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e are here to give the very best
service we can to the Representative; we are her only contact

when she needs help. But accounting, packaging, ,

really everyone at the Company-must aLways put the j
shipping Representative first. If we ever stop"doing that,

it will be a sad day for Avon.

, . ,
.

Iva Teber works m Repre- she moved to Chicago,

sentative Service at Avon's uhere she was one ofeight
.

.;-
'

, .
Branch Distriburnon Center people who opened what

. .

in Marton Grove, Illinois. was knouw then as the'

'
- She is Avon's longest-term Great Lakes Branch O$ce.

.
.

employee, having joined Herfeelings about Avon

the Company 46 years ago, after all these years.'

in March 1936. Iva began "It's newr dull," she says."'-

J. working with Avon m "It's been my life."
k New York u henit uas st:ll

- known as the Ca' forniaa

Perfume Company. In 1947
, , .
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To Our Shareholders: of customers served by each Representative.
We continued to implement the program, ,

- that was begun in 1980 to reduce the average
size of Representatives' territories from 150 to
100 households, and the change will be com-

von's consolidated net sales in 1981 reached pleted during early 1982.
a record $2.61 billion, an increase of 2% " Opportunity Unlimited," an innovative
over 1980 sales of $2.57 billion. new 6 eld operations program that had been in

Although consumers faced increasingly difficult test for some time, was further refined during
economic circumstances in the United States 1981 in preparation for its national launch in
during the year, domatic sales improved com- 1982. It constitutes the most significant change
pared with 1980. The substantial strengthening in the way we operate since the two-week cam-
of the U.S. dolLc, however, negatively affected paign was introduced in 1968. The program
our International performance. The number of adds to Avon's field structure a new level of
active Representatives worldwide increased 2% independent contractor, the Group Sales
to 1,280,000 at year-end. Leader. With Opportunity Unlimited, Group

Net earnings for the year were 5219.9 million, Sales Leaders will be able to increase their Avon
a 9% decline from 1980 earnings of $242.1 mil- earnings significantly by volunteering to help
lion. Earnings per share were $3.66, compared District Managers recruit and motivate other
with 54.02 in the prior year. Financial results for Representatives.
1980 and 1981 reflect the adoption of SFAS 52, Under the Opportunity Unlimited program,
which concerns the accounting for the transla- every district will have about ten Group Sales
;.on of foreign currency financial statements. Leaders, each of whom will be a member of a
The unfavorable impact of foreign currency team consisting of 20 to 30 Representatives.
fluctuations, primarily in Latin America, pena- The sales results in Opportunity Unlimited's
li:ed net earnings by 61e per share, compared test divisions are excellent, and reflect substan-
with a negative effect of 33e per share in 1980. tial improvements in all of the most important

indices of field sales performance, particularly
United States the number of Representatives and their cus-
Representatives' sales of cosmetics, fragrances tomer service levels. We have every confidence
and fashion jewelry in the United States that these results will be replicated as we intro-
increased 4% to $1.22 billion. The number of duce Opportunity Ur limited across the country.
U.S. Representatives rose 2% to 435,000, and Another new program for Representatives
their average orders improved slightly, despite a that is still under study is the Higher Earnings
decline in customer service, the average number Plan, a graduated system whereby the amount

Lefr: Members of the o6ce of the
Chairman:Irghe to left) Daud w

W Machell, Chairman of the ' -"

Board and Chief Execunve o$-
cer: Timam R Chaney, Presdent;
kmes E Preston. Execurwe Yce
President and Prc5dera of the
Avon Dwman. Rmht: These new a

cosmcrics and fragrances conrrth- l ,

ured to the strong gam m L'S. y{
standard line beauty product sale 3 i1 .,
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! that a Representative earns on sales (usually an blushers in an elegant slender applicator. Intro-

j average of about 40% of the recommended cus- duced during the third quarter, Colortwists is'

( tomer price) increases as her dollar volume rises. one of the most successful makeup products~

This and other programs in various stages of everlaunched by Avon.L

testing and development are designed to Our gift and decorative line was broadened to!

'
~

enhance the earning opportunity for Represen- include more home decorative art items and col-
tatives, making it more appealing to those who lectibles, and the sales results contributed to the

are better motivated and more effective in their gain in this category. The Chesapeake Collection

'i sales efforts. for men and the Mother's Day Plate were two of
the year's outstanding introductions.

Product Line Sales of fashion jewelry softened considerably

A weakening economy, as well as changing during 1981 versus the prior year, in line with
trends in fashion, affected consumer-buying pat- industry trends. During the year we expanded
terns in the United States during 1981. Con- the line to include personal accessories such as
sumers continued to seek greater value and purses, wallets, key cases, pill boxes and pens.

product performance for their money and to For the most part, these new items were well
make fewer impulse purchases.- accepted, and we plan to add more fashion l

Standard line beauty products and gift and accessories in 1982.
decorative items enjoyed sales gains of about
10% and 5%, respectively, compared with 1980. International
Fashion jewelry sales, however, declined. International sales of cosmetics, fragrances and

Contributing to the gain in standard line was fashion jewelry rose during 1981 when mea-
the spring introduction of Odyssey, a striking sured in local currencies. But because of weaker'

: new fragrance that achieved sales of over $20 currencies abroad and unsettled economic con-
million at retail in its first month. In the fall, we dicions in some of our major foreign markets,
launched Toccara, the world's first renewable reported sales declined 3% to $1.20 billion. The

,

fragrance, and sales at retail in its month of number of Representatives increased 2% to
introduction were over $25 million. Fragrance 845,000.
Pencils, a unique new product form, were intro- In Europe, the strength of the dollar against
duced in six popular Avon scents and were one the major European currencies had a severe
of the year's most successful products. The impact on our results. For the year, sales were
strong performance of our fragrance line during off by 17%. Although the number of Represen-
1981 led to a gain in market share of this impor- tatives declined below 1980 levels early in the
tant category. In makeup, Colortwists offered a year, recruiting and other programs that were
range of shades in lipsticks, eye shadows and implemented during 1981 contributed to better

,

Ibgk some of the unkpw g |:
and decorarme and fa.shnm gu e!ry .. ,
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relative comparisons at the close of the year. The combined populations of these four coun-
Niarketing programs in Europe proved to be tries total 75 million.' '

very effective, especially in view of the sluggish
I economic conditions that prevailed. Customer Profit Margins

service was maintained at the high levels Consolidated gross profit mcrgin narrowed
achieved in 1980. compared with 1980, reflecting more competi- |

Sales in Latin America increased 6%, reflect- tive pricing strategies in the United States and
ing the impact of continuing currency devalua- abroad. Although careful control over expenses
tions in Argentina and Bra:il. Representative was exercised worldwide, the increasing cost of
growth continued at a satisfactory rate, and operations overseas also brought pressure on
customer service levels remained the highest in margins. As a result, consolidated operating

| the world. profit margin was lower for the year.
In the Pacific, Canada and Africa, sales rose

10% during 1981. In Japan, by far the largest Capital Expenditures
market in the Pacific region, we are continuing Capital expenditures totaled $114.2 million in
to emphasize recruiting, and are strengthening 1981. Current plans call for spending approxi-

i our field management organization by hiring mately $100 million during 1982.
t additional Managers and helping them to im-

prove their leadership and motivational skills. Tiffany & Co.
Smaller countries in Africa, such as Senegal, Although Tiffany's 1981 rate of sales growth

Ivory Coast and Liberia, had mixed results for slowed compared with its outstanding perform-
the year. In Nigeria, we have gained a great deal ance in 1980, sales increased to over $100 mil-
of knowledge about local marketing strategies, lion. The designer jewelry business continued to
pricing, product line needs and field operations be strong, but demand softened for silver flat-
matters. Although it will require some patience ware and precious gems.
to develop its potential, Nigeria, with over 80
million people, remains a very attractive market Avon Fashions, Inc.
for Avon. Avon Fashions continued its excellent record of

During 1981, we ceased Representative sales the past four years. Sales exceeded $80 million,
in Heng Kong, since the potential for achieving and operating profit increased substantially.
profitable operations there was too limited to This performance is attributed to a greatly

,

warrant continuing. improved customer response rate resulting from
Avon Representatives are presently selling in effective market segmentation techniques, a i

i 31 countries. In 1982, we plan to begin opera- merchandise mix of broad appeal and an'

tions in Colombia, Peru, Portugal and Taiwan. expanding customer list.

__
frwana. Fantasque. by Leuu
Feraud, uus m:rodued m Europe.
Sales far enceded thow of any
premous tuwpean trarance
bnck.

{
l
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Mallinckredt, Inc. '
~ ~ - . . - -. .. _ _ _ - . .

We are delighted to be joining forces with a.
For,some time now, we have been seeking to company of Mallinckrodt's quality and reputa-.

:. broaden Avon's business beyond direct selling tion. Its experienced management and broad- |
of beauty and fashion products by entering new based knowledge of health care and specialty

i
markets that will supplement Avon's long-term chemicals will form a solid foundation for
growth potential. Because ofits high growth Avon's further expansion in these fields. This
rates, its generally non-cyclical nature and its expansion will be achieved by supporting the ;

compatibility with our existing product lines, internal development of Mallinckrodt's estab-
the health care industry has been a principal lished businesses as well as through related i
focus of our effort to diversify. acquisitions. ;

On December 15, we announced the signing
iof an agreement with Mallinckrodt, Inc. for the Management |merger of Mallinckrodt with Avon. This trans- In November, an important change in Avon's |

action has been approved by the boards of direc- management structure was announced. An- |
tors of both corporations, and is subject to 06ce of the Chairman was created, consisting I

approval by their shareholders. It is expected of David W. Mitchell, Chairman of the Board
that the merger will be completed on March 8 and Chief Executive Officer, William R.
of this year. Chaney, President, and James E. Preston, Execu-

Headquartered in St. Louis, Missouri, Mal- tive Vice President.
linckrodt develops, manufactures and markets Separate divisions were established to man-
medical, diagnostic and other health care prod- age our three business segments: the traditional

; ucts, specialty chemicals and flavors and fra- Avon business, Tiffany and Avon Fashions,
grances. The company has 30 manufacturing with the President of each division reporting to

4

plants here and abroad, wholly or jointly owned. the OEce of the Chairman. In addition to his
! Mallinckrodt's net sales in 1981 were $494.4 post as Executive Vice President and member
j million, and net earnings were $39.7 million. of the Office of the Chairman, Mr. Preston
! Mallinckrodt has enjoyed uninterrupted was named President of the Avon Division.
; growth in sales and earnings from its continuing Anthony D. Ostrom will continue to serve as
~

businesses for the past 18 years. Over the last 11 President of the Tiffany Division, and Robert B.
; years, net earnings have increased more than Fry remains President of the Avon Fashions

sevenfold, while sales have more than quadru- Division.'

pled. This exceptionally strong and consistent In addition to sharing the overall manage-
record of sa:es and earnings growth reflects the ment of the Company within the Office of the j

4

excellent position Mallinckrodt has achieved in Chairman, Mr. Chaney will concentrate on the {|
'

its key markets. development of Tiffany and Avon Fashions, || 1

!
i.

'

!
'

Right:Avon Fashions' growing
; reputarmn fo* quahry and fashion

. -- .
at attrac:we prices icd to another '

record year. -

!
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u E. - Jiid wi1Fcsersee corpo_r_a. __ la_nning, personnel.- . -- -
-- --- - - -_

te p As always, our strength and confidence in the
and administration. future are solidly based on our ample resources,.

<

'-
When the merger with Mallinckrodt has - most notably the 34,000 loyal and talented

-

i
-

been completed, Raymond F. Bentele, President people of Avon. In this annual report, you will
|and Chief Executive Officer of Mallinckrodt, find profiles of 12 people who broadly represent

-
'

will become an Executive Vice President of the rich variety of skills, functions and personal-
Avon Products, Inc., and willjoin the Office of ities that have contributed so much to Avon's'
the Chairman. He will continue as President of growth. We hope that you will find it ofinterest.'
dallinck.rodt. Mr. Bentele and Harold Thayer,.

I Chairman of Mallinckrodt, will join Avon's Sincerely,
Board of Directors..

i We believe that this new structure will allow
-

; us to devote the necessary management time
and attention to each of Avon's important busi-
ness segments, and to capitalize fully on oppor-

itunities for continued growth and expansion. David W. Mitchell :

Chairman of the Board and !
.

Outlook for 1982' -

Chief Executive Officer )
-

As we enter 1982, we recognize that the year
will have its share of challenges, resulting in par-
ticular from the recession in the United States L[,

'

and the continuing economic uncertainty in 3

| some of our major markets abroad.
'

Nevertheless, we believe that our field opera- William R. Chaney4

tions, marketing and product programs world- President
.

|

wide are appropriate for the current climate,:

and that satisfactory results will be achieved. g[j ,

i Two events of great importance to Avon's
. long-term growth will take place during 1982.
: First is the nationallaunch of Opportunity James E. Preston

Unlimited, which will become the foundation Executive Vice President,

: for a strengthened and expanded field opera-
tions structure. Secondly, we will be welcoming
Mallinckrodt into the Avon family, thereby
adding a new dimension to our business. March 1,1982

;

;
'

Right: Sales of Tufany's designer ;

jewelry were strong durmg the year.
Tfus unque belt budle in '

'

sterlmg st|ver was designed by
' .-

Elsa Pereni.
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osemary Mitchell's Avon career began 12 bilingual and one completely in Spanish. On
'

~

years ago when she became a Representa- average, about two-thirds of the Representa-
'

tive. Her youngest child was only three tives in her district attend the meetings.._

at the time, but she explains, "I felt as though I " Holding three meetings is a chore, but you
had been taking care of babies all my adult life, better believe it's productive," she says. "It's one
and I wanted to do something else. I guess I of the most profitable days of each campaign.
wanted to be liberated just a little bit, and my "For many of my Representatives, just as it
mother suggested Avon. was for me, money is not the most important

" Money was not my major concern-it was thing," she adds. " Knowing that they're doing
the need for something to do in addition to my their best at something and being recogni::ed for
responsibilities to my family," she says. "I loved it makes them feel good-and it makes them
being a Representative, and was good at it." want to keep selling."

But two years later in 1970, she was offered a Rosemary is very proud of the fact that seven
position as a District Manager. She accepted it, of her better Representatives have gone on to
even though it meant relocating to McAllen, become District Managers-and that six of the
Texas from her home in Longview, Texas. "My seven have become members of Avon's Circle of
husband was very supportive " she comments. Excellence, the top 10% of Managers in the
"He is a CPA and told me that I had moved so United States.
often because of his career that this time we She herself has been a Circle of Excellence
would move for mine." member eight times, and for 1981 achieved

Because of the si:e of her district-she has membership once again.
300 Representatives-and the fact that 85% are "I most enjoy the people part ofit," she says.
Spanish-speaking, Rosemary holds three sales "I love working with people and helping them
meetings instead of one: one in English, one develop themselves."

- ,
,

or many of my Representatives, money is not
the most important thing. Knowing that they're doing their best at

something and being recognized for it makes them feel good-
and it makes them want to keep selling."

y w. m opposite page: A forrner
'

. Representarwe herself,;
- . .,

Avon District Manager

4 ''
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'

appointing new

'

I Rosemary Mitchell of
' h. McA flen. Texas enjoys

,

> '" Representarwes.
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opposite page: Producing

almost 100 million sets of
sales literature annually
in eight languages is a
challengefor Wilfried
Wagner and his group of
graphic aru specialists at
Amm's European Market-
ing Center in London.

u

ur biggest challenge in Europe is pro-
ducing-18 times a year-eight separate versions of the campaign

literature, error free and on time

ilfried Wagner was born in Germany "What standardi::ation does is make us com-
and spent his youth in Hamburg. Fol- pletely independent of any specific vendor.This
lowing apprenticeship and technical way we can boy printing of a defmed quality ;

schooling at the Academy of Graphic Arts in anywhere in Europe simply by looking at a '

Munich, he joined Avon 13 years ago as a Print printer's equipment list."
i

Production Specialist. Wilfried is very proud of his group of special- :
JAs Director of Print Production for Avon ists at AOL and pucs great emphasis on team

Overseas Limited (Aot), Avon's European Mar- effort.
keting Center in London, he oversees a group of "What we have here is a team of highly
graphic arts professionals who produce 93 mil- skilled people who really know their particular
lion campaign brochures in eight languages disciplines," he says. "This is critical in dealing
every year. with printers, because we have always believed

"When I was at :chool, the idea of setting that we, as the buyer, should know as much
common standards for print production about printing as the printers themselves."
throughout Europe was strictly a theoretical Wilfried values the freedom his group has
;oal. Today those standards are a reality, and I'm been given by Avon management to adopt the
very proud that Avon has contributed greatly to latest in printing technology.
this movement. "There is a lot of trust in the ability of teams

"Our biggest challenge in Europe is produc- like ours to keep abreast of new developments
ing-18 times a year-eight separate versions of and bring them into the system.
the cam
he says. paign literature, error free and on time |'"Our printing needs are as complex as any-

"Our unique demands forced us to take one's," he adds. "And when any new technology
the lead in encouraging our printers to adopt becomes feasible, you can be sure that Avon will
common standards, be among the first to adopt it."
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fter graduating from Tokyo Pharmaceu- vating the Representative who is in the middle
tical College and working in advertising level. "The top producers are easy to motivate.

-

'

and the importing and exporting busi- For the ones who sell very little, there is not
ness, Kaede Endo spent a year with another much you can do. But those in the middle-
direct-selling company before joining Avon. who do reasonably well-they are the ones you

"It was because of that experience that I can encourage and help to do better."
learned to like direct selling. When I saw an ad For seven years, Endo-san was Avon Japan's
for Avon, I answered it because I thought that National Beauty Adviser, and she is keenly t

working with the biggest company in the field aware of the importance of product knowledge
would offer more opportunities to advance." to Japanese Representatives. : .

And advance she did. Starting as a Zone Man- " Japanese women are very well educated
ager ten years ago, she was later promoted to about cosmetics. They know how to apply them
Division Manager responsible for a division on and what forms are most flattering. We have
Hokkaido, Japan's northernmost island. to make sure that Zone Managers can teach

in October of 1980, she became the first product knowledge to Representatives so they
woman to be named a Regional Sales Manager will have the confidence to sell effectively."
at Avon Japan. Today, " Endo-san," as she is She views her role as a female executive of a
known, is responsible for eight divisions and multinational company operating in Japan as
169 Zone Managers who cover geographically somewhat of a breakthrough. "There is still
almost half the country. Spread across the some resistance to women in management," she
northern part ofJapan, her area is lightly popu- says. "But this is changing, and I expect that
lated, with agriculture and fishing the principal when the younger generation grows up, women
occupations. will play a more active and influential role in

Endo-san sees her greatest challenge as moti- Japanese business life."

g
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slapanese women are very well educated
about cosmetics. We have to rnake sme that Zone Managers can

teach product knowledge to Representatives so
they will have the confidence to sell effectively"

_ _ _ _ _ _ _ _ _ _

Right: A ReguonalSales
_

-

,,

:
.. Manager in Japan, Kaede
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Endo 6 respansiNe for
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Opposite page: At Avon's

( Springdale. ohio manw,

! i facturmg laboracory,
-

[
'

cli Watson works in they
Processmg Depanment{ - '

,,
'' where basic chemicals are <

"K. r s mixed to make fnished |
.

\ / ingredienu. j4

,

S. |

4

%

't

w

he microbiology labs and the quality
control people are all very tough-they never let anything go.

y I respect that because I wouldn't want anything

f to reach a customer that wasn't 100% right."

r"" "'o Eli Watson, seeing an Avon product He has a high regard for Avon's quality stand-
and knowing that he had a role in pro- ards. "The microbiology labs and the quality

@(,
. ducing it isi a very good feeling. control people are all very tough-they never let
"There's real satisfaction in seeing an Avon anything go. I respect that because I wouldn't

i lotion or shampoo in someone's home and want anything to reach a customer that wasn't

? thinking 'I might have made that.' " 100% right.

i A processor at Avon's manufacturing labora- "I like knowing that I work for the largest
7 tory in Springdale, Ohio, Eli joined the com- cosmetics company in the world," he says. "Our
"

pany in 1965. After working as a materials business has to keep growing because we're

,

handler for a year, he joined the Processing meeting human needs. People may stop buying
Department where basic chemicals are mixed to cars, but I don't think they'll ever stop buying
make finished ingredients. cosmetics."<

"When you're in the Processing Department, Eight years away from retirement, Eli already
you have to watch what you're doing-you're knows how he will spend his time. "1 love fish-
under a great deal of pressure," he says. "If you ing in Michigan and working on old cars.

ut 500 pounds of an ingredient into the wrong "I have a 1947 Cadillac and a 1951 Packard
atch, you've got a problem. that I restored to perfect condition. In fact, I

"But it is really satisfying to combine ingre- could get in the Packard this afternoon and
dients and watch them mix and change. You can drive to California and back," he says with obvi-
look and tell right away ifit's right." ous pride.

Eli was one of the original employees when "Avon is a wonderful place to work," he adds.
the Springdale facility was opened in 1965. "Just "I've been here for 17 years and have never been |

watching this place grow and knowing that I laid off. That's something to be appreciated if I

,s one of the first here makes me feel good." you stop and think about it." l
- - - _ _ _ - _ - - - - - - _ -

j



''ugenio L6pez started wcirking with Avon will be to attrxt even better Representatives.
-

H Mexico 23 years ago when he was 17 years "Avon's coverage in Mexico is excellent," he
|

. sold and just out of high school. comments. "We are in every small town and vil- '

"I beg:.n in Finance and later worked in prac- lage, as well as in the big cities. l
tically every department of the Company," he "Because our market coverage is so good, in

'

says. "And each time I did something new, I the future we will have to pay more attention to
thought that was the best!" the quality of people and not the quantity. We

'
1

Today, he is one of two Group Sales Manag- need to increase Avon's appeal to better Repre-,

'

ers for Mexico, Avon's largest foreign market. sentatives and higher income customers."
"Being in field sales is like a bonus, a pre- He points out that 65% of Mexico's popula-

mium for having worked with Avon for so long," tion is under 25 years of age. "We are a very
he says. "I love the variety that one has in the young people and a very young country. As the
field, but most of all,I enjoy the contact with my younger generation's buying power increases, i

14 Division Managers and the Zone Managers. we will have many opportunities to create new l

"The most important thing in life is to enjoy products that are attractive to them.
your work," he says. "If you do, you transmit "When I started at Avon Mexico, there were
good feelings to others, and this is essential to 30 people in total, and today, there are about
etTective direct selling." 2,000. It was a very small family, and now it is a

Eugenio has very definite ideas about manag- very big one. But despite its growth, we still
ing people. "To be able to manage people, you maintain our close feelings for one another. It's
have to really like them and be highly motivated a very friendly environment.
yourself. It's the same all over the world." "I've done everything at Avon: gone to

He is proud of Avon's success in Mexico and school, met my wife, got married, had children.
believes that the challenge in the years ahead I have been very lucky," he concludes. r,

: u

J

|

n the future we will have to 3ay more,

| attention to the qualit,v of people and not the quantity. We need to !
.

: increase Avons appeal to better Representatives
and higher income customers"

|

'

_.c, . 1 1 . . n.

Right Eugenio L6pe: u
| "' % _

'

f one of two Grc.ip sales
-

_

Manaten m Meuco.
Avon's lasgest maaer out-

.
.

. snde the Unned States.
|

-

He e he mer:s wah DM-
' Managers in ik

aty of Puebla.
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opposste page: Forrner.

Representatin %tte

'
Marechalis today a one
Manager responsnble for,,

_ thelargest onein France.

u

I3
ecoming a member of the

Circle of Excellence and going to New York two years in a row
was a dream I thought would never happen-

but it came true, and I hope to do it again." j
native of Marseilles, Yvette Marechal " convincing others that Avon offers an oppor-
joined Avon in 1977 as a Zone Manager tunity to do what I did."
after being a Representative for six Popular with her Representatives and

years. admired by them, Mme. Marechal enjoys hold-
Her zone is the largest in France, covering an ing sales meetings. "Although many have to

area 225 miles long and 50 miles wide. Known travel great distances, usually about 60 of my
as "Les 1 andes |' the region is essentially rural, Representatives come to the meeting. This is a
and is famous for its splendid pine forests and great compliment to me, and I enjoy very much
its goose liver pate. being with them."

She drives an average of 2,500 miles per She believes strongly in the motivating effect
month in her blue Renault, visiting her 204 of group competition and she encourages it.
Representatives. She loves the activity but says, " Representatives respond best when they are
"My zone is so big that I cannot always do all
the things I want to do." winning as a team, not as individuals," she says.

"They like to measure their own efforts against
Mme. Marechal became a Representative those of other teams."

after her children had grown up because she Mme. Marechal has clearly been successful in
vanted to meet people and develop interests motivating her group of Representatives. In

outside her home. 1978 and 1979, she was a member of the Circ'e
"I was just another bored woman in my vil-

lage," she says. "But when 1 became a Represen- of Excellence, which ranked her among the top10% of Zone Managers in France.
| tative, it changed everything for me." "Becoming a member of the Circle of Excel-

Now as a Zone Manager, she views appoint- lence and going to New York two years in a row
ing new Representatives as her favorite part of was a dream I thought would never happen-

'
3

the job. "I like to sell the Company," she says, but it came true, and I hope to do it again."



Iter Biel was one of the original at central collection points and flown to San-
employees when Avon began opera- tiago where the orders are processed and filled.

.

tions in Chile in 1978. A native of "Every campaign is a challenge," he says.
-

Santiago, he studied chemical engineering at the "And everyone works to make each one a suc-
University of Santiago and later obtained his

| graduate degree in business. Prior to joining
cess. There is a very strong team spirit here."

In four years, Chile has become one of thej Avon, he was the chief engineer for the largest fastest growing and most successful of Avon's |: textile plant in Chile.
International markets. "The reasons why Avoni As Director of Branch Operations, one of has done so well here are, first, our door-to-

;

Walter's primary responsibilities is the delivery
of orders to Chile's 8,000 Avon Representatives, door selling system; second, the quality of ourproducts; and third, the Avon Guarantee. The
no later than seven days from the time they are Guarantee appeals to both Representatives andreceived.

customers because it means that there's no risk
A country of 11 million people, Chile is 3,000 in selling or buying Avon products,

miles long and only 200 miles wide at its broad-
"Avon can look forward to many years ofest point. " Maintaining a turnaround time of

excellent growth in Chile," he adds. "Rightless than seven days in a country this large and
with the difficult geography we have in Chile is now, we sell primarily in bigger towns, but we

are working on achieving greater coverage ina real challenge," he says. "We may have to use
rural areas. As we become better known andferry boats to reach islands off the coast, and introduce techniques that have worked well in

half-track vehicles in some areas too rough for other markets, our business will continue to
our vans to reach-but we rarely miss our grow.
deadline."

In Chile, Representatives' orders are gathered vides the system. That's how we succeed.""We make the effort, and the Company pro-

" ;q y
n

|?
1 g

.A. t - Aaintaining a turnaround time
ofless tl an seven days in a country this large and with the difficult

geography we have in Chile is a real challenge-
but we rarely miss our deadline."

- Q "v
_

i Right: Chile's difficult
geog,aphy males plan-*',

-

rung delwery schedules

and routes a challenge for
,

W'aher Biel. Director of
Branch Operarwnt
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Opposite page: Connte

i Waters buys alrnost 40%
| of the apparel sold by
i

Awn Fashions. Here she
j helps prepare a model for
:
1

catalog photography.

i

44

:
!
t

|
1

| n every cataloa we offer a good range of
[ fashion basics, but we're not afraici,to try new conce ats with color
j and style. We do fun things that can really taxe off .

I and make your season a big success"
I
s

I onnie Waters was born in Detroit and as well as the latest trends.
raised in Lansing, Michigan. After grad- "Many of our customers use our catalogs as
uating from Michigan State University, they would a fashion magazine," she adds. "And:

! she went to New York as a management trainee they look forward to each new issue."
with a major retailer and catalog house, where Connie believes that catalog operations like
she later became its Assistant Fashion Director. Avon Fashions are "really the wave of the,

[ She then spent a year at a leading Fifth Avenue future. The catalog comes to the home and the
j department store before joining Avon last year. customer can shop at her leisure, ..dca the
: As one of two Product Managers for sports- hassle of parking, crowded stores and imper-
[ wear, Connie purchases nearly 40% of the sonal service. It's a great time-saving
[ apparel that Avon Fashions sells. convenience.'
;- "One of the reasons that I joined Avon Fash- "In every catalog, we offer a good range of
i ions is that it has really captured a corner of the fashion basics that sell year after year," she adds.

,
'

market that no one else has-namely the young, "But we're not afraid to try new concepts with4

j contemporary working woman," she says. "We color and style. We take a chance every season i

[ offer fashions with up-to-the minute flair and and do fun things that can really take off and
[ >od quality, at affordable prices." make your season a big success.
[ The average Avon Fashions customer is "Every single order is treated with a great
| between 18 and 35 years of age. Approximately sense of responsibility," she says. "We jump ;
! f)0% of the customer base works full-time; half hoops around here to make sure customers will
[ are married and have children. "These women want to shop with us again.
[ are bank tellers, receptionists and secretaries- "You never know what's going to be a hit,"

,

t

; not executive women, but not blue collar she says. "That's what makes this business so
| either," she says. "They are looking for quality exciting!"
1, , .

- - -- - _ - .
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'
lorn and raised in Denver, Colorado, Manager covering North Florida.

1
' 3 Donna Brooks attended Tennessee State "I love a challenge, and that certainly was !

-

' University and California State University one. I was to be the first black female Division
|

.

i at Hayward. Manager at the Atlanta Branch-and the area !"
. "In school, I majored in elementary educa- that I was offered in North Florida was not your |

'

{ tion. My father, who was a very strong figure in most progressive when it came to racial atti-
'

{i my life, had wanted me to teach. But I reali::ed tudes. But I had studied the market and the
that I reelly wanted to pursue a career in busi- growth potential, and I felt it was worth it, so I

| ness instead. So prior to leaving schocl, I stud- accepted."
ied different industries, and the cosmetics field Donna's division was later expanded to

*

appealed to me the most," she says. include parts of southern Georgia. Today, it iAfter completing her education, she joined extends from north of Savannah, Georgia to i1
another direct seller of cosmetics in the Denver south of Jacksonville, Florida. ;!
area, and was later transferred to Atlanta. "1 "I have real Avon country," she notes. "It's i

recruited and trained the largest sales force the very rural, mostly farmers growing peppers, ;L
,

j
'

company had in Georgia," she says. "But I onions, peanuts and soybeans. And there are
wanted to be with number one, and everyone coastal areas where you find shrimpers and fish ! |l

>.

knows that in the cosmetics business, Avon is it!" camps. I even have Representatives who visit { .;)

l Hired as a District Manager by Avon in 1974, their customers by boat."
.

she was assigned to an inner-city market in Consistently among the top Division Manag- ['Atlanta. In 1977, after a brief period as an ers in sales performance at the Atlanta Branch, |
;| Operations Supervisor at the Atlanta Branch- she says, "In 1978, I led the Branch with over a

:
and time off to have her second daughter- $2 million sales increase. I haven't been number ;|

o '

-| Donna was offered a promotion to Division one since then-but I'm going to do it again!" 4 |
t

) ji..

t

1 t ,

4. >!1

1
1 i .\

;o
| have real Avon country. [|
f It's very rural, mostly farmers growing peppers, onions, peanuts !j
l and soybeans. And there are coastal areas i

where you find shrimpers and fish camps?' ;
,

:
:
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; - " 'y Right: Beca.oe of the sue
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o[her dwlstcn. Atl.2nta.K .
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,a,_ , [ Brooks often st$es air taxis '
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. W to mamtatn her schedssle
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opposnepage: At Amm's
Research Center m,
Sufern, New %k,| .,

*
Dr. Paul Fehn punides

j scient:ftc support to the
Company's product devel-

| 7 opment and manufactur-
i mg operatmns.,

:
% a

!
:
i

i
i
i

! hat we do has a tremendous impact on
j the amount of enthusiasm a Representative generates when
[ she's selling to a customer. Her confidence in our products has
j a very positive effect on how well she sells."
r

! native of East Orange, New Jersey, Paul systems, so that the highest levels of product t

[ Fehn graduated from Washington and purity can be maintained." |
[ Lee University in Virginia. After work- Although the functions that his departments '

L ing with three pharmaceutical 6rms in research perform are largely scientific in nature, Paul
pharmacology and with a management consult- does not see his role as isolated from the main-

: ing 6rm as a specialist in the health care field, he stream of Avon's business.
| Joined Avon in 1977 as Manager of Scientific "If a laboratory is not getting the desired

" gulatory Affairs. Along the way, he also result when mixing chemicals, we'll talk them| :

! ootained his MS and PhD degrees in human through the problem on the phone," he says. "It
j biology and an MBA degree in management is imperative that we have these daily dialogues

and marketing. in the interest of getting our products out to the;

| Today, as Director of Product Safety Support Branches for delivery to Representatives.
at Avon's Research Center in Suffern, New "Because of the critical time factor in the way

, York Paul puts to good use his practical experi- we sell," he adds, "any production delays can be
( ence ,and extensive academic training. costly in lost sales and lower morale.
| "My departments are charged with totally "Our role is to assure that we provide the
j supporting, in a scientific sense, product devel- Avon Representative and her customers with

opment and manufacturing at Avon," he the highest quality products that perform prop-
'

explains. "One of our key responsibilities is to erly and are totally safe," he adds.
prepare the processing standard for each new "What we do has a tremendous impact on
Avon product-in effect the ' recipe' to be used the amount of enthusiasm a Representative

1

in producing that product throughout the generates when she's selling to a customer. Her '

world. We also ensure that proper microbiologi- confidence in our products has a very positive
ontrols are applied in all our manufacturing effect on how well she sells."c.



! - ngela Cummings was born in Austria assistant, after five years Angela developed her
h and came to the United States when she own collection and became a designer in herj

. was very young with her mother and own right.
' *

' father, a German diplomat and scientist. Despite Angela's classical training, her jewelry
Returning to Europe when she was 14, she designs are anything but traditional, drawing

'

)|
completed the equivalent of high school and from a wide range of sources for inspiration. e
then entered the world-renowned Zeichenaka- " Ideas just come to me," she says. "I can be

,

demie in Hanau, West Germany, near Frank- inspired by anything I see. It's very unpredict-
|

'

furt. There she studied jewelry design, gemology able. I'm constantly looking for shapes and |

i

'
and goldsmithing. colors-probably more than most people do."

"To me the Tiffany name had always repre- Noted for her versatility, unique sense of
sented the very highest standards of quality and color and bold execution, Angela has taken her

_

fme design," she says. "When I fmished school, I craft into many new directions, often combining !
made up my mind that that was where I was materials in totally new ways. She has also e
going to work." revived old techniques-such as damascene, the

In what sounds like a fairy tale, Angela ancient art ofinlaying precious metal in iron-
returned to New York with her portfolio of and given them new life.
designs, showed it to Walter Hoving, who was "What is wonderful about Tiffany is that
then Chairman ofTitTany-and was hired on they never worry about whether the market will
the spot. accept a design. They believe that people will

"Ijust knew it was going to happen," she says. always accept it ifit's beautiful-and they
"I never really thought ofit as luck. It was just always do," she says.
meant to be,if that's possible" "To me designing is like play," she adds. "I'm

Hired to work as designer Donald Claflin's doing what I really want and love to do."
m

.

hat is wonderful about Tiffany is that
they never worry about whether the market will accept a design.

They believe that people will always accept it if it's
beautiful-and they always do."

*-

Right: An and gardener, *
Angela Cummmgs often

, ineprets taiwal themes

'
m her jeueiry destgns for

-

Tdany

ut
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Net Sales E UnitedStates
(in millions) E International, gg _,

i

| -

! 2000 = - -

1500 E

emaRRER E_

500 !

1 0

j 72 73 74 75 76 77 78 79 80 81

U
. Earnings and E Earnings.

Dividends I er Share M Dividends

.

.

72 73 74 75 76 77 78 79 80 81 F

]
L 5,

a
7-

Distributionof the E lhid to suppliers for |1Avon Sales Dollar-1981 materials and services >

55% 1
E Ernployees' wages, p:

salaries, and benefits !
28 % !'

E Taxes on earnings
'

,
.

9% i
f E Dividends paid to P
j shareholders 1

No
3 Earnings retained for p(

future growth 3 ,

1% t

$.
! t

4 -

__ ____m_____---_--
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Avon's Business

Avon's two principal industry segments are the manufacture primary importance. Products for women and teenage girls
and sale of cosmetics, fragrances and toiletries and of fashion represented about 85% of net sales in 1981. Although the

jewelry and accessories. These products are sold directly to range of products sold in foreign countries is not as extensive
customers in their homes by Avon Representatives, following as that sold in the United States, most of the products are sub-
the method used since the Ccmpany's founding in 18S6. The stantially the same as those marketed domestically. Financial
Company currently sells abou: 650 products in the United information relating to industry segments and geographic
States, Europe, Latin America and other parts of the world, reas is incorporated by reference to the Industry Segment
Avon products are offered for every member of the family, Data note of" Notes to Consolidated Financial Statements" on
although products for women have long been, and remain, of pages 44 and 45 of this report.

Year Ended December 31 ,

(in milhons) j
1981 1980 1979

Net Sales of Principal Products
Cosmetics, fragrances and toiletries:

Fragrance and bath products for women . $ 783.3 $ 772.3 $ 748.8
Makeup, skin-care and other products for women. 812.4 770.7 674.8

Men's toiletry products. 192.8 198.7 209.6

Daily-need, children's and teen products. 251.3 241 6 213.8

Subtotal . 2,039.8 1,983.3 1,847.0
i

Fashion jewelry and accessories 383.8 425.2 399.2
>
'

Other . 190.2 160 6 1311

Consolidated. 52,613.8 $2,569.1 $2.377.5

t

)
l

; Cosmetics, Fragrances and Toiletries Daily-need, children's and teen products-10% of consoli-
dated sales

t The cosmetics, fragrances and toiletrier segment includes the Daily-need items include deodorants, anti-perspirants, oral' following classes of principal products: hygiene products and such household products as room

i Fragrance and bath products for women-30Fe of consoli- sprays. Children's and teen products include fragrance prod-
- dated sales ucts and novelty products for young children.
I These products consist of perfumes, colognes, sachets, Fashion Jewelry and Accessories-15% of consoh..

.

! fragrance candles, pomanders, lotions, soaps and powders. dated sales
They are marketed in a number of fragrance lines, each be 13
on a particular scent and packaging theme. The fashion jewelry line is sold in the United States and in

sever I f reign m rkets. Jewelry for men, women and children
Makeup, skin-care and other products for women-31"c is s Id by Avon Representatives, with women's jewelry
of consolidated sales cc unting f r m st of the sales.The fashion accessory line
These prcducts include such maleup items as lipstick, eye w s introduced in the United States during 1981, and includes
shadow and mascara; tkin care products; nail and hand care

such items as purses, wallets, key cases and pens.
products; and such hair-care products as shampoos, condi-

'

! tieners and brushes. Other-7% of consolidated sales

Men's toiletry products-7% of consolidated sales Tiffany & Co. sells fine jewelry, sterling silverware, goldware,
'

These products include cologne, after-shave lotion, shaving watches, clocks, china, glassware and stationery from its main
cream, tale and soap, in a number of fragrance lines that are store in New York City and from branch stores in Atlanta,'

based on a parncular scent and packaging theme. Beverly Hills, Chicago, Houston and San Francisco. Avon
Fashions, Inc sells women's apparel by mail order in the

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ - - - - . _ _ _ _ _ _ _ _ _ _ _ _ United States.
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Quarterly Financial Data
During 1082 it may be necessary for the Company to bor-

Quarterly data for the two years ended December 31,1981 are row an additional $50 million for seasonal U.S. operating
summarized below (in millions, except per share amounts): needs and facilities expansion projects. Normal seasonal

financing requirements for Intemational operations are

I"I expected to be approximately $70 million. The peak level of "

borrowmgs dunng 1982 (for all purposes) might total $420gt Gross Operatmg Net Earnmgs million.--Quarter saics Proht Profit Earnmes Per share -.
-

bhon-term borrowing consists primarily of borrowingsFirst. $ 549.3 $ 343.7 $ 66.1 $ 37.7 $ .63 ,

from banks by Intemational subsidiaries, and it is expectedSecond. 635,9 387.8 96.4 54.7 .9 L
that the level of such borrowings will increase during 1982.

,

Third . 600.9 364.5 75.8 47.1 .78
Unused lines ofcredit at December 31,1981 approximatedFourth . 827.7 499.7 158.2 80.4 1.34 $385 million. Of this amount, $85 mdlion is related to Inter- ;$2,613.8 $ 1,595.7 $ 346.5 $219.9 $ 3.66 national operations, and consisted almost entirely of

,

overdraft facilities. The remaining $300 million was obtamed
1980 to provide the funds for the purchase of Mallinckrodt, Inc. [

Net Gross Operanng Net Earnmgs c mm n stock. ]_Qua rte r Sales Prcet Profit Ea rnmgs Per Share

Second. 601.8 372.6 94.7 60.6 1.C 1 Consolidated net sales were $2.61 bdlion in 1981, an increase _
];Discussion of 1981 and 1980
.

First. $ 516.1 $ 325.S $ 65.3 5 33.1 $ .55

!Third . 583.8 363.6 78.7 42a .<0 of $45 million or 29 over 19SO. U.S. net sales increased 6% 3Fou rth . 867.4 546.5 198.7 1050 1.76 to $L41 billion, and Intemational sales declined 3% to $1.20 $
$2.569.1 $ 1.608.5 $437.4 $242.1 $4.02 billion. Net eamings declined 9% to $219.9 million. Eamings

|per share were $3.66, compared with $4.02 in 1980. ;-

Discussion of Liquidity and Capital Resources During 1981, Statement of Financial Accounting Standards {
No. 52 relanng to foreign currency translation was adopted, 1

Cash and short. term investments decreased $50.6 million dur- and the results of 1980 have been restated to retlect thist:
ing 1981, to $257.S million at December 31,1981. Dunng the change. j
past three years the Company has undertaken major facdities The decrease in net camings of $22.2 million (36e per ]expansion projects in several countries, including the United share) was caused principally by the following factors: ]States, the United. Kingdom, Argentina, Bra il, Japan and Ire- * An increase in cost of gocds sold as a percentage of net sales, i'land. Capital expenditures during this three-year pericd which decreased net camings by $20.9 million (34e per share). 1totaled $348.2 million, all of which was financed without * An increase in marketing, distribution and administrative $long-term bcm nwing. Construction programs in progress at expenses as a percentage of net sales, which decreased net i;
December 31,1981 canied an estimated cost to complete of ea-ires by $4.0 million (6e per share). {$80 million. Capital expenditures in the next three years are * m i er au in the effecnve income tax rate, which j
expected to continue at generally the same rate as, or at a decreased net camings by $8.5 million (14e per share). jsomewhat lower rate than, the previous three years. Thes. decreases aggregating $33.4 million (54e per share) g'During January 1982, the Company purchased 49G of the were partially offset by the following factors: y
outstanding common stock of Mallinckrodt, Inc. at a price of * Higher net sales, which increased net eamings by $3.9 mil- R$50 per share. The funds required to purchase the shares lion (6e per share).

|;totaled approximately $367 million. A revolving credit agree- * An increase in other income-net, which increased net cam- A
ment was established to provide $300 million as a part of the ings by $7.3 million (12e per share). 3-
fmancing for the purchase of Mallinckrodt shares. This acqui. The increase in consolidated net sales resulted from higher
sinon is described in the Proposed Merger note of" Notes to unit volume ;n the U.S., partially offset by lower sales in
Consolidated Financial Statements" on page 48. Intemational. The strengthening of the U.S. dollar abroad and

Repayment of the funds obtained under the revolving unserthd economic conditions in some of the Company's
credit agreement is due m May 1983. The Company plans to major foreign markets were significant factors contribunng to

_

Ii
make applicanon to obtain credit raungs. Such credit rann;;s the decline m Intemational sales. Although sales in Europe {-will enable the Company to avail itse!f of both long- and increased in terms oflocal currencies, Europeen sales after i !short-term imancing, if such action is desirable. It is antici-

translation into U.S. dollars fell 174 Avon sa!':s in terms of j
pated that the revoh,ng credit agreement wdl be replaced with U.S. dollars in Latin America advanced 69, and in Canada, !other (mancmg prior to its due date.

the Pacific and Africa combined 109. A pornon of the sales |: i

increase is attributable to a 27 mcrease in the number of !

}active Representatives. "

)
_

u
- --
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F Cost of goods sold increased by $57.5 million, and also e A decrease in cost of goods sold as a percentage of net sales 1

[ increased as a percentage ofnet sales, to 39.0% in 1981 from that caused net eamings to increase by $8.2 million (14e per
p 37.4% in 1980.The increase in the cost ratio was primarily the share).
7 result of competitive pricing strategies in the U.S. and abroad The increase in consolidated net sales resulted from .

and the effect of foreign currency fluctuations. increased net sales in Intemational, where higher unit volume |
-

I Marketing, distnbution and administrative expenses and higher average unit selling prices both contributed to the '

t . increased by $28.1 million, and also increased as a percentage increase. A portion of the increased unit volume was attribut-
E of net sales, to 45.9% in 1981 from 45.6% in 1980. The increas- able to a 5% increase in the number ofactive Avon Represen- i

ing cost ofoperations overseas was a major factor contributing tatives. In the U.S., sales to Representatives declined by 2%, as
'

<

h to the higher level ofexpenses. lower unit volume more than offset higher unit selling prices. ;

f Interest income and other income-net increased $14.2 mil. Cost of goods sold increased by $56.9 million but decreased ;
*

. lion to $49.2 million. One major factor contributing to the as a percentage of net sales, to 37.4% in 1980, from 38.0% in
i increase was interest income, which rose $9.5 million to $49.3 1979. The decrease in the cost ratio occurred after including I
I million as a result of higher interest rates on short-term the effect of the adoption of the LIFO method of accounting ;

i investments. Another factor contributing to the increase was ic t the inventories of Tiffany & Co. This change increased
~

greater foreign exchange gains, resulting from the remeasure. mst of goods sold $11.6 million. The cost ratio, exclusive of
*

; ment of foreign currency statements into U.S. dollars, and rea- the effect of the adoption of LIFO by Tiffany, was 36.9%. Less-
: li:ed and unrealized foreign currency transactions in 1981, ening of the rate of discount on specially priced items in the -
| compared with 1980. U.S. and price irm. cases in certain foreign countries contrib- '

! The greater foreign exchange gains included in other uted to the decline in the cost ratio.
L income in 1981 were more than offset by higher foreign Marketing, distribution and administrative expenses
!- exchange losses charged to cost of goods sold and to expenses, increased $134.4 million, and also increased as a percentage of - :|
i which resulted from the remeasurement ofinventories and net sales, to 45.6% in 1980, from 43.6% in 1979. Approxi- )
i prepaid expenses at historical rates. The net effect of these fac. mately two-thirds of the increased expenditures occurred in I

i tors reduced net eamings by $36.7 million (61e per share) in Intemational, primarily to support marketing and field orera- .l
1981, compared with $20.0 million (33e per share) in 1980. tions programs. The increase as a percentage of net sales ;'

Taxes on camings decreased by $4.5 million, but the effec- resulted from the continued support of U.S. marketing and
tive income tax rate increased to 50.7% in 1981 from 48.8% in field operations programs in the face oflower sales.

; 1980.The principal cause of the increase in the effective tax Foreign currency fluctuations included in cost of goods
'

rate was higher tax rates on Intemational eamings resulting sold, marketing, distnbution and administrative expenses, and
from foreign exchange losses. other deductions-net decreased net eamings by $20.0 million

] (33e per share)in 1980, compared with $19.1 million (32e per
Discussion of 1980 and 1979 share)in 1979.
Consolidated net sales were $2.57 billion in 1980, an increase Taxes on camings increased by $L2 million, and the income

of $192 million or 8% over 1979. U.S. net sales increased $5.6 tax rate was 48.8% in 1980, compared with 48.4% in 1979. The
million to $L33 billion, and Intemational net sales increased primary cause of the increase in the tax rate was the effect of

i 18% to $1.24 billion. Net eamings decreased 1% to $242.1 mil. greater foreign exchange losses in 1980.
lion. Eamings per share were $4.02, compared with $4.06 in A discussion of the impact ofinflation on the Company fol-

: 1979. Financial results for 1980 and 1979 have been restated to I ws under "Information on inflation and Changing Prices"
reflect the adoption of FASB Statement No. 52, Foreign Cur- n p ges 35 through 38.

. rency Translation.
'

The decrease in net eamings of $L9 million (4e per share) Information on Inflation and Changing Prices
was caused principally by the following factors: Constant Dollar Data
* An increase in marketing, distribution and administrative The following consolidated summary ofeamings includes the

; . expenses as a percentage of net sales caused net eamings to annual amount of net sales and net eamings adjusted to a con-- j
decrease by $26.1 million (44e per share). stant 1981 dollar basis, using the Consumer Price Index for

'2

4 * A decrease in other income-net reduced net eamings $.5 All Urban Consumers (CPI-U). The historical cost informa-
million (1e per share). tion in the consolidated summary of eamings is based on the i

F * An increase in the income tax rate caused net eamings to application of FASB Statement No. 8 and the constant dollar
decrease by $1.7 million (3e per share), data is based on the application of FASB Statement No. S and

These decreases in net eamings of $28.3 million (48e per 33, as permitted by FASB Statement No. 52. The restated,

share) were partially offset by: amounts are referred to as constant dollar camings, since the,

2 * Higher net sales that caused net eamings to increase by intent of this method is to hold the purchasing power of the
; $18.2 million (30c per share). dollar constant for the period reported. The amounts shown

, - - -. - - . _ . . .-
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under the headmg " Adjusted for general inflation" are derived the approximate time lag between the acquisition ofinvento-
by restating cost of goods sold and depreciation expense to nes and their subsequent sale. The result is the current cost to
dollars whose purchasmg power is equivalent to the averaee replace mventories at December 31 and cost of goods sold at '

nurchasing power of the dollar for the year 1981 as measured the time of sale.
by the CP!-U. Net sales and all expenses, other than cost of The current cost of buildings that were assumed to be p
goods sold and depreciation expense, are assumed to have reproduced was estimated by applying published construction (
cccurred proportionately in relation to the changmg CP! U cost indexes to the acquisition prices of the buildings. Current
over the course of the year, and are deemed to be stated in esumated construction costs to obtain equivalent floor space [y
average 19S1 dollars in the primary financial statements, thus were used for buildings that would not be replaced in their ;;
requinng no adjustment in the constant dollar statement. prewnt configuration, and for buildings in those countries

[Cost of goods sold is adjusted by restating the histoncal cost where published construction cost indexes do not exist.
1

ofinventories at the beginning and end of the year, and ;nven- Where practicable, the current cost of equipment was esti-
tories acquired and sold dunng the year, to average 1981 dol- mated on the basis ofcurrent quoted market prices for new
lars, thereby adjusting the amounts charged to current machinery of equivalent capacity. The current cost of all other [eammgs. equipment a developed by using engineering estimates or i.

Depreciation expense is adjusted by restating the historical by applyiro mdexes that were denved from recent cost data j
cost of deprtciable assets on hand during the year to average for items of similar productive capacity. i
1981 dollars, and using the revised amountno calculate Depreciation based on the current cost of buddmgs and }
adjusted depreciation expense for the year. Depreciation equipment was estimated applying the same deprecianon i
expense mcluded in the constant dollar statement is restated methods and estimated useful lives used in prepanng the his- t
to average 1981 dollars, employing the same estimated useful toncal cost financial statements. ,
lives and depreciation methods as used in the pnmary iman-

b,ummary i
cial staten;ents. ' ;

b ent cost method measures the esnmated change in '

The ettect of the decline in purchasing power on net mone-
tary assets or liabilities is detenmned by calculanng these net specific prices, and may also assume replacement with differ-.

- ent plant and equipment than that currently m use.The usemonetary items at the begmnmg ano, end at the year, adj.usted
for the change in such items dunng tne year, in terms of aver- of this method results in an estimated current cost at plant

.

3
- 1

age 1931 dollars. and equipment, inventories, cost of goods sold and deprecia- i
. - 1tion. C,onstant dollar adjustment mdicates the ettect of the

Current Cost Data general rate of mflation, as measured by the CPI-U, on inven-
The consolidated summary of eamings aho includes the tones, cost of goods sold, plant and equipment, and deprecia- [annual amount of net sales and net earnings adjusted to a cut- tion, by restating their historical cost in terms of average cur- 1

rent cost basis.The restated amounts are referred to as current rent year dollars. Current cost differs from constant dollar
}

cost camings, since the incent of this method is to measure the adjusted amounts to the extent that the esumated changes in j,effects of changing pnces on ,mventories, property, cost of the current cost of material, labor, overhead, and plant and ,
goods sold and depreciation for the period reported. The equipment differ fror +he general rate ofintlation. J .
amounts shown under the heading " Adjusted for changes m The effect ofconst. 41ar restatement is to increase cost i
specific prices" are denved by reatanne cost of goods sold and of goods sold and deprectanon expense and, therefore, to |
depreciation expense to the current cost at the date oisale or show lower adjusted net eamings. This impact was moderated |
use. Net sales and all expenses, other than cost of gocds sold by the fact that U.S. inventories are valued on the last-in, first- |and depreciation expenw, are ascumed to be stated at current out methcd. Depreciation represents approximately M of I
cost in the primary financial 3tatements, thus requinng no total costs and expenses. 2
adjustment in the current cost statement. The effect of current cost restatement increased deprecia- I

The current cost of raw material was based on current pur- tion expense, but decreased cost c.f goods sold as a result of j
chase contracts, vendor price quotations and other published the high rates of forcien currency devaluanon expenenced jprices for the quahty, quannty and nme at which the Com- dunng 1981. Adjusted net eamings were higher than historic gpany purchases these items, or by applymg an index of rele- net earnings. During penods ofintlat on such results will be s
vant purchwe pnces to the histoncal cost of such items. expenenced only when the rate of foreign currency devaluation {'

F nished gocds current cost was estimated on the basis of exceeds the rate ofincrease m current cost of gocus sold over )
i

standaid cos.s adju<ted to reflect current matenal, labor and histonc cost of goods sold in local currency. I
overhead cosi s, as w ell as current co<t depreciation of budd. As shown m the consolidated adjusted summary of cam- I
ings and equipment. ing<, the mcome tax rate for 1981 increased from 5177 to }In the U.S., substannaily all inventones are accounted for 57E on the constant dollar basa, but decreased to 4931 on [ton a last in, first-out basis; actual cost of coods sold therefore

the current cost basis. because most countries allow tax deduc- "

generally retlects cunent costs. In other countnes, current cost nons only for histoncal costs.
of gooh sold was esnmated by adjusnna historical co<ts for
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The consolidated summary of earnings adjusted for general

3 inflation and changing prices for the year ended December 31,
6 - 1981 follows (in millions):
-o

As shown in Adjusted for Adjusted for
a the financial general changes ina

statements inflation specific prices !I (historical cost)* (constant dollar) (current cost)
.p

h Net sales . .. . $2,613.8 $2,613.8 $2,613.8 [. ...... ... .. . ... .. . .. .

k Cost of goods sold . 1,041.9 1,071.9 1,016.2 0...... . .. . . . .. . .. .. .. ...

S Marketing, distribution and administrative expenses... . .. . 1,207.3 1,217.9 1,216.4 ? )
Q interest income. . . . . . . . 49.3 49.3 49.3 '.... .... . . .... ....

3 Other income (deductions)-net.
.. .

.p22.9 22.9 ~ 22.9 - d.. .. .... . ..

p Taxes on earnings. .. .. .. .. . . .. .... . . . 225.8 225.8 225.8 1:

' Net earnings .. . . . $ 211.0 $ 170.4 $ 227.6 - 9a :

4
. .. . ... . . . .. . .

<

t'income tax rate. . .. . 51.7 % 57.0 % 49.8% ~ 1:. . . ... .. .. . ...

. Depreciation included in:

Marketing, distribution and administrative expenses. .
. ... $ 13.8 $ 21.8 $ .

. ;
Cost of goods sold. . . . .. .. ... ... . . .. 20.7 !

18.4 28.9 27.5 '. .

.|

-|
$ 32.2 $ 50.7 5 48.2

% Purchasing power gain on net monetary items . $ 6.5 $ 6.5. .

y

J Ingrease in current cost ofinventory and property held during
.the year. . .

'$ 27.9 6
. ..... .. .. .. .. .. .. .

I Effect ofincrease in general price level . . . . . . .. .. 111.4h

}- Increase in current cost under increase in the '

f, general price level .
$ : (83.5) ~

. . ..... ... ... ... . .. . .. ...

-, ' At Decem' ber 31,1981:

[ Inventories . .. . 5 '450.1'........ . . . .. ...

b Property-net of accumulated depreciation. . ... .. . 852.6

i-
3 . Based on the application of FASB Statement No. 8*

f as permitted by FASB Statement No. 52.

0

[

_
U =

h
.n

k''

k
ii !

( ,

jt I

-

M

d

/



.

i
4 .

.

$

f
x i

Selected financial data adjusted for general inflation and [ |

changing prices in average 1981 dollars (in millions, except per ;
share amounts): pj

Year ended December 31 k
1981 1980 1970 1978 1977 y

Constant dollar information- b
Net sales, $ 2,613.8 $2,336.3 $2,979.7 $ 2,909.2 $2,565.1 j'
Net earnings . 170.4 214.6 263.5 i

Earnings per share. 2.83 3.57 4.3S [ i
Purchasing power gam (loss) on net monetary items . 6.5 .3.2 (2.2) g
Net assets, December 31. 1,280.0 1,309 8 1.297.3 i|
Dividends per share . 3.00 3.26 3.44 3.55 3.31 ]Market price, December 31 29.03 35.98 46.71 68.15 70.46 Q

Average consumer price index (1967 = 100). 272.4 246.8 217.4 195.4 181.5 (
Current cost mformation: I

Net earnings . $ 2 27.6 5 230.0 $ 266.9 d,
<

Earnings per share. 3.78 3.82 4.44 ?
Increase in current cost over (under) increase in the

s

general price level . (83.5) (20.8) 12.0 p|Net assets December 31. 1,277.1 1,400.1 1,418.4 f
ij !

Note: This data is based on the applicanon of FASB Statement No. 8 and 33, j
as permitted by FASB Statement No. 52. 4

Stock Market and Dividend Data |4
Avon capital stock is listed or the New York Stock Exchange (
(symbol: AVP). At December 31,1981, there were approxi-

|
mately 34,0C0 shareholci rs of record.The price-earnings j.
ratios are based on net earnings per share in each year and the hhigh and low market pikeuhown below: $

1981 1980 5
Quarter High Low High Low

First. $39% 332 % 540 % $31% - )
Second. 42 % 37 38% 32 % '

, ,

Third . 38% 32 % 40 % 34 % |
'

Fou rth . 35 % 20% 38b 32 % : |

Price-carnmes f
ratio. 12 8 10 8 "

!

Cash Dividends Per Share - I4

Qua rter 1981 1980
;

!, !

First . $ .75 5 .70 i
f.kSecond. .75 75

Third . 75 75 i)
Fou rth . .75 .75 #

ff$3.00 $2.05

Total dividends paid; h
Amount (in nullions) $180.4 $177.5 "g
4 to net earnmgs. 829 73 <i s

_ . - _ - - - _ _ - _ - _ _ .
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Consolidated Statement of Earnings and Retained Earnings.

.Avon Products, Inc. and Subsidiaries
(in' millions, except per share amounts) . |;

| 1

-
-

,

[ Year Ended December 31
1981 1980 1979

b Net sales: i|

Un ited States. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,413.0 - $1,332.1 $1,326.5 '........

international . . . 1,200.8 1,237.0 1,051.0-...... . . ... . ... ... . ... ..

'2,613.8 2,569.1 2,377.5

Cost of goods sold 1,018.1 960.6 903.7. . . . ..... . .... .. .. ..... .... ,,

Gross profit . . 1,595.7 1,608.5 1,473.8.. .. . ....... . . . . . ..... .. .......

i Marketing, distribution and administrative expenses. . 1,199.2 1,171.1 1,036.7. . .. . u
I

396.5 437.4- 437.1
'

)- Operating profit . .. .... .... .... . . ....... ... . . .

i Interest income. 49.3 39.8- 34.3
,

.. . .... ... .. . ... . .. . .

^

'b Other income (deductions)-net . . . . (.1) (4.8) 1.7. . ... . .. ... . .

{ Earnings before taxes. . . 445.7 472.4 473.1. j. ... .. . .. . . ..

225.8 230.3 229.1 i'f Taxes on earnings . . . . . . .. .. .. . . . ...

s

; Net earnings. .. 219.9 242.1- 244.0- :.. . . . . .. ... . . . .

.

Cash dividends . .. .. . . . 180.4 177.5 164.'6 . h|
t ;

Addition to retained earnings. . . 39.5 64.6 79.4- )
1

.... . . ...

''
Retained earnings, January 1. . . .. .. ... . .. . 823.8 759.2 679.8- {;-

e . . , i

Retained earnings, December 31. . . . . . . .. ... . $ 863.3 $ 823.8 $ 759.2 ' a |

' wI
I
-

|Per share of capital stock: :
n :

1 Net earnings $3.66 $4.02 ' $4.06
-[)

. ... .... . .. ... . .. .. . ..

,

i Cash dividends . . . 3.00 2.95- 2.75 .a:.. .. .... .. . ..

b |
|

60.15 60.15 60.14 )[ Average shares outstanding . . . .. ... .... . . ..
,

f|+

I|
t || |

!>
' |; |

Lt,
'

l.
!i

-

.

( - The accompanying notes are an integral part of these statements.
'
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! . Consolidated Statement of Financial Condition
-

|

. Avon Products, Inc. and Subsidiaries |

(in millions ofdollars) ;
t

:
e

December 31 2.
1981 1980 m

i;

Assets -O i

-|7
'

\!Current assees b: i
Cash. y

$ 19.0 $ 25.7 S
.. . . . . ... . ... . . . . .. .. .

"
Short. term investments . 238.8 282.7!_ |

.. . . ... . .... ... . ......

Accounts receivable (less allowance for doubtful accounts |
n

c
of $14.7 and $13.3). 216.4 240.3d i

.. .. . .. .... .. . .. . .. ..

Inventories a
Finished goods . c

195.8 178.1 4..
. . . .... .. . .. .

Raw material . . x
. i

\

196.0 202.2 $ !
. ..... . .. .. . .. ..

391.8 380.3 u_
Prepaid expenses. . . . . . .. . . 122.0 120.3 i ,

Total current assets. ,: .

988.0 1,049.3 f i
. . . . . . . .. . ..

:c . {-

I
:;
c

h

Property 4

Land.
. . . ... ..

_

41.9 39.1
.. .. .

Buildings. 315.9 295.8 j
.

.. .. . . .

Equipment and improvements . . .
. .... . .. . . . ... . 299.2 277.6 f i

Construction in progress . x
76.4 76.6 y

. .. . .... ....... ... ....... ..... '

733.4 . 689.1 ma
-

Less accumulated depreciation .
3209.8 3,215.1-.. . ... .... .. ... . . ....

c s
518.3 479.3 3

Prepaid U.S. retirement plan expense. . 36.0 29.6 h. . . .. ... ... .. ..... ... .

Deferred charges. 25.5 24.9 r i
. . . . . . ... .... . .. .... . ..

4 ,

$ 1,567.8 $1,583.1 3 .

p ,

.

+
~

s ,|
The accompanying notes are an integral part of these statements. II

a
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F December 31
i 1981 1980 ., ;

..

?' Liabilities and Shareholders' Equity

$ Currentliabilities j.
c-

[ Note s pa yable. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 49.3 $ 36.6.... ...... ,,, .. . ..

Accounts payable . . . 115.3 113.5........ ... . . ........ . ...... ........ ........ .
s

(k ~
Accrued expenses . . . . . . . . . . . . . . . . . . . . . . . . . 93.0 87.7.. ..... ..........................

34.1 35.4Accrued compensation . . . . . . . . . . . . . . . . ....... .......... . ....... . . . . . . .
,
,

i Retail sales and ot her taxes : . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 89.1 107.6

j> Ta xes on ea rnin gs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 146.6 173.1
,

527.4 553.9 -
i[- Total current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ... . .. .. .. .......

?
r..3

t
a

4.8 2.6Long. term debt . . . .. . ...... ......... ..... .... .. . ... . .v
'e

41.3 45.7Foreign employee benefit plans . ...... .... ..... . ........ . ... .. ....
s

|{' Other liabilities. . . . 5.9 4.2 k:........... . ... ......... .,... ..... .... .. ..

h Deferred income taxes. . . . . . . . . . . . . . . . . . . . . . . 55.4 48.4.. . . ..... .... ...

,

-

r

g Shareholders' equity

I Capital stock, par value $.50
* Authorized 80,000,000 shares
F'
,- Outstanding 60,156,135 and 60,153,045 s h a re s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30.1' 30.1

P Ca pi tal surplus . . . . . . . . . . . . . . . . . .'. . . . . . . . . . . 59.3 59.2
.

.... .......... .. ..... .....
w

" Adjustment--foreign currency translation.:. .
, , .

3.. (19.7) | ~
15.2 '; .

,v , m . ,. . . , c
.

~ .

y
,.

'
.

. .... .... .............. ....... .

l.[ Retained earnirigs. .. . . ' 863.3 823.8'

933.0- 928.3

$ 1,567.8 $1,.583.1
,

)
%' ,

- )i
A
b
Fi

b
B , ..
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Consolidated Statement of Changes in Financial Position
-Avon Products, Inc. and Subsidiaries
(in millions)

Year Ended December 31
1981 1980 1979 ,

'

Sources of working capital
'Net earnings. $219.9 $242.1 $244.0. . .

Add :

Depreciation . . . . . . 31.5 27.8 23.8 j,

Deferred income taxes . 7.0 23.4 10.3 i
'

Working capital provided from operations . . . . 258.4 293.3 278.1

Increase in long. term debt . . 2.2 (1.5) (1.3) ,

Disposals of property. . . . 11.4 6.7 2.7 i,

Sales of capital stock under option. . .1 .2 4 ;

272.1 298.7 279.9 j
i i
i
i
t

Uses of working capital 1
1

Cash dividends . 180.4 177.5 164.6 1. . .

Additions to property . . . 114.2 117.7 116.3 i
i

Additions to prepaid U.S. retirement plan expense and deferred j
charges. . 7.0 9.7 13.7 [.

Decrease in other liabilities . 2.7 (2.1) (8.0) i. . .

Effect of foreign currency translation adjustments on working capital 2.6 6.2 (6.0) .

306.9 309.0 280.6
,

Decrease in working capital . $ (34.8) $ (10.3) $ (.7) p
i

5y
g
'[#

Changes in components of working capital j
Cash and short-term investments . $ (50.6) $ 1.5 $ (35.2)
Accounts receivable. . . . (23.9) 26.9 25.1

inventories. 11.5 14.2 11.2. . .

Prepaid expenses. 1.7 27.2 18.3 f.

#
Notes payable. (12.7) 21.4 (13.5). 4

Accounts payable and accrued expenses. (5.8) (39.0) 1.5

Accrued taxes .. 45.0 (62.5) (8.1) (
Decrease in working capital . $ (34.8) $ (10.3) $ (.7) 'l

.

a

..]
a-
M
: ..
a

The accompanying notes are an integral part of these statements. EI!
2
h
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. Notes to Consolidated Financial Statements
~

t

Accounting Policies inclusion would not reduce camings per share for any of the
ye rs pr sented.

Principles of consolidation-All subsidiaries are
consolidated. Taxes on Earnings

Short-term investments-Short-term investments are stated The Company has provided for U.S. and foreign income taxes
at cost plus accrued interest, which approximates market (after givmg eEect to available tax planning attematives and
value. foreign tax credits) on earnings of subsidiaries that have been

remitted, that are available for remittance, or that are not
Inventories-Inventories are stated at cost, not in excess of intended to be invested in foreign operations. The balance of
market. Cost is determined on a last-in, first-out basis for sub- unremitted eamings of foreign subsidiaries that are restricted
stantially all U.S. inventories, and on a first-in, first-out basis or required for current or future operations approximated
for all other inventories. $250 million at December 31,1981.

An analysis of taxes on camings and camings before taxes
Property and depreciation-Property is recorded at cost. follows (in millions):
Depreciation over the estimated usefullives of the property in Year Ended December 31

: the United States and Canada is determined principally on 1981 1980 1979
declining-balance methods for property acquired prior to Jan- Taxes on camings:
uary 1,1977, and on the straight-line basis for property Federal:
acquired subsequently. In other countries depreciation is Cu rrent . $ 123.6 $128.5 $137.8
determined on the straight-line basis. Deferred . 8.3 6.7 8.7

131.9 135.2 146.5
Stock options-Proceeds from the sale of capital stock issued
pursuant to stock option plans are credited to capital stock to
the extent of par value, and to capital surplus for the excess of r[nt . 78.6 63.8 62.9
the option price over par value. Any corporate tax benefits

. .

Deferred . (1.3) 16.7 1.6
resulting from stock option plans are credited to capital
surplus. 77.3 80.5 64.5

State and other. 16.6 14.6 18.1 -

Taxes on earnings-Taxes on camings are adjusted for $225.8 $230.3 $229.1
deferred income taxes where there are differences between the
years in which transactions affect taxable income and the years Earnings before taxes:
in which they affect net eamings. United States . . . $287.0 $274.6 $313.0'

-

Taxes on camings are reduced by investment tax credits in Foreign . 158.7 197.8 160.1
l - the year in which the related assets are placed in service. These $445.7 $472.4 $473.1

( credits were not material in any of the years presented.

Differences between the consolidated income tax rate and the !

Deferred income taxes-These include the effects of timing statutory federal income tax rate are as follows: 1

t differences related to noncurrent items, including depreciation i
and capitalized interest. Year Ended December 31 I

i The net deferred income tax benefit associated with certain 1981 1980 1979

,

current items is included in prepaid expenses. Statutory federal income tax
'

rate. 46.0% 46.0% 46.0 %
: Retirement plans-Avon Products, Inc. and several subsid' State and localincome taxes,
3 taries maintain noncontributory retirement plans for sub- net of federal income tax

stantially all their employees. The annual provisions under benefit. 2.0 1J 2.0
"

f these plans, as determined by independent actuaries using Effect of remeasuring foreign
i accepted actuarial methods, provide for current service cost

cuirency statements . 3.3 1.8 1.7
; and straight-line amorti:ation of prior service liability pri- Foreign income taxes and all
; marily over a thirty-year period. All plans are funded on a cur' other. (.6) ( 7) (1.3).

rent basis except where funding is not required.
Consolidated income tax rate. 50.7% 48.8% 48.4 %

Earnings per share-Eamings per share of capital stock are
__

based on the average number of shares outstanding dunng Net current deferred income tax
each year. Shares issuable on the exercise of stock options are benefit included in prepaid
Weluded fmm the average number of shares because their expenses (in millions).. . $ 10.4 $ 19.2 $13.8

_ _ _ _ _ _ _ _ _ _ - _ _ _ _ _ _ _ . _ _ _ _
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Industry Segment Data

The Company's business is pnmarily comprised of two indus- Interest income and other income (deductions)-net, which ~

try segments, the production and sale of cosmetics, fragrances are included in earnings before taxes, are excluded from oper- )
and toiletries and of fashion jewelry and accessories. Opera- ating profit. 't

tions are conducted in the United States, Europe, Latin The identifiable assets ofindustry segments and geographic
. . * .

America and other parts of the world. areas are those assets used in the Company's operations in
Operating profit consists of total revenues less cost of goods each segment and area. General corporate asse; .: short- "

sold and marketing, distribution and administrative expenses. term investments. i
. - . -

'
Year Ended December 31

(in millions)
_

Net Operating Identifiable Depreciation Additions .|
Sales Profit Assets Expense To Property S

Industry Segments
1981.

Cosmetics, fragrances and toiletries. $2,039.8 $306.2 $ 1,012.6 $26.7 $ 95.4 i
Fashion jewelry and accessories 383.8 79.7 193.4 3.7 14.4 ,

All other . 190.2 17.1 123.0 1.1 4.4 g
General corporate . .0 (6.5) 233.8 .0 .0

Consolidated . $2,613.8 $396.5 $ 1,567.8 $31.5 $ 114.2 2
1980 i
Cosmetics, fragrances and toiletries. $ 1,983.3 $ 339.0 $ 1,010.2 $ 23.2 $ 91.8 I
Fashion jewelry and accessories . 425.2 95.7 191.7 3.8 19.2 3
All other . 160.6 7.8 98.5 .8 6.7

;
,

General corporate . . .0 (5.1) 282.7 .0 .0 f

Consolidated . $ 2,569.1 3 437.4 $ 1,583.1 5 27.8 $ 117.7 . c.
.?

..y 1979 9
Cosmetics, fragrances and toiletries. $ 1,847.0 $ 321.6 $ 869.1 $ 19.7 $ 93.0

'

Fashion jewelry and accessories 399.2 108.0 175.0 3.1 21.5 i
All other . 131.3 11.0 100.7 1.0 1.8 3

.0fGeneral corporate . .0 (3.5) 272.2 .0

Consolidated . $ 2,377.5 5 437.1 5 1,417.0 $ 23.8 $ 116.3 .

,

-

.

|

I
. .

l-

1

1 -
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Year Ended December 31,
-

) (in millions)
'

Net Operating Identifiable Depreciation Additions
Sales Profit Assets Expense To Property

} ;

- Geographic Areas
1981

United States . $ 1,440.5 $246.3 $ 702.6 $14.9 $ 63.5.. . . ........ .

.

Europe. ... . 441.1 45.7 227.7 7.9 12.6.. . .. . . .

Latin America . . . 482.2 71.0 259.9 5.6 27.6.. . . . . .

All other foreign . . . .. . . . 327.5 48.1 138.8 3.1 10.5 :

Total International . . 1,250.8 164.8 626.4 16.6 50.7 . - ;
. ..

General corporate . .0 (6.5) 238.8 .0 .0.. . .. . ..

Eliminations . . . (77.5) (8.1) .0 .0 .0. .

Consolidated . $2.613.8 $396.5 $ 1,567.8 $31.5 $114.2. .. . ..

1980

United States . .. . .. .. . $ 1,360.8 $ 245.5 5 592.3 $ 12.8 5 56.4 -

Europe. 528.1 64.1 294.0 7.5 33.0. . . . . ..

Latm America 456.1 102.0 272.8 4.7 24.1. .. . .. . . . ,

All other foreign . . . . 274.1 36.0 141.3 2.8 4.2

Total International . 1,258.3 202.1 708.1 15.0 61.3.. .

General corporate . . . . .0 (5.1) 282.7 .0 .0 '.. .. . . .

Eliminations . (50.0) (5.1) .0 .0 .0. . .. ... . ..
y

Consolidated . $ 2.569.1 $ 437.4 $ 1,583.1 $ 27.8 $ 117.7. . .. . .

1979

United States . $ 1,352.3 $ 282.3 $ 526.9 $ 12.3 $ 45.4.. .. .. .

.

Europe . . . . . . . .. .. .. . .. . 461.7 62.4 273.6 5.2 40.1
Latin America 367.4 71.3 227.9 3.6 23.2-. . .. . . ...

,

All other foreign . 238.1 30.3 116.4 2.7 7.6-. . .. . ... .

Total International . . .. . 1.067.2 164.0 617.9 11.5 70.9

General corporate . . . . . .0 (3.5) 272.2 .0 .0 ... . . .
,

Eliminations . . . . . . . . . .. (42.0) (5.7) .0 .0 .0

Consolidated . $ 2,377.5 5 437.1 $ 1,417.0 $ 23.8 $ 116.3 :. . . .. ... . .,

:

i

0
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Accounting Change An analysis of adjustment-foreign currency translation (in
. the shareholders' equity section of the statement of financial

During 1981, the Company adopted Statement of Financial
condition) for the three years ended December 31,1981 fol-

Accounnng Standards No. >2 which established a new
lows (in millions):methad of accounting for foreign currency translation. Eman-

cial statements for 1980 and 1979 have been restated to reflect
1981 1960 1979the adopnon. The effect of the adoption on results for the

three years ended December 31,1981 follows (in millions. Adjustment-f reign currency
translanon:except per share amounts):
Balance, January 1. $ 15.2 $18.0 $11.6

FASB Statement Translanon adjustments (34.9) (2.5) 6.4 jj
No 52 No. 8 Balance, December 31 $(19.7) $15.2 $18.0 .|

1981

Earnings before taxes. $445.7 5436.8 Short-Term Investments
Net earninn 219.9 211.0 Short-term investments consisted primarily of time depostts
Earnings per share. 3.66 3.51

and commercial paper.
,

19M0 !|

Earnines before taxes . $472.4 $472.3
Net earnings 242.1 241.3 >I
Earnings per share . 4 02 4.01

1470 -i

Earnines before taxes . $473.1 5450.2
Net earnings 244.0 250.7
Earnmes per share . 4.C6 4.17

Effect of Foreign Exchange Fluctuations

Net earnings were unfavorably affected by foreign exchange
.

fluctuations, as follows (in millions): ']
Year Ended December 31 '

1981 10S0 1079

Forcien exchance gams If
(losses)-net: h

Remeasurement of foreign currency {
st atements into U.S. dollars, and p
reali:ed .mJ unrealizeJ foreign g:-

currency transactions. $ 10.2 i .3 5 4.2 J

Remeasurement of certain items. 1,;
prmcipally inventories at histort.

.,

cal rates. (46.9) ( 20.3 ) ( 2 3. 3) k
|- a

5(36.7) $< 20.C) $(14.1) Tj-
.p

'D
dt .
7p

Detail hv country: 7.g.
Bra:il, 5(19.6) it 15 3) $( l 5.M 3.
Argentina (15.6) (2.0) H 5) [:

jgAll ot her-net. (1.5) (1.3) 12

5(36.7) i(202) $( 14.1 ) ?. g-
-- -_ . - - .

>

+,

. . .
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Lines of Credit For the three years ended December 31,1981, increases in

Unused lines or. credit at December 31,1981 approximated
capital stock and capital surplus were attributable to senck

$385 million. Of this amount, $85 million is related to inter ~ issued pursuant to the 1970 Smck Option Incentive Plan as ,

follows (in million-):national operations, and consisted almost entirely of overdraft
facilities. These lines of credit involved no material compen- ~ '

1981 1980 1979sating balances or commitment fees.The remaining $300 mil-
lion was obtained to provide the funds for the purchase of Capital stock: $ .o 5 .0 $ .0.. . . . .. . . .

Mallinckrodt, Inc. common stock described in the Proposed .

Merger note of" Notes to Consolidated Financial Statements" Capital surplus:
A commitment fee of %% per year is payable on the unused Options exercised . . . $ .1 $ .1 $ .3... ... ... .

portion of the commitment. Corporate tax benefit arising from the
,

exercise of stock options. . .0 .1 .1
Long-Term Debt

$ .1 $ .2 $ .4 -
Notes payable of M.8 and $2.6 million at December 31,1981 '

and 1980, respectively, were obligations of domestic and for- Retirement Plans
eign subsidiaries payable to 1994. The notes of foreign subsidi-
aries were payable in local currency. Accumulated plan benefits and plan net asxts for the Com-

pany's U.S. defined benefit retirement plans at January 1,are
~ Capital Changes presented below (in millions):

Stock option transactions are summari:ed below:
1981 1980'-

Shares Shares Present value of accumulated plan benefits:

available under option Vested . $111.2 $110.8. . ..

for option Shares Pnce Nonvested . 26A 34.0, . .

knuary 1,1980. 378,950 823,645 $29-$60 $137.6 $144.8
Granted . (817,770) 817,770 40. .

Exercised . 0 (4,800) 29 Net assets available for benefits. . $209.9 $151.6.
,

Cancelled. 731.100 (731,100) 29-60 The estimated rate of return used to determine the present :

,
December 31,1980 . 292,280 905,515 29-60 value of accumulated plan benefits was 9.0% and 7.5% for 1981,

Granted . . (201,500) 201,500 38 and 1980, respectively.. . ..

Exercised . 0 (3,090) 29-40 The Company's foreign retirement plans are not required '
.

Cancelled. 32,550 (32,550) 38-60 to report pursuant to the Employee Retirement income -.

December 31,1981. 123,330 1,071.375 $29-!60 Security Act of 1974. They do not dete-mine the actuarial
.

value of accumulated benefits or net assets available for bin- ;

All options were granted at market value on the dates of efits as calculated and disclosed for U.S. plans.

grant. Retirement plan expense was $25.3, $27.2 and $24.6 million ;

The 1970 Stock Option incentive Plan permits the granting in 1981,1980 and 1979, respectively. -
of Srcrk appreciation rights to optionees. Such rights, as
granted, permit the optionees to receive cash and/or stock
equal to any excess of the market value over the exercise price. '

LThe aggregate difference between the exercise price and the
'

market price is charged to net earnings as compensation
expenscs. The number of shares covered by options is reduced
by the number of rights exercised.

.

i

w .. _ m.._ _. _ . - ._ -_ . . , - .
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Under the merger agreement, the remaining shares of l
'

Commitments hiallinckrodt common stock outstanding will be exchanged
Vanous construction prcerams were in proutess at December for a maximum of 12,895,794 shares of Avon capital stock at
31,1931, with an estimated addinonal cost to complete ot $80 an exchange rate not to exceed 1.667 or less than 1.429 shares f,

-
of Avon capital stock for each share of Mallinckrodt common""Ni "-

The Company leases office space in New York City for its stock. This exchange is subject to the approval of the share-
execunve and administrative offices, and in London, England holders of both companies at special meetings of shareholders

for its European Marketme Center, under operanng leases that to be held on Starch 8,1982. The transaction will be
expire m 1997 and 1982 to 2000, respecnvely. Other real prop- accounted for as a purchase. Mallinckrodt reported net sales of
erty is leased under operanng leases expinng from 1082 t $494.4 mdlion and net earnings of $39.7 mdlion in the year

2036' ended December 31,198L
The Company leases automobdes and other equipment

under operating leases that expire dunng the next five vears. Supplemental Information
The minimum annual rental or real property is subject t (in mdlions)

escalanon for increases in taxes, utdines and maintenance Year ended December 31

labor. Personal property rentals are subject to escalation based 193j 1g30 197o

-
Deprecianon . $ 31.5 5 27.8 $ 23.8" " "

Rent expense was n8.9, $53t and 546.0 million in 1981, Research and development
.

3g,9 3g g 34.919H0 and 1979, respectivety.
Long-term lease obhgations, all at which are operating Advertismg expense . 3 0. .,. 3 u_ - 44.0

,

leases, at December 31,1981 consisted at (in mdlions): Provismn for doubtful accounts . 34.7 32.0 26.8
.

Rep.urs and maintenance
Minimum rental 26.2 23.9 22.8

Penni for the renod ex pense.

1982 $ 38.0 Taxes other than on earnings:

1053. 33.4 Payroll taxes . $ 67.3 $ 70.3 $ 61.6

1%4 27.1 Other . 17.9 17.4 15.5

I 35- 18 5 85.2 87.7 77.1

1086. 18.2 Taxes on canungs . 225.8 230.3 220.1

186.3Beyond 1986. Total taxes . $311.0 $ 318.0 $306.2

$_3. 2 2.9-

Interest expense:

incurred . $ 16.8 5 12.3 $ 10.8
Proposed Nferger

_( -11.0) (0.9)Capitah:ed. (13.2)
: On December 15,1981, Avon Product.s, Inc. and S pensed. $ 16 5 W > S.

Mallinckrodt, Inc. announced the signing of a merger agree-
ment under which Mallinckrcxit wdl hecome a wholly owned Excess of current costJ

1 subsidiary of Avon. L. der the agreement Avon purchased over the stated value of.
-

n-

-
- -

approximately 49 6 of the outstandme s, nares or..Mallincknxit LIFO inventones. $ 32.4 5 32.5 $ 17.2
common stock at a pnce of $50 per share, dunne Januarv;

| 1982.
The funds required to purchase the shares totaled approxi-i

i matelv $367 million. Of this amount $30] mdlion was
j obtained under a revolving credit agreement from a group of

i
! banks, and the remainder was provided from Avon's cash and

|
i

<hort-term deposits. '

4

'

p
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Management's Responsibility for Report of Independent Certified Public Accountants -
Financial Reporting

Management is responsible for all the information and repre- To the Shareholders and Board of Directors of
sentations contained in the annual report, including the Avon Products,Inc.
fmancial statements, which are prepared in accordance with
generally accepted accounting principles. Some elements in We have examined the consolidated statement of financial
the statements are based on management's estimates and condition of Avon Products, Inc. and subsidiaries as of
informed judgments. December 31,1981 and 1980 and the related consolidated

The Company maintains systems ofintemal controls to statements of earnings and retained earnings and of changes
. provide reasonable assurance that its financial records are in financial position for each of the three years in the period
reliable for the purpose of preparing the financial statements, ended December 31,1981. Our examinations were made in
that its assets are adequately protected, and that there is accordance with generally accepted auditing standards and,

- proper authorization and accounting for all transactions. The accordingly, included such tests of the accounting records
internal control system is supported by written policies and and such other auditing procedures as we considered neces-
procedures, by the careful selection and training of qualified sary in the circumstances.
personnel, and by an extensive internal auditing program. In our opinion, the fmancial statements identified above3

The Company's financial statements have been examined present fairly the consolidated financial position of Avon
by Main Hurdman, independent public accountants, as Products, Inc. and subsidiaries at December 31,1981 and
stated in their report. Their examination was made in 1980and the consolidated results of their operations and the
accordance with generally accepted auditing standards, and changes in their financial position for each of the three years
included a review and evaluation of intemal controls. in the period ended December 31,1981,in conformity with

The Audit Committee of the Board of Directors, com- generally accepted accounting principles, applied on a consis '
posed solely of outside Directors, is responsible for review- tent basis after giving retroactive effect to the change, with
ing and monitoring the quality of the Company's accounting which we concur,in the method of accounting for foreign
and auditing practices. The Committee meets several times currency translation as described in the Accounting Change .
each year with management, the intemal auditors, and the note of notes to the consolidated financial statements.
independent public accountants. The independent public
accountants and the Director-Intemal Auditing have com- [Qplete access to management and to the Audit Committee,

| and meet with both to discuss their audit activities, the inter- New York, New York
j nal controls, and financial reporting matters. February 2,1982
L
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' Ten Year Review
.Avon Products, Inc. and Subsidiaries
' (in millions of dollars, except per share amounts)

1981 1980

Net sales: !

$ 1,413.0 $1,332.1 1United States. . .. . . .. .. . ..

International. 1,200.8 1,237.0. .. .. . . . .

2,613.8 2,569.1

Cost of goods sold 1,018.1 960.6.... . . .

Gross profit 1,595.7 1,608.5. . . . .. .. . ... .

Marketing, distribution and administrative expenses. .. 1,199.2 1,171.1. . .

. . . . 396.5 437.4Operating profit .

49.3 39.8Interest income . . . . . .

Other income (deductions)-net . (.1) (4.8). . .

Earnings before taxes . 445.7 472.4. . . . . .

Taxes on earnings . . 225.8 230.3

Net earnings. $ 219.9 $ 242.1. . .

Per share of stock:

Net earnings $3.66 $4.02. .

Cash dividends . 3.00 2.95. . . . . ... .

Average shares outstanding (in millions) . 60.15 60.15

% to net sales:

Earnings before taxes . . . . .. . 17.1% 18.4 %

Net earnings . 8.4 9.4..

Working capital. $ 460.6 $ 495.4. . . . .

Current ratio. . 1.87 1.89. . ..

Property-net . .. . 518.3 479.3

Capital expenditures . ' 114.2 117.7... . .

1,567.8 1,583.1 |Total assets. . .

Long-term debt . . . 4.8 2.6

Shareholders' equity . 933.0 928.3. . . . .

Numberof employees: |

United States. 15,300 15,300.. .. .

International. . 18,400 19,000.. ... . . . . . . . . .

33,700 34,300

Note: Amounts for 1950 and 1979 have been restated to
reflect the adoption of FASB Statement No. 52, Foreign
Currency Translation, as described in Notes to Consoli.
dated Financial Statements under Accounting Change. I

_ _ . _ -
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1979 1978 1977 1976 1975 1974 1973 1972

$1,326.5 $1,233.0 $1,019.4 $ 865.1 $ 750.7 $ 758.1 5 723.6 $ 663.8
fj; 1,051.0 853.3 689.3 617.1 585.9 537.4 462.0 370.0

2,377.5 2,086.3 1,708.7 1,482.2 1,336.6 1,295.5 1,185.6 1,033.8
. - 903.7 759.1 619.7 544.4 495.6 519.0 433.7 372.1

'

i' 1,473.8 1,327.2 1,089.0 937.8 841.0 776.5 751.9- 661.7
1,036.7 880.4 718.8 617.1 569.1 540.2 485.1 406.5 -

437.1- 446.8 370.2 320.7 271.9 236.3 266.8 255.2
34.3 29.9 22.0 20.3 12.5 11.1 10.8 5.7

i 1.7 (8.5) (2.5) 5.0 1.9 (4.5) (6.6) (3.3)
h 473.1 468.2 389.7 346.0 286.3 242.9 271.0 257.6
$ 229.1 234.6 194.2 174.6 144.9 129.2 133.7 131.4

$ 244.0 $ 233.6 $ 195.5 $ 171.4 $ 141.4 $ 113.7 $ 137.3 $ 126.2
-

$4.06 $3.89 $3.26 $2.86 $2.36 $1.90 $2.29 $2.11
2.75 2.55 2.20 1.80 1.51 1.48 1.40 1.35 |

60,14 60.11 60.02 59.99 59.95 59.93 59.90 59.85

|
p 19.9% 22.4% 22.8% 23.3 % 21.4% 18.7 % 22.9 % 24.9 %

I 10.3 11.2 11.4 11.6 10.6 8.8 11.6 12.2
i
!

| $ 505.7 $ 507.9 $ 475.3 $ 418.9 5 360.0 $ 314.0 $ 294.0 $ 246.0:
! 2.07 2.13 2.37 2.38 2.42 2.32 2.30 2.35

392.6 292.0 242.4 231.8 225.2 218.9 215.6 196.5

116.3 75.6 35.2 27.6 24.0 20.3 34.4 34.2
1,417.0 1,282.4 1,082.0 966.7 847.8 780.9 742.9 629.4-

4.1 5.4 7.5 9.4 11.6 23.1 24.3 31.2
-

866.3 770.7 682.4 614.7 547.8 493.6 466.6 398.9
(
t
b 1
)

[ 16,200 15,200 13,000 12,400 11,700 12,900 13,100 12,200

[
18,100 17,300 15,200 15,200 14,200 14,900 15,000 13,800

t 34,300 32,500 28,200 27,600 25,900 27,800 28,100 26,000
$
r .

|

|
,

!
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R. Manning Brown,Jr.' David W. Mitchell Cecily Cannan Selby

Retired;former Chairman of the Board Chairman of the Board Corporate Director and Educational

New York Life insurance Company and Chief Executive Officer Consuhant

I William R. Chaney Emil Mosbacher, Jr.' Hicks B. Waldron
Real Estate Investor and independent President and Chief Executive Otficer

President Heublem inc.Oil and Gas Producer
Hays Clark iManufacturer of spirits, wmes and

Reures former Merlin E. Nelson grocery products; operator and
'

- Executive Vice Prcsident
Vice Chairman. AMF Incorporated franchisor of quick service restaurants)
(Leisure time and Kendrick R. Wilson, Jr.'- W. V.an Alan Clark, Jr.' industrial products)

Chairman of the Board Retired; former Chairman of the Board

[. TSC (formerly Sippican) Corporation James R. Itterson' Avco Corporation,

(Engmeeting consuhing) President and Chief Executive Officer (Diversified fmancial services
The Parker Pen Company and manufacturmg)

Charles S. Locke' [Wntmg instruments and temporary
Chairman of the Board manpower services)
and Chief Executive Otficer
MortonNorwich Products. Inc. James E. Preston
(Manufacturer of salt, pharmaceuncals, Executive Vice President

household products and specialty chemicals) Ernesta G. Procope'
-i President

E.G. Bowman Co.. Inc.

, M;- . (Insurance brokerage) war commina memiwr

e
; Officers

,2}
+

$ |
b

~

uy
.

g ?

6

$ David W. Mitchell Helmuth R. Fandi Frederick L. Penichet -

N Chairman of the Board and Vice President and Treasurer Barbara M. Pesin - ,

J. Kenneth Richter |O Chief Executive Officer
Jules Zimmerman Donald B. Smith

3

f William R. Chaney Vice President and Controller Andrew J. Sventy
R President John L. Tefit ;

Vice Presidents Creed R. Terry
James E. Preston David D. Lhery

- '

Executive vice President Anne D. Berkelman William H. Willett
' Ronald B. Clark Ronald C. Wolfe

Edmund W Pugh, Jr. Louis V. Consiglio Hans R. Zimmer
- Senior Vice President-Fmance Alan J. Damels

. IHarry L. Davis Independent Accountants
S. Arnold Zimmerman Richard W. Flatow,

Main Hurdman i
i Sernor Vice President. General L,ounsel Michael S. Greenly

55 East 52nd Street |

/ and Secretary Howard T. Johnson New York, N.Y.1005) -
Seymour M. Kent {

Group Vice Prendents William E King Transfer Agent and Registrar
j Joseph C. Kleinhen: Mor an Guaranty Trust Co.
E Raymond A. Baliatico W. Thomas Knight 30 West Broadway

J. Frank Casey John P. Lausten New York, N.Y.10015Phyllis B. Davis Jeffrey J. Leon
' p' Philip B. Evans Wallace E. Lidster

Robert H. Hansen Margro R. Long
Manoel A. E Lima Robert R. McMillan
Paul B. Markovits Alvin D. Moddelmog
Norman K. McDowell Timothy J. Musios

. Donald S. Moss Alan M. Newton
L. Robert Pfund Stuari A. Ochiltree - .|% 3,,,,u w .,,,,
E. Peter Rai, beck Rainer E Paul % e,# m.m am %-o e>"" ~, .'4- _w -
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