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CEO and Chairman’s Statement

ust over a year ago, P&G shifted from a narrow focus
]on environmental quality to the more holistic concept of
sustainable development — the integration of environment,
social equity and economic development. We see
sustainable development, or sustainability, as closely
aligned with our Company’s Statement of Purpose, to
“...provide products and services of superior quality and
value that improve the lives of the world’s consumers.”

With a year’s experience now behind us, we remain firmly
committed to that opportunity to improve lives now and in
the future.

While we are still learning how sustainability becomes
integral to our business, this past year has seen several
meaningful milestones on this journey, both in our

products and in our policies and management systems.

Last fall, we market tested a new drink product that was
developed jointly with UNICEF. It has the potential to
significantly address the problem of micronutrient deficiency,
which results in blindness for 2.8 million children, a 10 to
15 percent decrease in 1Q, birth defects, stillbirths,
congenital deafness, and increased risk of both maternal
and fetal morbidity and mortality. We will continue to
learn how to best bring innovations such as this to market
this fiscal year.

A new product with the potential to significantly reduce
food-borne disease and contamination is Fit, a fruit and
vegetable rinse that removes 98 percent more residue and
wax than just water. In 1999, we saw acquisition of the
PuR water filtration business, which holds great potential
for the availability worldwide of clean drinking water. In
2000, we received regulatory approval in both Europe and
the United States for Actonel, a prescription drug for the
treatment and prevention of postmenopausal osteoporosis.

This past year, we completed a major review of our
corporate policies and have taken several steps to assure
our policies are totally aligned with our core values. These
policies are published in a booklet, P&G - Our Values and
Code of Conduct, that is available on our web site
(www.pg.com). In 1999, we were among the first
supporters of the Global Sullivan Principles on corporate
social responsibility. We are committed to their success in
creating a better quality of life for the world’s citizens.

Fiscal 1999/2000 was a difficult year for the
Company and for our many employees around the
world. Earnings came in below the goals we had
originally established and believed we could achieve,
and our stock suffered. In our drive to meet changes
in the marketplace — globalization, the Internet,
consolidation among retailers — we tried to do too
much too fast. We now have a strong plan to
re-establish the balance between top-line revenue
growth and bottom-line earnings growth.

We are confident about P&G’s future because the

underlying strength of our Company remains solid.

= We have a long history of “doing what is right.” In
March 2000, Business Ethics magazine ranked P&G
among the top five in its 100 Best Corporate Citizens list.

= Qur top brands command more than a fourth of their
markets; we have global leadership in seven product
categories; and we have a steady stream of new
innovations to build our future.

= P&G people have a passion for winning and leading
innovation, and that passion is our greatest strength.

We look forward to the future — for the world’s consumers,
for our employees and retirees, and for the communities in
which we live and work.

A. G. Lafley
President and Chief Executive

John E. Pepper
Chairman of the Board
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VISion

Sustainability...

hen the concept of sustainable development

was first unveiled in 1987, it was a radical idea
— that environment and development are synergistic to
each other, creating the wealth necessary to address
social equity issues of poverty and disease that plagued,
and still plague, much of the developing world.

Since then, sustainable development has dominated
global public policy discussions, but the discussions have
been dominated by HOW things are done — environmental
management systems, ISO 14001, codes of conduct and
stewardship, Total Quality, waste elimination,
transparency and reporting, audits and verifications.
Further, the focus on HOW we do things has limited the
economic benefit discussion for business to a bottom-line
issue — cost avoidance and reduction.

HOW we do our business is, and always will be,
important to us. P&G has always conducted its business
with integrity. We have long been leaders in employee
benefits, workplace safety, environmental management
of our operations, ethical business practices and
involvement in our communities. Designing waste out
of our products and processes has saved us more than
$505 million in the past six years.

As we explore the role of sustainability in P&G'’s future
top line, we are also furthering our focus on WHAT we
do — our products, services and the way we bring them
to market. This ensures we address consumer needs and
aspirations in more innovative ways, developing entirely
new products and services, selling to new consumers,
and creating new markets.

We are focusing on several initial steps:

= Embracing a more aspirational definition of
sustainability to stimulate innovation. Sustainability
“is about ensuring a better quality of life for
everyone, now and for generations to come.”

= Focusing sustainability-driven innovation on the two
areas where P&G can contribute most to improving
quality of life — Water and Health & Hygiene.

It’s Both WHAT We Do and HOW We Do It

= Understanding the opportunities and the challenges
in bringing to market innovations that address
environmental and social issues.

Despite the long lead time from idea to market
introduction, we have been able to obtain some early
experience in bringing such innovations to market. We
did this by leveraging innovations already in our product
pipeline when we embarked on a sustainability strategy
just a year ago. A. G. Lafley and John Pepper discuss
several of these early innovations — Nutri Delight for
micronutrient deficiency, Fit for cleaning fruits and
vegetables, and Actonel for postmenopausal osteoporosis.

We are not saying we have sustainability figured out.
We do not! Unfortunately, there are painfully few
examples of companies successfully building their future
on the concept of sustainability. There are at least as
many failures as there are successes. We are exploring
new, uncharted territory and learning as we go. We
remain committed to the belief that through our
innovation and deep understanding of consumers’ needs
and aspirations, we can help create “a better quality of
life” for everyone, both today and for future generations.

eorge D. Carpenter
Director, Corporate
Sustainable Development
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