected to be
affected materially by the current levels of risk
retention.

Monsanto's principal financial target is a sus-
tained return on shareowners’ equity (ROE) of
20 percent or greater. The ROE and other key
financial statistics are presented in the table below

Koy Finoncial Statiodics 1989 1988 198~
Return an Eqmity {ROE) (Net income divided by average shareowners’ equirv} 17.6% 15.4% S
Warking Caplial (Current sssets less curryns linbilities) $1,32¢ sLO? 313
Curvent Batic (Current asawts divided by currenc liabilicies) L7 Lo 1
Intarest Covernge: 3.9 5% E
Canh Pravised by Operntions/Total Debt 52% o8% Ty
Twtal Debt/Towl Capitalization” 3w 3% LR

~Toral capislization is ihe swm of short-term dedx, long-term: debt and shareowners’ equity.
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Soatewwent of Cansolidated Cash Plow

Dollars in rrillions)
lncrense {Decrease) in Cash and Cash Equivalents 1989 1988 1987
Activities:
Net income $ 679 $ 591 $ 436
Add income tax expense 336 302 237
Income before income taxes 1,018 893 673
Adjustments 1o reconcile 1o Cash Provided by Operations:
Income W% payments (294) (235) 1229)
Iterns that did not use (provide) cash:
Depreciation and amortization 690 703 679
Restructuring income — net {32)
Other @an 14 37
Working capital changes that provided (used) cash:
Accoumts receivable (131) (46) (172)
Inventories (90} (13&) (22
Accounts pavable and accrued liabilities (48) 86 13
Other (a7 &7 [§L-}]
Nonoperating pre-tax gains from asset disposals (61) 42) (26)
Cash Provided by Operations 1,037 1.304 902
Investing Activities:
Property. plant and equiprnent purchases {807y (590) (%08)
Acquisition and investment payments (211) (100) (59)
Investment and propesty disposal proceeds k1 121 13
Cash Used in Investing Activities (511) (569) (489)
Fimancing Activities:
Net change in shor-term financing {50) 53 150
Long-term debe 261 21 26
Long-term debe reductions (19¢) (167 (1223
Treasury stock purchases (338) (457) (339
Dividend pavments (221) 1211) 212
Other financing activities 47 24 33
Cash Used in Financing Activities {494) (737) 1464)
Incrense {Decrense) in Cash and Cash Equivalents 32 (2) (51)
Cash and Cash Equivalents®:
Beginning of vear 221 223 273
End of vear § 253 § 221 5 223
The above starement shouid be read in conjunction with pages 39 through 44 of this report.
T effect of exchange rate changes on cash and cash equivalents was not material
Cash pavrments for interest et of amounts capitalized) were 3171 million, 3167 million and $167 million,
for the vears I989-1987, respecrively.
*Inciudes cash, time deposits, certificates of deposit and short-rerm securities.
0714914
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Raview of Cash Flow

Monsanto's cash flow for the three-vear period of
19£9-1947 is shown in the Statement of Consclidated
Cash Flow on the page.

Cash from operarions in 1989 was generated prin-
cipally by the Chemicals unit, with Crop Chemicals
and The NutraSweet Company also contributing sig-

affect operating results in anv given vear.
Expenditures in 1989 were approximately

$60 million for enviranmental capital projects and

approximately $225 million for operation and main-

tenance of environmental protecrion facilities,

Monsanm is ncgotiating with various government

nificantly. Cash provided by was
towling $1.037 million, but declined 20 percent Emrn
1988, because of the increased working capitat needed
to finance sales growth. Monsanto's operations have
sufficient cash to fund existing businesses.
research and investments. Manage-
ment upa:cs cash pmmdcd by operations, supple-
mented by periodic b ngs. ta be adequate 1o
fund its future requirements.

Investment and property disposals in 1989 gener-
amed $307 million of cash. The principal proceeds in
1989 were related 1o the divestitures of the Electronic
Materials and the ansigesics businesses and, in 1988,
to the ssle of the Australian dity chemicals and

g Superfund cl p sites and is a
defendant in various suits related to a waste disposal
site in which the plaintiffs make ¢laims for large
amounts of actual and punitive damages. Monsanto
spent $27 million in 1989 for remediation of wasie
dxsposal sues Most of these expenditures relate to the
and similar or gr amounis
can be expec!ed in future vears. Monsanto's palicy
is to accrue these costs in the accounting period in
which the responsibility is established and the cost is
estimable. M: 's liquidity, financial position and
profitability are not expected 10 be affected materially
by the clunup casts for Superfund and other waste
disposal sites, or the cutcome of litigation with

pisstics businesses,

Major uses of cash included capital expendirures,
The principal acquisitions were a West German
phesrmaceuticals company in 1989 and the formation
of an halian pharmaceuticals company in 1988.
ununmslnvapinlupendmmfncuudon

Lang-umdebtpmcwdsmli'ﬁincw
599 million in 20-venr, 874 percent debentures and
$50 million from the issuance of medium-term notes.
These proceeds enabled Monsanto to refinance short-
term commercial paper borrowings 10 obtain a more
hhnnedmixofshnn and long-term debe.

Monsants is subject t0 various laws and govern-
mental regulations concerning employee health,
Mmafnyudmunulmrs Monsanto
anticipates that increasingly stringent requirernents
w:ﬂhmponduponﬂnnnnmlndﬂnmunchem
¢al indusiry. Monsanto is dedicated to a long-term
environmental protection program that reduces emis-
sions of harardous materials into the environment, as
weil 88 10 the remediation of identified existing envi-
ronmental concerns. lnlm mlnmmemnommmed
ta 8 90 percent redy
by vhe end of 1992, lp‘ll’.hl!wzllreqmnﬂledﬂel
opment and installation of new technology. Reduction
of 17 percent was accomplished through 1988. Com-
pilstion of data for 1989 is not complete; however,
further reduction has been achieved. The cost to
accomplish this target is not expected to materially

other parties,

Monsanto Stock — A Sound Investment

In December 1989, Monsanto’s Board of Directors
authorized the purchase of an additional 5 miilion
shares of Monsanto common stock. By year-end 1989,
Monsanto had purchased all of the 13 million shares
authorized in 1987 and 1988, at a cost of $1,131 mil-
lion. Management believes the stock purchase
program repreaenu a sound economic mvestmgm fur

Stock purch
affect elmmg: pet share and aid in the achmernem
of e s 20 p return on equity target,

Dividenuds Increase for the 17th Consecutive Year

Monsanto has paid dividends on its common
shares without interruption or reduction since 1928,
and has increased the dividend in each of the past
17 years. Dividend payout for 1989 was 21 percent
of cash provided by operations and 33 percent of net
income. Monsamto's dividend policy reflects a desired
long-term payout percentage based on Monsanto's
expectations of future growth and profitability levels.
In any individual year, additional consideration is
given to expected financial position and results.
working and fixed capital needs, scheduled dett
repayments, and ecaonomic conditions, including
inHation.

Monsanta's common stock is traded principaily
on the New York Stock Exchange and is listed on the
exchanges of Tokyo and seven European cities. The
number of shareowners of record as of February 23,
1990, was 61,723, and the high and low common
stock prices on that date were $111% and $108'.
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Semtamant of Conseliduted Shareevnars’ Bguity

{Dollars in milliows, cacept pev shere) 1999 1988 1987
Commen Stecic
Balance, January 1 and Decemnber 31 $ 1e4 $ 164 S 164
Additional Contributed Capital:
Balance, January 1 s 84 $ 872 $ 861
Employee stock plans 3 2 11
Balsace, December 31 $ ¥ 5 874 $ 872
Accuspuisted Crarrency Adjustment:
Balance, January | s %2 $ 100 $ 9%
an (53) 197
Income taxes {11) 5 1
Balence, December 31 $ $ 52 $ 100
Relnvested Earnings:
Balance, January 1 $ 3,662 §3.282 $3.058
Net income (7} ] 591 436
Dividends (221) (211} (212)
Balence, Decamber 31 $ 4120 $3,662 $3.282
Troasury Stock:
Balunce, Jasuary 1 $ (952) $ (517 $ (204)
Shares purchesed (3,274.400; 5,605,300 and 4,120,100 shares in
1999-1987, ively) (33%) (457) (339)
Shares issued under employee stock plans (588,661; 339,963 and
558,528 shares in 1999-1987, respectively) 43 pr) 26
Balance, Decomber 31 $(1,244) $ (952) 5 (517)
The above ssatement shouid be read in conjunction with pages 3% through 44 of this report.
Koy Flasnciel Statietics 1989 1988 1987
Swock Price* High $ 134% $ NH $ 100%
Low 04 3% 57
Year-end 115% 8% .x]
Per Share Dividends 3w 295 275
Shareowners’ Equity 59.58 5521 52.65
Average Duily Share Trading Volume (thousands of shares) 13 23 n
*Basad ow deily reporwed high and low sxock prices.
0714916
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Notes T Finantial Yeloments

Significant Accounting Policies

Mormanto'’s significant accounting policies are
italictzed in the following Notes 1o Financial
Statements.

Basis of Consulidation

Tha consolidated fi ial bud
mmmﬂmummm
Instrcompany

transactions have been eliminated in con-
solidasion. Other companies in which Movisanto has a
i ownership interest (penerally greater than
20 parcent) are inchided in “Investmants in Affiliates” in
the Stmement of Consolidated Financial Position, and
Monsanio’s share of these companias’ income or loss is
tcluded in "Other income — net” in the Staterment of
Consolidated Incoms.

Cwrrency Translation

Most of Monsanso's ex-U.S. entities’ fimancial state-
mnts ane mansiatad into U.S. dollars using current
exchangs rates. Unraalizad currency dmmmtht

of ax-U.S. entitias that operate in hyperinflationary scon-
omias, including Brazil, Mexico and Argenting, ane
translased o7 sither current or historical exchange rates,
&t apgwopriase. These csorency adjustments are included
8 Mt inconns.

Major currencies are the U.S. dollar, British
pound sterling and Belgian franc. Other irportant
cusrencies inclhude the Brazilian cruzado, Canadian
dollar, French franc, Italian lira, Japanese yen,
Mexican peso and West German mark. Currency
restrictions are not expected to have a significant
efflect on Monsanto’s cash fow, liquidity or
capital resources.

$93 million s a result of this acquisition. Heumann's
results of opsrstions from October are inchaded in
the Staternent of Consolidated Income for 1989.

During November 1989, Monsanto sold its anaige-
sics business (with et sales of $70 million for the first
10 months of 1999 and 375 million for the full-year
1980). A pre-tax gain of $56 million ($36 million after-
i gain and $0.53 per shary) was recognized on the
sale of this business.

In March 1989, Monsanto sold its Electronic

Searle’s Italian pharmaceuticals subsidiary
was merged with another Italian pharmaceuticals
company in September 1988, The acquisition was
accounted for using the purchase method. This
ransaction increased intangible assets $50 million,

Monsanto's Australian commodity chemicals and
plastics businesses (with net sales of $60 million for
the first quarter of 1988 and $164 million for the full-
year 1987) were sold in March 1983,

The pro forma operating results of the acquired
businesses and the income effect of the divested busi-
nmesm:jothenhmthgmllmmhmm)wmnm
mal

Depreciation and Amonization
1989 1988 1987
Depreciation $433 W3S 421
Amortization of intangible assets 228 231 2%
Obsolescence s » 3
Total 5650 57031 679
Property, plant and equiprent is recovded at cost.

The cost of plant and equipwiemt is depreciated over
waighted average periods of 23 years for buildings and
12 yaars for machinery and equipment, using the
straight-line method.

Irttangible assers are recorded at cost less accumu-
lazed amortization. The components of inmangible
assets, and their estimated remaining useful lives,
were as follows:

Estimased
Remaining Life* 1999 1988
Patents L] S 479 5 364
Goodwill 34 " 653
Ocher intangible assets 2 286 273
Total S1682 51790

*Weighted awerage. in years, az December 31, 1989.

Patents obtained in a business acquisition are re-
covded at the present value of estimated futsre cash flows
resuiting from patent ownership. The cost of patens is
amortized over their legal bves. Goodwill is the cost of
acquired businesses in excess of the fair vaiue of their
identifiable net assets and is amortized over the esti-
mated periods of benafie (5 1o 40 years). The cost of
ahmm&m(mm":ﬁum
tradenirks) is amortized over their estimared useful
lives.
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Mates o Finencial Sirluments (continued)

Inwentory Valuation

Invensorias are siatad at cost or market, whichever is
less. Acrwal cost is used 10 value raw materials and sup-
plies; ssamdard cost, which approximates actual cost,
is usad 10 vahae finished goods and goods in process.
Siandand coss includes direct labor, raw material and
mansfacturing overhwad based on pracrical capacity.
The cost of 58 pavcens of all invemtories is deterntined
using the iast-in, firsi-out (LIFO) method, penerally
neflacting the effects of inflarion or deflation on cost of
goosls sold sooner than other invensory cost methods,
T cost of other imvernories generally is determtined
using the first-in, first-out (FIFQ) method.

The components of inventories were as follows:

Deferred taxes result from timing differences in
the recognition of revenue and expense for tax and
fimancial statement purposes. The source of these
mn:ﬂmdiﬁumandti:mﬂectduchm
as M

1909 1588 1967
Depreciation and cheolescence 23 $ 28 $ 4
Restructuring program 16 k)| 4
Employee benefit plans 10 12 15
Other (13} 1K) 135)

Total 138 L] § &9

Factors causing Monsanto's effective tax rate to
differ from the United States federal stanutory rate

1999 1980 gere
Finished goods. $ T3 5 &62
Goods in process 314 333 1989 1988 1987
Raw maserials and supplies L aad $45  Federal statutory rae MR Mm%
Tevensories, 31 FIFO cost 5543 1,540 Lowerex-U.S. ax rawes - - (n
Baxcess of FIFO over LIPO cost (346)  (370) ::‘;lmmhuﬁu - - &
its ateri -3
ol AT SLIT0 yedSmtescportesmings () (D (D)
Puerto Rico operations @ il (2}
Inventories at FIFO cost spproximate current cost. s p 3
Income Taxes Effactive incouss tax rate Ex ) k) 15%
?wdmmmm Income and remittance iaxes have not been recorded
were: on 5552 million of undistributed earnings of subsidiar-
provy 1988 1087 ies, either because any taxes om dividends would be
offsat sub ialty by foreign tax credits or because
us $ 50 $481L $422  Monsanto intends to indefinitely reimvest those earmings.
Ex-U.S. 443 412 151 Various ex-U.S. subsidiaries have tax Joss
Towml $1,015 993 se73  camyforwards for which no tax benefits have been

The components of income tax expense were:

1999 1988 1987

Cusrent:
Federal $13 sl se
Seate 13 12 14
BEx.US. 142 139 72
299 208 168
Datfurred:
Fedenal b 1 39
Sate 3 1 9
EUS. 9 2 21
3 34 ]
Total $336 3302 $237
e Al Ce " and Subsidiari

recorded. These carryforwards wotaled $36 million at
December 31, 1989, a portion of which has an unlim-
ited carryforward period.

The Financial Accounting Standards Board has
issued Statement of Financial Accounting Standards
No. 96 “Accounting for Incomne Taxes.” This statement
changes the method of calculating deferred income
taxes and must be adopted in or before 1992.
Monsanto has not vet adopted this standard which
will have no effect on cash flow and, under existing
tax laws, nnotnpectedtohawam:maleﬁe:wn
Monsanta's fi j quidity or future
r:suluofopuanom
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.,'__ to Financial $0ctemants (continued)

Short-Term Debt and Credit Amrangements
Short-term debt was:

A $750 million intermediate-term credit facilin
expires ratably from 1991 10 1994. There were no bor-
rowings under this facility at December 31, 1989. The

1969 1988 cmdnr.::ﬂityisu.edmmwdnmdcom-
ial paper (5182 million outstanding at December
Nowes payable: 31, 1989). Interest on amounts borrowed under this
Banks $148  $ 79 agrwement would likely be at money market rates.
Commercial paper 12 23 Covenants under this credit facility restrict maxi-
luniomdnhl 134 121 mum borrowings. It is not anticipated that future
Curren portion of long-term debe “ 128 porrowings will be limited by these restrictions.
Total 2508 §556
Pension Benefits
Maximum ameourt of noles Mmumngoempbmmmmdbymn-
payable and bank overdrafts contributory pension plans. The components of
cutsanding at a1ty month-end sas7  ysga  pension cost (income) were as follows:
Average notes pavabie and bank
overdrats outstanding 1 an 18 1588 1587
Weighted avernge interest mte Service cost for benefits
during the vear 9.9%  995%  earned during the year $ 63 565 i 64
Weighted verage interest rate at Interest cast on projected
Decamber 31 2.7% 7.9%  benefit obligation -1 23 212
Assumed . (281 12 7
has verm loan facilities mr:onphnm (251) 48) 23T
of 3404 million, under which loans totaling $145 mil- et gain ) (34) (32
lion were outstanding at December 31, 1989, Interest s in s & 3 2

on these loans is relased to various bank rates.
Monsanto's workdwide unused short-term loan
facilities were 5259 million at December 31, 1989.

Long-Term Dabt

Long-uerm debt (exclusive of current maturities)
was:

1989 1988
Industrial development bond obligations.,
interest rate of
7%, due 1991 to 2021 S 266 5§ 256
%% Eurodollar notes due 1991 » 101
10v% notes due 1992 150 150
4% notes due 1996 150 150
814 sinking fund debumtures due 2000 127 127
% sinking fund deberstures due 2008 170 149
$'4% debentures due 2009 99
12%% sinking fund deb due 2015 214 214
Other 236 241
Total $1ATL 51408

Maturities and sinking fund requirements
on long-term debx are 344 million, $89 million,
$193 million, $30 million and $63 million for 1990-
1994, respectively.

* Actual rerurn on plan essets way $858 million i 1989,
$340 million in 1982 awd §187 million in 1987,

Pension benefits are determined based on
the empioyee’s years of service and compensation
level. Pension plans are funded in accordance with
Mamamoshwnnppmja:mmohheplus finan-
cial conditions, ing benefits
wmummhmm ann:iplwdﬁnure
rerurns on pension plan assets and income wx and
other

regulations.
mmdthghrnlnenfphnmom

expected future service period of employees (rang:ng
generally from 14 to 18 years). The fair value of plan
assets was used to calculate the assumed rewurn on
plan assets.
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Nates o Financiel Sdelements (continued)

Assumprions used for the principal plans in 1586~
87 ware s follows:

Discount rate 84%
Assumad long-term rate of return

on plan assery 8%
Annual rates of salary increase

{ior plans that base benefits on

final compensation level) (7]

The funded status of Monsanto's pension plans at
your-end was:

1999 1988
Plan ssssts ot falr walue $3.847 33169
Actusrial present value of plan benefits:
Vested 2219 .20
Noswested 122 110
Accurnulated bensfit obligation 2421 2312
Efinct of projected future salary increases 347 328
Prujacted bonafit abiigation $2,768 31540
Exuwm of plan assets over
mmm s 8 339
andnumulml 1986 M1 336
Sulnaquent unrecognized net gain (] 302
Ascrued peusion iiahilisy $ 113 § 1%

Projectad benefit obligations and plan assets
included in the above table for the principal United
States plans were appraoximately $2,544 million and
$3.273 million, rnpocuvdy. at December 31. 1989.

mmmmwy'lpewonplmmwdl-
funded. contributions to the Company's principal
yhumneidmmqmmd por made in 1989-1987.

$32 million, $34 million and $33 million, respectively.

Other Postretirement Benefits

Monsanio provides certain health care and life
insurance benefits for retired employees. Substan-
tially all of Monsanto's regular, full-time United States
employees and certain employees in other countries
may become eligible for these henefits if they reach
retirement age while employed by Monsanto.

Al Mo ¢ v and Subsidiari

At December 31, 1989, approximately 26,200
active employees were eligible upon retirement ta par-
ticipate in these programs. In addition. approximately
17,300 individuals retired from active service were oli-
gible to participate in these programs. These other
postrerirement benefits are not funded and are expensed
as benefits are paid. The 1989-1987 expense recorded
for other postretirement benefits was $39 million,
$38 million and $37 million, respectively.

Stock Option Plans

Key officers and employees have been granted
Monsanto stock options under the Company's 1974,
1984 and 1988 Management Incentive Plans and the
Searle Monsanto Stock Option Plan (Searle Plan).
Information about the status of such stock options
is presented below.

_ Price
Exercisable Outstanding  per Share
December 31, 1987 1,203,305 2525057 526.16- 594,19

1988:

Gmanted 1226582 75.88- 89.44
Exercised (370.451) 20.18- 7931
Expired (67,833) 45.83- 94.19
December 31, 1988 1,319,795 3,313,355 26.16- %4.19
1995:

Granted 619011 $1.19. 12288
Exercised (600,584) 26.16- %4.19
Expired (49,393) 31.38- 94.19

Ducember 31, 1999 1,315,734 3202399 26.1%- 11008

Under the 1988 Management Incentive Plans and
the Searle Plan, 3,269,251 shares remain available
for grant.

Stack appreciation rights (SARs) have been autho-
rized to be granted to certain Monsanto officers in
tandem with stock options under the Plans. inciuding
retroactive grants for unexercised oprions. SARs may
be exzrcised in lieu of stock options included in the
table above. At December 31, 1989, SARs relawed o
stock options for 1,137,127 shares were curstanding. of
which 368,286 options were exercisable. During 1989
SARs related 10 s10ck options for 192,758 shares were
granted and for 164,349 shares were exercised.
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Notes to Finantiel Stotements (continued)

Earnings par Share

Eamings per share were computed using the
weighted average numbser of common shares and
common share equivalents cutstanding esch year
(87,743,052; 71,501,322 and 77,498,752 in 1989-1987,
respectively). Common share equivalents (536,777;
344,986 and 645,527 in 1989-1987, respectively) con-
sist primarily of common stock issuable upon exercise
of ourstanding stack options. Earnings per share
assuming full dikition were not significantly different
from the primary amounts.

Capital Stock

At December 31, 1989, there were 6,471,650 com-
mon shares reserved for employee stock options,

In January 1999, the Company's Board of
Directors declared a dividend of one Preferred Stock
Purchase Right on each cutstanding share of the
Company’s common stock. If a person or group
acquires beneficial ownership of 20 percent or maore,
umaundnaﬁzthuwonummm

beneficial ownership of 20 percent o moare, of the
Company’s outstanding common stock, the rights
become exercisable and each right will entitle its
holder to purchase cne one-hundredth of a share of 3
new series of preferred stock for $450. If Monsanto is
wcquired in & business combination transaction while
the rigins are outstanding, each right will entide its
holder 1o purchase, for $450, common shares of the
Mmp-nymlmmmdsm
In addition, if a person or group acquires beneficial
ownership of 20 percent or more of the Company's
outmanding common stock, each right will entitle its
holder {other than such person or members of such
hm)bmhn.hﬂﬂ,anmhuduhruof

more (but less than 50 percent) of the Company's out-

sundiummnwnslo:h.theﬁmrdnfﬂimmw.
Al its option, exchange part or all of the rights (other
than rights held by the acquiring person or group) for
shares of the Company’s common stock on a one-for-
one basis. At any time prior to the acquisition of such
a 20 percent position, the Company can redeem each
right for | cent. The Board of Directors is also autho-

rized to reduce the 20 p hresholds referred to
above to not less than 10 percent. The rights expire in
the year 2000.

In connection with this dividend declaratian, the
Board of Directors also authorized the redemption
in February 1990 of the Company's existing Common
Stock Purchase Rights at their redemption price of
5 cents per righe.

Commitments and Contingencies

Commitments, principally in connection with
uncompleted additions to property, were approxi-
mately $214 million at December 31, 1989. Monsanto
was contingently liable as guarantor of bank loans
and for discounted customers’ receivables totaling
approximately §94 million at Decernber 31, 1989.
Future minimum psyments under noncancellable
opu:nn;lummdummdnwml inventory pur-
chases are $128 million; $146 million; $139 million:
$123 million and $44 million for 1990-1994, respec-
tively, and $221 million thereafter.

Monsanto is a party to a number of lawsuits,
which it is vigorously defending, arising in the norrmal
course of business. Certain of these actions seek
damages in very large amounts. While the results of
litigation cannat be predicted with certainty, manage-
ment believes, based upon the advice of Company
counsel, that the Bnal outcome of such litigation will
naot have a material adverse effect on Monsanio's
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Nades ‘o Financiel Stetements (continued)

Supplemental Data
Supplemental income statement data were as

1989 1988 1987

Raw mawrial and energy coms 52,639 52,587  $2.383
Emploves compensarion and
benefits

Certain corporate expenses, primarily those
related to the overall management of Monsanto, were
not allocated to the operating units or geographic
areas. Corporate assets principaily include certain
miscellaneous receivables and investments.

Inter-area sales by entities in ench geographic

2,045 2.022 1,955 I Sl
Curyent income and cther taxes 362 27 3o (B M Entities)
opense 119 115 108
:"" rcal 1909 1988 1987
‘echnological expenses: T
Research and developrment ss¢ 575 s5y  Worldaresshipped from:
Engineering, commercial United States s ::: $ ![!:: 5 s;:
7 Europe-Africa 1
development and patent kL 3 58 1 3 .
‘Total sechnological sxpenses [ 7] 48 615 Latin America 18 2 12
Asia-Pacific 11 39 L]
Interest expense:
Toual interest cost 204 193 188 Inter-area Eliminations (L,034) (1096} (1821
Lurss capitalized interest {22) (19) {18) Tomml $ = 5 . 5 -
Nt interest axpense 152 174 172
Equity in affiliates’ income (loss) 1 ) 7 Fallowing is a reconciliation of ex-U.S. operating

Cusrency gains (losses) including
equity in affiliates’ currency

income and total assets to the net income and net
assets of consolidated ex-U.S. subsidiaries.

pnins and losses B3 om0y 199 1988 1987
Operating income S 415 § 383 5 263
Segment Information Interest expense (S0) {34) i52)

Certain operating unit segment data and geo- Interest income 57 a n
graphic data for 19891987 appear on pages 25 and 31 Other income - net n 38 2
and are integral parts of the accompanying financial Income taxes asp s 9
watements. The principal product lines included in Net incoms of consolidated
each operating unit are shown in the operating unit x-US. subsidiaries S 294 5 271 5 I%8
segment data. -

Sales between operating units were not signifi- Toral operating assets $2449 52316 52120
cant. Inter-area sales. which are sales berween Tocal izbilities %3 Lom bl
Maonsanio locations in different worid areas, were Net assets of comsolideted
made on a market price basis. ox-US. subsidiaries SLAGH S1276  S1.319
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Finandial Summary
(Dodlars in millions, except per share) 1989 1983 198712 1986 1985+
Opersting Results
Net Sales 58,681 $8.293 $7.639 $6.879 $6.747
Operating Income (Loss) 1,078 955 734 635 598)

As & Percent of Net Sales 12% 12% 10% 9% 19
income {Loss) Before Extraordinary Gain &79 391 436 433 (128)
Net Income (Loss} 679 591 436 433 (98)

As a Percent of Net Sales "% 7% 6% 8% t1ee
Return on Shareowners’ Equity 17.6% 15.4% 11.4% 12.0% 12.8Y%
Before Gain $1003 $ 827 $ 563 § 558 S41LeTy
Net Income {Loss) 10.03 827 5.63 5.5% (127
Year-snd Financial Position
Total Assets $8,604 58,461 $8.455 $8,269 38.877
Working Capital 1,326 1,117 1,203 1,092 %
Property. Plant and Equipment:

Groas $6,937 56,926 $6,730 $6.326 36.840

Net 3,173 3,146 3,076 2913 !.03_-_5
Long-Term Debt $1,471 $1,408 51,564 $1,630 $2.087
Shareowners’ Equity 3,941 3,300 3,901 3,781 1407
Currem Ratio 1.7 1.6 1.7 1.6 1.4
Percems of Total Debt to Total Capitalization 33% 3% 35% 5% 45
Other Data
Property. Flant and Equipment Purchases § &07 $ 590 $ 505 $ 520 § 645
Depreciation and Amorrization 90 703 679 780 399
Interest Expense 182 174 172 201 178
Research and Development Expenses 598 575 557 523 470
Incorne Taxes 336 302 237 203 [§%0)]
Cash Provided by Operations 1,037 1.304 902 960 335
Seock Price:

High $124% $52% $100% $ s § 55%

Low 0V 73% §7 44 $0%

Year-end 118% 81% 83 76'% 4T
Price/Earnings Ratio on Yenr-end

Stock Price 12 10 15 14 -
Per Share:

Dividends $ 330 § 295 § 275 $2.575 § 145

Shareowners' Equity 3958 55.21 52.65 48.69 4438
Shareowners (year-end) 61,942 66,066 68,032 70,367 72.081
Shares Quistanding (year-end. in millions) &6 69 74 78 77
Empiovees (vear-end) 42,179 45,635 49,734 51,703 56.103
' Net incom for 1989 includes a 5§30 million (50.53 per share) pain on the sale of the anaigesics business.
# Net incoms for 1987 inciudes net ing b of 518 million (350.24 per share).

' Net incoms for 1986 inciudes 385 millios: (31.10 per share) of net pains, principaily from the sale of the Texas Citv, Teas,
petrochemicals plant end relared agsets, partially offset by the Elsctromic Malerials assef impairment write-doun. in addirion,

et income was incrassed 525 swrillion (30,32 per share) from adopting the requi of S of Firancial A g
Sturvdards No. 87, “Emplayers’ Accounting for Pmsions.”
'« Nat loss for 1985 inchudes ner i P of 8542 million {$7.04 per share), the gain from the saie of the oil and gas

operetions of $201 million [£2. Mpn:lmc}nﬁmwﬁmrymno}'mm {$0.40 per share) from repavmant of debr.

0714923 » Company and Subsids am

P

TOWOLDMONO0015577



Chaivman sl Seuior Vice Presidest, Secretary  Vice President, Finance
Chinf Exscutive Officer and General Connsel Lawrence B. Skatoff
Richard J. Mahoney Richard W. Duesenberg
Vice President and Controller
Prosident and Group Vice President B. Clare Harris
Chief Oporating Officer Robert G. Powtet
Earle H. Harbison, Ir Vice President and Tressurer
Vice Presidents . "
Juanita H. Hinshaw
Emucutive Vice President Bacry Blitstein
Nicholas L. Reding Earl N. Brasfield
Leonard A. Cohn
Semior Vice Prusidents A. Nicholas Filippello, Ph.D.
$. Allen Heininger, Ph.D.
Harold J. Corbent
Martin J. Kallen
Howard A. Schneiderman, Ph.D P H. Laf
Michael E. Miller
Senior Vice Precidest and "
Philip Needleman, Ph.D
Chinf Fimancial Ofcer Richard A, Overton
Francis A. Stroble James H. Senger
David L. Sliney
Virginia V. Weldon, M.D.
MNManganie Advisery Dirsctors
Haruld J. Corbert Nl:hl-l..lulh' Francis A, Stroble
St. Louis 5¢t. Louis
Senior Vice President, Enmuve Vice President, Senior Vice President and
Environment, Safety and Health, Monsanto Company; President, Chief Financial Officer.
Monsanto Compeny Monsanto Agricultural Company Monsanto Company
Age: 62 Age: 55 Age: 59
Advisory Director: 5 vears Advisory Director: 8 years Advisory Direcior: B vears
Robart G. Potter MLMHI.D.
St. Louis
Group Vice President, Monsanto Semor\fluhuldem
Cowlny President, Monsanto Iﬂmchnndbevelopmm.
Chernical Company Monsanto Company
Age: 50 Age: 63
Advisory Director: 4 years Advisory Director: 8 years
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Ape: %
Mgmsanto Director: 11 years

Marguerite Ross Barnett, Ph.D.
St. Lovis

Chancellor. University of
Missouri-5¢. Louis

Earle H. Harbison, Jr. Buck Micksl
St. Louis Greenville, South Carolina
President and Chief Operating Chairman and Chief Executive
Officer, Monsanto Officer, R.S.1. Corp.; Retired Vice
Age: 61 Chairman, Fluor Corp.;
Monsanto Director: 4 years Retired Chairman,
Daniel International Corp..
Robert M. Heysyel, M.D. a Fluor subsidiary
Baltimore Age: &84
President and Chief Executive Monsanto Director: 15 years
Officer, The Johns Hopkins
Health System and Jobm 3. Reed
The Johns Hopkins Hospital New York
Age: 61 Chairman, Citicorp and
Monsania Director: | year Citibank, N.A.
Age: 51
Philip Leder; M.D. Monsanto Director: 5 years
Boston
Chairman, of ‘William D. Ruckelshans
Genertics, Harvard Medical School; Houston
Senior Investigator, Chairman and Chief Executive
Howard Hughes Institute Officer, Browning-Ferris
Age: 55 Industries, inc.
Monsanio Director: less than | year Former Adminisirator,
U.S. Environmental
Howard M. Lowe Protection Agency
Pitaburgh Age: 57
Chairman and Chief Executive Monsanto Director: 5 years
Officer, National Intergroup. Inc
Age: 59 Johu B. Stamghter, Ph.D.
Monsanto Director: 12 years Los
President, Occidental College:
Frunk A. Metz, Jr. Former Director, National
Armonk, New York Science Foundation
Senior Vice President, Age: 56
and Planning, and Chief Financial Monsanto Director: 7 years
Offficer, Invernational
Machines Corporation Admiral Stassfield Torner
Age: 56 (U.S. Navy. Retired)
Monsano Director: less than | year West Point, New York
Olin Professor of National
Security, U.S. Military Academy at
West Point; Lecturer and Writer;
Former Director, U.S. Central
Intelligence and Central
Intelligence Agency
Age: 66
Monsanio Director: 9 years
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Awdit Commiites Executive Conmmittes Nomsinsting Comunittes
Buck Mickel, Chairman John W. Hanley, Chairman Buck Mickel, Chairman
Joan T. Bok ite Ross Barnett, Ph.D C. Raymond Dah}
Robert M. Heyseel, M.D. Earle H. Harbison, Jr. Howard M. Love
William D. Ruckelshaus Richurd J. Mahoney
John B. Slaughter, Ph.D. Pension and Sevings Fundy
Compenastion Comanittes
m“"""""‘”""‘"""" and Development Comaittee Richard 1. Fricke, Chairman
Howard M. Love, Chairman Donald C. Carroll, PhD.
Admiral Stansfield Turner, Richard !, Fricke Earle H. Harbison, Jr.
John W. Hanley Admiral Stansfield Turner
Joan T. Bok Buck Mickel
William D. Ruckelshaus
John B. Slaughter, Ph.D. Finauce Committee
Donald C. Carroll, Ph.D.,
Marguerite Ross Bamnett, Ph.D.
C. Raymond Dahi
John 'W. Haniey
Richard J. Mahoney
John S. Reed
Sharsowner information
Anmunl Mocting 10-K Report, Stock Symbol — MTC
The next annual meeting of the Corporate Data Book and
shareowners of Monsanto Investor News Swuck Exchanges/Bowrses
Company will be held a1 1:48 p.m., A copy of Monsanto Company's
Friday, Apeil 27, 1990, in X 1989 Form 10-K Report fled with  Aecnas™ ronden |
Building st the Company's World the Securities and Exchange Chicago (cptions) Paris
, 800 N. Lindbergh Commission; 1989 Corporate Data gy 0p Tokvo
Bivd., Se. Louis, Missouri. A Book, which contains additional Geneva Zurich
formal notice of the meeting, information relating to Monsanto;
together with a proxy statement, s and Invesior News can be Tranafer Agent
being mailed to ench sharcowner.  obtained by writing to: and Regiatrar
The First National Bank of Boston
:ml:!c:f:uuw Box 644
onsanto pany
800 N, Lindbergh Bivd Boston, Massachuserrs 02102
St. Louis, Missouri 63167
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A Tributn 1o John Honley

April 27, 1990, after serving the
cmn:ﬂmﬂhhokbu

net sales were $2.2 billion. By
1984, when he stepped down as
chief executive officer, net sales
had resched $6.3 billion. During
his tenure, the market value of
mesmkm:lwpaum
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Messawty Company
800 North Lindbergh Boulevard
St. Louis, Missours 63167
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