Social Responsibility 2000

We take our

responsibility seriously




BASF - Social Responsibility 2000

BASF Group

Overview of key financial data

Million € 1999 Changein %
Sales e 35946 20,473 22.0
Income from operations before specialitems 3400 = 2,950 153
Income from operatons 3 e e 3,070 : 2,009 528
Income before taxes and minority interests ol ) e y 2,827 2606 = 85
Netincome 1240 1237 0.2
Dividend per share (€) 2.00* 148 77.0
Research & Development expenses T R e R . 1,333 14.5
Personell costs e e el e R e Tl kit A 6,596 61805 BT
o thereof wages and salaries e 5,307 4,935 7o
e thereof social security contributions BT U i P e T
__and expenses for pensions and assistance e, 1,245 3.5
Operating costs for environmental protection facilities ey e 764 . 802 4.7
Capital expenditures on environmental protection facilities s . 20 -13.2
Number of employees as of December 31, 2000 103,273 104,628 -1.3

fo
* Thereof €0.70 special dividend of equity charged with 45% corporation tax

Sales by segments Sales by regions (location of customer)
Million € Million €
Other : Chemicals Europe l North America (NAFTA)
1,344 5,789 20,103 8,419
Thereof Germany
= Plastics & Fibers 7,897 South America
Oil & Gas N 11,030 2,500
3,957
Colorants & Asia, Pacific Area,
Health & Nutrition* Finishing Products Africa
BT 7,109 4,924

*Renamed Agricultural Products & Nutrition on March 2, 2001

BASF is a member of the

g

-,
17

World Business Council
for Sustainable Development

BASF supports the
UN'’s Global Compact initiative.

The Social Responsibility 2000 Report is part of the

BASF Group’s sustainability reporting. It covers the

social dimension of Sustainable Development. This report went to press on May 31, 2001
and was published on August 15, 2001.

It is supplemented by our Annual Report and our

Environment, Safety, Health Report in which we give A new Social Responsibility Report will
a detailed account of the economic and ecological as- appear in 2002 and then every two years,
pects of our activities. We would be pleased to alternating with the Environment, Safety,

send you copies (see back cover). Health Report.



The key areas of

our social responsibility

Employees - create our success

We consider our employees to be a key to our success. Our pay and benefits are based on
local market conditions and on individual as well as company performance. We promote skills
and training and have an open attitude toward flexible working hours and modern forms of
work. We are committed to partnership within the company and cooperate with employee
representatives in a spirit of open, trusting dialogue.

Community - BASF as a Good Corporate Citizen

We want our sites to become part of the community. We want to be accepted as a Good
Corporate Citizen and as a reliable partner that acts responsibly and is an attractive employer.
With our economic activities and our targeted sponsoring of humanitarian, societal and cultural
issues, we contribute to the positive development of society.

Human rights - we reject discrimination and abide by internationally recognized
labor standards

We firmly reject all forms of forced and compulsory labor and child labor and expect the same
from our suppliers. We respect human rights and do not accept any form of discrimination.

Markets — we have clearly defined the limits of our business activities

We treat our competitors, suppliers and customers fairly. We respect the laws and good
business practices of the countries in which we operate. BASF does not tolerate any violations
and does not offer persons acting in the company’s name any immunity from state sanctions.
We have clearly defined the limits of our business activities: We do not supply any products for
the purpose of producing illegal substances or chemical weapons and we are not involved in
manipulating the human genome.

Dialogue - greater trust through transparency and openness

We communicate in an open and objective manner. We take the opinions of others seriously
and encourage a constructive dialogue. Basic communication requirements that are valid
worldwide ensure openness and transparency at all production sites. Our understanding of
openness also means that we inform our neighbors quickly, honestly and comprehensively
about possible danger in the event of a plant malfunction. Our goal is to increase society’s
trust in what we do - an important precondition for our success.




BASF Group: Value added in 2000
Calculation and distribution
Million €

Business performance:
37,693

Sales
35,946

Other operating income,

interest result and income
from financial assets
1,747

Value added =
business performance
minus advance payments

Advance payments:
e Cost of materials
e Write-downs

e Other expenses

27,534

Value added
10,159

®

Distribution of
value added

Creditors 5.6 %
Minority interests 0.4 %

Dividends to shareholders 12.0%

Company 0.2%
(including reserves)

State: corporate taxes 16.9%

Employees:

Wages and salaries,

social security contributions,
and expenses for

pensions and

assistance

64.9%



We have
published Values and Guidelines for the BASF Group,
integrated Sustainable Development even more firmly into
our management system through the establishment of a
Sustainability Council,
supported global and regional networks for the viability of

society.

In the future too, socially responsible behavior will contribute
to the success of BASF because = together, our employees create our success,

our community provides the framework for our business activities,
acting fairly and ethically in our markets and respecting human
rights is essential for winning the trust of our customers, business
partners and society,

an open dialogue helps us to win approval for what we do and

to learn from the wealth of different opinions.

In future, we want to extend the strategic tool of our eco-efficiency analysis
beyond economic and environmental factors to include social issues.
This will give us a comprehensive means of measuring the performance of

our products and services in all three key areas of Sustainable Development.




January ....... ) BASF employees donate €105,000 — more
than any other German company — to the Children’s Hour charity

initiative for the last hour’s pay of the millennium. p Agreement
2003 is reached at BASF Aktiengesellschaft. At the heart of this
agreement between management and employee representatives
is the company’s pledge: no involuntary redundancies until 2003
and training in excess of internal requirements.

February ...... ) BASF donates €50,000 to the Yehudi
Menuhin Foundation, which works to combat racism and vio-
lence through art and creativity. The money comes from the
proceeds of a charity concert organized by BASF plus an addi-
tional amount from the company. p BASF Corporation orga-
nizes Black History Month together with the African-American
Employee Group. A number of events draw attention to the
impact of African-Americans on the development of American
society.

March .......... ) Anniversary: 40 years ago the first foreign
workers arrived at BASF Aktiengesellschaft in Ludwigshafen
from Carrara in ltaly. The town of Carrara, famed for its marble,
presents a marble sculpture to BASF on the occasion of the
anniversary.

April ... ) The BASF Group further develops its Values
and Principles. The company pledges to act responsibly and
also publicly discloses its internal auditing criteria.

May ............ ) Together with other companies, BASF
acknowledges Germany'’s historic and moral responsibility. As
one of the founding members of the initiative Remembrance,
Responsibility and the Future (Errinerung, Verantwortung und
Zukuntt) it contributes €50 million toward compensation for
victims of the National Socialist regime. p The Works Council
of BASF Schwarzheide GmbH celebrates its tenth anniversary at
a festive event.

JUNG cviimasns ) BASF opens its Berlin office in order to
encourage dialogue with politicians in Germany. p BASF Cor-
poration in the United States launches a Volunteer Grant Award
program to provide financial support to employees carrying

out volunteer work at non-profit organizations.

July ... ) BASF commits itself to the principles of the
Global Compact initiative of the United Nations (UN). The aim
is to implement principles applying to human rights, labor stan-
dards and environmental protection worldwide. p The first

incentive shares from BASF’s “plus” share program are deposit-
ed in employee safekeeping accounts.

August ......... ) BASF Coatings in Munster, Germany, organiz-
es the Special Olympics, a swimming event for mentally disabled
people from the region. Numerous employees help out as volun-
teers. ) BASF sponsors a hippotherapy project — an increas-
ingly popular form of physical therapy in which horses are used
to treat the physically and mentally disabled - in Sao Bernardo
do Campo in Brazil.

September .. p BASF in Mexico donates approximately
€10,000 to an anti-drugs initiative “United for a drug-free world.
Turn on the music, turn off drugs.” p BASF together with the
EMNID research institute presents the Governmental Relations
Study, the first company-sponsored study on the relationship
between business and government policy in Germany.

October ....... ) BASF shows its commitment to jobs in the
federal states in eastern Germany. At 70 percent, BASF
Schwarzheide boasts the highest retention rate of all east Ger-
man chemical sites since the collapse of the communist regime
in 1989. ) BASF Aktiengesellschaft’s Right to Part-Time Work
program shows positive results after its one-year pilot phase and
is extended.

November .... p BASF's Sino-German Research & Development
Fund awards 34 scholarships to students in China. p Mid-term
assessment by the Initiative for Job Creation sponsored by BASF,
the trade union IG BCE and the Bertelsmann Foundation: The
projects in question have created 4,500 jobs in Germany to date.
) The BASF Board of Executive Directors, Works Council, Com-
mittee of Senior Management Spokesmen and IG BCE appeal
jointly to all BASF employees in Germany not to discriminate
against foreigners.

December ... p Positive results: the venture capital company
BASF Innovationsfonds GmbH creates 100 new jobs outside
BASF by the end of 2000.
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BASF is the largest chemical company in the world. We aim to increase
and sustain our corporate value through growth and innovation.

We offer our customers a range of high-performance products,
including high-value chemicals, plastics, colorants and pigments,
dispersions, automotive and industrial coatings, agricultural products
and fine chemicals as well as crude oil and natural gas. Our distinctive
Verbund strategy is our strength. It ensures our cost leadership and
thus gives us a decisive competitive advantage in the long term.

We act in accordance with the principles of Sustainable

Development.

Letter from the Chairman of the
Board of Executive Directors
Our new report

Governance

Sustainable Development
Employees

Community

Human rights

Markets

Dialogue

Goals







In mid-1999, we saw how a lack of responsibility can
endanger this success when our company'’s image was
negatively affected because of violations of antitrust laws
in the vitamins business. It is therefore important to us to
reaffirm our commitment to sustainable and law-abiding
behavior in all key areas of society.

None of the key sectors that we describe in this report is
in any way trivial: BASF is a part of social existence and
stands at the center of society. Everything that we do
impacts on society — regionally, nationally and globally. It
is equally true that society can support or hamper BASF's
success. Shaping social and political processes is there-
fore both a duty and a key corporate interest. And
because we want to do this actively, you have a right

to know where we stand and what we understand by
social responsibility.

However, transparent reporting can offer only opening
remarks in the dialogue that we want to conduct with you
and other members of society. Employees and customers,
investors and neighbors, suppliers and politicians — each
group of stakeholders has different priorities in this dia-
logue. As a result, the reports, in which we can only give
an account of a few key areas, must be supplemented by
direct communication.

We communicate actively: in discussions with business
partners and employee representatives, in analyst confer-
ences, in community advisory panels at our sites and in
talks with representatives from the environmental move-
ment, scientists and students. The variety of people we
talk to is reflected in the topics discussed. This is why
you will find such a broad spectrum of subjects under the
heading “social responsibility,” but in every case they
involve people that have links with BASF.
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There is a further common feature between all the sec-
tions of this report: the effort to bring together global
trends and local developments. We provide figures for the
entire BASF Group as well as individual examples from
various countries and we illustrate globally valid state-
ments with statistics from individual regions.

We are aware that the indicators we present here often
give only an outline and not a complete picture. We are
working to develop better methods so that we will be able
to supply more concrete data on social responsibility in
subsequent reports. Measurable statements on the social
effects of our products, for example, are only rudimentary,
but in the area of ecology our eco-efficiency analysis has
brought us a long way forward.

Like our Annual Report and our Environment, Safety,
Health Report, our first Social Responsibility Report
shows the characteristic profile of BASF — the profile of a
company that is on the way to becoming a sustainable
company in every meaning of the word. To succeed in
this, we need above all the creativity and personal com-
mitment of our employees and the critical sympathy of
our partners in society and business worldwide. We look
forward to hearing your comments and suggestions.
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