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Introduction

History and background

Bayer AG, a global leader in pharmaceuticals, crop science, and consumer health, was founded
by Friedrich Bayer and Johann Friedrich Weskott in Barmen, Germany (now part of Wuppertal)
on August 1, 1863. Initially, the company focused on producing synthetic dyestuffs, which were
in high demand during the industrial revolution. Over time, Bayer expanded its operations and
diversified into pharmaceuticals and chemicals, becoming a pioneer in the industry.

One of Bayer’s most iconic achievements was the development in 1899 of aspirin, which remains
one of the more widely used medications globally. This breakthrough cemented Bayer’s
reputation as a leader in pharmaceutical innovation. The company also played a significant role
in the development of other groundbreaking products, including antibiotics, contraceptives, and
crop protection solutions.

Bayer’s headquarters are located in Leverkusen, Germany, a city closely associated with the
company since 1912, where the landmark Bayer Cross, a massive illuminated logo, symbolizes
the company’s global presence. In 2002, Bayer underwent a substantial reorganization to adapt
to the challenges of globalization and industry changes, with the company being restructured
into legally independent entities under the umbrella of Bayer AG. This reorganization aimed to
enhance competitiveness, improve flexibility, and allow each business segment to operate with
its own strategy.

Today, Bayer operates in over 100 countries and has major production and research facilities in
locations such as the United States, Brazil, China, and India. Its global reach is supported by a
workforce of approximately 100,000 employees. In May 2023, Werner Baumann stepped down as
CEO after 35 years with the company, and Bill Anderson, an American, took over the post on June 1,
2023. Supervisory Board Chairman Prof. Dr. Norbert Winkeljohann called Anderson the right leader
for Bayer’s future. Starting in September 2023, the company launched a new operational approach
called “Dynamic Shared Ownership,” aiming to boost innovation and prioritize the needs of farmers,
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patients, and consumers by dismantling old hierarchies and empowering frontline staff. Currently,
the Bayer AG Board of Management, comprising six members, oversees the company’s overall
strategy, resource allocation, and financial management.

Bayer’s operations are divided into three main business segments:

e Pharmaceuticals: Focused on prescription medicines, particularly in cardiology, oncology,
and women’s health

e Consumer health: Offering over-the-counter products for self-care (e.g., dermatology;
digestive health; cold, allergy, sinus and flu; nutritional supplements)

e Crop science: Specializing in seeds, crop protection, and digital nonagricultural pest control

Mission and strategy

Bayer’s mission, “Science for a Better Life,” reflects its commitment to improving health and
nutrition worldwide. The company’s strategy emphasizes innovation, sustainability, and digital
transformation to address global challenges, such as population growth, aging societies, and
climate change. Bayer aims to create value for society through its products and services while
maintaining a strong focus on environmental and social responsibility.

Integration of the tax function

Bayer’s broad finance function includes the classic finance functions, accounting, and controlling
as well as a unit responsible for managing global tax compliance and strategy. This unit ensures
adherence to international tax laws and guidelines, including OECD transfer pricing rules and the
European Union’s Anti—Tax Avoidance Directive (ATAD).

The report by the European Green Party

In early 2021, the European Green Party issued a scathing critique of Bayer’s tax strategy. The Greens,
known for their strong stance on corporate accountability and environmental justice, took aim at
Bayer’s tax practices, accusing the multinational giant of exploiting loopholes and engaging in harmful
tax competition: Their report, Harmful Tax Competition—How Bayer Rigs Corporate Taxation in
Europe, paints a damning picture of a company that allegedly prioritized profit over fair taxation.!

The report highlights several key issues that placed Bayer under intense scrutiny. It does not hold
back in its criticism, alleging that “Bayer has repeatedly and directly contributed to speeding up
the race to the bottom in corporate taxation both within Germany and in the EU” and that “Bayer
provides a textbook example of harmful tax competition in Europe as well as in Germany.”
Moreover, the report strongly criticizes very specific actions, stating, “Like Delaware in the US,
Monheim and Schonefeld are inner-German tax havens,” and “With a profit of €1.3 billion and tax
expenses of €594,000 [in the Netherlands], the effective tax rate is close to zero.”

1 Christoph Trautvetter, and Steffen Redeker. “Harmful tax competition - How Bayer rigs corporate taxation in Europe.”
Sven Giegold. Last modified 26, https://sven-giegold.de/wp-content/uploads/2021/02/210226_FINAL-VERSION_Bayer-
and-tax-study.pdf.
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The report lists the following the key concerns regarding Bayer’s tax strategy:

Use of tax havens and profit shifting

The report reveals that Bayer operates 66 subsidiaries in international tax havens, including
the Netherlands, Switzerland, and Delaware, as well as 15 subsidiaries in intra-German tax
havens, such as Monheim and Schénefeld. These locations, the Greens argue, were chosen
to shift profits to low-tax jurisdictions, often with minimal economic activity in those regions.
For example, significant profits were recorded in Dutch subsidiaries, even though the
underlying business activities occurred elsewhere. Exhibit 1 lists Bayer’s tax haven
operations. Exhibit 2 further lists the subsidiaries in Germany claimed to be in tax havens.

Artificially low effective tax rates

Over the past decade, Bayer had managed to reduce its effective global tax rate by nearly
10 percentage points, saving approximately €3 billion. Between 2010 and 2019, Bayer’s
average effective tax rate was 23.8%, significantly lower than the nominal tax rates in
Germany and other major markets where the company operated.

Intra-German tax competition

Bayer was accused of exploiting low tax ratesin German municipalities such as Monheim
and Schonefeld. For instance, Bayer Intellectual Property GmbH, a subsidiary based in
Monheim, is cited as a key player in booking profits in these low-tax areas. This practice
allegedly pressured other cities, such as Leverkusen (Bayer’s headquarters), to lower their
corporate tax rates to remain competitive.

Influence on tax policy

The report claims that Bayer leveraged its political connections to shape tax reforms in
its favor, including strategies to facilitate profit-shifting through intellectual property and
real estate holdings, further reducing its tax burden.

Misalignment of taxes with economic activity

Despite most of Bayer’s turnover, employees, and assets being located outside Germany,
the share of taxes paid in Germany increased sharply. This raised questions about the
alignment between where Bayer creates value and where it pays taxes.

Undermining global tax reforms

The Greens accuse Bayer of accelerating harmful tax competition and opposing transparency
measures, such as country-by-country reporting, which require companies to disclose profits
and taxes paid in each jurisdiction.

The Greens’ report sent shockwaves through the corporate world, sparking debates about the
ethics of tax planning and the role of multinational corporations in contributing to public
finances. Bayer, a company that prided itself on innovation and sustainability, found itself in the
crosshairs of public scrutiny and politicians demanding greater accountability.
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