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Bright Now movie

In 2011, DSM launched its new corporate
brand to mark the completion of its trans-
formation into a Life Sciences and Materials
Science company active in health, nutrition
and materials. On the date of the launch, DSM
organized a global event where its employees
were taken to their local cinema to watch a
brand launch movie about the story behind
DSM’s Bright Science. Brighter Living.™
This movie – which can be found on the
attached DVD – is about a reporter who has to
write a complete article about DSM, including
interviews to be held on location around the
world, within 5 days. The ‘Bright Now’ movie
has won two European awards.
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For the printing of this report 100% biological ink was used,
and the use of solar energy saved over 1200 kg of CO2 and
1250 kWh of electricity.

Questions about or feedback on this report can be
addressed to:

Royal DSM
P.O. Box 6500
6401 JH Heerlen
The Netherlands
T +31 (0)45 578 8111
E media.relations@dsm.com

www.dsm.com

DSM AR2011 Cover_def.indd   1DSM AR2011 Cooveer_def.inddd 11 29-02-12   16:4929-02-12 16:4916:49



Rugdikte 16.55 mm

Life Sciences and Materials Sciences

DSM, the Life Sciences and Materials Sciences company

Our purpose is to create brighter lives for people today and generations to come. We connect our unique competences in Life

Sciences and Materials Sciences to create solutions that nourish, protect and improve performance.

DSM uses its Bright Science to create Brighter Living for people today and for generations to come. Based on a deep understanding

of key global trends that are driving societies, markets and customers, DSM creates solutions to some of the world’s great

challenges, thus adding to both its own and its customers’ success.

DSM believes that its continued success will be driven by its ability to create shared value for all stakeholders, now and in the future.

It creates sustainable shared value by innovating in ways that allow its customers to provide better People, Planet and Profit

solutions − solutions to the challenges facing society, the environment and end-users. In this way, DSM’s customers derive value

from being able to offer end-users improved products; society and the planet derive value from the impact of more sustainable,

longer-lasting, safer, healthier and more nutritious alternatives; and, as a result, DSM and its shareholders derive value from stronger

growth and profitability. Finally, DSM’s employees feel engaged and motivated both through the contribution they make to a better

world and the success this creates for the company in which they work.

DSM – Bright Science. Brighter Living.™
Royal DSM is a global science-based company active in health, nutrition and materials. By connecting its unique competences in Life Sciences and Materials Sciences
DSM is driving economic prosperity, environmental progress and social advances to create sustainable value for all stakeholders. DSM delivers innovative solutions that
nourish, protect and improve performance in global markets such as food and dietary supplements, personal care, feed, pharmaceuticals, medical devices, automotive,
paints, electrical and electronics, life protection, alternative energy and bio-based materials. DSM’s 22,000 employees deliver annual net sales of around € 9€ billion. The
company is listed on NYSE Euronext. More information can be found at www.dsm.com.
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Net sales, continuing
operations
(x million)

€ 9,048

Operating profit plus
depreciation and
amortization, continuing
operations1

(x million)

€ 1,296

Net profit, continuing
operations1

(x million)

€ 594

Net profit, total DSM
(x million)

€ 814
Cash provided by
operating activities, total
DSM
(x million)

€ 882

Capital expenditure
including acquisitions
(x million)

€ 1,502

Basic earnings per
ordinary share, total DSM

€ 4.86

Dividend per ordinary
share2

€ 1.45
ROCE, continuing
operations
(in %)

14.0

Innovation sales as % of
total sales

18

Sales in High Growth
Economies as % of total
sales

39

China sales, continuing
operations
(x USD million)

2,002
ECO+ products as % of
innovation pipeline, total
DSM

94

ECO+ products as % of
running business, total
DSM
(at year-end)

41

Energy use, continuing
operations
(in PetaJoules)

44

Water use, continuing
operations
(in million m3)

157
Greenhouse-gas
emissions, continuing
operations
(x million tons)

4.6

Workforce
(at year-end)

22,224

Employee engagement -
favorable score
(in %)

71

Frequency Index of
recordable injuries
(per 100 DSM employees
and contractors)

0.53
1 Before exceptional items
2 Subject to approval by the Annual General Meeting of Shareholders

Key data for 2011
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Forward-looking statements
This document may contain forward-looking statements with respect to DSM's future (financial) performance and position. Such statements are based on current
expectations, estimates and projections of DSM and information currently available to the company. Examples of forward-looking statements include statements made
or implied about the company’s strategy, estimates of sales growth, financial results, cost savings and future developments in its existing businesses as well as the
impact of future acquisitions, and the company’s financial position. These statements can be management estimates based on information provided by specialized
agencies or advisors.

DSM cautions readers that such statements involve certain risks and uncertainties that are difficult to predict and therefore it should be understood that many factors
can cause the company's actual performance and position to differ materially from these statements. These factors include, but are not limited to, macro-economic,
market and business trends and conditions, (low-cost) competition, legal claims, the company's ability to protect intellectual property, changes in legislation, changes
in exchange and interest rates, changes in tax rates, pension costs, raw material and energy prices, employee costs, the implementation of the company’s strategy,
the company’s ability to identify and complete acquisitions and to successfully integrate acquired companies, the company’s ability to realize planned divestments,
savings, restructuring or benefits, the company’s ability to identify, develop and successfully commercialize new products, markets or technologies, economic and/or
political changes and other developments in countries and markets in which DSM operates.

As a result, DSM’s actual future performance, position and/or financial results may differ materially from the plans, goals and expectations set forth in such forward-
looking statements. DSM has no obligation to update the statements contained in this document, unless required by law. The English language version of this document
is leading.

Integrated Annual Report 2011 www.dsm.com 2



2011 2010

People

Workforce at 31 December (headcount) 22,224 21,911

Female/male ratio 26/74 25/75

Total employee benefits costs in € million 1,655 1,566

Frequency Index of recordable injuries (per 100 employees; DSM and contractors) 0.53 0.57

Employee engagement - favorable score (in %) 71 71

Energy use (in PetaJoules), continuing operations 44 44

Water use (in million m3), continuing operations 157 148

Greenhouse-gas emissions in CO2 equivalents (x million tons), continuing operations 4.6 4.5

Emission of volatile organic compounds (x 1000 tons), continuing operations 4.2 6.5

COD (Chemical Oxygen Demand) discharges (x 1000 tons), continuing operations 7.1 7.9

ECO+ products as % of innovation pipeline, total DSM1 94 89

ECO+ products as % of running business (at year-end), total DSM 41 40

million, unless otherwise indicated)

Net sales, continuing operations 9,048 8,176

China sales in USD million, continuing operations 2,002 1,535

Operating profit plus depreciation and amortization, continuing operations (EBITDA) 1,296 1,161

Operating profit, continuing operations (EBIT) 866 752

Net profit, total DSM 814 507

882 1,103

Dividend 247 234

Capital expenditure including acquisitions 1,502 476

Net debt 318 (108)

Shareholders' equity 5,784 5,481

Total assets 11,157 10,480

Capital employed, continuing operations 6,581 5,264

Market capitalization at 31 December2 6,504 7,730

Net earnings before exceptional items (total DSM) 3.66 3.27

Dividend 1.453 1.35

Shareholders' equity 34.00 31.52

Sales in High Growth Economies / net sales (total DSM) 39 37

Innovation sales / net sales ( total DSM) 18 16

EBITDA / net sales (continuing operations) 14.3 14.2

Operating working capital / annualized net sales (continuing operations) 20.2 17.9

ROCE (continuing operations)4 14.0 14.6

Gearing (net debt / equity plus net debt) 5.1 (2.0)

Equity / total assets 53.5 53.2

Cash provided by operating activities / net sales (total DSM) 9.6 12.2

1 For a definition of ECO+ see page 224
2 Source: Bloomberg
3 Subject to approval by the Annual General Meeting of Shareholders
4 Including discontinued operations ROCE was 14.3% (2010: 15.0%)

Key data
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DSM’s activities have been grouped into

business groups representing coherent

product/market combinations. The

business group directors report directly to

the Managing Board.

For reporting purposes, the activities are

grouped into four clusters. In addition, DSM

reports on the Innovation Center and a

number of other activities, which have been

grouped under Corporate activities.

Life Sciences

Nutrition Pharma

Continued value growth
The Nutrition cluster comprises DSM Nutritional Products (DNP)

and DSM Food Specialties (DFS). The nutrition and food

ingredients businesses serve the food and beverage, feed,

personal care and pharmaceutical industries. Their activities are

based on in-depth knowledge of customer/market needs. With

customized formulation activities in more than 44 locations and

a marketing/sales presence reaching over 60 countries,

customer intimacy is a key success factor. The Nutrition

businesses' technical expertise is based on application know-

how and innovation translating market needs into products and

services with new benefits. Technologies in the Nutrition cluster

are broad, utilizing DSM’s competences in biotechnology

(including fermentation), chemical process technology and

particle engineering. DSM has the world's broadest ingredients

portfolio and holds leading positions in many large ingredient

markets for animal and human nutrition and health as well as

personal care.

Leveraging partnerships for growth
The Pharma cluster includes the business group DSM

Pharmaceutical Products (DPP), one of the world’s leading

custom manufacturing suppliers to the pharmaceutical industry.

Many of today’s medicines around the world contain ingredients

produced by DPP. The cluster also contains DSM's 50% interest

in the DSM Sinochem Pharmaceuticals joint venture (DSP). DSP

was formed from the former DSM business group DSM Anti-

Infectives (DAI). DSP is one of the few producers and marketers

of beta-lactam active pharmaceutical ingredients with a global

presence, using cutting-edge low eco-footprint manufacturing

technology.

DSM at a glance
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Materials Sciences

Performance Materials Polymer Intermediates

Growing via sustainable, innovative solutions
The Performance Materials cluster comprises DSM Engineering

Plastics, DSM Dyneema and DSM Resins. These business

groups specialize in the manufacture of technologically

sophisticated, high-quality products that are tailored to meet

customers’ performance criteria. DSM's performance materials

are used in a wide variety of end-use markets: the automotive

industry, the aviation industry, the electrical and electronics

industry, the marine industry, the sports and leisure industries,

the paint and coatings industry and the construction industry.

Strengthening backward integration for DSM Engineering
Plastics
The Polymer Intermediates product cluster comprises

caprolactam and acrylonitrile produced by DSM Fibre

Intermediates (DFI). These products are raw materials for

synthetic fibers and plastics. Caprolactam is a key feedstock for

DSM Engineering Plastics’ polyamide production. Globally, DFI

is the largest merchant caprolactam supplier and the third largest

merchant acrylonitrile supplier. In addition, the business group

produces ammonium sulfate, sodium cyanide, cyclohexanone

and diaminobutane.

Innovation Center
The Innovation Center is an element of the strategy DSM in

motion: driving focused growth. It contains the activities of the

DSM Innovation Center (including DSM Venturing) and the

Emerging Business Areas (EBAs). The EBAs comprise new

innovative growth platforms based on the combination of DSM’s

competences in Life Sciences and Materials Sciences.

DSM Biomedical develops novel materials-based solutions to

meet the needs of the medical device and biopharmaceutical

industries with coatings, drug delivery platforms and a wide

range of biomedical materials for use in implantable medical

devices. DSM Bio-based Products & Services creates

solutions for bioconversion of feedstocks for the production of

bio-based chemicals and materials and develops the

technologies to enable the production of advanced biofuels.

DSM Advanced Surfaces provides solutions for the

development and application of smart coatings that boost

performance and/or improve aesthetics across a wide range of

industries and applications, including solar glass and the lighting

industry.

Integrated Annual Report 2011 www.dsm.com 5



Dear reader,

The year behind us was in many ways very eventful, not just for

our company but for the entire world. Major trends and events

such as the Arab Spring, the European debt crisis, the tsunami

in Japan and increased economic uncertainties dominated the

news. Where we saw a remarkable economic recovery and

growth in 2010 and the first half of 2011, the last part of 2011

brought stagnation and even decline, especially in Europe and

in some market sectors.

Despite this environment, 2011 was a strong year for DSM. It

was the first full year in the implementation of our strategy DSM

in motion: driving focused growth. We made substantial

strategic progress in all clusters and on all growth drivers, as

illustrated by the highlights in this report regarding acquisitions,

growth in high growth economies, innovation (including the

development of new growth platforms), and sustainability.

With our previous strategy we had transformed DSM into a much

more balanced and stronger company with a relatively resilient

portfolio in health, nutrition and materials, a broad geographic

spread with a strong presence in high growth economies, and a

solid balance sheet. Our strategy for the coming years is a

response to global trends which all have to do with the

unprecedented challenges that the world is facing.

The global population is expected to grow from 7 billion now to

9 billion by 2050. In addition, it is aging and becoming

increasingly urban and wealthy, leading to increased

consumption per capita and a bigger claim on the world’s

resources. All this comes together in three key global societal

trends: a global demographic shift, challenges in the field of

climate and energy usage and a growing focus on how to secure

health and wellness for all.

These trends are affecting our planet, people and markets in

different ways. They g



The DSM Managing Board (from left to right): Stefan Doboczky, Stephan Tanda, Feike Sijbesma (Chairman/CEO), Nico Gerardu, Rolf-Dieter Schwalb (CFO)

The successful launch of the new DSM brand was another highlight of 2011. All our employees watched an award winning movie

to celebrate the launch of the new brand, which will support our One DSM philosophy. Besides movie awards we received many

other forms of recognition, including the George Washington Carver Award for Innovation in Industrial Biotechnology and the

Leaders of Change Award, which is supported by the United Nations.

In the area of safety we need to make further improvements. It is with deep regret that we report the tragic death of a contractor

employee in 2011. On 13 September an electrician from Austin Industrial lost his life while working on a high voltage substation at

the recently acquired DSM South Center property in Augusta (Georgia, USA). And on 28 July a vapor cloud explosion followed by

a fire occurred at the DSM-AGI Xinhua plant in Tainan (Taiwan). As a result, seven employees were injured, two of them seriously.

These tragic accidents, together with a number of other serious incidents in 2011, led us to organize a Safety Day for all employees

worldwide to highlight the DSM Life Saving Rules, the implementation of which we strengthened in 2011. On this day, all DSM

employees discussed their safety situation and ways to further improve it.

We stay committed to aligning our strategy and operations with the UN Global Compact principles. We are proud that the

transparency of our reporting on sustainability has once again been recognized, as is evidenced by our achievement of GRI A+

status for this second Integrated Annual Report.

The year 2012 has just begun. We are conscious that risks to the macro-economic global outlook remain, and that weakness in

Europe and some of our end markets, especially building and construction, persists. However, we believe that our balanced,

relatively resilient portfolio in health, nutrition and materials, our broad geographic spread with a significant presence in high growth

economies, together with our strong balance sheet, leaves us well placed to achieve our ambitious 2013 targets.

We are committed to creating value for all stakeholders by fully leveraging the unique opportunities in Life Sciences and Materials

Sciences, not just individually but also in combination, for the benefit of people today and for generations to come.

Letter from the Chairman
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In 2011 Mr. Cor Herkströter, Chairman of the DSM Supervisory Board since March 2002 and member of the Supervisory Board

since April 2000, stepped down after the Annual General Meeting of Shareholders. I would like to express our deep gratitude for

his guidance and support in DSM's transformation process. We look forward to continuing working with Mr. Rob Routs, who took

over the Supervisory Board chairmanship.

I would like to thank all our employees for their valuable contributions, and our customers and shareholders for their continued

support. DSM in motion: driving focused growth will be a very exciting journey and we look forward to reporting further progress.

Feike Sijbesma

CEO/Chairman of the Managing Board

feike.sijbesma@dsm.com
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DSM has transformed itself into a leading Life Sciences and

Materials Sciences company that is active in health, nutrition and

materials and creates value for its customers by helping them

provide solutions to the world’s great challenges. DSM uses its

bright science to create brighter lives for people today and

generations to come by providing the ingredients to develop

innovative more sustainable, healthier, more nutritious and better

performing products.

DSM has a very strong starting position to realize its ambitious

growth targets as set in its strategy for the period till 2015, all

based on its strong global market position (with about 40% of

its total sales of € 9 billion coming from high growth economies),

its unique technological knowledge as a basis for innovation, its

strong track record in sustainability, its very solid balance sheet,

and the experience and expertise of its 22,000 people.

DSM believes that its continued success will be driven by

creating shared value for all stakeholders, now and in the

future. It creates sustainable shared value by innovating in ways

that allow its customers to provide better solutions serving

People, Planet and Profit solutions to the challenges facing

society, the environment and end-users. In this way, DSM’s

customers derive value from being able to offer end-users

improved products; society and the planet derive value from the

impact of more sustainable, longer-lasting, safer, healthier and

more nutritious alternatives; and, as a result, DSM and its

shareholders derive value from stronger growth and profitability.

Finally, DSM’s employees feel engaged and motivated through

the contribution they make to a better world and the success this

creates for the company in which they work. In short, DSM is a

multi-stakeholder-oriented company with a triple bottom line

(People-Planet-Profit) creating value for its customers,

shareholders and employees as well as society at large.

As a global company, DSM is actively engaged in addressing the

same key trends that face all its stakeholders: meeting changing

demands arising from global shifts in demographics and

technology, mitigating the impact of climate change while

searching for new forms of energy and trying not just to feed but

also to improve the health of a growing population.

In DSM’s Life Sciences markets, these trends manifest

themselves through the related impacts of increasing personal

wealth, urbanization and expanding life expectancy.

Urbanization drives the consumption of processed foods and the

need for a more efficient food chain, while rising wealth translates

into increased demand for proteins from meat, fish, eggs and

milk – in turn driving demand for DSM’s food and feed products.

Food security (access to nutritious food for all people at all times)

is one of the main themes to which DSM is contributing.

At the same time, a focus on healthy and active aging is driving

demand for fortified foods and supplements. And finally, an aging

population means increased healthcare spending, which DSM

addresses through its engagement in preventive health and

services to pharmaceutical companies.

Performance and sustainability are key drivers impacting

demand in DSM’s Materials Sciences markets, where the

company is accelerating the transformation toward the

production and use of materials that are lighter, healthier, safer,

stronger and more durable and that have lower environmental

footprints throughout their value chains than traditional materials

such as steel.

For automotive manufacturers for instance, this transformation

means providing more features for drivers while simultaneously

reducing the environmental impact of vehicles over their lifecycle.

This requires not just lighter materials but also innovations that

reduce friction – a factor that is important in other transport

sectors as well. Miniaturization and constant innovation still drive

the market for electronics manufacturers, but E-waste and

resource availability and efficiency are growing concerns. In

order to avoid health risks and reputational problems for their

brands, electronics manufacturers want to be able to use

materials that not only offer increasingly lower hazards and

deliver excellent performance, but are also efficiently recyclable

or even bio-based. Similarly, the building and construction

industry needs paints and coatings that offer improved quality

and appearance while at the same time minimizing health risks

and offering exceptional environmental performance.

Bringing DSM’s Life Sciences and Materials Sciences

competences together offers cross-fertilization opportunities

allowing further advances. This cross-fertilization is managed

through DSM’s Emerging Business Areas (EBAs). A thorough

understanding of how advanced materials can be used in the

human body to strengthen or replace body parts and accurately

deliver medicines is driving DSM’s biomedical materials

business. By merging its broad biotechnology capability with its

materials businesses, DSM is able to find renewable solutions

for the post fossil ag



Central and Eastern Europe and Latin America, where DSM

expects 70% of its growth up to 2015 to take place. In turn, this

means DSM is becoming steadily more international, enabling it

to bring a global perspective to the challenges of all its

customers. In addition to achieving sustainable, innovative

organic growth, DSM will continue to take advantage of

opportunities to acquire exciting businesses and to partner with

others to the benefit of all its stakeholders. And finally, the

company will continue to improve its shareholder returns,

supported by its solid dividend policy.

In short, after having transformed itself into a Life Sciences and

Materials Sciences company, DSM now focuses on further

growing the company, using four growth drivers: High Growth

Economies, Innovation, Sustainability and Acquisitions &

Partnerships.

DSM brand
In 20111DSM introduced its new corporate brand, a logical

step as the company had just completed its transformation

into a Life Sciences and Materials Sciences company active

in health, nutrition and materials. The new DSM brand

demonstrates very clearly –.to customers, suppliers,

shareholders, the communities in which the company

works as well as to DSM employees –.that DSM has turned

a page. The new brand is a symbol of the company's

transition to ‘the new DSM’: a Life Sciences and Materials

Sciences company addressing key global societal trends.

On the following pages, and throughout the Review of

business section, examples of the brand campaign DSM

undertook in 20111are shown.
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From India to Indiana, the world’s consumers increasingly want natural, healthy food that tastes delicious, feels authentic and yet is highly 
con enient and a  orda le  t  we’re hel ing the food industry meet these needs through a family of ingredients that ac   a or into 

roducts while reducing salt, sugar and fat  In fact, our latest range of sa ory ingredients was created in artnershi  with inde endent 
chefs  hey ins ired us, now we’re ins iring them  ruly, food for thought  

For her, bright science  
                       the recipe  





 

Farmers need all the help they can get to succeed in a very competitive industry. Which is why so many of them use DSM products to feed
their animals. We are one of the biggest and brightest names in solutions for animal health and nutrition, enabling farmers to raise stronger
and healthier animals. In fact our vitamin supplementation guidelines for cows and other ruminants are used by nutritionists and veterinarians
worldwide. So you could say that when it comes to animal nutrition, we wrote the book.

For him, bright science m
animals and healthier   p



 means healthier
 proŰ ts.



 

Every pharmaceutical company on the planet is searching for that next breakthrough drug that could make its mark on mankind. At the
same time, they are all under pressure to improve e   ciency and sustainability. Which is where our green chemistry toolbox’ comes in 
enabling us to provide drug development and manufacturing services to pharma companies so that they can focus more on drug discovery.
And did we mention that our active ingredients are used in some half a billion potentially life saving antibiotic treatments each year

For her, bright science  
means better drugs. 



y.

 



 

The good news is that humans are generally living longer. The bad news is that this means more wear and tear on our bodies.
The really good news? Thanks to our unique crossover between life sciences and materials sciences there are now millions of people
whose lives have been enhanced by biomedical devices inside their bodies  from arti  cial oints to delicate devices that improve the
function of impaired critical organs such as the brain and the heart. It’s all about creating brighter lives.

For him, bright science  m
        science Ű ction  i



 means turning 
 into fact.



 

At DSM we’re going the extra mile for customers in the automotive and transportation industries...but without using the extra fuel.
Our increasingly bio-based performance materials are making cars stronger yet lighter. Which means lower fuel consumption,
reduced carbon emissions and lower costs. Our scientists are also focusing on the fuel itself: they have found a way to convert
agricultural residue into advanced biofuels – the fruit of more than a century of enzyme innovation.

For them, bright science  
making greener cars. 



 means 





e  means being able 
 wind.



 

The global textile industry is going through enormous change – and DSM is truly measuring up to this challenge with sustainable 
technologies. For those with a passion for fashion it is good to know that bright and colorful acrylics based on our raw material are
more sustainable than sheep’s wool (which requires a surprising amount of chemical processing). We’re also one of the world’s leading
producers of caprolactam – a raw material used extensively in recyclable nylon textiles. In fact, we’ve got it all covered.

For him, bright science  
    never goes out of   



  means quality 
  fashion.



Highlights of 2011

General

The year 2011 was another strong year for DSM despite the

challenges of the global economy, adverse currency movements

and high raw material costs. As a consequence we propose to

increase our dividend for the second consecutive year. In

Nutrition the company made good progress once again and

Polymer Intermediates delivered its highest profitability in history.

Furthermore, the company made significant steps in the first year

of implementin

fi

rst year

of implementin

F

urtu50rn5.bn.557 56850a390ar

of impl7 568.3776 Tm
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Performance Materials

Full year organic sales growth was 9%. Higher prices at DSM

Engineering Plastics and DSM Resins were partly offset by lower

volumes at DSM Dyneema and DSM Resins. Despite the lower

results in Q4, EBITDA was higher than in 2010.

Polymer Intermediates

Organic sales growth in 2011 was 32%, compared to an already

very strong performance in 2010. The cluster benefited from the

favorable market conditions and demonstrated an excellent

manufacturing performance, resulting in an all time high EBITDA.

Operating profit plus depreciation and amortization
(EBITDA), continuing operations

x € million 2011 2010

735 684

Pharma 36 61

Performance Materials 293 283

Polymer Intermediates 380 223

Innovation Center (57) (49)

Corporate activities (91) (41)

1,296 1,161

Innovation Center

Strategic progress was made in 2011 with the start-up of the

Actamax joint venture in surgical biomedical materials. In

addition, several development agreements were signed in the

main segments of the Biomedical business. DSM and Roquette

started the construction of the commercial-scale bio-based

succinic acid plant in Italy. The acquisition of C5 Yeast Company

B.V. from Royal Cosun was completed, further extending DSM’s

leadership position in the field of cellulosic bio-ethanol.

Corporate activities

Excluding the changes in the Dutch pension plan, full year

EBITDA decreased by € 17 million due to a lower contribution of

the captive insurance company and higher share based payment

costs.

Financials

Net finance costs decreased by € 11 million compared to the

previous year to a level of € 82 million, mainly as a result of

favorable hedging results and lower interest costs.

The effective tax rate amounted to 19% (2010: 24%). The lower

tax rate was a result of a different geographical spread of results

and the application of preferential tax regimes in countries where

DSM is operating.

Net profit before exceptional items amounted to € 615 million,

which was € 68 million higher than in 2010. Total net profit

increased by € 307 million compared to the previous year and

reached a level of € 814 million, partly due to exceptional items

and a lower tax rate. Net earnings per ordinary share (continuing

operations, excluding exceptional items) increased by 22% to a

level of € 3.53 compared to € 2.89 in 2010.

Sustainability

In sustainability DSM set a number of ambitious aspirations in

2010, and in 2011 the company made good progress toward

meeting them, as evidenced by the following highlights.

DSM once again retained its number one position in the chemical

industry sector in the Dow Jones Sustainability World Index. This

is the third consecutive year that DSM has held this top position

in worldwide sustainability and the sixth time in total since 2004.

In 2007 and 2008, the two years when DSM was not ranked

number one, it was also among the leaders in the sector.

In 2011 the percentage of ECO+ solutions in the innovation

pipeline was 94%, well above the target set. ECO+ solutions as

a percentage of running business increased further to 41%. DSM

is on its way toward the 50% aspiration.

DSM is on track with its drive to improve energy efficiency by

20% by 2020 compared to 2008. Including 2011 energy

efficiency improved 13% compared to 2008.

In 2011 DSM executed its fourth worldwide Employee

Engagement Survey. The main element in the survey is the

measurement of DSM’s Employee Engagement Index, the

percentage of employees scoring favorable on a combination of

four attributes: commitment, pride, advocacy and satisfaction.

The Employee Engagement Index measured in 2011 again was

close to high performance norm with an all time high response

rate of 91%.

DSM’s People+ strategy will deliver measurably better solutions

to improve the lives of people. The company has defined a new

People+ framework based on broad stakeholder analyses. The

dimensions of health, comfort and well-being, working

conditions and community development have been identified as

distinct and instrumental categories to measure People+ impact

at product level.

In 2011 diversity ambitions for the business groups were defined

for the period 2011-2015, to ensure that DSM’s organizational

readiness is in line with its stretched growth ambitions for 2015.

In addition, DSM has addressed the geographical distribution of

management and other key functions.
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Strategic and financial targets

Profitability targets 2013

- EBITDA € 1.4 - 1.6 bn

- ROCE > 15%

Sales targets 2015

- Organic sales growth 5-7% annually

- China sales from USD 1.5 bn to > USD 3 bn

- High growth economies sales from ~32% toward 50% of sales

- Innovation sales from ~12% to 20% of sales

Aspiration regarding Emerging Business Areas for 2020

- EBA sales > € 1 bn

In terms of the sales targets established for this strategy period,

DSM comfortably exceeded the organic sales growth target and

demonstrated solid growth in sales in China in 2011. DSM saw

a growth in sales in high growth economies as a percentage of

overall sales to 39% in 2011, bringing the company closer to its

announced goal of moving from approximately 32% toward 50%

of total net sales. Innovation sales — measured as sales from

innovative products and applications introduced in the last five

years — reached 18% of total net sales in 2011, close to the

company’s 2015 target of approximately 20%.

Further progress was made in the Emerging Business Areas

(EBAs). The EBAs are DSM Biomedical, DSM Bio-based

Products & Services and DSM Advanced Surfaces.

For the period 2011-2015 capital expenditure can be expected

at a level comparable to that in the 'accelerated Vision 2010'

period (€ 500-550 million per year on average). For the total

period, capital expenditure is expected to amount to € 2.5-2.7

billion, of which approximately USD 1 billion in China. In addition,

DSM aspires to keep working capital as a percentage of

annualized net sales below 19%. At the end of 2011 working

capital as a percentage of annualized net sales amounted to

20.2%.

Sustainability aspirations 2011-2015

Dow Jones Sustainability Index

Top ranking (SAM Gold Class)1

ECO+ (innovation)

80%+ of pipeline is ECO+2

ECO+ (running business)

From approximately 34% toward 50%

Energy efficiency

20% improvement in 2020, compared to 2008

Greenhouse-gas emissions

-25% (absolute) by 2020, compared to 2008

Employee Engagement Survey

Toward High Performance Norm3

Diversity and People+

To be updated in 2011

1 This means a total score of at least 75% and within 5% of the SAM sector leader
2 See page 224 for a definition of ECO+
3 The High Performance Norm (79% favorable) is the composite of the top 25%

employee responses of the selected external benchmark organizations

In 2010 DSM set a number of ambitious sustainability aspirations

for 2015, and in 2011 the company made good progress toward

meeting them. The highlights can be found on page 27.

High Growth Economies: from 'reaching out' to being truly

global

A key element of DSM in motion: driving focused growth is for

DSM to move from being a European company reaching out to

the world to being a truly global company. All the evidence

indicates that fast-growing economies such as China, India,

Brazil and Russia and other emerging areas will be the major

growth engines for the world economy over the next decade.

DSM’s market penetration in the high growth economies has

increased from just 22% of sales in 2005 to 39% now, the target

for 2015 being to move toward 50% of sales. DSM expects over

70% of its growth in the period to 2015 to come from high growth

economies.

DSM has a clear focus on China, where the company has set a

target to double sales to a level of at least USD 3 billion by 2015.

In 2011 DSM made good progress toward this target: China

sales increased 23% to USD 2.0 billion. To support this growth

DSM intends to invest USD 1 billion in China in this strategy

period. DSM will also increase its presence in other markets,

doubling or even trebling revenues in India, Latin America and

Russia.
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Achieving these targets requires a true internationalization of the

company. DSM is adjusting its organization in a variety of ways

to facilitate local decision making (for example via country

presidents in China, India, Russia and Latin America), drive local

innovation (through Innovation Centers such as in China and

India), and establish clear accountability for regional growth at

Managing Board level. The headquarters of DSM Fibre

Intermediates was moved to Shanghai and that of DSM

Engineering Plastics to Singapore. The headquarters of the DSM

Sinochem Pharmaceuticals joint venture was established in Asia

(currently it is located in Hong Kong).

Innovation: from 'building the machine' to doubling innovation

output

Since the announcement of the innovation boost back in 2005,

as part of DSM’s Vision 2010 strategy, the company's increased

commitment to innovation has significantly paid off, as shown by

the achievement of numerous milestones, the most tangible one

being the fact that in 2010 DSM clearly exceeded its target of

achieving € 1 billion in additional sales through innovation

compared to 2005 (the actual contribution achieved was € 1.3

billion in 2010).

Building on this track record, DSM is taking value creation

through innovation to the next level. DSM has adopted a new

definition of its innovation target which is more in line with the

definition used by other mainstream innovators in the industry:

percentage of sales created by new products and applications

introduced in the last five years, replacing the previous target of

an absolute amount of additional sales through innovation.

DSM’s target is to increase innovation sales from approximately

12% in 2010 toward 20% of total sales by 2015. In 2011

innovation sales increased to 18% of total sales.

Sustainability: from responsibility to a business driver

DSM’s sustainability strategy is strongly connected to the

company’s mission to create brighter lives for people today and

for generations to come, and to its brand promise of Bright

Science. Brighter Living.™ DSM believes sustainability will be a

key differentiator and value driver over the coming decades. The

company is on track to achieve all the sustainability targets it has

set for 2015. More information regarding progress toward these

targets and other achievements in 2011 can be found in the

chapter on sustainability from page 32.

In engaging with stakeholders, DSM does more than just

respond to stakeholders’ expectations. The company actively

shapes these expectations by striving to be a trendsetter rather

than a trend follower in selected fields, including sustainability.

For more information see the chapter on stakeholder

engagement from page 36.

Acquisitions & Partnerships: from ‘portfolio transformation’ to

‘driving focused growth’

When DSM launched DSM in motion: driving focused growth in

2010, the company made it clear that, alongside stretched

organic growth targets, it would also use acquisitions and

partnerships to achieve its ambitions more rapidly. Clearly, these

would need to be partnerships that make strategic sense in

terms of meeting the ambitions, and acquisitions that meet

DSM’s criteria. A notable example is the successful acquisition

and subsequent integration of Martek.

DSM applies stringent strategic, financial and sustainability

criteria to any potential acquisition or partnership. In the

screening process a first selection is made on the basis of

strategic fit. This results in a shortlist to which DSM applies its

financial criteria. A key strategic criterion is that the business or

partner should add or increase a leadership position and should

add value to DSM in terms of technological and/or market

competences.

The key financial criteria for acquisitions are a Single A credit

rating for DSM, a contribution to cash earnings per share from

the beginning and a contribution to earnings per share from year

two. An acquisition should also support DSM's other financial

targets.

In the exceptional case that a very attractive acquisition

opportunity arises of a size that would put pressure on financial

metrics, DSM may be willing to accept a temporary deviation

from the credit metrics commensurate with its rating target.

However, DSM believes that Single A ratings are the right place

to be for the company to ensure sufficient financial and strategic

flexibility at all times, and DSM would seek to manage its balance

sheet and underlying financials after such an acquisition to allow

the company to re-align ratios with Single A ratings within a short

period of time.

DSM will look for opportunities to strengthen competences and

market positions for the other three strategic growth drivers:

expansion in High Growth Economies, Innovation and

Sustainability.

Each of DSM’s four strategic growth drivers is important in its

own right, but they also reinforce one another. By combining

multiple growth drivers, DSM will be able to generate a greater

number of compelling, high-potential business opportunities.

Integrated Annual Report 2011 www.dsm.com 30



Since September 2010 DSM has announced a range of acquisitions and partnerships in the Nutrition and Performance Materials

clusters as well as in the Emerging Business Areas. The table below gives an overview of the acquisitions and partnerships and

how they meet DSM’s strategic acquisition criteria.

Value creation via acquisitions & partnerships

Martek

Vitatene

Microbia

Premix plants

AGI Taiwan

KuibyshevAzot

Shandong ICD

C5 Yeast Company

Nutrition/Health Performance Materials Emerging Business Areas

Acquisitions & 
Partnerships

Leadership Market position Geographic ambition Innovation / technology Sustainability



- Allocation of regional growth and synergy accountability to

designated members of the Managing Board, with two

members also having offices in Asia and the US,

respectively.

The drive for a global high performance organization is, among

other things, supported by functional excellence programs, one

of which focuses on achieving excellence in marketing and sales

(see the People in 2011 chapter from page 42 for further

activities supporting this drive). DSM is taking its focus on

customer centricity to the next level to enhance its

competitiveness and profitability, which means going beyond the

traditional sales driven relationship to develop an in-depth

understanding of the needs of customers and the evolving

markets in which they operate.

It is mandatory for all DSM businesses to perform customer

satisfaction surveys at least once every two years. A best

practice has been established for this. The results are split into

two categories: strategic and business-specific. Strategic results

are consolidated at corporate level and business-specific results

are fed back to the units concerned. All results are used in plan-

do-check-act improvement cycles. Risk Management

Coordinators make sure the results and the improvement plans

are reviewed annually, and Corporate Operational Audit reviews

the efficiency and effectiveness of the processes and procedures

involved. Customer satisfaction targets are set decentrally (in

view of the wide variety of DSM businesses) and are always

aligned with DSM’s corporate strategy.

Customer feedback is an integral element of important business

processes at DSM. It is for example used as key input for setting

the innovation agenda at both the strategic and the operational

level. Also, key performance indicators defined for Demand and

Supply Chain Management are centered around “on-time

delivery in full” as reported by customers. Every customer

complaint is officially filed and followed up by the relevant

experts. Risk Management Coordinators ensure that

complaints, complaint trends and corrective actions are annually

reviewed and evaluated. And finally, DSM has a company-wide

customer relationship management platform in which customer

feedback management workflows have been integrated.

DSM aims to be in the top quartile of customer-centric

companies by 2013. The DSM Excellence in Marketing and

Sales department is supporting this drive with four programs

(Value Creation, Capture Value, Customer Management and

People & Performance) and an extensive training curriculum. To

further promote customer centricity DSM has decided to

introduce the Net Promoter Score1 as the relevant vehicle. Tools

have been established and three business groups are now

actively pursuing this approach. The other business groups are

scheduled to follow.

Sustainability

DSM’s mission is about creating brighter lives for people today

and generations to come. This mission is supported by DSM’s 

core value, which is that its activities should contribute to a more

sustainable world. As part of its strategy, DSM in motion: driving

focused growth, DSM has formulated the ambition to go to the

next level in sustainability: from an internal value and a tool for

making a responsible contribution to society, to a strategic

business driver.

By “sustainable” DSM means “meeting the needs of the present

generation without compromising the ability of future

generations to meet their own needs.” This is the widely

accepted definition that the Brundtland Commission published

in 1987. Like that Commission, DSM believes that achieving

sustainability means simultaneously pursuing social

responsibility, environmental quality and economic performance,

in other words creating value on the three dimensions of People,

Planet and Profit.

Sustainability has the attention of the entire Managing Board,

with Feike Sijbesma, Chairman of the Managing Board, as the

primary focal point. Sustainability at DSM is organized in a

network supported by the Corporate Sustainability department

under the responsibility of the Senior Vice President Corporate

Affairs, who reports directly to the Chairman of the Managing

Board.

In addition to the Corporate Sustainability department, DSM has

a dedicated Corporate Operations & Responsible Care

department. It is among other things responsible for all corporate

SHE (Safety, Health and Environment) issues. Sustainability

champions in all business and functional groups and the DSM

Innovation Center and SHE managers at business group level

support line management. The DSM SHE Council, which is

composed of all business group SHE managers, plays an

important role in sharing experiences and developing practices

and communications regarding SHE issues. The Vice President

Corporate Operations & Responsible Care reports directly to

DSM Managing Board member Nico Gerardu.

Furthermore, members of the Managing Board chair different

sustainability-related projects and areas, such as DSM’s

partnership with the World Food Programme (Stephan Tanda),

Diversity and Inclusion (Feike Sijbesma), Base of the Pyramid

(Feike Sijbesma) and SHE (Nico Gerardu).

1 A customer loyalty metric that provides a comparable measure of business performance
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In this way DSM has integrated and strengthened the functional

network approach to sustainability (which focuses on

performance) with a business approach focusing on

sustainability as a business driver.

Sustainability is also recognized as an important element for

DSM's Supervisory Board agenda. The Corporate Social

Responsibility Committee is a subcommittee of the Supervisory

Board, demonstrating the strategic importance of sustainability

for DSM. See the Report by the Supervisory Board from page

116 for more information. DSM has also installed an external

Sustainability Advisory Board.

Growing profitable business on a strong foundation

People People+
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In place Scope

Planet

Credible Sustainability
Qualifiers

 • Health and safety
 • Diversity
 • Employee engagement
 • Vitality@DSM

 • Greenhouse-gas 
   emissions
 • Energy efficiency
 • Water

Drivers

Internal DSM 
Triple P Foundation

External DSM
Sustainability Position

2 See the section 'explanation of some concepts and ratios' for a definition of ECO+
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DSM’s activities in the field of sustainability cover three

dimensions:

- People: improving people’s lives through DSM’s activities,

products and innovations (People+)

- Planet: improving the environmental footprint of DSM’s

activities, products and innovations (ECO+)2

- Profit: creating profitable businesses and value for DSM’s

shareholders while meeting DSM’s objectives to provide

solutions to global societal needs

DSM will tap the creativity of its increasingly global and diverse

organization to increase ECO+ innovation and meet its ambitious

2015 ECO+ sales targets. DSM will build on its strong platform

of ECO+ innovation, such as coatings for solar cells, waterborne

paints, bio-based products, food and feed enzymes, etc. In

addition, the company works with suppliers to improve the

overall footprint of the value chains in which it operates.

DSM’s Profit objective is to translate innovative sustainable

solutions into strong value-creating businesses meeting unmet

needs. As a result of its increased focus on understanding

(societal) needs, DSM will grow the profitability of its ECO+

businesses and People+ solutions in several ways. This includes

meeting demand for cleaner, greener technologies; developing

products specific to high growth economies; and making

sustainability a criterion for acquisitions and partnerships.

Sustainability-driven value creation examples are described in

the chapters on the clusters and on innovation. Base of the

Pyramid and Cradle to Cradle® are examples of sustainable

business models.

A Sustainability Advisory Board, comprising a diverse

international group of external thought leaders on key

sustainability topics, will meet for the first time in 2012 to provide

advice to and act as a sounding board for the DSM Managing

Board. The Sustainability Advisory Board will support DSM in

deepening its understanding of strategic issues and stakeholder

needs, sharpening its focus, conducting advocacy efforts and

dealing with dilemmas.

In 2011, DSM started externally reporting a number of

sustainability metrics on a semi-annual basis. Since 2010 the

company has published an Integrated Annual Report. The

transparency of DSM’s reporting on sustainability is once again

at a high level, as is evidenced by the achievement of Global

Reporting Initiative (GRI) A+ status for this Integrated Annual

Report.





Principles of the UN Global Compact1

DSM Code of Business Conduct and relevant page(s) in this report

Principle 1 Support of human rights 42-50

Principle 2 Exclusion of human rights violation 42-50

Principle 3 Observance of the right to freedom of association 42-50

Principle 4 Abolition of all forms of forced labor 42-50

Principle 5 Abolition of child labor 42-50

Principle 6 Elimination of discrimination 42-50

Principle 7 Precautionary environmental protection 10, 32-58, 63-69

Principle 8 Specific commitment to environmental protection 10, 32-58, 63-69

Principle 9 Diffusion of environmentally friendly technologies 10, 32-58, 63-69

Principle 10 Measures to fight corruption 34, 42-50

1 In 2011 DSM once again renewed its commitment to the UN Global Compact's CEO Water Mandate; see page 56

Securing sustainability in manufacturing

In DSM’s manufacturing organization, sustainability is secured

through Functional Excellence programs and expert networks

for maintaining and improving specific competences. The

essence of the Functional Excellence programs is that they help

make DSM’s pooled manufacturing expertise available wherever

and whenever it is needed throughout the global organization.

Competence networks have been set up to develop shared

solutions to DSM-wide issues. The programs and networks help

DSM to achieve its objectives in the People, Planet and Profit

fields. They are driven and supported by stakeholder

engagement activities.

An example of a Functional Excellence program is Advanced

Manufacturing (AM), a multi-business-group program, executed

by the Corporate Operations & Responsible Care department

together with the business groups. At the end of 2011 the

Advanced Manufacturing program had yielded significant

operational savings. Its goals – mainly relating to Planet and

Profit – include the following:

- Optimize DSM's footprint by improving plant operations and

process stability and substantially reducing energy and raw

materials consumption and waste

- Create a sustainability-driven, global value-generation-based

culture through the transfer of an AM toolbox, AM skills and

AM behaviors to the local sites

In addition, networks are in place for the following issues:

- Industrial hygiene

- Lean/Six-Sigma

- Process control

- Process safety

- Water and waste

- Materials and corrosion

- Maintenance and reliability

- Energy

- Project engineering

- Large capital projects

- Life cycle assessments (LCAs)

These are all strategically important competences that help DSM

to secure a competitive advantage or mitigate key risks.

External recognition

DSM received many awards and other forms of external

recognition in 2011. An overview can be found in the External

recognition section on page 69 and on www.dsm.com.

Legally required safety studies

As an innovative company, DSM is continuously developing new

products. DSM is required by law to assess the properties and

safety profiles of these products. These assessments can

necessitate the use of live animals. The company only uses

animals in studies for safety assessment if this is required by

regulation and only if no accepted and validated non-animal

alternative methods are available. DSM is committed to

constantly seeking and pursuing opportunities to further improve

its performance and to ‘reduce, replace and refine’ methods in

which the use of animals is the only alternative. The examples

below illustrate this ‘3R’ approach.
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DSM will continue to make reasoned requests to the authorities

to waive safety tests with animals in cases where the company

believes that requirements are excessive and in cases where the

information can be provided by other means. DSM is committed

to the use of state-of-the-art analysis techniques that allow for

repeated measurements on fewer animals and the use of non-

invasive measurements, such as scanning ‘from the outside’

similar to MRI scans on humans whenever possible. The

company increasingly makes use of in silico (computer modeling)

and in vitro techniques (e.g. cell arrays) to identify candidate

substances.

DSM conducts in-house projects to develop and promote

alternative testing methods. The company develops ‘early

safety’ and ‘early efficacy’ assessments aimed at predicting

these effects by computer calculations, based on comparison of

new compounds to known effects of existing compounds.

DSM also cooperates actively in external networks and with

academic partners. Examples are the International Council of

Chemical Associations’ Long-Range Research Initiative and the

joint government-industry initiative European Partnership for

Alternatives to Animal Testing (EPAA). In recent years DSM has

been able to significantly reduce the number of lab animals used,

in some tests by up to 90%.

DSM is concerned about the increasing need for assessments

because of the implementation of REACH3 (Registration,

Evaluation, Authorization and Restriction of Chemical

substances), the European chemicals legislation. DSM has

already observed an increase in animal tests performed for this

purpose even though the company has, where possible, used

alternative ways to fulfill the data requirements and has worked

together with other companies in consortia.

Further reduction will require adjustment of legal requirements

and the development, validation, dissemination and

implementation of new testing methods. DSM does not want the

safety and efficacy of its products to be compromised. This

means that studies involving animals will continue to be

necessary in the foreseeable future. However, DSM believes that

its approach is sensible and responsible and the company is

committed to further reducing, refining and replacing these

studies where possible.

Stakeholder engagement

DSM invests in a strategic, pro-active and ongoing dialogue with

key stakeholders in order to:

- share thoughts and views;

- deepen the company’s insights into political, societal and

customer trends, drivers and needs;

- achieve advocacy goals in a focused manner by engaging in

political and societal debates on topics that are relevant for

DSM, preferably jointly with key stakeholders;

- resolve issues, receive endorsement and build trust (through

public-private partnerships and new business models); and

- be able to create more shared value, for these stakeholders

and by implication for DSM.

In engaging with these stakeholders, DSM does more than just

respond to their expectations. As a thought leader, the company

actively shapes these expectations by striving to be a trendsetter

rather than a trend follower in selected fields, including

sustainability.

DSM’s strategy (DSM in motion: driving focused growth) was

influenced by the company’s continuous dialogue with all

stakeholders: shareholders, customers, suppliers, local

communities, end-consumers, industry peers, banks,

governments, investors, non-governmental organizations

(NGOs), special interest groups and, of course, its own

employees. The strategy is about meeting the unmet needs

resulting from societal trends with innovative and sustainable

solutions. In cooperation with its stakeholders DSM has

identified the following trends:

- Global shifts (demographic shifts, urbanization, high growth

economies, usage of resources, impact of new technology)

- Climate change and energy

- Health and wellness

In order to meet its strategic stakeholder engagement

objectives, DSM addresses the stakeholder needs and issues

listed below.

Hidden Hunger

In various partnerships (with the UN World Food Programme

(WFP), the Scaling Up Nutrition (SUN) movement, Wageningen

University (Netherlands), and the United States Agency for

International Development (USAID)), DSM is advocating greater

awareness about the importance of improved nutrition.

3 See the Planet chapter for more information about REACH



Nutrition improvement is one of DSM's main businesses in both

the developing and the developed world. In a relatively short

period of time, DSM has emerged as one of the industry leaders

in this area and the company is often consulted by United

Nations agencies, governments and non-governmental

organizations. The partnership with WFP (since 2007) has made

it possible for DSM to reach up to 10 million people with its

tailored nutrition solutions.

Food safety and quality

As a leading nutritional ingredients supplier, DSM feels that it is

its duty to address society’s growing concern about health

issues related to food safety and quality. It does so by developing

programs, together with partners such as the Chinese

government. The Quality for Life™ seal reflects DSM’s

commitment to create safer, fully traceable, more reliable and

sustainable business processes. It extends beyond products

and services to incorporate DSM’s commitment to the

environment and society. The Quality for Life™ seal symbolizes

DSM’s pledge to uphold ethical values in relationships with

customers, employees and partners.

Industrial biotechnology

DSM promotes the development of industrial biotechnology in

various ways. For example, DSM Bio-based Products & Services

continues to invest in industrial biotechnology, which supports a

bio-based economy as an alternative to the fossil based

economy. DSM Managing Board member Stephan Tanda

serves as chair to EuropaBio, the European Association for bio-

industries. In addition, DSM initiated the Dutch multi-stakeholder

initiative resulting in a Manifesto on the Bio-based Economy.

DSM is represented on the board of SusChem, the European

technology platform for sustainable chemistry, and leads the

industrial biotechnology work group of this organization. DSM is

also a member of the Biotechnology Industry Organization (BIO)

in the US. And finally, the company engages with various

European commissioners and the European Parliament on the

subject of industrial biotechnology.

Climate change

DSM believes industry can and must play a positive role in

securing economic growth while simultaneously reducing the

total carbon footprint of both its own operations and its value

chains. The company engages with multiple supply chain

initiatives and sector organizations such as the World Business

Council for Sustainable Development (WBCSD) and The

Sustainability Consortium on measuring environmental impact in

the value chain and on ways to collectively steer toward products

with minimum environmental impact.

Water management

DSM aims to achieve sustainable water management by taking

into account the needs of present and future users and applying

practices aimed at safeguarding this vital resource. For this, DSM

continues to execute water risk assessments to mitigate

operational, regulatory, reputational and financial risks. DSM’s

continuing commitment to the UN Global Compact's CEO Water

Mandate will secure its focus on the topic. DSM takes part in the

WBCSD water task force. See page 55 for more information

on water.

Sustainable biomass

DSM’s growing involvement in industrial biotechnology is

attended by the need to secure a sustainable raw-material base

that does not compete with the food supply chain. DSM is

seeking further engagements in this area. The company closely

cooperates with parties such as IUCN (the International Union

for the Conservation of Nature), the Biomass Sustainability

Studies Commission (Corbey Commission) in the Netherlands

and EuropaBio to take into account both biodiversity and

possible societal effects. DSM joined the Inspirational

Programme on Ecosystems together with many other Dutch

companies to engage in long-term projects in order to reach an

effective approach to reducing the ecological footprint and

eventually have a positive impact on biodiversity.

Careers and employment

DSM carries out regular Employee Engagement Surveys (see

page 42) to gauge the needs and concerns of its employees

worldwide as well as their opinions about all aspects of the

company’s operations. DSM aims to provide employees with the

opportunity to engage with the societies impacted by its

products (an example being the DSM-WFP employee volunteer

program).

Sustainable value chains

DSM is engaged in an ongoing dialogue with suppliers,

customers, NGOs and industry peers to reach a consensus on

how to jointly increase the sustainability of the various value

chains in which the company operates. This includes both

environmental and societal sustainability.

Role of business in society

DSM engages with various organizations on the role of

transparent and responsible business in society, in order to

create shared value. The company actively promotes and

participates in transformative public-private partnerships. DSM

Chairman and CEO Feike Sijbesma chairs the World Economic

Forum Global Agenda Council on the Role of Business, and DSM

has been co-developing the ‘shared value’ concept as an active

participant in UN Global Compact LEAD, which is a platform for

corporate sustainability leadership.
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Stakeholder engagement in 2011

In 2011 DSM continued to update its Stakeholder Engagement

Roadmap. This identifies the strengths and weaknesses in

DSM’s current network of stakeholder relationships and

provides the company with a structured agenda for intensifying

its dialogue with key groups. A number of key stakeholders were

identified, the desired levels of engagement were decided upon,

and implementation plans (including evaluation criteria) were set

up.

Sustainability Advisory Board

As DSM is looking for strong, diverse and challenging input and

advice for its strategy, its objectives and their implementation, it

set up a Sustainability Advisory Board in 2011. This board,

comprising a diverse international group of external thought

leaders on key sustainability topics, will support DSM in

deepening its understanding of strategic issues and stakeholder

needs, sharpening its focus, conducting advocacy efforts and

dealing with dilemmas.

Shareholders

By being present at investor events for institutional investors

(including Socially Responsible Investors) and retail investors and

by organizing conference calls, capital markets days and

roadshows in 2011, DSM maintained contacts with current and

potential DSM shareholders and with analysts who advise

shareholders. In these contacts, DSM provided information

about developments at the company and ensured that all

relevant information was equally and simultaneously provided

and accessible to all interested parties.

Strategic partnerships with stakeholders

As a result of DSM’s continuous stakeholder engagement,

several strategic partnerships have evolved around key topics.

Since 2007, DSM and WFP have maintained a strategic

partnership that has enabled DSM to reach up to 10 million

people to date with its tailored nutrition solutions. DSM also

played an integral role in the development of WFP’s Nutrition

Improvement Strategy. DSM believes that providing aid via such

a partnership is both the right thing to do and critical to the future

growth of its business:

- It gives DSM insight into the needs in different countries where

organizations like WFP operate, which helps DSM to innovate.

- It strengthens advocacy on the importance of nutrients.

In 2010 DSM and WFP announced a three-year extension of

their global partnership. In 2011, DSM made several million

euros available to WFP and other community initiatives and

partnerships.

Public awareness of the importance of nutrition is increasing. At

the International Food Policy Research Institute (IFPRI) in August

2011, US Secretary of State Hillary Clinton addressed the

humanitarian crisis in the Horn of Africa and mentioned DSM's

nutrition initiatives as exemplary. The rising interest of EU

decision makers such as EU President Herman van Rompuy and

Kristalina Georgieva, Commissioner for International

Cooperation, Humanitarian Aid and Crisis Response, was

confirmed at the high-level conference ‘Combating Malnutrition

through Sustainable Interventions - EU-ASEAN Relations as Key

Driver’ that DSM organized in Brussels in November 2011. The

conference highlighted DSM’s contribution toward establishing

this issue on the political agenda in Brussels.

DSM is one of the few private sector actors who have been

involved from the start in the Scaling Up Nutrition (SUN) initiative,

led by UN Special Representative David Nabarro and officially

launched at the UN Millennium Development Goals Summit in

2010 by US Secretary of State Hillary Clinton. The initiative has

laid out a roadmap for achieving nutrition security, with a focus

on delivering proper nutrition within 'the first 1000 days' (from

conception to a child’s second birthday). It has also formulated

the rationale in doing so, and calculated its expected annual

cost. See also the Review of business Nutrition from page

74.

At the 2011 World Economic Forum, DSM and USAID launched

a partnership initiative to combat hidden hunger. USAID and

DSM will develop a priority list of countries and projects to

provide proper nutrition to people in the developing world with

an initial focus on rice fortification. This will help achieve the

nutrition objectives of Feed the Future, the US Government’s

global food security initiative. At the 2012 World Economic

Forum, DSM and WFP organized a high level session on how to

improve lives by making nutrition accessible and effective.

Representatives from The Coca-Cola Company, General Mills,

United Nations, USAID, GAIN, WFP, DSM and Columbia

University discussed cross-sector approaches to deliver

improved nutrition.

Project Laser Beam (PLB) is a 5-year, USD 50 million public-

private partnership that seeks to eradicate child malnutrition.

PLB was unveiled in September 2009 on behalf of PLB founding

partners WFP, Unilever, Kraft Foods, DSM and the Global

Alliance for Improved Nutrition (GAIN) by former US President Bill

Clinton at the Clinton Global Initiative meeting in New York. DSM

is working with a variety of partners and projects to fortify a range

of foods and create a sustainable business model for fortified

foods.
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The Amsterdam Initiative on Malnutrition is a public-private

partnership involving the Ministry of Foreign Affairs of the

Netherlands, DSM, Unilever, AkzoNobel, ICCO and Wageningen

University. The goal is to eliminate malnutrition for 100 million

people in Africa by 2015, focusing on six countries: Ghana,

Kenya, South Africa, Ethiopia, Mozambique and Tanzania.

Together with General Mills, the global food company, Cargill,

the international producer and marketer of food, agricultural,

financial and industrial products and services, and Technoserve,

an NGO focused on helping entrepreneurs in developing

countries, DSM has become one of the first corporate partners

of the non-profit initiative Partners in Food Solutions founded by

General Mills. Linking the expertise of employees from General

Mills, Cargill and DSM – in research and development, nutrition,

engineering, marketing, finance and more − with small, growing

food manufacturers throughout Africa, this non-profit and

volunteer initiative is designed to share knowledge and

strengthen the capacity of local food manufacturers in Africa to

help address the hunger problem. DSM’s collaboration with the

Partners in Food Solutions initiative emphasizes its long-

standing commitment to developing sustainable partnership-

based approaches that address the global problem of

malnutrition and hidden hunger.

Through its continued support of the non-profit humanitarian

initiative Sight and Life, DSM is further building the world’s

knowledge, understanding and awareness of hidden hunger.

Sight and Life’s vision is to ensure a sustainable and significant

improvement in human nutrition, health and well-being.

Nutrition is vital in disease prevention

Non-communicable diseases (NCDs) such as cancer, diabetes,

cardiovascular and respiratory diseases are the leading causes

of death globally, killing more people each year than all other

causes combined. More than 36 million people die annually from

NCDs, including 9 million who die before the age of 60. Globally,

NCDs are expected to increase significantly in the next 10 years.

Improving nutrition is the most fundamental and effective way of

tackling NCDs. In fact six leading NCDs, which contribute to 70%

of deaths worldwide, are all modifiable by an appropriate diet

providing an adequate intake of micronutrients. Furthermore,

according to the Copenhagen Consensus, micronutrient

fortification and supplementation are the most cost-effective

interventions to address global health and development

problems.

At the 2011 UN Summit on NCDs in New York, a call was made

for global action to tackle the NCD epidemic. At the high-level

meeting, where DSM Managing Board member Stephan Tanda

was invited to speak on behalf of the private sector, UN

Secretary-General Ban Ki-moon concluded that the answer to

both obesity and malnutrition is better nutrition. He emphasized

that NCDs can have their roots in poor nutrition during infancy.

US Secretary of State, Hillary Clinton, confirmed that ensuring

that women and children receive essential nutrients is crucial to
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Sustainable supply chains

DSM's supplier sustainability program covers both global

suppliers, who account for approximately 60% of its spend, and

local suppliers. The program comprises two main elements:

supplier conduct and supplier solutions. DSM invites all of its

suppliers to use their unique competences and capabilities to

contribute to the ECO+ solutions in its product pipeline.

Supplier conduct

DSM takes sustainability explicitly into account in the selection

and evaluation of suppliers by applying a Supplier Code of

Conduct (SCoC), which is based on the company's Code of

Business Conduct. The SCoC asks DSM's suppliers to show

their commitment to sustainable business practices with regard

to People (non-discrimination, health and safety, fair

remuneration), Planet (eco-footprint, product stewardship, local

community welfare, waste) and Profit (anti-bribery and

corruption, fair trade, confidentiality, transparency). At the end of

2011, more than 90% of DSM's external spend was covered by

the SCoC. The SCoC is an integral part of every contract as well

as DSM’s general purchase conditions. Every year some

50-100 suppliers are selected for closer evaluation. Evaluation

criteria and questions are directly derived from the SCoC. The

selection process is risk based, where a combination of various

factors, such as the nature of the product (for example

hazardous chemicals) or service, the country risk (which covers

the areas of labor conditions, corruption and greenhouse-gas

emissions), specific business risks (single source, very particular

material) as well as the size of spend determines whether a

supplier will receive a questionnaire or will be audited.

Between 2007 and the end of 2011 DSM received 344 self-

assessments from suppliers, covering approximately 30% of

external spend. A total of 81 of these were received in 2011.

DSM audited 125 suppliers in this period (of which 41 during

2011), covering 12% of external spend. In 2008 a supplier

classification was introduced. Based on the outcome of the audit

a supplier might receive the ranking A (no improvement needed),

B (small improvement program necessary), C (extensive

improvement program necessary) and D (the contractual

relationship will most likely be terminated or frozen). In 2011,

80% of the audited suppliers were ranked A and a further 10%

were ranked B. Some 7% got the score C. For these, follow-up

programs have been or are being executed. One supplier

received a D score and has been replaced, and the contractual

relationship with another supplier has been frozen until the

moment that the accusations of environmental laws breach are

cleared by the relevant court authorities.

In 2011, DSM requested an external party to execute 22 supplier

audits to further secure the high quality of its audit procedure.

For these external audits, too, the supplier selection process was

risk based. Initial results revealed that most of DSM's suppliers

had received A (68%) or B (27%) rankings, while a small

percentage had received a C (5%) ranking. For all suppliers

ranked C, follow-up programs have been started. No suppliers

received a D ranking from the external party.

The differences in supplier rankings between audits carried out

by DSM and audits carried out by the external party mainly stem

from the fact that these audits covered different regions. In 2011

DSM mainly audited European suppliers, while the external party

mainly audited suppliers in the Asia-Pacific region.

Supplier solutions

Using 2010 as a reference, DSM is working with suppliers to

reduce their carbon footprint by 20% by 2020. This has already

resulted in a number of incremental improvements via more

efficient synthetic routes, and there are also a number of radical

improvements in the pipeline, for example suppliers moving from

chemical routes to synthesis based on biorenewables, and

energy providers coming up with breakthroughs in the area of

renewable energy. To identify potential improvement areas,

several Life Cycle Assessments (LCAs) were carried out during

2011 jointly with suppliers. One of the most promising cases is

a new type of pallet used for transportation, whose eco-footprint

is approximately 60% lower than that of the most common pallet

types (plastic and wooden ones). The new pallet is made of
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100% waste materials, allowing approximately 10,000 tons of

virgin plastic (with 0% recycled content) to be saved every year,

which is equivalent to avoiding approximately 60,000 tons of

CO2 emissions.

As DSM is introducing more and more biorenewables into its

ECO+ product pipeline, it is key that these bio-derived or bio-

related materials are sourced in the most sustainable ways and

are compliant with DSM’s business strategy. To secure this,

DSM has drafted biodiversity and biomass policies based on a

number of international guidelines. Furthermore, for every

biorenewable and its related plant sources DSM aims to apply

more specific guidelines, like the Roundtable on Sustainable

Palm Oil guidelines for palm oil. The company has started

evaluating its bio-based raw material portfolio and how this might

change in the future, including potential risk factors relating to

the sourcing of each bio-based material. Possible key risk areas

identified so far are water use, land use, impact on biodiversity

and impact on mass balance (whether or not nutrients are left in

the soil).

To further increase the impact of such activities, a training

program has been prepared and will be rolled out in 2012 to give

the DSM Purchasing community and its supplier base the

relevant tools to perform some 20 LCAs, which may lead to a

substantial reduction of carbon footprints as well as

improvements in other areas, such as reduction of water usage

and the replacement of hazardous raw materials.

Donations

DSM’s Code of Business Conduct creates an agenda for making

a positive contribution not only to the world of business but also

to society as a whole. In line with this Code, DSM does not make

any payments or donations in kind to political parties or their

institutions, agencies or representatives. DSM focuses its

donations and sponsorships on activities that are connected to:

- DSM's know-how and competence base;

- DSM's business position; or

- DSM's present and future geographical presence (in this case

the donations and sponsorships are part of 'being an active

neighbor').

In 2011, DSM donated and/or made available more than € 5

million to a range of initiatives. DSM continued its long-term

commitments such as those to WFP and the Dutch Olympic

Committee (NOC*NSF). DSM also continued its humanitarian

initiative Sight and Life and made charitable donations to a

number of local causes. Many of DSM’s contributions draw on

the expertise of its micronutrient scientists or materials

specialists.

DSM and its employees developed many initiatives in 2011 to

create awareness for the WFP and to collect money. In June

2011, 23 DSM sites and over 3,500 employees participated in

Walk the World, a global advocacy and fund raising event to end

child hunger. In June DSM employees raised USD 146,000 for

WFP in Ethiopia in just under 10 days, enough to provide

584,000 meals to children through WFP’s School Meals

program. This amount was matched by a donation on behalf of

DSM’s Managing Board. In October DSM’s first ever global

employee fund raising campaign raised nearly € 100,000 for

WFP. In 2011 six DSM employees went on WFP volunteer

assignments in Zambia, Nepal, the Philippines and Indonesia.

Sponsoring

DSM continued its Innovation is our Sport™ program,

sponsoring various athletes and supporting them with

innovations in the fields of nutrition and materials. For DSM,

sports provide a platform to showcase innovations. Since 2001

DSM has been Innovation Partner of the Dutch Olympic

Committee (NOC*NSF).

DSM Art Collection

DSM has an extensive art collection that currently comprises

about 700 works. The DSM Art Collection includes works that

represent creativeness, innovativeness and concern for the

global and local environment.
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that embraces differences. An inclusive culture will contribute to

DSM’s business results in innovation.

The DSM Employee Engagement Survey (see below) serves as

DSM’s ‘navigation device’ for change. The 2011 outcome

supports the positive advancement of the DSM Change Agenda.

The results show that currently 62% of all DSM employees are

fully aware of the Change Agenda, of whom 84% feel they have

gained personal insights into what they can do differently in terms

of the three Change Agenda themes.

DSM Employee Engagement Survey

DSM’s HR strategy is about helping employees to successfully

deal with the challenges of a changing company in a fast-moving

global marketplace. The concept of employee engagement is

very important in this respect. An engaged workforce is critical

to DSM in realizing its ambitions. Engagement is about creating

an inclusive and high-energy working environment, where

employees are aligned and energized to contribute to the

company’s success. An engaged workforce delivers a

competitive advantage because engaged employees are highly

motivated. It is the backbone of a truly sustainable organization

capable of delivering its strategy.

In 2011 DSM executed its fourth worldwide Employee

Engagement Survey. Over 19,800 employees (including 1000

contractors) in more than 50 countries completed the

questionnaire that was distributed online and on paper in 17

languages to all DSM employees. This represents a very high

response rate of 91%, which exceeds the 90% response rate of

2010.

The main element in the survey is the measurement of DSM’s

Employee Engagement Index, the percentage of employees

scoring favorable on a combination of four attributes:

commitment, pride, advocacy and satisfaction. The Employee

Engagement Index measured in 2011 was 71%, the same as in

2010 and above the global overall norm (68%). The neutral

responses amounted to 19%, the same as in 2010. The DSM

score takes DSM within an 8 percentage point range of the

external benchmark of high performing companies (scoring 79%

favorable), which is the league DSM wants to be part of.

The scores improved slightly on most dimensions. The main

improvements compared to 2010 related to the DSM Change

Agenda and employees’ awareness of the DSM whistleblower

procedure. The dimensions that received the highest scores

were Safety (82% favorable), Teamwork (79% favorable),

Sustainability (77% favorable) and My Manager (77% favorable).

This reflects DSM’s strong focus on these areas of importance

and demonstrates that employees believe in a sustainable future

for DSM. The lowest scoring dimensions related to

Compensation (57% favorable), DSM’s Change Agenda (57%

favorable) and Inspirational Leadership (57% favorable). The

Change Agenda score was still low but showed the largest

improvement compared to 2010.

The survey results for the individual DSM units have been

translated into measurable action plans. DSM will continue to

use the Employee Engagement Survey to guide its Change

Agenda activities.

Talent management

DSM aims to create opportunities for its talent to maximize their

development. In 2011 several initiatives were started and/or

finalized:

- Full implementation of Career Management Online, supporting

the career management process and performance

development reviews, including succession planning.

- The development of the Career Compass website, which went

live in January 2012, providing transparency about career

opportunities at DSM.

- The development of the DSM Leadership Model, which will

specify the characteristics needed by future DSM leaders in a

simple, understandable and compelling way. This Leadership

Model will be finalized early in 2012.

- Further extension of Talent Summits toward the US, China and

Asia Pacific, with a strong focus on learning and networking.

Organizational learning

DSM strongly believes in the need to invest in the knowledge,

skills and experience of its employees to ensure their

employability. The company provides its employees with various

kinds of learning opportunities, including classroom and virtual

programs, on-the-job training, coaching and mentoring.

The DSM Learning Architecture consists of four program

clusters: Executive Programs, Management Programs,

Functional Programs and e-Learning Programs. This

architecture creates a common and coherent concept of

learning and program design, facilitates the development of a

DSM learning culture and provides enhanced learning for talent.

The programs are designed and delivered in close cooperation

with leading international business schools and global training

providers (IMD, Wharton, Erasmus University) and are supported

by a diverse internal faculty, primarily consisting of DSM’s Top

Management.

Other learning methods such as round table discussions,

business simulations, virtual classrooms, web-casting and team

assignments are integrated into the programs. This enables
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interactive knowledge sharing and stimulates peer-to-peer

networking in the organization.

In 2011 progress was made in designing and implementing

curriculae in the areas of marketing, sales and innovation. DSM

made a start on the worldwide deployment of the One DSM

Diversity and Inclusiveness Program to support the company’s

internationalization efforts and to strengthen its inclusive working

culture. Significant efforts were made to further increase safety,

health and environment (SHE) awareness via a global roll-out of

the SHE Leadership Experience (SHELEX) course. It is an

experiential, personalized, behavior-based course in which

people experience how their behavior affects others (in a positive

or negative way) and learn how they can use their strengths more

effectively. The set-up and content of the SHELEX course

supports DSM’s cultural change program. The number of

SHELEX enrollments for 2011 was close to 500, and the course

is now given in Europe, Asia and the US. Several DSM sites have

offered an adapted version of the course (based on the same

experiential learning format) to shop floor personnel. DSM also

continued to align the core curriculum with the scope of its

Change Agenda.

In 2011, six new programs were designed and introduced,

bringing the total number of available global learning programs

to 77.

Program portfolio Available

programs

2011

Available

programs

2010

Executive programs 8 8

Management programs 27 25

Functional programs 34 30

e-Learning programs 8 8

Total 77 71

In 2011, 3,059 DSM employees worldwide (from 43 different

countries; 2,153 male and 906 female) participated in the

learning programs of the DSM Business Academy (DBA). This is

an increase of 63% compared to 2010. More than 200 programs

were delivered in 9 countries – an increase of almost 100%

compared to the previous year. These increases were mainly due

to a significant rise in the number of programs and participants

in China, as well as the completion of more than 40 project

management programs in Europe. In addition to the DBA

offerings, DSM employees at all levels in the organization are

offered a wide variety of training opportunities (both on-the-job

and classroom training). The number of training hours per

employee increased from 25 in 2010 to 32 in 2011.
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Workforce composition

Diversity and inclusion

DSM believes that fostering an inclusive culture that embraces

differences will help to drive business results and innovation. A

workforce that is diverse and that shares the desired DSM

behaviors and mindsets will support a high performing culture.

Inclusion and diversity will moreover promote an outside-in

approach, lead to a better connection with end customers and

increase DSM’s focus on innovation, thereby strengthening the

company’s global presence. And finally, a more balanced DSM

leadership group (in terms of gender, nationality and

background) will improve the decision-making process as well

as the implementation of DSM’s strategy.

The diversity targets that the Managing Board had set for 2010,

and continued in 2011, focused on executives and top potentials

(gender and nationality). The number of women in executive

positions (36 in 2010) increased from 9% in 2010 to 10% (41

positions) in 2011. In addition to using an internal pool of women

candidates to promote into executive positions in the coming

years, DSM is making an effort to recruit female executives from

the external market. The growth of the non-European executive

population, relative to the growth of DSM in high growth

economies, will also continue to demand full attention from the

businesses and regional organizations.

DSM has defined diversity ambitions (in terms of gender and

nationality) for its business groups for the period 2011-2015 to

ensure that its organizational readiness is in line with its stretched

growth ambitions for 2015. DSM continues to address the

geographical distribution of management and other key

functions, with a keen eye on gender and nationality balance.
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The role of the DSM Diversity Council, chaired by DSM CEO Feike Sijbesma, is to facilitate diversity at DSM and to ultimately support

all DSM businesses in creating a sustainable inclusive environment, where diversity is fully embraced. This Council is strongly aligned

with DSM’s internationalization efforts to make further progress with the company-wide Change Agenda.
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In 2011, DSM recruited a total of 656 professionals (graduates and experienced hires), of whom 81% were non-Dutch and 39%

were women. The company wants to keep its focus on the diversity of these hires (nationality/gender) and build a strong diverse

talent pipeline to achieve sufficient 'diverse critical mass' in the organization. DSM wants to improve its labor market positioning

as an employer of choice, to ensure that the company is an attractive career option for talented individuals across all groups of

potential employees.

Total workforce hires

The total inflow of new employees into DSM in 2011 was 2,404. This does not include the inflow of employees due to acquisitions

(1,402).
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Outflow of employees

The total outflow of employees at DSM in 2011 was 3,493. A

total of 303 employees retired, 849 resigned of their own will and,

sadly, 6 employees died. In 2011, 438 employees were

requested to leave the company (for non-performance or non-

compliance reasons). A further 134 were made redundant due

to reorganizations that took place across DSM in 2011. A part

of the outflow (1,763 employees in total) was related to the

divestment in 2011 of DSM Elastomers, the deconsolidation of

Sitech and the partnership between DSM Anti-Infectives and

Sinochem Group.

International labor standards

Respect for people is part of the business principles outlined in

the DSM Code of Business Conduct that DSM launched in 2010.

DSM supports and respects human values as outlined in the

United Nations Universal Declaration of Human Rights. DSM’s

employees represent about 50 different nationalities and the

company supports the equal treatment of all employees

irrespective of race, nationality, ethnic background, age, religion,

gender, sexual orientation or disability. Respect for human rights

is also integral to DSM’s sourcing policy and Supplier Code of

Conduct. DSM utterly rejects and condemns any form of forced

labor or child labor, whether at its own premises or within its

supply chain. This is clearly stated in the DSM Code of Business

Conduct. DSM conducts due diligence before making any

investment decisions in order to exclude, among other things,

any relationships or practices which may be in contravention of

human rights.

DSM is a Dutch signatory to the United Nations Global Compact.

For an overview of how the Compact's principles are

implemented within DSM, see page 35. DSM also meets the

recommendations made in the OECD (Organization for

Economic Development) Guidelines for Multinational

Enterprises. Furthermore, DSM supports the work-related rights

defined by the ILO (International Labor Organization) and

therefore recognizes the International Labor Standards. In

countries or businesses where employees have third-party

representation via a works council or collective bargaining, DSM

respects these relationships and works with these third parties

in a mutually respectful manner. In the event of an organizational

restructuring that results in the loss of a significant number of

jobs, DSM develops and implements either a social program

(aimed at assisting employees to continue in employment,

whether inside or outside the company) or else a severance

program. DSM promotes employee empowerment and human

rights protection and therefore seeks dialogue with its

employees and their representatives (works councils, labor

unions).

DSM Code of Business Conduct

The DSM Code of Business Conduct, as introduced in 2010,

contains the company's business principles across the three

dimensions of People, Planet and Profit. All DSM employees are

expected to act in accordance with the Code, and the Managing

Board holds DSM management accountable for this

compliance. In 2011 the Code was further rolled out into the

organization. Presentations by management cascaded the

information throughout the organization, booklets were

distributed worldwide and a mandatory e-learning course was

made available in 17 languages. The full text of the DSM Code

of Business Conduct is available on www.dsm.com. The Code

serves as an umbrella for several other DSM regulations, such

as global trade controls and global competition principles and

practices, for which targeted employees completed e-learning

courses as well. In addition, compliance with competition law

and trade controls is being addressed via regular classroom

training sessions and e-learning. This is structurally embedded

in DSM's systems and processes. For example, DSM master

data is screened overnight to check customers and suppliers

against embargoes and sanctioned parties.

DSM applies zero-tolerance consequence management with

respect to deliberate violation of its Code of Business Conduct

policy. A whistleblower procedure (DSM Alert) and a

consequence management policy are in place to support

compliance with the Code. The DSM Compliance Officer

responsible for dealing with violations of the DSM Code of

Business Conduct reports to the CEO and is invited to report

independently to the Supervisory Board once a year. Proven

violations of the Code can result in immediate discharge. In line

with this policy, 24 employees were requested to leave the

company during 2011 for breach of the Code of Business

Conduct or other legal or local company regulations.

Compliance with the DSM Code of Business Conduct and with

legal and local regulations is regularly audited. DSM is unaware

of any cases of breach of human rights or the use of forced or

child labor within its operations in 2011.

Safety and health

DSM has set itself the target of reducing the Frequency Index of

recordable injuries (number of fatalities, Lost Workday Cases or

Restricted Workday Cases and Medical Treatment Cases per

100 DSM employees and contractors in one year) by 50% or

more (compared to 2010) by the year 2020. In 2010 this

Frequency Index was 0.57; the target for 2020 is ≤ 0.25. In 2011

the index was 0.53. The Frequency Index of Lost Workday Cases

involving DSM employees was 0.15 (2010: 0.15).

DSM’s performance in this area has fluctuated around this level

since mid 2009. It has proved to be difficult to improve it to a

next level. Over half of the accidents in 2011 related to ‘slips,

Report by the Managing Board

Highlights of 2011
DSM in motion: driving focused growth
Sustainability
Stakeholder engagement
People in 2011
Planet in 2011
Profit in 2011
Outlook
Innovation
External recognition

Integrated Annual Report 2011 www.dsm.com 47



trips and falls’, ‘sprains and strains’ or the work posture in which

the job was executed. For such cases improvements must come

from training, increased awareness, and behavioral programs as

well as improving ergonomics in work situations. Such programs

take some time to deliver success.

It is with deep regret that DSM reports the tragic death of a

contractor employee in 2011. On 13 September an electrician

from Austin Industrial lost his life while working on a high voltage

substation at the recently acquired DSM South Center property

in Augusta (Georgia, USA).

On 28 July a vapor cloud explosion followed by a fire occurred

at the recently acquired DSM-AGI Xinhua plant in Tainan

(Taiwan). As a result, seven employees were injured, five of

whom were hospitalized shortly after the explosion. Two

employees were seriously injured; one of them had burn injuries

to 70-80% of his body. To protect people from potentially toxic

substances that might leak out of the plant or might be released

from the fire, the authorities temporarily shut down the hospital

and the neighboring agricultural refinement factories, evacuated

the patients from the hospital and also evacuated approximately

1500 residents living in nearby villages.

DSM wants to eliminate fatalities altogether and has launched

specific initiatives (on top of the well-established general safety

programs) to reach this ambition, including the strengthening of

the implementation of a set of Life Saving Rules in 2011.

DSM’s Life Saving Rules focus on certain known high-risk

activities (for example entry into confined spaces, or driving)

where the company has experienced fatal accidents in the past.

Many of the rules already existed; strengthening their

implementation as Life Saving Rules provided an excellent

opportunity for highlighting the importance of the rules, and

discussing what they mean in the daily working environment and

how they should be applied. Via company-wide briefing sessions

in June and workshops in the second half of the year all DSM

employees and all contractors working on DSM sites were

involved in the roll-out of and discussions on these Life Saving

Rules.

Safety in logistics

In 2011 DSM finalized the implementation of standard practices

on a global scale to improve safety in the logistics chain. This

chain covers the transport of raw materials to DSM sites, all

DSM-internal logistics operations (unloading at DSM sites,

internal transport and storage and loading of finished goods) and

the transport of finished goods to customers. Historically,

logistics has accounted for 35% of all accidents and incidents at

DSM, so the new practices fill a clear need. Among other things,

they relate to safe working with tank cars and fork lift trucks as

well as the safeguarding of packaged goods for transport and

handling.

This has led to increased awareness and fewer accidents in the

supply chain. Supply chain accidents now account for about

15% of the total number of reportable accidents. Incidents in the

logistics area are carefully monitored and separately reported on

a quarterly basis.

SHE Award and SHE Improvement Award

To stimulate excellence in the field of SHE, DSM annually grants

a SHE Award to the DSM site that showed the best SHE

performance, and a SHE Improvement Award to the site that has

made the greatest progress in improving its SHE performance

over a number of years. All business groups are invited to

nominate sites or other parts of their organization for these

awards.

The nominees are ranked on the b51 523.343 l
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To enable the entire DSM organization to learn from incidents

occurring anywhere in the company, DSM has an internal

reporting system in place which includes communication to the

relevant groups of employees.

Employee health management

DSM is rolling out a global employee health management

program, Vitality@DSM. Participants are offered a Vitality Check

(an extensive periodic medical check-up) and are asked to fill out

an electronic questionnaire. This provides DSM with

anonymized, tangible and quantitative data on health at work,

enabling the company to monitor progress through performance

indicators, compare results by region as a basis for defining the

content and priorities of health promotion campaigns at site and

regional level, and create scorecards at relevant levels in the

company.

Vitality@DSM fits the company’s mission very well as it creates

‘brighter lives’ for the employees and addresses one of the global

trends (Health and Wellness) defined in DSM’s strategy for the

years 2010-2015. It was first implemented in the Netherlands in

2009. In 2010 and 2011 DSM made a start on the global roll-

out, with locations in China, India, the US and Brazil

implementing the program. At the end of 2011, more than 6,100

DSM employees worldwide had participated.

Based on the data collected until now, the highest employee

health risks at DSM relate to stress (mentioned by 72% of

participants in Asia, 67% in North America and 46% in Europe),

eating habits (North America 49% and Europe 43%), and lack of

exercise (Asia 70%). The ‘readiness to change’ score differs from

region to region and is taken into account in defining action

plans.

Occupational health

In 2011 a total of 6 occupational health cases were reported (the

same as in 2010). Reported cases feature physical ill-health

(3 compared to 5 in 2010) and psychological ill-health

(2 compared to 0 in 2010). One allergic reaction was reported

(1 in 2010). In 2011, DSM continued to increase its employees'

awareness of occupational health issues and to further improve

the reporting of all occupational health cases the company

encounters.
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Planet in 2011

Environment

Energy efficiency improved by 2% compared to 2010, compensating for a growth in production volume of the same magnitude.

The improvement compared to 2008 was 13%. Greenhouse-gas emissions increased slightly compared to 2010, from 4.5 to 4.6

million tons of CO2 equivalents. Compared to 2008, they increased from 4.2 to 4.6 million tons of CO2 equivalents (8%), largely

due to increased production volumes at greenhouse-gas intensive production units.

Water consumption increased by approximately 9 million m3 (6%) in 2011 compared to 2010, mainly as a result of shifts in

production volumes.

Significant improvements from 2010 to 2011 were achieved in emissions to air. VOC, NOx and SO2 emissions were all significantly

reduced due to structural improvements.

For other environmental parameters, the structural changes from 2010 to 2011 were limited.

Key environmental indicators, continuing operations

2011 2010

44 44

Water use (x million m3) 157 148

Greenhouse-gas emissions in CO2 equivalents (x million tons) 4.6 4.5

Emission of volatile organic compounds (x 1000 tons) 4.2 6.5

COD (Chemical Oxygen Demand) discharges to surface waters (x 1000 tons) 7.1 7.9

Environmental incidents 306 336

Environmental complaints 24 27

The changes in the reported figures from 2010 to 2011 are mainly the result of improvements achieved in the year 2011, some

non-structural deterioration and changes in production volumes.

Environmental targets

In the framework of its corporate strategy, DSM has defined long-term Safety, Health and Environment (SHE) targets for 2010-2015

and translated these into plans and activities in a Corporate Multi-year Plan Responsible Care (CMP). This CMP gives guidance to

the rolling 3-year plans of the business groups. In addition to SHE topics, the CMP 2010-2015 also addresses security as a strategic

subject. Quantitative targets have been set for six SHE topics (see table on page 51). For three other SHE topics, improvement

programs have been set up.

The eco-efficiency targets, representing the main emissions from DSM’s plants, are based on the principle that all DSM sites in the

world should as a minimum meet the standards as applied in the European Union or the US. New plants and major plant

modifications should meet this requirement right from the start, whereas existing plants should meet it within five years.
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SHE targets1

2015 2020

Safety at work - Reduction in number of serious incidents

by 65%

- Frequency Index of recordable

injuries ≤ 0.25

Process safety Reduction in number of process safety

incidents (PSI) by 50%

Reduction of PSI by 75%

Health at work Vitality@DSM target: at least 75% uptake per

project done, and ambition to reach 15,000

entries by 2015

Eco-efficiency Reduction of discharges to water:

- COD 20%

Reduction of emissions to air:

- VOC

- SO2

- NOx

40%

70%

30%

Reduction of waste:

- Landfilling non-hazardous waste 15%

- Energy-efficiency improvement of 20% by

2020 compared to 2008

- Reduction (absolute) in GHG emissions of

25% by 2020 compared to 2008

Water availability and use Reduction of water use (preliminary) 15% Final aspiration to be defined in 2012

1 Reductions compared to 2010, unless otherwise stated
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NOx

NOx emissions decreased by approximately 500 tons in 2011

compared to 2010, mainly because the two coal-fired steam

boilers at DSM Fibre Intermediates in Nanjing (China) were

closed in July. Other, smaller changes were largely due to

changes in production volumes.
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SO2

DSM’s SO2 emissions decreased by approximately 900 tons in

2011 compared to 2010. The main reason for this significant

decrease is that the two coal-fired steam boilers at DSM Fibre

Intermediates in Nanjing (China) were closed in July. Further

reductions were realized at the DSP sites in Toansa (India) and

Zhangjiakou (China).
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Discharges to water and landfilling of waste
COD

of the degree of pollution of wastewater by organic substances)

decreased by approximately 800 tons in 2011 compared to

2010. The main reductions were achieved at DSP, particularly

due to several changes at the site in Ramos Arizpe (Mexico), the

closure of the site in Cairo (Egypt) and the production stop at the

site in Zhangjiakou (China) since August. A further reduction

occurred at DSM Fibre Intermediates in Augusta (Georgia, USA).
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Non-hazardous waste

The landfilling of non-hazardous waste increased by

approximately 900 tons in 2011 compared to 2010. This is the

balance of reductions that were achieved at some sites and

increases at other sites. Significant increases occurred at two

sites of DSM Nutritional Products (Belvidere, New Jersey, USA

and Dalry in the UK). Both increases were largely of a non-

structural nature.
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Energy and greenhouse gases
Energy consumption

is the same value as in 2010 for the continuing operations.

Energy efficiency improved by 2% compared to 2010,

compensating for a growth in production volume of the same

magnitude. Compared to 2008, energy efficiency improved by

13%.

The most significant contribution to the improvement from 2010

to 2011 came from the DSM Fibre Intermediates sites in Nanjing

(China) and Augusta (Georgia, USA). At both sites, a combination

of higher output from the same equipment and energy saving

projects resulted in significant improvements. In addition, the

Nanjing site replaced steam supplied from its own relatively

inefficient coal-fired boilers with steam supplied from a more

efficient external supplier.
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On top of this, new initiatives to improve energy efficiency are

being developed. For instance, DSM Nutritional Products is

building a new combined heat and power (cogen) unit at its site

in Belvidere (New Jersey, USA). This unit will decrease DSM’s

energy consumption and greenhouse-gas emissions by about

0.5%.

DSM Pharmaceuticals, Inc. at Greenville (North Carolina, USA)

has developed an energy efficient lighting retrofit project. The

retrofit comprises the replacement of the approximately 12,000

lights at the facility and is designed to improve light levels and

reduce energy consumption and greenhouse-gas emissions of

DSM by approximately 0.1%.

Greenhouse-gas emissions

Compared to 2010, greenhouse-gas emissions increased

slightly, from 4.5 to 4.6 million tons of CO2 equivalents.

Compared to 2008, they increased from 4.2 to 4.6 million tons

of CO2 equivalents (8%). The most significant change in 2011

compared to 2010 was a shift from scope 1 (direct) to scope 2

(indirect) emissions. This was due to the discontinuation of the

boilers at DSM Fibre Intermediates in Nanjing (China).

Other changes in the period 2008-2011 were largely the result

of changes in production volumes, particularly at greenhouse-

gas intensive production units.

Some corrections were applied to DSM’s greenhouse-gas

reporting compared to previous years. The corrections were

applied over the whole reporting period 2008-2011.

- The most significant increase relates to N2O emissions from

the caprolactam plants of DSM Fibre Intermediates (Augusta,

Georgia, USA; Sittard-Geleen, Netherlands; and Nanjing,

China). Extended N2O measurements indicated higher

emissions than previously reported.

- This increase is more than outweighed by a decrease resulting

from a more consistent application of the Greenhouse-Gas

Protocol. The most important change is the use of country-

specific factors for the conversion of purchased electricity to

greenhouse-gas emissions, instead of the global factor that

was used before and that was clearly too high.

DSM strongly supports the development, adoption and

application of joint international standards regarding carbon

reduction. Therefore DSM strives for full adherence to the

Greenhouse Gas Protocol. Using the same standards and

calculation methods is the only way to be able to compare and

measure progress. However, there is one important point that



companies need to base their investment decisions on long-term

considerations. Just applying the calculations might therefore

not always stimulate companies to make the right decisions and

take the right actions (in terms of investments and energy

efficiency programs).

The overall effect of the above-mentioned changes and several

other corrections is a reduction in previously reported figures of

approximately 0.4 million tons of CO2 equivalents per year over

the whole reporting period 2008-2011.
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Water consumption

The following graph shows DSM’s global water consumption,

split up into surface water, groundwater and potable (tap) water.

Total water consumption increased by approximately

9 million m3 in 2011 compared to 2010. This is the balance of

reductions at some sites and increases at other sites. The most

notable increase occurred at DSM Pharmaceutical Products in

Linz (Austria) as a result of changes in production volumes of

different production plants at this site.

Water use 
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DSM aims to manage its water resources in a sustainable way,

taking into account the needs of present and future users and

the various factors affecting water use. Its ambition is to reach a

situation where its operations have no adverse effect whatsoever

on the availability and quality of groundwater or surface water in

the regions in which it operates. To achieve this, DSM is working

to: 

Improve its operations

For the period 2010-2015, DSM has set a global water

consumption reduction target of 15% (this preliminary target will

be reviewed in 2012 based on the outcomes of water risk

assessments) and a COD reduction target of 20%. In 2011 the

company started collecting semi-annual results on its

performance against these targets. DSM takes water use and

water scarcity into consideration as integral parts of its decision

making process to select new plant construction locations.

Increase awareness and knowledge of local site situations

DSM is using the period until the end of 2012 to carry out in-

depth water risk assessments at the sites located in (extreme)

water scarcity regions and to identify mitigating strategies. The

mitigating strategies are to be implemented by 2015.

Provide full transparency in reporting water performance

DSM publishes location reports of all DSM sites worldwide on

the internet, providing external stakeholders with detailed insight

into local situations. In 2009 DSM signed the CEO Water

Mandate and in 2011 it started reporting its water performance

within the Carbon Disclosure Project for water.

Promote improvements in the value chain

DSM is engaged in an ongoing dialogue with suppliers,

customers and industry peers to create sustainable value chains

by progressively enhancing the eco-footprint (including water

footprint) of products and processes across each chain.

Moreover, in the coming years DSM will increasingly require

suppliers to commit themselves to targets and assessments

similar to those applied by DSM, so as to achieve sustainable

water management in the supply chain. See also the chapter on

stakeholder engagement from page 36.

To improve the methodology of water footprinting, assessment

and awareness building, DSM is participating and collaborating

in associations and partnerships which address this topic. DSM

has for example joined the World Business Council for

Sustainable Development’s Water Leadership Group. The

company also actively participates in UN Global Compact

country networks to promote innovations in the process

industry, including process intensification or other technologies

stimulating the reuse of water. And finally, DSM is contributing

to the development of the ISO 14046 water footprint standard.
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Based on the water footprinting exercises conducted so far

(taking into account the water footprints of DSM’s value chains)

DSM has no known water related risk exposures within its supply

chains, has no known significant effects on water withdrawal

sources and has no known significant effect on water bodies or

related habitats due to water discharges.

"With our commitment to sustainability, DSM’s core value,

we are driving economic prosperity, environmental

progress and social advances to create sustainable value

for all stakeholders. It is becoming increasingly clear that

the lack of access to clean water and sanitation in many

parts of the world causes great suffering in humanitarian,

social, environmental and economic terms, and seriously

undermines development goals. That is why we aim to

achieve sustainable water management, that is, to manage

water resources taking into account the needs of present

and future users and applying practices aimed at

safeguarding this vital resource. We continue to develop

water risk assessments to mitigate operational, regulatory,

reputation and financial risks and address political,

economic, social, technological and environmental

considerations, as part of our continuing commitment to the

UN Global Compact's CEO Water Mandate."

Feike Sijbesma, CEO of Royal DSM

Biodiversity

Biodiversity and healthy ecosystems are key conditions for a

more sustainable world. They provide what are known as

ecosystem services: by fulfilling basic human needs such as

food, materials, clean water and fresh air, they sustain human

life. DSM considers the conservation of biodiversity and

ecosystems an essential part of sustainable development and

corporate (social) responsibility. It is DSM’s belief that companies

have an important role to play in the conservation of nature. This

is a learning process; it starts with building awareness, to be

followed up with actions to (1) assess DSM’s impact on

biodiversity and (2) preserve biodiversity wherever such an

impact occurs.

DSM supports the terms of the Convention of Biological

Diversity, being the conservation of biological diversity, the

sustainable use of the components of biological diversity and the

fair and equitable sharing of the benefits arising out of the

utilization of genetic resources. This has been embedded in

DSM’s management systems. At present, DSM has identified

eleven sites that are located at or adjacent to high biodiversity

areas. Together with stakeholders such as the International

Union for the Conservation of Nature and the World Business

Council for Sustainable Development, DSM will revise the

assessment of these sites in the coming period.

Raw materials

In 2011 approximately 8% of DSM’s total spend on raw materials

related to renewable raw materials. This represents an increase

compared to 2010, when this percentage was 7%. Contrary to

the environmental performance data, the percentages shown in

the graph below represent the actual spend in the pertinent year,

that is, including all units that have been divested. Martek, which

was acquired in 2011, has not yet been included.

The changes from year to year are mainly the result of these

divestments and changes in the production volumes of the

Materials Sciences businesses compared to the Life Sciences

businesses.
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Fines, sanctions, complaints and incidents
Fines and sanctions

site. All of these related to non-compliance of the site’s

wastewater discharge with local regulations.

The total amount paid in fines by DSM amounted to

approximately € 70,000, which is much lower than in 2010

(€ 670,000) and more in line with previous years.

To the best of DSM’s knowledge, no other fines or non-monetary

sanctions for environmental issues were incurred in 2011.

Environmental incidents and complaints

The total number of registered environmental complaints was 24

(27 in 2010), of which 13 were about odor, 8 about noise, 1 about

flaring and 1 about dust emissions. One complaint fell in the

‘miscellaneous’ category.
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Profit in 2011

Financial results

Income statement

x € million, continuing operations 2011 2010

9,048 8,176

1,296 1,161

866 752

Net finance costs (82) (93)

Share of the profit of associates 3 5

Income tax expense (147) (162)

Profit attributable to non-controlling interests (46) (18)

594 484

Net profit from discontinued operations, excluding exceptional items 21 63

Net result from exceptional items 199 (40)

814 507

14.0 14.6

EBITDA / net sales, continuing operations (in %) 14.3 14.2

Net sales

At € 9.0 billion, net sales from continuing operations in 2011 were

11% higher than in the previous year. Volume growth accounted

for a 4% increase in net sales. Selling prices were on average

7% higher than in 2010. The positive effect of 1% relating to

acquisitions and divestments was offset by the negative impact

of exchange rates. The graphs on the following page show the

development of sales by origin, by destination and by end-use

market.

Net sales by business segment, continuing operations 
(in %) 
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Operating costs

Total operating costs of continuing operations before

exceptional items amounted to € 8.2 billion, € 0.8 billion higher

than in 2010, when these costs stood at € 7.4 billion. Total

operating costs in 2011 included cost of sales to an amount of

€ 6.5 billion (2010: € 6.0 billion); gross margin in % of net sales

stood at 28% (2010: 27%).

EBITDA / net sales, continuing operations in 2011 
(in %) 
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Operating profit

The operating profit from continuing operations before

exceptional items increased by € 114 million (15%), from € 752

million in 2010 to € 866 million in 2011. The EBITDA margin

(operating profit before depreciation and amortization as a

percentage of net sales) increased from 14.2% in 2010 to 14.3%

in 2011.

Net profit

The net profit from continuing operations before exceptional

items increased by € 110 million to € 594 million. Expressed per

ordinary share, net earnings from continuing operations before

exceptional items increased from € 2.89 in 2010 to € 3.53 in

2011.

Net finance costs (continuing operations), before exceptional

items, stood at € 82 million in 2011, compared to € 93 million in

2010. The decrease was mainly a result of favorable hedge

results and lower interest costs.

At 19%, the effective tax rate in 2011 was 5 percentage points

lower than in 2010. The lower tax rate was a result of a different

geographical spread of results and the application of preferential

tax regimes, in countries where DSM is operating.

The net profit (total DSM) increased from € 507 million in 2010

to € 814 million in 2011, partly due to exceptional items and a

lower tax rate. Net profit per ordinary share increased from

€ 3.03 i

 



Cash flow

At € 882 million, cash provided by operating activities (total DSM) was 9.6% of net sales.

Cash flow statement

x € million 2011 2010

2,290 1,347

Current investments at 1 January 837 7

Cash and cash equivalents at 1 January 1,453 1,340

- Earnings before interest, tax, depreciation and amortization 1,430 1,226

- Changes in operating working capital (260) (19)

- Other changes (288) (104)

882 1,103

- Capital expenditure (477) (416)

- Acquisitions (929) (61)

- Sale of subsidiaries 513 363

- Disposals 229 14

- Change in current investments 748 (832)

- Other (77) (32)

7 (964)

(155) (206)

Repurchase of shares (357) -

Proceeds from re-issued shares 111 95

Other cash from / used in financing activities 59 (50)



Capital expenditure on intangible assets and property, plant and equipment amounted to € 528 million in 2011 and was above the

level of amortization and depreciation.

The operating working capital (continuing operations) was € 308 million higher than in 2010 and amounted to 20.2% of annualized

net sales (2010: 17.9%). Cash and cash equivalents including current investments decreased by € 143 million and amounted to

€ 2,147 million.

Capital employed by business segment at
31 December 2011, continuing operations  x € billion 
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Balance sheet profile1

in % 2011 2010

16 10

Property, plant and equipment 31 31

Other non-current assets 4 7

Cash and cash equivalents 18 14

Other current assets 31 38

100 100

54 53

Provisions 1 1

Other non-current liabilities 23 25

Other current liabilities 22 21

100 100

1 Before reclassification to held for sale

Dividend

DSM’s dividend policy is to provide a stable and preferably rising dividend. DSM therefore proposes to increase the dividend by

€ 0.10 to € 1.45 per ordinary share. This will be proposed to the Annual General Meeting of Shareholders to be held on 11 May

2012. An interim dividend of € 0.45 per ordinary share having been paid in August 2011, the final dividend would then amount to

€ 1.00 per ordinary share. The dividend will be payable in cash or in the form of ordinary shares at the option of the shareholder.

Dividend in cash will be paid after deduction of 15% Dutch dividend withholding tax. The ex-dividend date is 15 May 2012.

DSM reiterates that for the coming years the company intends to further increase the dividend to at least € 1.50 per ordinary share,

barring unforeseen circumstances and assuming that DSM will be able to fulfill its growth aspirations.
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strategy and will help make sure that the cross-fertilization

between the two fields is actively stimulated. The Managing

Board will decide on the composition of this portfolio.

Breakthrough innovation is increasingly happening in high

growth economies (especially in Asia). Therefore, expanding the

innovation drive to include high growth economies will be an

important element in DSM’s innovation efforts in the coming

years. In 2011 DSM established new Innovation Centers in China

and India to harvest the opportunities in these countries. This will

ensure a local influence on the company’s innovation approach.

The opening of the DSM China Science and Technology Center

in Shanghai marks a new stage in the development of DSM in

China, where the company has been doing business for nearly

50 years. The Center in Shanghai will be DSM’s main innovation

base in China and will form a vital part of the company’s global

science and technology innovation network. The new Science

and Technology Center integrates research and application

technology activities in the areas of materials sciences, chemistry

and biotechnology. Along with the DSM China Innovation

Center, the new Center covers the full range of DSM’s innovation

capabilities in both science and technology, as well as advanced

business development capabilities and the shaping of new

ventures.

Open innovation will continue to be a key driver to speed up

innovation. DSM will further expand the quality of its open

innovation, for example through licensing, which perfectly fits the

drive toward new business models in DSM. In addition, DSM will

speed up its venturing activities and increase its partnering

activities, not only in its key business areas but also in technology

areas as it aims to broaden and strengthen its technological

competence base.

As an example, in 2011 DSM expanded an alliance with Diadem,

an esteemed R&D institute in Moscow (Russia). Diadem will

produce purified enzyme samples for food application tests and

phage testing for DSM Food Specialties. In addition, the alliance

gives DSM more access to academia in Russia.

DSM’s broad high-quality technology base will continue to

provide a solid foundation and support for its innovation

activities. DSM will make sure its core competences remain in

top shape.

In 2011 DSM showed continued strong growth in innovation.

Sales from innovation products increased from 16% to 18%. The

large diversified portfolio of innovations yields a stable income

profile, which will be complemented by a broad range of new

launches that the company is currently developing. With its well-

filled pipeline DSM is confident the innovation contribution will

remain high after 2011.

Research and Development

Research and Development (R&D) plays a key role in the

realization of DSM’s innovation strategy. Most of the annual R&D

expenditure is directed toward business-focused R&D

programs. In addition, DSM has a Corporate Research Program

in place to build and strengthen the technological competences

the company needs to execute development projects.

R&D expenditure (including associated IP expenditure),
continuing operations

x € million 2011 2010

200 174

Pharma 67 62

Performance Materials 128 123

Polymer Intermediates 18 15

Innovation Center 42 31

Corporate activities 21 19

476 424

Total R&D expenditure as % of net

sales 5.3 5.2

Staff employed in R&D activities 2,520 2,281

Innovation and R&D in Life Sciences

In the Nutrition cluster, innovation is a key driver of differentiation,

covering the entire product cycle.

DSM opened a state-of-the-art Nutrition Innovation Center in

Parsippany (New Jersey, USA). This new center and the centers

already operational in South America, Europe and Asia will

enable DSM to serve the demands of regional customers in

developing tailor-made products that address particular needs

of specific local markets.

The European Food Safety Authority (EFSA) issued a positive

opinion on DSM Nutritional Products’ application pursuant to

Article 14 of the Nutrition and Health Claim Regulation on the use

of Vitamin D to reduce the risk of falling and fractures. On the

basis of the data presented, EFSA concludes that a cause and

effect relationship has been established between the intake of

vitamin D and a reduction in the risk of falling.

DSM Nutritional Products’ geniVida® (branded genistein) has

been shown to reduce levels of prostate specific antigen (PSA)

in men with early prostate cancer. A study to that effect was

published in October 2011.
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DSM and the University Medical Center Groningen (Netherlands)

have signed an agreement and will cooperate in research

projects on the role of micronutrients, in particular vitamins, in

healthy human development and longevity.

DSM Nutritional Products introduced ß-carotene 10% Emulsion

Red for improved performance in food and beverage

applications. Offering manufacturers an allergen-free route to

colorful beverages, the new easy-to-use liquid emulsion product

is suitable for vegetarians and designed to appeal to a wide

range of consumers.

According to a study published in June 2011 in the Journal of

the American College of Nutrition, free lutein has a better

bioavailability or absorption than lutein esters, enabling a higher

utilization by the body. Lutein and zeaxanthin, both produced by

DSM, are two dietary carotenoids which accumulate

physiologically in a specific part of the retina, the macula lutea or

'yellow spot' referred to as the macular pigment (MP). Higher

levels of MP are associated with a decreased risk of age-related

macular degeneration (AMD) and improved visual function.

PowerBar has launched ISOMAX – a new high-performance

isotonic beverage powder for endurance athletes that contains

DSM’s PeptoPro®. The new formula contains functional

ingredients including a mix of five electrolytes, caffeine and

C2MAX, a carbohydrate blend designed for maximum energy

delivery. The inclusion of PeptoPro® facilitates efficient amino

acid delivery during intense physical exercise, when the body’s

digestive capacity is heavily compromised. The new formula

combines optimal functionality with great taste and ease of

preparation.

DSM Nutritional Products launched REGU®-FADE, a high-

performing and fast-acting skin brightener. The ingredient has

proven its performance in human efficacy studies in which it

produced visible effects in only two weeks.

DSM Food Specialties launched Maxavor® YE All Natural – a

range of 100 per cent natural savory flavor ingredients. Globally

certified as natural, it combines the functionality of thermal

process flavors (which are no longer considered natural under

new EC regulation) with a natural yeast extract label declaration.

The range is the first of its kind to adapt to changing global flavor

regulations relating to the term ‘natural’.

DSM Food Specialties is expanding its food protection activities.

At the end of 2011 it successfully concluded initial tests toi

i



Several global customers in the personal protective equipment

market have launched new ranges of gloves featuring the

Dyneema Diamond Technology. These gloves combine comfort

and dexterity with high levels of cut resistance. Too often,

accidents happen because workers in hazardous occupations

remove lesser-performing gloves either because they limit

movement or become uncomfortable to wear due to heat or skin

irritation. DSM has overcome this, which contributes to worker

safety. Additionally, these new gloves are resistant to industrial

laundry cycles, so they can be washed and re-used several

times. This means they have a significantly lower environmental

footprint than gloves that cannot be washed and re-used.

In 2011 DSM launched NeoCryl™ B-300, a patented inert solid

acrylic resin that offers enhanced adhesion properties to plastic

substrates to which adhesion is difficult to obtain. It can be used

in energy curable printing inks, overprint varnishes and coatings.

Following its successful introduction of outdoor grades of

Uralac® EasyCure™ (powder coating resins curing at low

temperatures) in 2009, DSM launched the first Uralac®

EasyCure™ product designed for indoor applications, Uralac®

P 3170, in 2011. Offering good flow, non-blooming properties

and good storage stability, the product heralds the next

generation of low temperature curing resins for indoor

applications.

DSM launched the composites industry’s first full range of zero-

styrene resins. These resins, which are suitable for a variety of

market applications, possess excellent resistance to many

chemicals, and their styrene emissions during use are close to

zero. Some of the products, developed specifically for food

contact applications, have the added benefit of being made in

line with Good Manufacturing Practice (GMP) standards.

DSM introduced its latest composite resin – Atlac® 5200 FC -

developed specifically for use in composite applications that

involve contact with food and water. This new vinyl ester resin is

fully compliant with the European regulations on food contact

and made in line with commonly accepted GMP standards for

the food industry.

DSM’s eco-friendly line of UVolve® Instant Floor Coatings has

received NSF registration for incidental food contact, making it

an efficient and highly sustainable solution for food and beverage

facilities where processing, handling, packaging and storage

occurs, including restaurants, grocery stores and cold storage

areas. NSF registration assures inspection officials and end

users that the formulation and labels meet food safety

regulations.

DSM announced the further optimization of its KhepriCoat™

solar anti-reflective coating system. The improvements have

already resulted in a significant contribution to the first

multicrystalline-silicon solar panels in the world to achieve a

conversion efficiency of 17%.

Innovation at the crossroads of Life Sciences and Materials

Sciences

Combining DSM’s strengths in Life Sciences and Materials

Sciences has led to new innovative products. An example is

Pack-Age™, a special cheese ripening solution. Pack-Age™ film

is breathable to moisture but forms a barrier to gases spoiling

the product. A life cycle analysis conducted in 2011 shows that

Pack-Age™ reduces the carbon footprint of cheese production

by 9%. If a cheese producer with an output of 30 kilotons per

year were to use Pack-Age™ instead of traditional coating for its

entire production volume, the CO2 emissions avoided would be

equivalent to 7,000 car trips around the world.

DSM and Svelte Medical Systems, Inc., a privately held company

developing next generation endovascular therapies, announced

they have entered into a license and supply agreement granting

Svelte the right to use DSM’s proprietary bio-erodible amino acid

based drug carrier in the design of a non-thrombogenic, non-

inflammatory drug-eluting stent.

New test results indicate DSM’s VitroStealth® coating can be

used in the design of biosensors, such as those for continuous

glucose monitoring. VitroStealth® is a durable and non-fouling

coating designed to prevent unwanted protein absorption and

cellular adhesion on synthetic surfaces. Study data indicates that

VitroStealth® does not inhibit the transport of glucose or oxygen

through coated filters.

DSM started a successful collaboration with vascular catheter

developer and manufacturer PendraCare resulting in the launch

of PRIMUM guiding catheters.

DSM also entered into a licensing agreement with FH Group, an

orthopedic device manufacturer and distributor. The agreement

grants FH Group the use of Bionate® PCU, a proprietary DSM

Biomedical polymer, in its LP-ESP® (lumbar) and CP-ESP

(cervical) disc replacement products. DSM Biomedical’s

Bionate® PCU was chosen as the material for the disc

replacement elastomer core based on its biocompatibility and

elastomeric quality, enabling the implant to mimic the motion of

the human disc.

Sustainable innovation

DSM’s Triple P philosophy is about serving the needs of people

and the planet in profitable ways. Below are a few illustrative

examples of how DSM puts this philosophy into practice.
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Cradle to Cradle®

Modeled directly on nature’s ability to renew itself cyclically

without generating any waste, Cradle to Cradle® manufacturing

systems are essentially waste free – they extract raw material,

make use of it, and then place it back into the value chain as a

raw material.

The Cradle to Cradle® philosophy fits perfectly with DSM’s core

business and sustainability drive. DSM is therefore an ideal

partner for customers embarking on Cradle to Cradle® as a new

way to find solutions for existing and emerging market needs.

A number of leading furniture manufacturers, including Giroflex

and Herman Miller, are now adopting Cradle to Cradle® designs.

DSM works with both these manufacturers; Giroflex has

selected DSM’s Akulon® polyamide 6 for its chair arms, seats,

backs and bases, and Herman Miller uses Arnitel® in its Mirra

office chair.

DSM’s collaborations with Giroflex and Herman Miller are

examples of how Cradle to Cradle® has become a focal point for

entire value chains to work on sustainable products and

processes. Achieved only through open and collaborative

innovation, teamwork and long-term partnerships, Cradle to

Cradle® is a great inspiration on the path toward sustainable

systems that are good not only for the environment, but also for

business.

Faster, more fuel efficient planes

DSM has worked with LH Aviation (supported by Magellan

Industries) in Melun (France) to develop the LH-10 Ellipse, an

exceptionally light two seater aircraft made of DSM’s Aeronite®

resin and carbon fiber. The Ellipse offers shorter production

times, higher flight speeds and greater fuel efficiency than any

similar plane. Flying at 370 kilometers per hour – 150 kilometers

per hour faster than other planes in its class – it is able to cross

the whole of France (1600 km) in one flight without refueling,

consuming around 18 liters of fuel per hour. That is less than 5

liters per 100 kilometers, which is significantly less than the

average car.

DSM’s composite resin technology has helped make this

happen. Besides offering high strength and light weight,

Aeronite® can be manufactured very efficiently at room

temperature, making manufacturing more energy efficient and

helping LH Aviation build the Ellipse more quickly than any similar

aircraft.

The rural school of the future, today

August 2011 saw the opening of India’s first school made of

composite materials from DSM. The school, situated in the

village of Kusgaon, Pune, is a demonstration of DSM’s

commitment to using its bright science to create brighter lives

today and for generations to come.

The school brings a number of innovations to Indian education.

Made of composite materials, its lightweight and modular nature

means it can be built within a week by four non-skilled workers

without the need for any specialist equipment, saving time,

money and impact on the local environment compared to

traditional schools made from concrete. Its excellent mechanical

properties and attractive design have also created a safe, strong,

well-insulated and inspirational learning environment.

As the world’s biggest producer of vitamins and micronutrients,

DSM has also formulated a nutrition program that will help the

students attain their full academic potential. It has been

calculated by the Copenhagen Consensus think tank that

achieving adequate micronutrient levels in a country’s population

can impact its GDP by as much as 2%.

For Santosh Gaikwad, headmaster of the school, the value DSM

brings to Kusgaon was not limited to the physical structure of

the classrooms: “We should not underestimate the role of this

school in creating the right conditions for our students to thrive.

With world-class facilities, equipment and nutrition, our model

school is now ready to educate our country’s next generation.”
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Working to combat vitamin D deficiency

Vitamin D deficiency is a serious health threat that has been

linked to a variety of health problems such as osteoporosis (the

softening of bones), cardiovascular disease, diabetes, asthma,

hypertension and more.

Staggeringly, this problem affects the vast majority of people,

even in the developed world. A recent National Intake Survey for

Germany indicated that 91% of women and 82% of men do not

attain their recommended daily intake. The problem is even more

prevalent in lower income countries in Africa, Asia and Latin

America.

Finding a solution to this problem is not as straightforward as it

might seem. Making vitamin D supplements or fortifying foods is

one thing, but figuring out how to get the right quantities of the

vitamin into the body in a bioavailable form is a problem that has

challenged nutritionists for decades. It is also becoming

increasingly important to find sustainable ways of manufacturing

vitamins.

DSM, the world’s largest provider of vitamins, collaborated with

an important stakeholder, the International Osteoporosis

Foundation to create a global map of vitamin D status and

worked with other leading research organizations to initiate

studies on the bioavailabilit





In 2011 DSM's activities were grouped into four clusters: Nutrition, Pharma, Performance Materials and Polymer Intermediates. In

addition, DSM reports separately on the DSM Innovation Center and on Corporate activities.

Net sales, continuing operations

x € million 2011 2010

3,370 3,005

Pharma 677 739

Performance Materials 2,752 2,507

Polymer Intermediates 1,820 1,398

Innovation Center 60 50

Corporate activities 369 477

9,048 8,176

Operating profit plus depreciation and amortization
(EBITDA), continuing operations

x € million 2011 2010

735 684

Pharma 36 61

Performance Materials 293 283

Polymer Intermediates 380 223

Innovation Center (57) (49)

Corporate activities (91) (41)

1,296 1,161

EBITDA / net sales, continuing operations

in % 2011 2010

21.8 22.8

Pharma 5.3 8.3

Performance Materials 10.6 11.3

Polymer Intermediates 20.9 16.0

14.3 14.2

Operating profit (EBIT), continuing operations

x € million 2011 2010

577 551

Pharma (8) 3

Performance Materials 162 163

Polymer Intermediates 339 186

Innovation Center (69) (64)

Corporate activities (135) (87)

866 752

Capital employed at 31 December

x € million 2011 2010

3,019 2,035

Pharma 802 888

Performance Materials 2,016 1,774

Polymer Intermediates 397 354

Innovation Center 174 112

Corporate activities 173 101

6,581 5,264

Discontinued operations - 204

6,581 5,468

Capital expenditure and acquisitions

x € million 2011 2010

950 153

Pharma 87 76

Performance Materials 258 118

Polymer Intermediates 81 46

Innovation Center 40 7

Corporate activities 84 51

1,500 451

Discontinued operations 2 25

1,502 476

Review of business in 2011
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R&D expenditure (including associated IP expenditure),
continuing operations

x € million as % of net sales

2011 2010 2011 2010

Nutrition 200 174 5.9 5.8

Pharma 67 62 10.0 8.4

Performance

Materials 128 123 4.7 4.9

Polymer

Intermediates 18 15 1.0 1.0

Innovation Center 42 31 70.0 62.0

Corporate activities 21 19 5.7 4.0

Total 476 424 5.3
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Life Sciences

DSM’s Life Sciences activities are bundled
into two clusters: Nutrition and Pharma. In
2011, these two clusters represented 45% of
DSM’s net sales from continuing operations.

Life Sciences sales (2011)
(x € billion)

■ DSM Nutritional Products   
■ DSM Food Specialties   
■ DSM Pharmaceutical Products   
■ DSM Sinochem Pharmaceuticals 

3.0

0.3

0.4

0.3

Nutrition
sales by end-market (2011)
(in %)

■ Health and Nutrition 

100

Pharma
sales by end-market (2011)
(in %)

■ Pharmaceuticals   
■ Agriculture   
■ Other 

89

10 1
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At DSM we believe Bright Science can take us there.

I want a 
brighter world.







care. It is the world’s largest producer of vitamins. DSM’s best-

in-class biotechnology platform has led to the launch of several

profitable food enzymes, and DSM has maintained its leadership

position in animal nutrition enzymes through continued close

collaboration with Novozymes.

In personal care, DSM focuses on sun, hair and skin care, UV

filters and skin actives. The nourishment and health of the skin

are key to overall health. The company uses its deep resins

knowledge in Materials Sciences to create innovative new hair

care products.

DSM is a front-runner in terms of product quality and innovation,

regulatory and technical expertise and customer and consumer

understanding. It is also seen as an opinion leader in nutritional

science. This is becoming a key element in the company’s

ongoing development. As well as helping to build its own

institutional knowledge and customer and stakeholder

confidence, opinion leadership also potentially enables DSM to

actively engage in discussions around nutrition guidelines, policy

and practices with high level decision makers and authorities

around the world.

DSM Nutritional Products
Key drivers of profitability

Leadership in global markets: differentiation, innovation, scale,

cost and quality

Strong customer value proposition – Quality for Life™ program

Long history of nutrition innovation

Value strategy

Premix footprint expansion in high growth economies

Focus on quality and manufacturing excellence

Key success factors

Global sales, marketing and distribution network including

global/regional key account management

Highly motivated and skilled workforce

Premix plants global footprint

Innovation (products, concepts and processes)

Complete product portfolio and full value chain player

Strong differentiation

DSM Food Specialties
Key drivers of profitability

Innovation in enzymes, savory ingredients and bio-actives

Scale and production efficiency

Key success factors

Innovation and value differentiation

Key customer intimacy

Global distribution network

Quality and application know-how

Respecting the future

DSM is committed to continuously improving the

sustainability of both its own operations and the value

chains in which it operates. The company’s strategy is to

provide customers with solutions that enable them to

improve their eco-footprint.

DSM Food Specialties is the first DSM business group to

have drawn up standardized reports, called Environmental

Product Declarations, in which it shares the environmental

consequences of its products with its customers. The first

Environmental Product Declarations concern products

(enzymes) that have an eco-footprint of their own, but

reduce the customer’s footprint a great deal more.

Examples are Brewers Clarex™, which prevents chill haze

formation in beer, and Panamore®, an emulsifier used in

bread baking. If all the beer produced worldwide in one year

were stabilized with Brewers Clarex™, the greenhouse-gas

emissions avoided (compared to the use of classical

powdered beer stabilizers) would be equivalent to the

annual carbon footprint of 100,000 Western European

people. And if Panamore® were used by every bakery

around the world, the CO2 emissions avoided would be

equivalent to the annual carbon footprint of 15,000 people.

The purpose of Environmental Product Declarations is

threefold: they give DSM and its customers insight into the

eco-footprint of their production activities, they help reduce

the overall footprint and they have a commercial appeal.

The cluster in 2011

The Nutrition cluster made steady progress in 2011, with

continued strong business fundamentals. A series of strategic

actions over the past few years have resulted in steady sales

growth and, more importantly, a step change in profitability.

These actions specifically addressed structural changes to the

competitive landscape and a favorable shift in market dynamics,

while also deepening the company’s offering in terms of quality

and customer service. A continued strong focus on operational

excellence has underpinned cost control.

The Nutrition cluster has proven its resilience by sustaining

EBITDA levels even through the recession in 2008-2009. A focus

on value over volume in all areas of the business has boosted

DSM’s understanding of where it can add value to customers’

business. This focus also drives DSM’s differentiation strategy,

ensuring it concentrates on profitable approaches, including

activities that take it further down the value chain.

Review of business in 2011
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DSM Nutritional Products is a full value chain player and has a

broad portfolio of micronutrients, with product offerings fully

anchored in nutritional science, and production and delivery

executed in a tight framework of quality management. The

company aims to expand the range and scope of available active

ingredients, and to increase the geographical reach of its

products. Major progress has been made in these fields through

the acquisition of Martek Biosciences and of two companies in

the field of natural carotenoids: Microbia (Massachusetts, USA)

in 2010 and Vitatene (Spain) in 2011.

Martek has a strong position in PUFAs (polyunsatured fatty

acids) for infant nutrition and an emerging position in food and

beverage applications, especially in the US. Its acquisition of

Amerifit, a growing business supplying branded dietary

supplements with very specific health benefits, provided an

innovative marketing channel for Martek ingredients and is now

providing a similar channel for selected DSM ingredients.

DSM will use its global market reach, technology base and

application capabilities to further accelerate the growth of

Martek’s product portfolio outside of the US as well as in

applications and market segments such as animal nutrition,

food, beverage and dietary supplement applications worldwide.

The acquisition of Martek will drive continued, rapid and

profitable growth for DSM’s Nutrition business.

Furthermore, Martek’s algal and other microbial-based

biotechnology platform and its robust biotechnology pipeline,

which complements the rest of DSM’s portfolio, are expected to

deliver new growth opportunities in Life Sciences and Materials

Sciences. The acquisition was fully integrated in the course of

2011.

The Martek acquisition was included in the results of DSM

Nutritional Products as of 25 February 2011 and added € 284

million to sales and € 88 million to EBITDA.

DSM’s Human Nutrition & Health (HNH) business is focused on

understanding the intricate relationship between nutrition and

human health. At its heart is nutritional science supported by

clinical studies aimed at improved micronutrient supply, based

around the well-known vitamins, nutritional lipids and

carotenoids as well as an array of new nutritional ingredients.

Ongoing expansion of the network of Animal Nutrition & Health

(ANH) premix plants into new markets (China, India, South

Korea, Romania, Russia, Ecuador and Colombia) has given DSM

a closer connection to new customers and access to additional

geographies and segments. In addition, the franchise operation

in China, which was set up to give DSM direct access to smaller

companies and farmers, was further strengthened.

In 2011 DSM acquired the premix unit of Fatrom, the leading

feed premix manufacturer in Romania, following the acquisition

of the feed premix unit of Bayer in South Korea in 2010. Newly

built premix plants were opened in India, China, Russia, Ecuador

and Colombia in 2011.

DSM Food Specialties continued its growth path in 2011 with

further, stronger growth in food enzymes, cultures and savory

ingredients. The business group has set itself an aggressive

growth strategy for 2015: it aims to be the fastest growing force

in enzymes, cultures, savory taste and other bio-ingredients by

competing aggressively at the highest level, building business in

high growth economies, and helping customers to succeed

through innovation. In 2011 it reaped the first fruits of this

strategy with growth percentages of more than 10% in each of

its segments.

The focus on bio-ingredients – specialty products based on

fermentation processes, such as yeast extracts, cultures and

enzymes – continues in the BRIC countries as well as in more

traditional markets such as Europe and North America. DSM has

the requisite expertise in enzyme and fermentation technology

to take a leadership position in this market. The growth in food

enzymes is expected to continue, as enzymes bring cost savings

and sustainable production closer to the food manufacturer by

accelerating certain reactions during production, reducing raw

material usage, and reducing waste, emissions and energy

need.

The market for cultures and probiotics is expected to continue

to grow as a result of the trend toward health and the growing

consumption of fermented milk products, while savory

ingredients meet the market demand for natural ingredients and

sodium reduction. Under the new flavor legislation that came into

force in January 2011, all process flavors are by definition no

longer natural.

DSM Food Specialties succeeded in strengthening its position

in the various regions in 2011 by developing and producing

products tailored specifically to local markets, and also through

regional co-operation, regional application labs and acquisitions

and partnerships.

In 2011 DSM Food Specialties finalized a joint venture agreement

with Jiangsu JieCheng Bio-Engineering Co., Ltd. for the enzyme

activities of Yixing DiCheng Biotechnology Co., Ltd., creating a

new company, DSM (Jiangsu) Biotechnology Co., Ltd. Through

this venture DSM is further reinforcing its global position in food

enzymes. The global market for enzymes amounts to € 2 billion

and is growing by 6-8% per year. The Chinese market for food

enzymes is one of the world's largest and is experiencing growth

Integrated Annual Report 2011 www.dsm.com 78



rates well above the global average. DSM holds 85% of the

shares of DSM (Jiangsu) Biotechnology Co., Ltd.

This joint venture is DFS' next step in strengthening its position

in China. In 2010 it had started a joint venture with Zhejiang

Zhongken Biotechnology Co., Ltd. This new joint venture

focuses on the production and marketing of gellan gum, a

valuable addition to DSM Food Specialties’ product portfolio and

a close fit with its biotechnology expertise and process

capabilities.

The Nutrition cluster’s performance in 2011 was above that of

2010, including the Martek acquisition. Organic sales growth

was 4% due to higher volumes across all businesses and stable

pricing. The cluster remained focused on its value over volume

strategy. Since DSM Nutritional Products is headquartered in

Switzerland, the cluster was impacted by the strong valuation of

the Swiss franc, which affected EBITDA performance. Excluding

the currency exchange impact, the business would have

delivered another record year.

The Quality for Life™ seal – which stands for quality, reliability,

traceability and sustainability – emphasizes DSM’s commitment

to the highest and most comprehensive standards, delivering on

customers’ and consumers’ desire for peace of mind.

Looking ahead

The key elements of the growth strategy for the Nutrition cluster

are:

- Innovation

This comprises market driven product, process and system

innovation, continued improvements via incremental

application-driven innovations and open innovation with key

customers and other partners.

- High Growth Economies

This is about securing growth in the high growth economies

by developing and producing products tailored specifically to

these markets as well as through regional partnerships and

acquisitions.

- Continued strengthening of the core of the business

This involves continuous development/improvement in

operations and in the supply chain, continuous development

of delivery systems and forms technologies, expansion of the

premix network and services, strengthening of nutritional

science and advocacy, and continuous development and

improvement in quality management. In short: building and

strengthening capabilities to ensure the cluster delivers more

value, more efficiently.

- Increased leveraging of the cluster’s unique full value chain

position

This will be done by broadening the portfolio of ingredients.

- Establishment of new growth platforms in adjacent areas

The aim of this element is to expand the breadth of the

cluster’s operations. Within the existing business, personal

care is a good example of a new growth platform. Acquisitions

are seen as the vehicle to deliver other new growth platforms.

The Nutrition cluster has delivered a CAGR (Compound Annual

Growth Rate) of 6% over the last five years with net sales

reaching € 3.4 billion in 2011. Overall, DSM continues to see

strong market conditions in animal nutrition, as high grain and

commodity prices increase the importance of feed efficiency.

The human nutrition market includes segments with varying

growth potential. For 2015 the Nutrition cluster maintains the

financial targets set in 2010: to grow by 2% above global GDP

growth and to operate at an EBITDA margin of at least 20% with

an overall aspiration of 23%.

The impact of the substantial strengthening of the Swiss franc in

2011 was mitigated by a € 50 million currency hedge gain, which

effect will not occur in 2012. Despite this, DSM anticipates that

its Nutrition business will continue to make further progress in

2012. EBITDA is expected to be above 2011.

Review of business in 2011
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DSM brings ‘1000 Days’ concept to China

Nutrition levels before birth and up to the age of two have a

major impact on a child’s future mental and physical health.

If a child does not receive the right mix of micronutrients

(vitamins and minerals) during these ‘1000 days’, it will be

stunted for life.

Micronutrient deficiencies in children are very common in

poor rural areas in China. This ‘hidden hunger’ results in

anemia and slow growth and development. In 2010, the

percentage of anemia in children in these areas was found to

be an alarming 40-50%, the overall prevalence of anemia in

China being 24-28%.

Until recently, governments and NGOs in China did not

actively address hidden hunger in children, their focus being

on general education and on combating serious diseases.

But in 2008 the Chinese government created a new standard

for infant food and approved DSM’s Yingyangbao, as it is

called in Chinese, which means ‘A Bag full of Nutrients’- for

babies of 6-36 months. DSM, along with other parties, had

for many years been actively promoting the importance of

micronutrients for the proper development of babies.

Yingyangbao is very suitable for children of 6-36 months,

because it is a nutritious meal in itself when dissolved in for

instance soy milk, and it offers an affordable alternative to

poor people or low income parents compared to infant food

available in the market.

In 2009 the China Development Research Foundation used

DSM’s Yingyangbao fortified soybean powder in a child

nutrition intervention program in Qinghai, one of the poorest

provinces of China. After one year the number of stunted and

anemic children was found to have been drastically reduced.

Motivated by these positive results, the China Children and

Teenagers Foundation (CCTF) launched a program in May

2011 to provide Yingyangbao to children of between 6 and

36 months in the whole of China. DSM (the main supplier of

Yingyangbao) was chosen as the nutrition partner in this

program. DSM will also support CCTF in expanding the

program to include children up to the age of 6 and eventually

all target population groups in China.

DSM’s Nutrition Improvement Program (NIP) has been

actively working with all parties to focus attention on

children’s micronutrient deficiencies and to develop policies

and product standards. A global team of NIP experts

supports local organizations by sharing experiences and

know-how and solving issues that arise in the field.
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Leveraging
partnerships for
growth

Net sales

€ 677 m

x € million 2011 2010

DSM Pharmaceutical Products 409 392

DSM Sinochem

Pharmaceuticals1 268 347

677 739

(8) 3

Operating profit plus depreciation

and amortization (EBITDA) 36 61

Capital expenditure and

acquisitions 87 76

Capital employed at 31 December 802 888

ROCE (in %) (1.0) 0.4

EBITDA as % of net sales 5.3 8.3

R&D expenditure 67 62

(headcount) 3,324 4,079

1 DSM Sinochem Pharmaceuticals, in which DSM has a 50% interest, has been

proportionally consolidated from 1 September 2011

Business and trends

The Pharma cluster includes the business group DSM

Pharmaceutical Products (DPP), one of the world’s leading

custom manufacturing suppliers to the pharmaceutical industry.

Many of today’s medicines around the world contain ingredients

produced by DPP. The cluster also includes DSM's 50% interest

in the DSM Sinochem Pharmaceuticals joint venture (DSP). DSP

was formed from the former DSM business group DSM Anti-

Infectives (DAI). DSP is one of the few producers and marketers

of beta-lactam active pharmaceutical ingredients with a global

presence, using cutting-edge low eco-footprint manufacturing

technology.

The pharmaceutical market is facing a range of trends and

dynamics that are putting existing business models into question

and are leading to some fundamental changes in the industry,

but which are also providing a number of future growth

opportunities for DSM's Pharma activities.

For DPP's customers, innovative pharmaceutical companies, it

is becoming more difficult to discover new active molecules

which have sufficient additional patient benefits and an

acceptable risk profile and which can get approved by the US

Food and Drug Administration (FDA) and other regulatory

bodies. The cost of developing such molecules is rising, while at

the same time health service providers – governments or

insurance companies – are under enormous pressure to reduce

cost. Medicines are becoming an increasingly important element

of total healthcare costs, typically accounting for around 10% of

total healthcare spend. As a consequence, both governments

and insurance companies are looking to save costs, putting

pressure on the total healthcare value chain, including custom

manufacturing companies.

Pharmaceutical companies are consolidating, reviewing their

business models and product ranges, and competing to develop

increasingly ‘niche’, narrow spectrum and specialized drugs,

which are often difficult-to-administer drugs and

biopharmaceuticals used only in hospitals. Although these can

be high value, volumes are lower.

However, the intensity of cost pressure and the need to review

business models across the pharmaceutical industry is likely to

result in above-GDP growth in the pharmaceutical outsourcing

market, especially for drugs nearing the end of their (patented)
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life cycle. The imperative for pharma companies to optimize their

asset base is expected to lead to a greater focus on finding

experienced and highly qualified partners to take on

manufacturing challenges as a supplier. DPP, with its broad

service offering including regulatory services, is well equipped to

meet these market demands.

In most countries increased attention is being paid to the overall

consumption of antibiotics. Infectious diseases continue

however to be a major life threat, especially in high growth

economies, and the beta-lactam anti-infectives – DSP’s area of

leadership – continue to be most physicians’ first choice of cure.

As healthcare coverage and quality expands in these economies

and these products are very safe and cost-effective, DSP sees

healthy growth rates – around 5-7% per year – coupled with an

increasing focus on patient safety. DSP is seen as an industry

leader with clear market advantages, communicated via the

DSMPureActives™ brand.

DSM's Pharma presence in Asia gives the joint venture a clear

head start in the world’s fastest growing markets for the

manufacture of generic pharmaceuticals in general, and anti-

infectives in particular. The Asian market currently represents

only about 6-7% of total global pharmaceutical spend, but this

is estimated to rise to 20% by 2020 (Source: Credit Suisse/IMS).

DSM is well positioned to take advantage of this, with its anti-

infectives business having two production sites in China and one

in India, supported by a network of sales offices.

Strategic context

DSM Pharmaceutical Products (DPP) is a leading provider of

high-quality custom manufacturing and development services to

the pharmaceutical, biopharmaceutical and crop protection

industries. Customers around the world are serviced from two

research and development sites and six manufacturing sites with

a range of clinical to commercial capacity in the US and Europe.

Among these customers are nine of the top ten pharmaceutical

companies a well as the top three crop protection companies.

In addition, DPP serves a large number of biotech, specialty and

emerging pharma companies across the globe. In 2011 DPP’s

sales amounted to € 409 million (up 4% from 2010) with high

growth in biopharma revenues.

The business group focuses on the innovative and generic

pharmaceuticals, biologics and biosimilars, pharma/agro

chemical, and bio-industrial markets. DSM Pharmaceutical

Products includes DSM Pharma Chemicals (DPC) (custom

chemical manufacturing services for complex registered

intermediates and active pharmaceutical ingredients (APIs) as

well as their own registered products), and DSM Exclusive

Synthesis (which caters to various fine-chemical customers

outside of the pharma industry); DSM Biologics (focusing on

services for biopharmaceutical companies based on unique

technological strengths and technology licensing); DSM

Pharmaceuticals, Inc. (DPI) (offering manufacturing services for

final dosage with a strong competence in sterile operations); and

DSM BioSolutions (focusing on custom manufacturing services

based on microbial fermentation).

DSM Pharmaceutical Products’ facilities have been approved by

the FDA, similar agencies in Europe, the Middle East, Africa and

Japan. DSM Pharmaceuticals, Inc. is licensed by the US Drug

Enforcement Administration to manufacture scheduled drugs.

DSP is the global market leader in beta-lactam active

pharmaceutical ingredients (APIs) such as semi-synthetic

penicillins and semi-synthetic cephalosporins, which represent

the biggest class of APIs in anti-infectives, and other active

ingredients such as nystatin. The joint venture manufactures

nearly all its beta-lactam APIs and the related intermediates using

proprietary biotechnology. This reduces energy use and

minimizes the need for solvents, making DSP an industry leader

in terms of both cost and sustainability. Emissions are

considerably lower than with conventional technology, while

product quality is higher. The opening of the new 6-APA plant in

China in the beginning of 2012 will mark the completion of this

technology roll-out across all of DSP’s production facilities

around the world.

One of the quality advantages of the APIs produced via these

proprietary biotechnology routes is that patients benefit from the

higher purity of the products. To further enhance its eco-

footprint, DSP is cutting down on the use of scarce resources

where possible and is actively implementing the use of

renewable energy sources in its operations.

DSP saw its sales decrease from € 347 million in 2010 to € 268

million in 2011. DSM proportionally consolidates its share in the

joint venture of 50% with effect from 1 September 2011.

Reported net sales decreased by € 63 million as a result of the

deconsolidation.

DSM Pharmaceutical Products
Key drivers of profitability

Focus on end-of-lifecycle drugs and new products pipeline in

pharma industry

Innovative technologies for the future of pharma

manufacturing

Expansion of proprietary product portfolio

Key success factors

Strong pipeline of service contracts based on large strategic

customer partnerships
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Continued demonstration of sustainable and innovative

solutions for customers

Increased presence in Asia and high growth economies

Commitment to DSM Quality for Life™ standards

DSM Sinochem Pharmaceuticals
Key drivers of profitability

Basic penicillin (PEN) price

Access to regulated markets

Currency exchange rate

PEN production cost

Conversion margins from PEN to semi-synthetic penicillins

(SSPs) and semi-synthetic cephalosporins (SSCs)

Key success factors

Market access through global presence and alliances

New technologies

Access to China

Product differentiation and brand value

Operational excellence

Access to quality-oriented customers

The cluster in 2011
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DSP, the global leader in beta-lactam antibiotics, is successfully

applying its highly innovative biotechnology knowledge to

improve and transform its business.

Both companies are convinced that together they will be better

able to seize the growth opportunities in China and other high

growth economies, combining DSM’s proprietary technology

position and global production footprint and Sinochem’s

distribution and sales capabilities and global growth ambition in

biopharmaceuticals.

Organic sales growth of the Pharma cluster in 2011 was 3% due

to higher volumes at DSM Pharmaceutical Products and slightly

lower volumes at DSP. Overall sales decreased by 8%, mainly

as a consequence of the proportional consolidation of DSP.

The cluster’s profitability was reduced by tougher market

conditions in 2011 in the anti-infectives markets and the

proportional consolidation of DSP.

Looking ahead

DSM's strategy for both DPC and DPI is to focus on midsize to

large pharmaceutical companies, where they will move from a

pure service model to a product and service model and

increasingly offer solutions for the full supply chain, including

regulatory services. For DPC and DPI DSM is looking to further

increase efficiency and to balance the activities toward the east

to be more active in end-of-lifecycle products. DPP wants to

accelerate its growth and transformation via a partnership.

DSM Biologics continues to develop its technology and will open

the first commercial scale biopharmaceutical manufacturing site

in Australia in 2013, funded by the Australian government.

DSM expects the DSP joint venture to increase its sales to over

€ 600 million by 2015, generating EBITDA margins in excess of

15%.

For 2012, trading conditions in the Pharma cluster are expected

to remain challenging, although DSM anticipates that it will make

further strategic progress. EBITDA is expected to improve

slightly compared to last year, despite the impact of the 50%

deconsolidation of the anti-infectives business.
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Materials Sciences

DSM's Materials Sciences businesses
comprise the Performance Materials and
Polymer Intermediates clusters. In 2011 the
two clusters represented 51% of DSM’s total
net sales from continuing operations.

Materials Sciences sales
(2011)
(x € billion)

■ DSM Engineering Plastics   
■ DSM Dyneema   
■ DSM Resins   
■ DSM Fibre Intermediates 

1.2

0.2

1.3

1.8

Performance Materials
sales by end-market (2011)
(in %)

■ Metal / building and construction   
■ Automotive/transport   
■ Textiles   
■ Electrical/electronics   
■ Packaging   
■ Other 27

17

316

14

23

Polymer Intermediates
sales by end-market (2011)
(in %)

■ Metal / building and construction   
■ Automotive/transport   
■ Textiles   
■ Electrical/electronics   
■ Packaging 11

15

47

16

11
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Growing via
sustainable,
innovative solutions

Net sales

€ 2,752 m

x € million 2011 2010

DSM Engineering Plastics 1,249 1,045

DSM Dyneema 234 288

DSM Resins 1,269 1,174

2,752 2,507

162 163

Operating profit plus depreciation

and amortization (EBITDA) 293 283

Capital expenditure and

acquisitions 258 118

Capital employed at 31 December 2,016 1,774

ROCE (in %) 8.6 9.5

EBITDA as % of net sales 10.6 11.3

R&D expenditure 128 123

(headcount) 5,599 4,918

Business and trends

The Performance Materials cluster comprises DSM Engineering

Plastics, DSM Dyneema and DSM Resins. These business

groups specialize in the manufacture of technologically

sophisticated, high-quality products that are tailored to meet

customers’ performance criteria. DSM Engineering Plastics is a

global supplier of high-performance engineering thermoplastic

solutions. DSM Dyneema is the global supplier of Dyneema®, the

world’s strongest fiber™. DSM Resins is a global supplier of

innovative high-quality resins solutions for paints and coatings,

composite materials and fiber optic coatings.

Climate change and the adverse effects of over-dependence on

fossil fuels continue to be the most important trends driving the

materials industry. DSM’s customers in virtually every sector are

seeking products that reduce energy use or emissions in their

own operations or, even more importantly, throughout their value

chains. In many cases DSM is active in the business of replacing

metals with lighter alternatives, and supports customers who are

increasingly seeking polymer solutions that are based on

renewable (rather than fossil-based) raw materials and solvent-

free products and processes that can help create more

sustainable value chains. Resource scarcity, which also impacts

costs, is increasingly contributing to these developments.

Energy reduction is key. This means not only finding new, less

energy-intensive ways to manufacture DSM’s own products, but

also enabling energy savings in the application of these

products, for example by developing resins systems that require

less energy for curing. By providing lighter weight solutions than,

for instance, conventional metal structures, DSM products help

reduce energy consumption during use as well, thus making a

significant contribution to the reduction of energy and carbon

footprints across the planet.

An important field of application of performance materials is

workplace health and safety. Demand in this area is increasing

because workplace health and safety standards are becoming

more common across the world as prosperity grows. Another

field of application is health and wellness. Here, the main focus

is on meeting the needs of an increasing elderly population.

These needs require new thinking, and new applications.

Urbanization is an important driver for building and construction

– one of the areas in which DSM plays an important role with

innovative resins solutions. And finally, concerns about personal

safety and global threats have not diminished, which means

there is a continuing demand for innovative protective materials.
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The world has become multi-polar and more difficult to predict,

with rapidly growing prosperous middle classes in many formerly

‘emerging’ countries. Demand for plastics and resins is high and

increasing in these markets, not only because manufacturers are

seeking to meet growing local needs, but also because global

manufacturing has shifted to these countries.

On the safety and sustainability front, the replacement of

halogen-based flame retardants in consumer electronics and the

replacement of solvent-based resins by water-based resins

continues.

DSM’s Performance Materials cluster has expanded in the last

two decades from just over € 0.5 billion in sales in 1990 to € 2.8€

billion in 2011. With major investments in high growth economies

such as China and India, the Performance Materials cluster is

making a significant contribution to DSM’s growth in Asia.

With the great majority of its innovations driven by sustainability,

DSM’s Performance Materials cluster is recognized as a front-

runner in creating and introducing sustainable innovative

solutions. During the last two decades, DSM’s portfolio in

Performance Materials has clearly evolved toward more

specialized, higher-value-added businesses. Innovations,

branding and continued operational excellence programs in the

more mature part of the portfolio have contributed to a

continuous increase in gross margin.

The businesses in the Performance Materials cluster have

achieved strong leadership positions in chosen segments of the

global markets for advanced materials. DSM Engineering

Plastics has a focused portfolio and has achieved global

leadership positions with many of its products. It is the global

number 3 in the overall market for semi-crystalline engineering

plastics and the global market leader in high-temperature

polyamides. In polyamide 6 and thermoplastic copolyester

elastomers DSM holds a number 2 position.

An important factor underlying DSM Engineering Plastics’

leadership and growth is its strong upstream integration with a

leading caprolactam player, DSM Fibre Intermediates.

Dyneema® is respected as the global premium brand for ultra

high molecular weight polyethylene fiber. DSM Dyneema

manufactures and sells products in several forms including fiber,

tape and uni-directional (UD) sheets. The powerful Dyneema®

brand is licensed for use in a wide and ever-increasing range of

applications such as medical sutures, commercial fishing and

aquaculture nets, ropes, slings, high-performance fabrics such

as cut-resistant gloves and apparel, as well as vehicle and

personal ballistic protection. DSM Dyneema focuses on

sustainable innovation. Dyneema® is increasingly seen as the

up-grade material of choice enabling the replacement of

traditional materials that have a less desirable environmental

footprint.

DSM Resins ranks among the global leaders in the markets for

resin systems for industrial coatings and decorative coatings. As

a leader in sustainable solutions, DSM is recognized as a front-

runner in the development and production of environmentally

friendly resins such as waterborne coating resins and powder

coating resins. DSM Resins is the European market leader in

unsaturated polyester resins and is rapidly building a position in

Asia. DSM is a niche player in functional materials, with a global

leadership position in fiber optic coatings, protecting more than

one billion kilometers of fiber optic cables around the world.

DSM Engineering Plastics
Key drivers of profitability

Market growth in key segments and regions

Sustainable solutions driving innovation: green materials,

weight reduction (replacing metal, fuel efficiency, reduced

emissions), driving innovation

Drive for miniaturization, functionality and performance

Growth in market share in high-end innovative applications

Key success factors

Global market leadership in chosen markets

Global presence (follow customers)

Cost position

The right portfolio of engineering plastics matching needs in

chosen markets

Ability to commercialize market-driven innovations

Product, application and value chain know-how

DSM Dyneema
Key drivers of profitability

Market growth and penetration into existing applications

Success of innovations, new launches

Dyneema® and Dyneema Purity® brands

Key success factors

Capability to manage growth, both in hardware and in people

Ability to commercialize market driven innovations

Product, application and value chain know-how

Strong, healthy IP position (patents and trademarks)

Brand value (trust and innovation)

DSM Resins
Key drivers of profitability

Market growth in key segments and regions

Sustainable solutions: lighter materials and environmentally

friendly, safer, solvent free paints

Growth in market share in high-end innovative applications
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Key success factors

Global market leadership and presence

Brand value (differentiation, reliability)

Ability to commercialize market driven innovations

Leading low-footprint technology platforms geared toward

markets

Nuna6

The World Solar Challenge – which in 2011 saw 37 solar

powered cars from around the globe racing 3,000

kilometers under the Australian sun – requires a

combination of speed, endurance and strength. To do well

in the race, teams have to reduce the energy consumption

of their vehicles by making them as aerodynamic and

lightweight as possible, while ensuring that they are strong

and reliable enough to survive a race across the outback.

DSM is an innovation partner of the Nuon Solar Team. For

the 2011 World Solar Challenge, DSM’s Turane resins

helped to make Nuna6, the team’s car, 10% lighter than its

predecessor while also increasing its rigidity by 25%. Nuna6

crossed the finishing line in only 5 days, behind the winning

team from Japan, leaving a further 35 solar powered cars

from around the world in its wake.

The cluster in 2011

DSM Engineering Plastics offers an industry-leading portfolio of

sustainable thermoplastic technologies. Its leadership in

sustainable solutions is demonstrated by its complete portfolio

of halogen free flame retardant solutions, developed for a wide

range of high-performance applications. This has been further

strengthened by the successful launch of new innovations.

DSM strives to further improve the environmental performance

of its products. The most innovative developments in this field

are new bio-based polymers and bio-based building blocks.

DSM is making good progress in this area: EcoPaXX™ is the

best-performing green polymer available, and has a zero carbon

footprint (cradle to gate). Also, with Palapreg® ECO, DSM has

created a resin with 55% biorenewable content (the highest bio-

based content in resins on the market) which has excellent

properties while simultaneously supporting sustainability in the

value chain.

Many of DSM’s customers are looking for materials with high

recyclability to improve the Life Cycle Assessment scores of their

own products. DSM Engineering Plastics is leading the response

to this need. Recognizing the growing interest in recycling with

the ultimate goal of achieving closed-loop systems, DSM has

adopted the Cradle to Cradle® concept as part of its

sustainability strategy. In 2011 DSM received Silver certificates

for a number of its materials, meaning these grades can be

recycled safely in a closed loop Cradle to Cradle® business

model. DSM Engineering Plastics is also actively replacing other

materials, particularly by introducing halogen free flame retardant

solutions, such as Arnitel® XG (used in consumer electronics

cables), Stanyl® ForTii™ (especially in electronic connectors),

and Arnite® XG (used in electrical insulation in white goods).

In Russia, DSM and KuibyshevAzot OJSC (KA) commenced their

strategic cooperation. DSM Engineering Plastics now has two

joint ventures with KA and holds a majority share in both. In

addition, KA has received a license under DSM Fibre

Intermediates’ technology for the production of cyclohexanone.

The two joint ventures of DSM Engineering Plastics and KA relate

to the marketing and sale of engineering plastics in Russia and

the production of engineering plastics compounds in a plant

located in Togliatti (Russia). The license granted to KA for using

DSM’s proprietary cyclohexanone technology at the Togliatti

caprolactam plant will increase KA’s capacity to meet the

growing demand for this polyamide 6 intermediate.

DSM Dyneema completed the acquisition of a majority share of

91.75% in Shandong ICD High Performance Fiber Co., Ltd.

(ICD), based in Laiwu, Shandong province, China. ICD is a

manufacturer of UHMWPE (ultra high molecular weight

polyethylene) fiber and a strong player in the high-performance

fiber market in China. The acquisition brings complementary

manufacturing and technology assets to DSM Dyneema and

substantially strengthens the company’s presence in this key

market.

The Dyneema® brand is well known in the industries served, and

DSM Dyneema has implemented a comprehensive brand

licensing strategy which will result in a number of new licensees

and enhanced control of the brand. This strategy is particularly

targeted at supporting key custo 0 9 337urt99
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DSM Resins’ waterborne coatings range already delivers

significant advantages to its paint customers, who are faced with

regulatory pressures and social responsibility demands. DSM's

resins also deliver considerable advantages in creating

lightweight composites used in containers, cars, trucks and

trains, wind-turbine blades and a range of other applications

related to improving energy efficiency. DSM will further increase

the flow of radical innovations. DSM Resins’ ongoing focus on

and commitment to both customers and innovation gives DSM

a strong competitive advantage.

In 2011 construction started on the new Jinling DSM Resins

facility in China. The new facility will be one of the largest

manufacturing plants for composite resins in the world. Focusing

on the continued strong demand for high-end resins in all the

application segments, the new facility will boost the sustainable

development of the composite resins industry in China.

DSM acquired a 51% stake in AGI Corporation of Taiwan (AGI)

in 2011. The company offers a broad range of environmentally

friendly UV (ultraviolet) curable resins and other products. These

products are used in coatings and inks for wood, flooring, plastic

and graphic arts applications. Due to the accident that occurred

on DSM-AGI’s site in Xinhua on 28 July 2011, production was

suspended on this site. Part of the site will be rebuilt. DSM-AGI

is finalizing the construction of its new manufacturing site in

Changwa, which will create approximately 75 new jobs.

DSM also announced a joint venture with Kemrock Industries in

India for the production of specialty composite resins in this

country. DSM and Kemrock will together invest USD 25 million

in the joint venture, which will be based in Pune. Through this

partnership DSM will structurally strengthen its presence in India,

capitalizing on its technological knowledge and global customer

relationships. DSM’s share in the joint venture will be 51% and

Kemrock’s will be 49%. In addition to the joint venture, DSM has

established its own local marketing and sales company for

composite resins to serve the Indian domestic market.

The building and construction markets in Europe and the US

continue to be depressed and this is negatively affecting DSM

Resins’ results. In order to achieve its objectives, including

accelerating its switch to highly innovative and sustainable

products (styrene free, powder, waterborne and UV curable), the

business group will optimize and streamline its global

organization. Therefore, DSM Resins will close a few smaller

operations in the UK and Taiwan (90 fte) and reduce its global

staff by 210 fte, of which 130 are in the Netherlands.

Organic sales growth for the cluster in 2011 was 9%. Higher

prices at DSM Engineering Plastics and DSM Resins were partly

offset by lower volumes at DSM Dyneema and DSM Resins.

Despite tough economic conditions in Q4 and weakness in the

tender driven vehicle protection business at DSM Dyneema, the

cluster posted a higher result for the year.

Looking ahead

DSM’s businesses in the Performance Materials cluster aim to

achieve faster growth than the sector averages by (1) focusing

investment, marketing and business development on high

growth economies, (2) utilizing their understanding and

technology lead in sustainable solutions to meet rapidly

developing customer needs (lighter, stronger, more recyclable,

and bio-based) and (3) deepening their innovation leadership

position in materials by getting great ideas to market even more

quickly. DSM foresees continued growth for sustainable and

innovative solutions, and its sales and profit aspirations for the

cluster are as follows: sales growth at double GDP growth level

and an EBITDA margin above 17% by 2015.

For 2012, trading conditions are expected to continue to be

volatile and the end market outlook is uncertain owing to weak

consumer sentiment in some of DSM's key geographies.

However, based on current insights EBITDA of the cluster is

expected to be somewhat higher than in 2011.
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Review of business in 2011

Life Sciences
Nutrition
Pharma
Materials Sciences
Performance Materials
Polymer Intermediates
Innova