Dedicated to the
employees of G.D. Searle.
Their energy, invention,
and commitment make it
a great enterprise.

For nearly a century, products have been sold
under the Searle name. Since the founding of
the business in 1888 until its acquisition by
Monsanto Company in 1985, the Searle family
owned all or a substantial portion of the com pany and, for all but the last eight years,
members of the family have provided the top
management for the firm. From 1977 to 1985,
the leadership of the company came from
outside the family. Now Monsanto Company
will own and provide management for the business. Over the years, a variety of challenges have
been met by a series of strong, dedicated man agers and a number of strategies have been
employed which permitted the company to grow
and prosper.
As a new era begins, it is appropriate to
reflect on the development of the company.
Businesses do not normally chronicle their evolution on an ongoing basis or maintain records in

a way to facilitate a review of this type.The
details of recent events, therefore, are easier to
recount.This short revi ew suffers from these
circumstances and may appear, by the space
devoted to one Searle era or another, to accord
greater importance to events of the recent past
as opposed to events more remote in time.That
is not the intention. Any institution with Searle's
long existence is, at any particular time, a
composite of the events, decisions, and circumstances of the past. Surely Searle's current
strengths, important traditions, and future
prospects are the product of the nine decades
which have gone before. Each era has made its
special imprint on th e company.
January 31, 1986

Founding and Growth

1888-1977

The Searle business of manufacturing pharmaceutical products was founded in Omaha,
Nebraska in 1888 by Gideon Daniel Searle, a
young druggist from Anderson, Indiana.
Gideon Searle's career ladder was short but
instructive. While serving with the Indiana Foot
Volunteers during the Civil War, he was hospitalized with an infection and studied medical books
and papers while recuperating. After the war he
enrolled in a business college in Chicago. Before
completing his studies, he was hired as a bookkeeper by a drug company in Indiana. The position also involved sales work. Gaining experience
in financial and marketing aspects of business,
Gideon Searle soon developed the knowledge
and courage to establish his own business. At
the age of 22, he purchased a drug store in
Fortville, Indiana. He sold that store for a profit.
bought a second store in Anderson, Indiana, sold
that store for yet another profit, and purchased a
third store, also in Anderson .
As a druggist. Gideon Searle manufactured
some of his own preparations and developed a
flourishing business selling them to local doctors and druggists. This success led him to
decide to become a full-time manufacturer. With
the encouragement of a friend, Eli Lilly, Searle
established his manufacturing venture in 1888
in Omaha. Joining him as a partner in that venture was Franklin Hereth, a talented chemist
who had been working for Lilly.
The company relocated to Chicago in 1890
for better opportunity for expansion and continued to prosper. In 1905, Hereth resigned, seiling his share of the business to Gideon Searle.
On April 10, 1908, the company was formally
incorporated as G.D. Searle & Co.
By this time, the company had carved out a
special niche in the pharmaceutical business,
continuing the strategy Gideon Searle had
employed as a druggist. Searle's special market
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was selling syrups, elixirs, tinctures, and a variety
of other products to doctors who dispensed their
own medications for their patients instead of
sending the patients to a drug store. Searle's
customers were concentrated in a region from
Iowa to Ohio and running south to Missouri and
Kentucky. Serving this market required the
company to carry a large number of products.
Gideon Searle developed health problems
in 1909, and his son, Claude Howard Searle, a
practicing physician, joined the business as Vice
President and General Manager. He became
President when Gideon Searle died in 1917.
Claude Searle continued the marketing strategy
established by his father, focusing on the "dispensing belt" in the Midwest.
During its first 25 years of operation,
G. D. Searle & Co. was typical of American pharmaceutical companies, producing products from
plants. Drugs based on chemistry were of European origin, primarily from Germany. With the
advent of World War I, supplies of drugs from
Germany were cut off, which resulted in a major
expansion of the American pharmaceutical
industry. In line with the trend in the developing
American pharmaceutical industry, the company
began to emphasize research. In the 1920s,
Searle developed an American version of European drugs used in the treatment of syphilis. In
1930, the company introduced Aminophyllin, a
product for cardiac and respiratory disorders.
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While presiding overthe growth of
G. D. Searle & Co., Claude Searle was also raising
a son who would eventually head the company.
Born on March 18, 1901, the son was named
John Gideon Searle.
At the age of 14, John G. Searle held his
first summer job at the company. He continued
to work for the company during some of his
summer breaks from high school and college.
By the time he graduated from the University of
Michigan in 1923 with a degree in pharmacy, he
had first hand knowledge of a wide variety of
jobs in the company.
In 1923, John G. Searle went to work as a
buyer for G. D. Searle & Co. He was subsequently
appointed Office Manager and Treasurer and
assumed the position of Vice President and
General Manager in 1931.
As General Manager, John G. Searle faced
a crisis precipitated by the Great Depression
which caused a significant decrease in the company's sales. One approach to this crisis could
have been a retrenchment strategy: reducing
output, laying off employees, and waiting for an
improvement in the economy. But John G.
Searle, based on product/profit analysis, formulated a daring strategy to deal with the crisis.
The strategy called for a sharp reduction in the
number of Searle products to those items which
were profitable, an expansion of marketing
efforts to a nationwide basis, and a reorientation
of research efforts to produce a stream of
unique products that could be marketed profitably nationwide. It was John G. Searle's firm
conviction that those products should fill niches
not being serviced by other pharmaceutical
firms . The new concept had a profound impact
on the history of the company. It proved to be
the turning point at the time and frequently
steered the business away from trouble byavoiding fields already crowded with other products.
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To implement the new strategy as quickly as
possible, John G. Searle recruited two key executives : Paul E. Tillman for finance and Dr. Albert
L. Raymond for research.
Paul E. Tillman learned accounting by taking
evening courses at the Walton School of Com merce and the Y.M .C.A. in Chicago. He then
joined a prosperous contracting firm, which was
bankrupted by the Great Depression. It was a
blessing in disguise, because Paul Tillman was
then able to join Searle. Tillman's ability to control costs during the troublesome period of the
early 1930s may have been a key f actor enabling
Searle to avoid bankruptcy.
Dr. Albert L. Raymond was a research
scientist with a Ph .D. in chemistry. He came to
the company after John G. Searle asked one of
his chemists to recommend an individual to
direct the company's research activities. The
chemist asked his former professor at Iowa
State University for suggestions, and Raymond's
name was mentioned. Dr. Raymond embarked
on a successful program to identify unique therapeutic niches and build a research team who
could develop products for these opportunities.
John G. Searle also added Franklin P.
O' Brien to head Searle's marketing program .
Franklin P. O'Brien was engaged in a real estate
business at the time he decided to join Searle in
1942. John G. Searle had known O'Brien for
many years and had developed a deep respect
for his management abilities.
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Raymond, Tillman, and John G. Searle made
a highly effective management team, but it was
John G. Searle who was the entrepreneur. Final
decisions were his, and he involved himself in far
more decisions than would be recommended by
modern management practices. But John G.
Searle respected and relied upon the skills of his
two key executives, and they accepted his entrepreneurial management style. The result was
rapid growth and impressive profitability for the
company for many decades.
John G. Searle's new strategy depended
ultimately on the company's ability to develop
new products. There were several successes in
this area in the 1930s and 1940s. ln 1934,
Metamucil was introduced, the first laxative
wh ich was effective without being irritating. This
product remains the largest selling laxative in the
U.S . after being on the market for over 50 years.
In 1949, Dramamine was made available by prescription .This drug was developed by Searle as
an antihistamine, but in the testing process, was
also found to be effective against motion sickness. Metamucil and Dramamine represented
the type of products John G. Searle wanted :
products that met significant customer needs
and produced strong profits. BanthTne, a totally
new concept for the treatment of peptic ulcers,
was another such product.
By 1950, John G. Searle's strategy had
proven successful. The family thought it wise to
make a public offering of some of its stock.
The company's stock was listed on the over-thecounter market and 3,000 stockholders purchased shares. Later, the company was listed on
the New York Stock Excha nge.
By 1950, it was also clear to some members
of the management team that Searle should
enter international markets. John G. Searle was

not a leader in this thrust. Paul Tillman continued
to promote the idea. International expansi on
received further emphasis when John G.
Searle's two sons, Daniel Searle and William
Searle, and his son-in-law, Wesley Dixon, joined
the firm in the early 1950s.The two sons had
spent many of their teenage summers working in
most of the company's departments, from order
processing to research. Like their fathe r, they
were very familiar with the operations of the
business. Daniel joined the company after
obtaining his MBA from Harvard and William
after serving in the Korean War. Daniel and
William Searle both favored international
expansion and Wesley Dixon was given the
responsibility for developing foreign operations.
Wesley Dixon expanded the company into
Europe, Latin America, Asia, and Africa. By
1976, approximately one-half of the company's
pharmaceutical sales came from markets
outside the United States.
While Searle began to slowly expand
outside the U.S., new, marketable products
continued to be developed by Searle's research
efforts. Products included Nilevar, a drug which
shortened convalescence, and Mictine and
Rolicton, drugs to combat the body's tendency to
build up excessive fluids when under the stress
of disease. Enovid, the first birth control "pill"
was introduced in 1957. In addition, there were
Lomotil, a product to control diarrhea without
undesirable side effects, and Aldactone, a drug to
treat high blood pressure.

Danie l C. Searle
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Despite this risk, Searle found it had to invest a
higher percentage of its sales dollars for research
than any other firm in the pharmaceutical industry in order to compete with the giants. Many
potential new products never reached the commercial stage, and some that did failed to
produce adequate profits.Aldactone, which
ultimately became the company's most successful pharmaceutical product, was almost dropped
from Searle's product line because it failed to
produce adequate sales when first introduced. It
was saved by the combination of an educational
program for physicians, encouraged byWi lliam
Searle, and a daring price reduction strategy
managed by Daniel Searle.
As a result of the new products and effective marketing programs, Searle's return on
equity was one of the highest in the highly
profitable pharmaceutical industry. In 1968,
Searle for the first time became one of the
Fortune 500 companies. Nonetheless, even with
the spectacular success the company had enjoyed, the threat of product obsolescence was
real, as 80 percent of the company's profits
came from only three or four products. The
company considered twice merging with other
compan ies in order to more effectively compete
with much larger pharmaceutical companies.
Neither of the attempts, however, was successful.
John G. Searle relinquished the presidency
of the company in 1966 and assumed the title of
Chairman . Daniel Searle became President and,
together with William Searle and Wesley Dixon,
assumed responsibility for leading the company

into the 1970s. John G. Searle retained the title
of Chief Executive Officer until 1970 and retired
as Chairman in 1972.
When Daniel Searle became President. the
company faced certain problems. Sales were at
record levels, but profit margins were under
pressure. The decline was attributable to a lower
price for Searle's birth control pills coupled with
increased government regulations that delayed
the introduction of Searle's newest oral contraceptive and greatly increased the cost of
research. The narrow product line provided
operating efficiencies and good profit margins,
but made the company vulnerable to the
unexpected. In 1966, the company still had a line
of 30 products, the same number as in the
1930s, 28 of which had been developed in its
own laboratories. History indicated that the
company's success seemed to depend on one
or a very few products at a particular time.The
pattern began in the 1930s with Aminophyllin.
It was replaced by Ketochol, Diodoquin, and
Metamucil. After World War II, there were
Dramamine, Banthine, and Pro- Banthine. Searle
then developed the birth control pill, Aldactone,
and Aldactazide. Daniel Searle was concerned
about dependence on a single product because
one technological breakthrough by a competitor
or one adverse regulatory decision could put the
company out of business.
The new management team wanted to
reduce the company's vulnerability. Daniel
Searle's basic strategy was to maximize internal
growth opportunities, utilize Puerto Rican
manufacturing facilities to maximize cash flow,
dramatically increase research and development
activities, reduce the high dividend payout ratio
of over 75 percent by increasing earnings while
holding the dividend constant, and utilize
resulting cash flow to finance acquisitions and
ventures in the health care field to diversify the
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Plan Searle
Stock Split,
Hike in Rate
Directors of G. D. Searle &
Co., Chicago manufacturer of
pharmaceuticals, have voted an
increase in the current dividend and approved a proposal
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company's product line beyond pharmaceuticals.
Management was willing to deliberately accept
a lower overall rate of return on investment
compared to the historical return on pharmaceutical products and, in exchange, reduced risks
of catastrophe inherent in the former specialization strategy. Searle's dependency on high sales
from a few products in a highly competitive and
regulated industry only added to the problems.
Searle expanded into medical instruments
and medical data processing equipment. In 1973,
Searle and Will Ross merged, bringing Searle
into health supplies and equipment in addition to
pharmaceutical science. One of the Will Ross
subsidiaries was a retailer of eye glasses, contact
lenses, and optical accessories. Pearle Vision
Centers would become an important part of
Searle's business. For ten years, the diversification program produced outstanding growth:
sales rose from $113 million in 1966 to
$712 million in 1975 and net income rose from
$23 million to $80 million over the same period.
The family management agreed that when
the company reached $1 billion in sales, it should
have in place a professional management team
instead of a family management team to lead the
company to the $2 billion level. They were
concerned that family management carried with
it too many traditions that could get in the way
of future substantial growth, their training and
knowledge were in areas that did not include
sophisticated relationships with governments
that sought more and more control over business practices, and a triad management was
probably not the type of leadership needed to
sustain growth.

Daniel Searle, William Searle, and Wesley
Dixon decided it was time to recruit new leadership from outside the company. The Board was
informed and fully supported this effort. While
William Searle and Wesley Dixon concentrated
their attention on running the company, Daniel
Searle devoted all of his efforts to the search
using criteria developed by the three family
members. The candidate had to be a proven
leader who could deal with people firmly but
compassionately, and select good people and
develop them to their fullest potential. The
candidate also had to be able to think strategi cally and operationally and be comfortable in an
environment increasingly subject to government
regulation. In addition, the candidate had to be
comfortable with the Searle family's major
ownership role.
After conducting an exhaustive search for
more than 18 months, the family recommended
Donald H. Rumsfeld as the person who best
fit the criteria. The Board accepted the
recommendation.
Prior to joining Searle, Don Rumsfeld had
served in the U.S. Congress for over six years,
had been Director of the Office of Economic
Opportunity, Director of the Cost of Living
Council, U.S. Ambassador to the North Atlantic
Treaty Organization (NATO), Chief of Staff of the
White House, and Secretary of Defense.

Donald H. Rum sfeld
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1977-1985

John E. Robson

Searle faced significant challenges at the time
Don Rumsfeld joined the company. The most
serious of these related to Searle's ethical
pharmaceutical products. Searle's successful
ethical pharmaceutical products were beginning
to reach the end of their patent lives and would
be subject to generic competition, but the
company's R&D pipeline was short of pharmaceutical products which could be brought to the
market quickly and continue a strong earnings
stream. In addition, effective management of the
many Searle businesses in different fields was
difficult. and the company's financial performance was eroding. The Pearle Vi sion Center
business appeared capable of rapid growth, but
was a very small part of Searle's business. In
summary, after a period of growth, the company
required rejuvenation and a definitive plan for
its future.
Don Rumsfeld's first task was to develop a
plan and a management team to deal with these
issues. His first year at Searle was marked by
substantial changes throughout the organization.
He undertook to ascertain those things that the
company could do well and concentrate on them.
He established the tone of the company as one
with a lean staff of quality individuals with high
standards of integrity who worked hard and were
willing to take risks. Protocol was kept to a
minimum and relationships at all levels of the
organization were informal.
Don Rumsfeld recruited severa l senior
executives to assist in formulating and implementing a strategy to respond to the challenges
facing Searle. In October 1977, John E. Robson
joined Searle as Executive Vice President.
John Robson had substantial experience as a
practicing attorney and a top official in the
federal government. In February 1978, James
M . Denny, formerly treasurer of Firestone Tire
and Rubber Company, became Searle's Senior
Vice President and Chief Financial Officer.
Together, these three individuals were the
guiding force behind the development and
implementation of Searle's new strategy.

One of the first actions Don Rumsfeld took
was to institute a series of task forces comprised
of directors, officers, employees, and, in some
cases, outside consultants, to examine various
facets of the company's operations. The task
forces considered opportunities for cost reductions; whether to continue or divest certain
businesses ; repatriation of funds from Searle's
subsidiary in Puerto Rico; organization of
Searle' s research activities; and the company's
systems for meeting regulatory requirements.
Many of the subsequent actions taken by the
company emerged from these initial task
force efforts.
The centerpiece of Searle's strategy w as the
decision to remain a research-based pharmaceutical company. Substantial investment in
R&D had been the core of Searle's strategy
since John G. Searle's presidency. Industry
statistics indicated an average of eight years and
investment of nearly $70 million between discovery and marketing of a new product, and no
assurance that the investment would ever
return a profit. Dr. Daniel L. Azarnoff joined
Searle in 1978 to direct R&D efforts as Senior
Vice President, Research and Development.
Dr. Azarnoff was a professor and director of the
clinical pharmacology-toxicology center at the
University of Kansas Medical School with an
international reputation and record of accom plishment. He began evaluating products in the
R&D pipeline and accelerating those with
promise, establishing priority areas for research,
and implementing staffing and organzational
changes in the R&D organization.

James M . Denny
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In 1977, various organizational changes
were instituted in the Searle quality assurance
and regulatory affairs functions. The goal was to
assure that the company's products and its
manufacturing and research activities met the
highest standards of excellence, as well as all
regulatory requirements. Don Rumsfeld
established this as a matter of highest priority,
requiring costly and complex systems of control
and documentation.
Under a philosophy of decentralizaton,
changes were also made in 1977 to permit
Searle's business groups to operate more
autonomously. Consonant with a less centralized
management structure, organizational changes
and a substantial reduction in size were also
made in the corporate staff.
To make the less centralized structure work,
broader financial and management reporting
systems were implemented to permit careful
monitoring of the company's operations. A
renewed emphasis was placed on management
and financial controls. Standards were estab lished for working capital, return on assets, and
operating expenses. "Bad news" was to be
surfaced sooner rather than later and the company pursued a conservative accounting policy
under which it absorbed potential financial
exposures at the earliest appropriate time. A
corporate-wide standards of conduct policy was
adopted to underscore Searle's tradition of
ethical business practices and excellence.
By the end of 1978, Searle was a markedly
different organization. A substantial influx of new
senior managers had taken place. In addition to
those individuals mentioned previously,
Joseph D. Morales and William I. Greener, J r.
joined Searle in 1978 as Controller and Vice
President, Corporate Relations, respectively. In
subsequent years, other senior managers joined
Searle and contributed to the development and
implementation of Searle's revitalization

strategy. These individuals included Robert B.
Shapiro, who joined Searle in 1979 as Vice
President and General Counsel and became
President of the NutraSweet Group in 1982;
Marcel C. Durot, Vice President, General
Manager, U.S. Consumer Products Division ;
Jeffrey E. Curtiss, Vice President, Development;
Thomas J. Gavin, Vice President, Taxes; Edward
M. Liddy, Vice President and Controller;
Donald R. Murdoch, Vice President and General
Counsel; and Donald L. Seeley, Vice President
and Treasu rer.
During 1978, Don Rumsfeld and Daniel
Searle recruited several outside directors for
Searle's board. They included Ambassador Andre
de Staercke, Honorary Ambassador of Belgium ;
Donald P. Kelly, Chairman, President and Chief
Executive Officer, Esmark, Inc.; Arthur M. Wood,
Retired Chairman and Chief Executive Officer,
Sears, Roebuck and Co.; Daryl F. Grisham,
President and Chief Executive Officer, Parker
House Sausage Co.; and Kurt J. Isselbacher,
M.D., Chief, Gastrointestinal Unit, Massachusetts
General Hospital and Professor of Medicine,
Harvard Medical School. With-these new directors, 11 of the 15 Searle board members were
not employed by the company. Over the 19781984 period, other outside directors joined the
Searle board. These included: in 1980, Donald S.
Perkins, Former Chairman and Chief Executive
Officer, Jewel Companies, Inc.; in 1984, Edward
A. Brennan, Chairman, Sears, Roebuck and Co.;
and in 1985, Nancy Clark Reynolds, President,
Wexler, Reynolds, Harrison and Schule. They
brought a variety of talents to the company and
contributed to its growth and success.
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Clarity in the company's strategic direction,
as well as earnings improvement, were furthered
through the implementation of a comprehensive
business divestiture program. Management of
the many businesses which Searle had acquired
as part of the diversification strategy had
become strategically complicated and financially
burdensome. Many of the businesses no longer
fit the strategy of a research-based pharmaceutical company. Some businesses were not
returning a profit.
The divestiture program was implemented
over a number of years as management analyzed
the various businesses and evaluated their future
potential and fit with the new corporate strategy.
In 1977, approximately 20 businesses were
divested. In 1979, Searle sold its diagnostic
imaging equipment business. In 1981, the
company adopted plans to divest its medical and
hospital products businesses. In 1983, Searle
sold its European and North American specialty
gas units and its Australian specialty chemical
unit. From 1977 through 1983, Searle divested
businesses with aggregate sales, based upon the
last year Searle owned them, of nearly $500 million. Selling the businesses generated cash,
eliminated a drain on earnings and cash flow,
and permitted the company to concentrate
financial and management resources on its
core businesses.
With the decision to revitalize the researchbased pharmaceutical business, it was clear that
sales and earnings growth would be needed to
support additional R&D expenditures until new
products emerged. It was hoped that sales and

earnings growth could be achieved by introducing existing pharmaceutical products into
new markets; licensing products from other
companies; developing new dosage forms or
delivery systems for Searle drugs subject to
generic competition; strengthening Searle's
position in the key pharmaceutical markets of
the world through appropriate acquisitions to
ensure a market for future Searle products; and
entering into joint venture agreements to
increase the potential for new product flow. In
addition, sales and earnings growth might
come from the development of the consumer
products business and the Pearle Vision Centers
optical business.
Searle began to enjoy some improvement in
its ethical pharmaceutical business .The com pany introduced many existing products into new
markets as well as launching some new products
(a total of 466 product/country launches were
made from 1977 to 1984). A number of products
were licensed from other companies, including
Theo-24, Norpace CR, and verapamil. New
products and new dosage or delivery systems
were developed by Searle's R&D efforts,
including Demulen 1/ 35, Nitrodisc, FlagyII.V.,
Flagyl I.v. RTU in Viaflex, Aldactone in various
dosage sizes, Norpace Pediatric, Metamucil
Orange, and Sugar Free Metamucil. Searle's
presence in major pharmaceutical markets was
strengthened through acquisitions of companies
in Argentina, Brazil, Germany, Italy, Mexico, and
Spain . Joint ventures were established or
restructured in Korea, Japan, the U.S., U.K., and
Canada. O. B. Parrish, an experienced pharmaceutical executive who joined Searle in 1976,
headed Searle's pharmaceutical group at the
time Don Rumsfeld joined Searle, and continued
to hold that post.
Management also moved to capitalize on
Pearle Vision Centers as a means of generating
sales and earnings growth. In 1977, Optical
Products was established as one of Searle's
business groups. Searle expanded the number of
Pearle retail stores from 239 in 1977 to 1,080 in
1982. Pearle sales grew from $72 million in
1977 to $230 million in 1982 and operating
earnings grew from $11 million to $35 million
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over the same period. Searle also began a franchising program for Pearle stores in 1979. ln
1979, there were 34 franchised stores, but this
number grew to 346 by the end of 1982.The
growth and success of Pearle enabled Searle to
sell approximately 55 percent of the business to
the public in a September 1983 stock offering.
Growth and profitability continued and, in
September 1985, the company sold the balance
of its interest in Pearle to GrandMet USA, Inc. for
nearly twice the 1983 public offering price.
The growth of Searle's consumer products
segment also provided a source of increased
profits, primarily from the market-leading
products Metamucil and Equal. In 1982, the U.S.
Consumer Products Division was established as
a separate business unit.
A major source of sales and earnings
growth in the 1980s was NutraSweet.ln 1977,
however, it was unclear whether aspartame, the
chemical name for NutraSweet, would ever
receive regulatory approval. The product. which
had been discovered by Searle R&D in 1965,
had been tied up in FDA regulatory reviews since
1973. Searle's management was very cautious
about predicting its success, but decided to
actively pursue obtaining regulatory approval of
the product. While numerous studies confirmed
the safety of aspartame, an FDA -sponsored panel
recommended in October 1980 that approval be
further delayed until certain scientific issues
were resolved. With approval still uncertain,
Searle management wrote off the $21 million
investment in aspartame in 1980.
FDA approval of aspartame was finally
granted in July 1981 for uses in tabletop sweeteners and various dry foods and powdered
beverages. I n July 1983, aspartame was
approved for use in carbonated beverages.
By 1985, it was approved for various uses in
48 other countries.

The spectacular success of NutraSweet
made a major contribution to Searle. Equal, the
tabletop sweetener product made with
NutraSweet. rose to market leadership in the
U.S. and other markets. The major soft drink
companies now use NutraSweet almost exclusively as the sweetener in their U.S. diet brands.
NutraSweet is one of the most successful new
products ever introduced, with worldwide sales
of NutraSweet and Equal increasing from
$13 million in 1981 to $585 million in 1984.The
earnings from NutraSweet have helped fund the
company's ongoing pharmaceutical research
after having been a product of those efforts.
Patent extensions granted in 1983 on
NutraSweet in the U.S. until 1992 and in the
U.K. until 1987 partially compensate forthe
unusually long regulatory approval process. The
accomplishments of Searle over the past several
years would have been much more difficult
without the success of NutraSweet.
By the end of 1984, Searle had accomplished much of what it set out to do under the
strategy adopted in 1977. Searle's resources
were concentrated on a limited number of
businesses. Resource deployment balanced the
goals of consistent improvement in the com pany's year-to-year performance with substantial
investment for the future. Searle's pharmaceuti cal business had generated growth in sales and
earnings in the absence of significant new
products, increasing generic competition, and
the introduction of new therapies by competi tors. Through acquisitions, joint ventures , and
licensing, Searle strengthened its position in the
world's major pharmaceutical markets and
augmented the prospects for future new product
flow. The research and development organization
had been revitalized. The promise of new pharmaceutical product flow is at hand. Cytotec,
Searle's anti -ulcer therapy which was in the R&D
pipeline in 1977, is expected to lead the product
flow renaissance, followed by products slightly
further back in the pipeline which are expected
to be introduced over the next several years.

Earnings Per Share
(Continuing Operations)
Dollars
3. 5

3
2.5
2

1.5

0.66

.5

o
1976

77

78

79

80

81

82

83

84
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Important financial trends for Searle for
the period 1976-1984 are included on pages 11
and 12 of this report. Highlights from thi s
period include:
• Sales from continuing operations increased from
$334 million in 1976 to $1.2 billion in 1984, and
grew at a compound rate of 17.3 percent.
• Operating earnings increased from $68 million
in 1976 to $254 million in 1984, growing at a
compound rate of 17.9 percent.The company's
continuing businesses generated approximately
$1.2 billion in operating earnings during
this period.
• R&D spending totalled $669 million in the
1976-1984 period and grew at a 14.7 percent
compound rate.

• Before-tax return on net operating assets
increased from 24.1 percent in 1976 to
29.6 percent in 1984.
• After-tax return on total assets increased from
8.0 percent in 1976 to 12.7 percent in 1984.
• Return on shareholders' investment increased
from 14.7 percent in 1976 to 20.3 percent
in 1984.
.Theyear-end stock price rose from $13 Y8 in
1976 to $647/8 in 1984.
Searle's financial performance compares
favorably to that of competitors and companies
outside of the pharmaceutical industry.Th e
following table displays Fortune 500 rankings
for selected measures in 1976 and 1984.

Sea rle 's Fortune 500 Ranking

Measure
Net income from total operations
... ... . . . .. ............... .
Shareholders' equity .
.. ...
.
Total return to investors . .
.. .
Average return to investors over 10-year period
Net income as a percent of sales . ...... .... . ..... ....... ............... .
Net income as a percent of shareholders' equity .

1984

1976

113
168
10
204
14
92

182
199
453
359
73
211

Searle outperformed the competitor
average for the pharmaceutical industry in 1984
for net income as a percent of sales, net income
as a percent of shareholders' equity, and total
return to investors.
On July 18, 1985, it was announced that
Monsanto Company would acquire Searle in a
merger transaction valued at $2.7 billion.The
merger became effective October 1,1985. The
Searle name will continue to identify the high
quality products that physicians and consumers
know. Searle's skills in developing and marketing

pharmaceutical products, together with excellent
R&D capabilities, rapidly enhance Monsanto's
timetable for becoming an important factor in
the health care industry. After nearly a century of
existence, Searle continues to be recognized as a
leader in its industry. The company looks forward
to the beginning of a new era with confidence
and the same determination to succeed that has
always characterized the Searle organization .

Operating Earnings and Net Earnings
as a Percent of Sales

Average Working Capital Dedicated
to Operations as a Percent of Sales

(Continuin g Operations)

(Continuing Operations)

Percentage

Percen tage
40

30
27.0

•••

••••;4.6

24.2 • • • • • • • 25.8

25

....

20.4

20

20.6 ••
••

20.4

~

17.9

.~

••••••

16.5

35.2

34.0

322

••
•• 20.4

179

34.2

35
30

25.3

25

15

20
13.0

15

10
9.4

10

5
5

o
1976

0
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78
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• • • Operating Earnings
_
Net Earninqs
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Nine -Year Summary of
Operations and
Key Operating Statistics

19 84

Results of Continuing Operations
(in mill ions except pe r share am ounts)
Net sa les .
Ope rat ing earn ings
Interest and d iv ide nd inco me .
Inte rest ex pense, net of
ca pitalize d interest .
Earning s bef ore t axes .
Earnings aft er t axes .
Earning s per share .
Rese arch and deve lopment expense .

19 8 3

$1,246 $
254
41

Key Operating Statistics for
Continuing Operations
% increase in sa les .
Gross marg in as a % of sa les .
Ope rating expenses as a % of sa les .
Ope rating ea rn ings as a % of sa les
Earn ings before taxes as a % of sa les .
Effect ive tax rate (% ) .
Earn ings after taxes as a % of sa les .
% in cre ase (decrease) in earnin gs
after t axes . .
Research and deve lopment expense
as a % of sa les ...
Bef ore- tax return on net operat ing
assets (see note be low) .

Key Operating Statistics for
Total Operations
% increase (decrease ) in sa les .
Gross margin as a % of sales ........................ .... .
Ope ratin g ex penses as a % of sa les .
Ope rating earning s as a % of sa les ... .............. .
Earning s bef ore taxes as a % of sales .
Effect ive t ax rate (% ) .
Net earn ings (loss) as a % of sales .
% in crea se (decrease) in net earn ings .

1980

1979

1978

1977

946 $
158
26

72 7 $
148
32

637 $
157
33

562 $
145
35

485 $
13 1
26

429 $
104
25

54
2 59
162
3.2 4
120

49
155
11 9
2. 39
104

33
170
130
2. 56
95

31
171
120
2.32
82

29
142
93
1.76
69

23
136
87
1.6 5
58

25
117
77
1.47
55

31 .7%
6 1.3
40.9
20.4
20 .8
37 .5
13.0

30.0%
63.0
46.3
16. 7
16.4
23.2
12.6

14.1%
68 .2
47 .8
20.4
23 .4
23.5
17.9

13.3 %
72 .5
4 7.9
24.6
26 .8
29.7
18.8

15.9%
72 .9
4 7.0
25.8
25 .3
34.5
16.5

13.1%
74.0
47 .0
27 .0
28.0
36.0
17 .9

14. 7%
73.2
49 .0
24.2
27.3
34.2
17.9

(8.5)

8.3

29.0

6.9

13.0

100+

36. 1

Results of Total Operations
(in milli ons exce pt per share am ounts)
Net sa les .
Operating earn ings ..... ....... .............................. ..
Inte rest an d dividend in com e .
Interest expe nse, net of
ca pita lized in te rest
Earning s bef ore taxes .
Net ea rning s (loss) .... ..... .... .... ... ...................
Earning s (l oss) per share.
Nonrecurring ite m s included above .

1981

1982

374 $
77
25

1976

334
68
24

26
75
35
.66
46

23
75
61
1. 17
40

12.0%
73 .3
52 .7
20.6
20.1
53 .3
9.4

69.5
49 .1
20.4
22.5
18.7
18.3

(42 .6)

(17.6)

-%

9.6

11 .0

13. 1

12.9

12.3

12.0

12.8

12 .3

12.0

29. 6

22 .4

25 .0

3 1.6

29 .7

33 .2

3 4 .2

24.4E

24.1 E

984 $
153
26

848 $
116
23

847 $
93
22

761
79
26

31
106
72
1.37

30
78
62
.18

(5)

33
73
(28)
(.53)
(63)

0.2 %
53.3
39.6
13.6
12.5
32.1
8.5
100+

11 .2%
5 1.1
40.1
10.9
8.7
58.2
(3.4)
(100)+

7.0%
48.3
37 .9
10.4
10.2
21.0
8.1
(23.6)

$ 1,24 6 $ 1,15 6 $ 1,03 7 $ 1,050 $ 1,082 $
254
192
193
189
17 1
41
27
34
34
35
54
259
162
3.24

7.8%
6 1.3
40.9
20.4
20.8
3 7.5
13.0
7.3

Not e: The " Res ults of Co nt inu ing Operations" and related
statistics exc lud e the operating results of several disco ntinued bu sin esses. Th e " Results of Tot al Operation s" include
all businesses under the direction of management in a
given yea r.
The before-tax return on net operating assets for 1977
and 1976 are estim ates (indicated by E).

49
2 13
151
3.04
32

34
18 5
140
2.77
10

34
133
99
1.90
(2 1)

35
124
98
1.85

32
133
88
1.66

5

1

11 .5%
6 1.9
4 5.2
16.6
18.4
29 .1
13. 1
7.9

(1.2)%
6 4 .9
4 6 .2
18. 7
17 .8
24.0
13 .5
42 .2

(2.9)%
62 .4
44.4
18.0
12.7
25 .7
9.4
0 .4

9.9%
56 .1
40.2
15.8
11 .4
20.5
9.1
1 1.8

The "Year-End Financial Position and Key Fin ancial Statistics"
d ata in clud e th e assets and liabilities related to all businesses
of th e co m pa ny. Th eref ore, ce rtain dat a m ay not ag ree w ith
other pub li shed data which have bee n restat ed t o exc lude
severa l disco ntinued bu sin esses.

Earnings After Taxes

Capital Expenditures

(Co ntinu ing Operations)

(Continu ing Ope rations)

Do llars in Millions

Dolla rs in Millions

175

162

16.0%
54.3
38.7
15 .5
13.5
33 .7
8.9
21 .8

1

200
175

150

150

125

125
100
100
75
70
50
50
35

25

-

0

0

1976

-21

25

77

78

79

80

81

82

83

84

1976

19

77

12

78

79

80

81

82

83

84
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Vear- End Financial Position
and Key Financial Statistics

1984

1983

1982

1981

1980

1979

1978

1977

1976

Year - End Financial Position (in million s)

Total asset s .
Portfolio assets .
Trade accounts receivable. net .
Inventories (on first-in. first-out basis) .
Total debt ..
Net debt .
Long -term debt .
Sha reholders' investment .

$ 1.64 1 $1.343 $ 1.248 $1.073 $1. 11 2 $1. 11 3 $ 966 $1 .004 $1.008
419
404
299
350
337
368
301
299
372
207
171
190
184
149
238
236
140
159
210
125
129
107
176
189
182
209
173
402
311
348
349
422
376
400
285
430
(17)
(93)
(65)
49
54
75
101
12
58
172
179
203
190
88
243
340
345
342
733
862
665
578
549
489
427
381
436

Asset Statistics (in millions unless
otherwise indicated)
Average receivab le collection period (days)
Inventory turnover (times) ...
Average working ca pital dedicated to
operations as a % of sa les .
Capita l ex penditures. including capita lized
intere st but excl udin g acq ui sitions .
Property and equ ipme ntgross at year-end .
Property and equipme ntnet at year-end . .
Depreciation expense .

$

Capital Structure Statistics (in percent)
Net debt to net operati ng assets .
Net debt t o shareholder s' investment .
Net debt t o total ca pital .
Return on sha reholders' investment .
After-tax return on total assets .

65
2.5

81
2.6

92
2.1

80
1.9

77
2.0

71
2.0

74
1.7

70
1.8

72
2.0

25.3%

29 .7%

34.6%

34.3%

37 .9 %

3 7.8%

41.9%

3 7.8%

35.6 %

44 $

27 $

121 $

636

475

423

303

289

264

248

272

245

496
36

362
24

3 13
21

204
17

184
17

159
17

153
16

174
18

159
17

8.6%
11 .0
9.9
19.2
10.0

13.0%
17.6
14.9
17.9
8.9

(11 .5)% 5.8% (10.6 )% 1.9%
(12.7)
(112)
2.2
7.4
(14.5)
(12 .7)
6.9
2 .1
2 1.6
22 .6
17 .5
19.0
13.5
13.5
10.6
10.4

36 $

31

125 $

(1 .6) %
(2.0)
(20)
20.3
12.7

71 $

31 $

192 $

16.7%
26.5
21.0
(69)
(1.2)

11 .0%
13.3
11 .7
14.7
8.0

Common Share Data

$ 3.24 $ 3.04 $ 2.77 $ 1.90 $ 1.85 $ 1.66 $ 1.37 $
52¢
52¢
52¢
52¢
52¢
52¢
52¢
15.9% 17 .0% 18.6% 27 .2% 27 .9% 31 .1% 37 .9 %

Net earn in gs (loss) per share .
Dividends per share ..
Dividends as a % of net earni ngs .
Average number of common shares and
eq uiva lents outstanding (in millions) .
Shares outstanding at yea r-end
(in million s) .
Book value per common share
at year-end .
Market price range per share:
High .
....... . ... . ...... .... . .. . . ..... . ....
Low .
Year-end .
Yea r-end price to book va lue .
Year-end price to ea rn ings per share .
Dividend yield % (based on
year-end price) .
Number of share holders (in th ousands) .

(53)$ 1.18
52¢
52¢
44.2%
N/ A

50.0

49 .8

50.7

52 .0

53 .2

53 .1

52.9

52.8

52 .6

49 .6

49 .3

49 .9

50.7

52 .2

52 .7

52.6

52 .6

52.4

$17 .38 $14.86 $13 .32 $11.40 $10.52 $ 9 .28 $ 8.12 $ 7.25 $ 8.33
$ 65 V2 $ 55 7/ a $ 45 % $ 35 V2 $ 27 5/ a $ 20
$ 16 5/ a $ 13 3/ 4 $ 18
107/ a
17 1/ 4
11 V2
10 5/ a
10 3/ 4
37 V2
34 3/ 4
28 5/a
25 Va
4 13/a
647/ a
125/ a
13 1/ 4
43 7/ a
27
18 7/a
13 Va
3 1 3/ a
2.0
1.6
1.7
1.6
3.7
3 .0
3. 1
2.8
2.6
11 .1
14.4
14.9
16.5
14.6
11 .4
9 .7
20.0
N/ A
0.8%
18.3

1.2%
23.0

1.3%
22.0

1.7%
26 .6

1.9%
29 .1

2.8%
34.5

3.9%
39.4

4 .1%
41 .1

4 .0%
39.5

10.2

10.0

15.2

16.3

18 .2

18 .3

17 .1

2 1.0

21.0

Personnel Statistics for Total Operations

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

$ 122.2 $ 11 5.6 $ 68.2 $ 64.4 $ 59.4 $ 53.8 $ 49.6 $ 40.3 $ 36.3
7.3
6.2
3.5
3.7
25. 4
2 1.3
12.2
8 .2
6.8

Sa les pe r employee.
Earn in gs before taxes per emp loyee .

Return on Shareholders' Investment

After-Tax Return on Total Assets

Percentage

Percentage

25

22.6

- 10
1976

-2
77

78

79

80

81

82

83

84

1976

77

78

79

80

81

82

83

84

Trademarks
and Trade Names

The following names used in this report are
trademarks or trade names of products currently
marketed by G. D. Searle & Co.: Aldactazide,
Aldactone, Aminophyllin, Banthine, Calan,
Cytotec, Demulen Y35, Dramamine, Enovid,
Equal, FlagyllV, Flagyll.V. RTU, Lomotil,

Metamucil, Metamucil Orange, Nitrodisc,
Norpace, Norpace CR, Norpace Pediatric.
NutraSweet, Pro- BanthTne.Searle. Sugar
Free Metamucil. Theo-24.
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