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--------------------------------------------------------------------------------

                       SECURITIES AND EXCHANGE COMMISSION

                             WASHINGTON, D.C. 20549

                                   FORM 10-K

                            ------------------------

(MARK ONE)

[X]             ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF

               THE SECURITIES EXCHANGE ACT OF 1934 (FEE REQUIRED)

                  FOR THE FISCAL YEAR ENDED DECEMBER 31, 1999

                                       OR

[ ]           TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF

                  THE SECURITIES ACT OF 1934 (NO FEE REQUIRED)

                           COMMISSION FILE NO. I-922

                              THE GILLETTE COMPANY

-------------------------------------------------------------------------------

             (EXACT NAME OF REGISTRANT AS SPECIFIED IN ITS CHARTER)

           INCORPORATED IN DELAWARE                              04-1366970

         ---------------------------                            ------------

       (STATE OR OTHER JURISDICTION OF                        (I.R.S. EMPLOYER

        INCORPORATION OR ORGANIZATION)                      IDENTIFICATION NO.)

  PRUDENTIAL TOWER BUILDING, BOSTON, MASSACHUSETTS         02199

----------------------------------------------------      -------

      (ADDRESS OF PRINCIPAL EXECUTIVE OFFICES)           (ZIP CODE)

   REGISTRANT'S TELEPHONE NUMBER, INCLUDING AREA CODE            617-421-7000

          SECURITIES REGISTERED PURSUANT TO SECTION 12(b) OF THE ACT:

                                                         NAME OF EACH EXCHANGE ON

             TITLE OF EACH CLASS                             WHICH REGISTERED

             -------------------                         ------------------------

COMMON STOCK, $1.00 PAR VALUE                             NEW YORK STOCK EXCHANGE

                                                           BOSTON STOCK EXCHANGE

                                                          CHICAGO STOCK EXCHANGE

                                                          PACIFIC STOCK EXCHANGE

     Indicate by check mark whether the registrant (1) has filed all reports

required to be filed by Section 13 or 15(d) of the Securities Exchange Act of

1934 during the preceding 12 months (or for such shorter period that the

registrant was required to file such reports), and (2) has been subject to such

filing requirements for the past 90 days. Yes X No

     Indicate by check mark if disclosure of delinquent filers pursuant to Item

405 of Regulation S-K ((sec.)229.405 of this chapter) is not contained herein,

and will not be contained to the best of registrant's knowledge, in definitive

proxy or information statements incorporated by reference in Part III of this

Form 10-K or any amendment to this Form 10-K.  [  ]

     The aggregate market value of Gillette Common Stock held by non-affiliates

as of February 29, 2000 was approximately $32,315,000,000.*

     The number of shares of Gillette Common Stock outstanding as of February

29, 2000 was 1,054,679,181.

                      DOCUMENTS INCORPORATED BY REFERENCE

     Certain portions of the following documents have been incorporated by

reference into this Form 10-K as indicated:

                         DOCUMENTS                              10-K PARTS

                         ---------                              ----------

1. The Gillette Company 1999 Annual Report to Stockholders

   (the "1999 Annual Report")...............................  Parts I and II

2. The Gillette Company 2000 Proxy Statement (The "2000

  Proxy Statement").........................................  Part III

--------------------------------------------------------------------------------

--------------------------------------------------------------------------------

* This amount does not include the value of 140,312 shares of Series C ESOP

  Convertible Preferred Stock issued for $602.875 per share. For purposes of

  this calculation only, Gillette Common Stock held by Executive Officers or

  directors of the Company has been treated as owned by affiliates.

         2

                                     PART I

ITEM 1.  DESCRIPTION OF BUSINESS

GENERAL

     The Gillette Company, a Delaware corporation incorporated in 1917, was

founded in 1901 by King C. Gillette, the inventor of the safety razor. Gillette

manufactures and sells a wide variety of consumer products throughout the world.

Gillette's primary businesses are:

     - Grooming, which includes male and female wet and dry shaving franchises

       and related toiletries.

     - Portable Power, including alkaline and specialty batteries.

     - Oral Care, including toothbrushes and power-assisted plaque removers.

     Gillette also manufactures and sells stationery products and small

household appliances. Gillette has manufacturing operations at 54 facilities in

20 countries and distributes products in over 200 countries and territories.

  Grooming

     Gillette is the global leader in the Blade and Razor segment of its

business. Its shaving systems include the Mach3(R), SensorExcel(R), Sensor(R),

and Trac II(R) brands, as well as disposable razors brands such as Custom

Plus(R) and Good News(R). The Company is also the world leader in the women's

wet shaving market. Gillette's female shaving systems include Gillette for Women

SensorExcel(R) and Sensor for Women(R) brands. In the second half of 2000,

Gillette expects to unveil a new female shaving system that incorporates

features of the Mach3 brand with features custom-designed for women.

     The Company sells electric shavers and electric hair epilators as part of

its Braun Products segment. These products include the world's number one foil

electric shaver for men and electric hair epilator for women. The Toiletries

segment includes deodorants, antiperspirants, shave preparations, and

after-shave products sold under the Gillette(R) Series, Right Guard(R), Soft &

Dri(R), Satin Care(R) and Dry Idea(R) brands.

  Portable Power

     In the Duracell Products segment, the Company is the global leader in

alkaline batteries, including premium-performing Duracell Ultra(R) batteries, as

well as Duracell(R) batteries, the best-selling brand of alkaline batteries in

the world.

  Oral Care

     The Company holds the global leadership positions in manual and

power-assisted plaque removal with its Oral-B(R) toothbrushes and Braun(R)

Oral-B plaque removers. The Company also manufactures and sells other oral care

products under the Oral-B brand as part of the Oral-B Products segment of its

business.

  Other Products

     The Company is a top seller of writing instruments and correction products.

The products in the Stationery Products segment consist of four major brands,

Paper Mate(R), Parker(R), Waterman(R), and Liquid Paper(R). The Company also

produces small household appliances through its Braun Products segment. The

Company is reviewing the strategic alternatives for these businesses. The

Company has reached an agreement to sell its White Rain(R) line of toiletry

products to a third party.

  Organizational Changes

     During 1999, the Company implemented the reorganization announced in the

fall of 1998, which created both business management and commercial operations

functions. Within commercial operations, which are organized geographically, the

Company established a single commercial unit in each market, responsible for
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selling and trade marketing. In January 2000, the Company further streamlined

its organization by consolidating business management into a single, focused

unit responsible for global strategic marketing, product development,

manufacturing and distribution.

INDUSTRY SEGMENTS

     "Operating Segments and Related Information," containing information on net

sales, profit from operations, identifiable assets, capital expenditures and

depreciation for each of the last three years, appears in the Company's 1999

Annual Report at page 33 and is incorporated herein by reference.

DISTRIBUTION

     In major geographic markets, Gillette products are sold directly to

retailers and to wholesalers for resale through retail stores. Braun personal

diagnostic appliances and Oral-B products are also sold directly to dental

professionals for distribution to patients. In small geographic markets,

products are distributed through local distributors and sales agents.

PATENTS

     Certain of the Company's patents and licenses in the Blade and Razor

segment are of substantial value and importance when considered in the

aggregate. Additionally, the Company holds significant patents in its

Toiletries, Stationery products, Duracell, Braun, and Oral-B businesses. No

patent or license held by the Company is material to the Company's total

business. Gillette has licensed many of its blade and razor patents to other

manufacturers. In all of these categories, Gillette competitors also have

significant patent positions. The patents and licenses held by the Company are

of varying remaining durations.

TRADEMARKS

     In general, the Company's principal trademarks have been registered in the

United States and throughout the world where the Company's products are sold.

Gillette products are marketed outside the United States under various

trademarks, many of which are the same as those used in the United States. The

trademark "Gillette" is of principal importance to the Company. In addition, a

number of other trademarks owned by the Company and its subsidiaries have

significant importance within their industries. The Company's rights in these

trademarks endure for as long as they are used or registered.

COMPETITION

     All of the Company's markets are highly competitive. Many of the Company's

competitors are larger and have greater resources than the Company. Grooming

products are marked by competition in new technology, as well as by competition

in price, marketing, advertising and promotion to retail outlets and to

consumers. The Company's major competitors worldwide in blades and razors

include Warner-Lambert Company, with its Schick product line and, in North

America and Europe, its Wilkinson Sword product line, and Societe Bic S.A., a

French company. Additional competition in the United States and in certain other

markets is provided by the American Safety Razor Company, Inc. under its own

brands and a number of private label brands, as well as other private label

suppliers. Toiletries is highly competitive in terms of price, product

innovation and market positioning, with frequent introduction of new brands and

marketing concepts, especially for products sold through retail outlets, and

with product life cycles typically shorter than in the other businesses of the

Company. Portable power products compete on the basis of product performance,

innovation, price and in marketing, advertising and promotion. Competition in

oral care products is focused on product performance, price and professional

endorsement. Competition in writing instruments is marked by a high degree of

competition from domestic and foreign suppliers and low entry barriers, and is

focused on a wide variety of factors, including product performance, design and

price, with price an especially important factor in the commercial sector.

Competition in small household appliance products is based primarily on product

performance, innovation and price, with numerous competitors.
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EMPLOYEES

     At year-end, Gillette employed approximately 39,800 persons, nearly

three-quarters of them outside the United States.

RESEARCH AND DEVELOPMENT

     In 1999, research and development expenditures were $223 million, compared

with $209 million in 1998 and $212 million in 1997.

RAW MATERIALS

     The raw materials used by Gillette in the manufacture of products are

purchased from a number of suppliers, and substantially all such materials are

readily available.

OPERATIONS BY GEOGRAPHIC AREA

     Net sales and long-lived assets by geographic area for each of the last

three years appear in the 1999 Annual Report at page 34 and are incorporated by

reference.

ITEM 2.  DESCRIPTION OF PROPERTY

     The Company owns and leases manufacturing facilities and other real estate

properties in the United States and a number of foreign countries. The Company's

executive offices are located in the Prudential Center, Boston, Massachusetts,

where it holds a long-term lease. The following table sets forth the Company's

principal plants:

       BUSINESS SEGMENT                  LOCATION           OWNED/LEASED

       ----------------                  --------           ------------

Blades & Razors                 Boston, MA (US)                 Owned

                                Isleworth, UK                   Owned

                                Berlin, Germany                 Owned

                                Shanghai, China*               Leased

                                Naucalli, Mexico*               Owned

                                Manaus, Brazil*                 Owned

Toiletries                      St. Paul, MN (US)*          Owned/Leased

                                Andover, MA (US)                Owned

                                Reading, UK                 Owned/Leased

Stationery                      Santa Monica, CA (US)          Leased

                                Saint Herblain, France      Owned/Leased

Braun                           Kronberg, Germany           Owned/Leased

                                Barcelona, Spain            Owned/Leased

                                Walldurn, Germany           Owned/Leased

                                Marktheidenfeld, Germany        Owned

                                Mexico City, Mexico         Owned/Leased

Oral-B                          Iowa City, IA (US)              Owned

Duracell                        Port Elizabeth, S. Africa       Owned

                                Aarschot, Belgium               Owned

                                Lancaster, SC (US)              Owned

                                LaGrange, GA (US)               Owned

Multi-segment packaging         Hemel Hempstead,               Leased

  operations                    UK Pkg. Ctr

                                Devens, MA, US Pkg. Ctr        Leased
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The above facilities are in good repair, meet the Company's needs adequately and

operate at reasonable levels of production capacity.

---------------

* Engaged in the manufacture of products for two or more business segments.

ITEM 3.  LEGAL PROCEEDINGS

     The Company is subject, from time to time, to legal proceedings and claims

arising out of its business, which cover a wide range of matters, including

antitrust and trade regulation, product liability, advertising, contracts,

environmental issues, patent and trademark matters and taxes. Management, after

review and consultation with counsel, considers that any liability from all of

these legal proceedings and claims would not materially affect the consolidated

financial position, results of operations or liquidity of the Company.

ITEM 4.  SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

     Not applicable.

                            ------------------------
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EXECUTIVE OFFICERS OF REGISTRANT

     Information regarding the Executive Officers of the Company as of March 16,

2000 is set out below.

       NAME AND CURRENT POSITION                        FIVE-YEAR BUSINESS HISTORY                 AGE

       -------------------------                        --------------------------                 ---

Michael C. Hawley                        Chairman of the Board and Chief Executive Officer since   62

  Chairman of the Board and Chief        April 1999; President and Chief Operating Officer, April

  Executive Officer                      1995 - April 1999; Executive Vice President,

                                         International Group, December 1993 - March 1995

Edward F. DeGraan                        Executive Vice President, Global Business Management      56

  Executive Vice President               since January 2000; Executive Vice President, Global

                                         Business Management, Gillette Grooming Products and

                                         Duracell, January 1999 - January 2000; Executive Vice

                                         President, Duracell North Atlantic Group, January 1997 -

                                         December 1998; Senior Vice President, Manufacturing and

                                         Technical Operations, Gillette North Atlantic Group, May

                                         1991 - December 1996

Robert G. King                           Executive Vice President, Commercial Operations, Western  54

  Executive Vice President               Hemisphere, since January 1999; Executive Vice

                                         President, Gillette North Atlantic Group, February 1997

                                         -December 1998; Executive Vice President, International

                                         Group, April 1995 - January 1997; Group Vice President -

                                         Latin America, March 1991 - March 1995

Archibald Livis                          Executive Vice President, Chairman's Office, since        61

  Executive Vice President               January 2000; Executive Vice President, Global Business

                                         Management, Diversified Group, January 1999 - January

                                         2000; Executive Vice President, Diversified Group, May

                                         1998 - December 1998; Chairman, Braun Board of

                                         Management, October 1993 - April 1998

Jorgen Wedel                             Executive Vice President, Commercial Operations, Eastern  50

  Executive Vice President               Hemisphere, since January 1999; Executive Vice

                                         President, International Group since February 1997 -

                                         December 1998; President, Oral-B Laboratories, Inc.,

                                         November 1993 - January 1997

Charles W. Cramb                         Senior Vice President, Finance and Chief Financial        52

  Senior Vice President and              Officer since December 1999; Senior Vice President,

  Chief Financial Officer                Finance, Chief Financial Officer and Principal

                                         Accounting Officer, July 1997 - December 1999; Vice

                                         President and Controller, July 1995 - June 1997; Vice

                                         President, Finance, Planning and Administration,

                                         Diversified Group, October 1992 - June 1995

Robert E. DiCenso                        Senior Vice President, Personnel and Administration,      58

  Senior Vice President                  since July 1994; Vice President, Investor Relations,

                                         January 1993 - June 1994

Richard K. Willard                       Senior Vice President, Legal, since November 1999;        51

  Senior Vice President                  Partner, Steptoe & Johnson LLP, 1988 - October 1999

Mark N. Edoff                            Principal Accounting Officer, since December 1999;        40

  Principal Accounting Officer           Partner, KPMG LLP, July 1997 - November 1999; Senior

                                         Manager, KPMG LLP, 1991-June 1997
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     The Executive Officers hold office until the first meeting of the Board of

Directors following the annual meeting of the stockholders and until their

successors are elected or appointed and qualified, unless a shorter period shall

have been specified by the terms of their election or appointment, or until

their earlier resignation, removal or death.
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                                    PART II

ITEM 5.  MARKET FOR THE REGISTRANT'S COMMON STOCK AND RELATED SECURITY HOLDER

MATTERS

     The information required by this item with respect to the Company's common

stock appears in the 1999 Annual Report on the inside back cover under the

caption, "Common Stock," and at page 34 under the caption, "Quarterly Financial

Information," and is incorporated by reference. As of February 29, 2000, the

record date for the 2000 Annual Meeting, there were 57,340 Gillette stockholders

of record.

ITEM 6.  SELECTED FINANCIAL DATA

     The information required by this item appears in the 1999 Annual Report at

page 35 under the caption, "Historical Financial Summary," and is incorporated

by reference.

ITEM 7.  MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS

OF OPERATIONS

     The information required by this item appears in the 1999 Annual Report at

pages 13 through 17 under the caption, "Management's Discussion," and is

incorporated by reference.

CAUTIONARY STATEMENT

     From time to time, the Company may make statements which constitute or

contain "forward-looking" information as that term is defined within the meaning

of the Federal securities laws. These statements may be identified by such

forward-looking words as "expect," "look," "believe," "anticipate," "may,"

"will" and variations of these words or other forward-looking terminology.

Forward-looking statements made by the Company are not guarantees of future

performance. Actual results may differ materially from those in the

forward-looking statements as the result of risks and uncertainties including

those listed below. The Company assumes no obligation to update any

forward-looking information:

     - the pattern of the Company's sales, including variations in sales volume

       within periods, which makes forward-looking statements about sales and

       earnings difficult and may result in variance of actual results from

       those contained in statements made at any time prior to the period's

       close;

     - vigorous competition within the Company's product markets, including

       pricing and promotional, advertising or other activities in order to

       preserve or gain market share, the timing of which cannot be foreseen by

       the Company;

     - the Company's reliance on the development of new products and the

       inherent risks associated with new product introductions, including

       uncertainty of trade and customer acceptance and competitive reaction;

     - the costs and effects of unanticipated legal and administrative

       proceedings;

     - the impacts of unusual items resulting from ongoing evaluations of

       business strategies, asset valuations and organizational structure;

     - a substantial portion of the Company's sales having been made outside the

       United States, making forecasting of sales more difficult;

     - the impact on sales or earnings of fluctuations in exchange rates in one

       or more of the Company's geographic markets;

     - the ability of the Company to successfully reduce trade inventories to

       levels consistent with the changing needs of the more concentrated retail

       trade;

     - the possibility of one or more of the global markets in which the Company

       competes being impacted by variations in political, economic or other

       factors, such as inflation rates, recessionary or expansive trends, tax

       changes, legal and regulatory changes or other external factors over

       which the Company has no control.

                                        7

         9

     - the effects of rapid technological change on product development,

       differentiation, acceptance and costs including technological advances of

       competitors;

     - the effects of patents including possible new patents granted to

       competitors or challenges to Company patents and expiration of patents,

       which affect competition and product acceptance.

ITEM 7A.  DISCLOSURES CONCERNING MARKET RISK SENSITIVE INSTRUMENTS

     The information required by this item appears in the 1999 Annual Report at

page 16 under the caption, "Market Risk," and is incorporated by reference.

ITEM 8.  FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

     The following Financial Statements and Supplementary Data for The Gillette

Company and Subsidiary Companies appear in the 1999 Annual Report at the pages

indicated below and are incorporated by reference.

(1)  Independent Auditors' Report................................  Page 18

(2)  Consolidated Statement of Income for the Years Ended

     December 31, 1999, 1998 and 1997............................  Page 19

(3)  Consolidated Balance Sheet at December 31, 1999 and 1998....  Page 20

(4)  Consolidated Statement of Cash Flows for the Years Ended

     December 31, 1999, 1998 and 1997............................  Page 21

(5)  Consolidated Statement of Stockholders' Equity for the

     periods ended December 31, 1999, 1998 and 1997..............  Page 22

(6)  Notes to Consolidated Financial Statements..................  Pages 23

                                                                   through 34

(7)  Computation of per share earnings...........................  Pages 19, 23,

                                                                   24, 34 and 35

(8)  Quarterly Financial Information.............................  Page 34

ITEM 9.  CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND

FINANCIAL DISCLOSURE

     None.

                                    PART III

ITEM 10.  DIRECTORS AND EXECUTIVE OFFICERS

     The information required by this item with respect to the Directors of the

Company appears in the 2000 Proxy Statement at pages 2 through 4 and at pages 7

and 8, under the caption "Company Transactions with Directors and Officers," and

at page 18 under the caption "Section 16(a) Beneficial Ownership Reporting

Compliance," the texts of which are incorporated by reference.

     The information required for Executive Officers of the Company appears at

the end of Part I of this report at page 5.

ITEM 11.  EXECUTIVE COMPENSATION

     The information required by this item appears in the 2000 Proxy Statement

at pages 8 through 17 under the captions "Compensation of Non-Employee

Directors", "Personnel Committee Report on Executive Compensation", "Gillette

Comparative Five-Year Investment Performance", and "Executive Compensation" and

is incorporated by reference.

ITEM 12.  SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

     The information required by this item concerning the security ownership of

certain beneficial owners and management appears in the 2000 Proxy Statement at

pages 6 and 7 under the caption "Stock Ownership of Five Percent Beneficial

Owners and Management" and is incorporated by reference.

                                        8

         10

ITEM 13.  CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

     The information required by this item appears in the 2000 Proxy Statement

at pages 7 and 8 under the caption "Company Transactions with Directors and

Officers" and is incorporated by reference.

                                    PART IV

ITEM 14.  EXHIBITS, FINANCIAL STATEMENTS, SCHEDULES, AND REPORTS ON FORM 8-K

A.  FINANCIAL STATEMENTS, SCHEDULES AND EXHIBITS

FINANCIAL STATEMENTS

     The following appear in the 1999 Annual Report at the pages indicated below

and are incorporated into Part II by reference.

   (1)  Independent Auditor's Report................................  Page 18

   (2)  Consolidated Statement of Income for the Years Ended

        December 31, 1999, 1998 and 1997............................  Page 19

   (3)  Consolidated Balance Sheet at December 31, 1999 and 1998....  Page 20

   (4)  Consolidated Statement of Cash Flows for the Years Ended

        December 31, 1999, 1998 and 1997............................  Page 21

   (5)  Consolidated Statement of Stockholders' Equity for the

        periods ended December 31, 1999, 1998 and 1997..............  Page 22

   (6)  Notes to Consolidated Financial Statements..................  Pages 23

                                                                      through 34

   (7)  Computation of per share earnings...........................  Pages 19, 23,

                                                                      24, 34 and 35

SCHEDULES

     The following schedule appears at page 13 of this report:

          II.  Valuation and Qualifying Accounts

     Schedules other than those listed above are omitted because they are either

not required or not applicable.

EXHIBITS

 3(a)  Composite Certificate of Incorporation of The Gillette

       Company, as amended, filed as Exhibit 3(i) to The Gillette

       Company Quarterly Report on Form 10-Q for the period ended

       March 31, 1998, Commission File No. 1-922, incorporated by

       reference herein.

  (b)  The Bylaws of The Gillette Company, as amended March 16,

       2000 filed herewith.

 4     Instruments Defining the Rights of Security Holders,

       Including Indentures.

  (a)  Specimen of form of certificate representing ownership of

       The Gillette Company Common Stock, $1.00 par value,

       effective December 10, 1996, filed as Exhibit 4(a) to The

       Gillette Company Annual Report on Form 10-K for the year

       ended December 31, 1996, Commission File No. 1-922,

       incorporated by reference herein.

  (b)  Form of Certificate of Designation, Preferences and Rights

       of Series A Junior Participating Preferred Stock of the

       Gillette Company filed as Exhibit A to Exhibit 1 to The

       Gillette Company Current Report on Form 8-K, dated December

       30, 1985, Commission File No. 1-911, incorporated by

       reference as Exhibit 4(c) to The Gillette Company Annual

       Report on Form 10-K for the year ended December 31, 1996,

       Commission File No. 1-922, incorporated by reference herein.

  (c)  Amendment to Certificate of Designations, Preferences and

       Rights of Series A Junior Participating Preferred Stock

       dated December 9, 1996, filed as Exhibit 4(c) to The

       Gillette Company Annual Report on Form 10-K for the year

       ended December 31, 1996, File No. 1-922, incorporated by

       reference herein.
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  (d)  Renewed Rights Agreement dated as of December 14, 1995

       between The Gillette Company and The First National Bank of

       Boston, filed as Exhibit 4 to The Gillette Company Current

       Report on Form 8-K, dated December 18, 1995, Commission File

       No. 1-911, incorporated by reference herein.

  (e)  Certificate of Designation of the Series C ESOP Convertible

       Preferred Stock of The Gillette Company, dated January 17,

       1990, filed as Exhibit 4(e) to The Gillette Company Annual

       Report on Form 10-K for the year ended December 31, 1989,

       Commission File No. 1-922, incorporated by reference herein.

  (f)  Certificate of Amendment relating to an increase in the

       amount of authorized shares of preferred stock and common

       stock, filed as Exhibit 3(i) to The Gillette Company

       Quarterly Report on Form 10-Q for the period ended March 31,

       1998, Commission File No. 1-922, incorporated by reference

       herein.

  (g)  Form of $150,000,000 6.25% note due August 15, 2003, issued

       pursuant to Registration Statement No. 33-54974 of The

       Gillette Company, filed November 24, 1992, as amended May

       14, 1993 and June 24, 1993 and the Trust Indenture filed

       therewith as Exhibit 4.1, filed as part of Exhibit 4(f) to

       The Gillette Company Annual Report on Form 10-K for the year

       ended December 31, 1993, Commission File No. 1-922,

       incorporated by reference herein.

  (h)  Form of $150,000,000 and $50,000,000 5.75% notes due October

       15, 2005, issued pursuant to Registration Statement No.

       33-50303 of The Gillette Company, filed September 17, 1993

       and the Trust Indenture filed as Exhibit 4.1 to Registration

       Statement No. 3354974 of The Gillette Company, as amended

       May 14, 1993 and June 24, 1993, filed as part of Exhibit

       4(f) to The Gillette Company Annual Report on Form 10-K for

       the year ended December 31, 1993, Commission File No. 1-922,

       incorporated by reference herein.

       The Company has issued non-registered debt instruments

       copies of which will be furnished to the Commission upon

       request.

   10  Material Contracts

 *(a)  The Gillette Company 1971 Stock Option Plan, as amended,

       filed herewith.

 *(b)  The Gillette Company Stock Equivalent Unit Plan, as amended,

       filed herewith.

 *(c)  The Gillette Company Incentive Bonus Plan, as amended, filed

       herewith.

 *(d)  The Gillette Company Executive Life Insurance Program, filed

       as Exhibit 10(d) to The Gillette Company Annual Report on

       Form 10-K for the year ended December 31, 1997, incorporated

       by reference herein.

  (e)  Directors and Officers and Company Liability Policy and

       Fiduciary Liability Insurance policy, filed herewith.

 *(f)  Description of Conversion of Outside Directors' Vested

       Pension Benefit into Deferred Stock Units, as amended, filed

       herewith.

 *(g)  The Gillette Company Deferred Compensation Plan for Outside

       Directors, filed as Exhibit 10(g) to The Gillette Company

       Annual Report on Form 10-K for the year ended December 31,

       1996, Commission File No. 1-922, incorporated by reference

       herein.

 *(h)  Employment Agreement, dated December 16, 1999, between The

       Gillette Company and Michael C. Hawley, filed herewith.

 *(i)  Employment Agreement, dated December 16, 1999, between The

       Gillette Company and Edward F. DeGraan, filed herewith.

 *(j)  Employment Agreement, dated December 16, 1999, between The

       Gillette Company and Robert G. King, filed herewith.

 *(k)  Employment Agreement, dated December 16, 1999, between The

       Gillette Company and Archibald Livis, filed herewith.

 *(l)  Employment Agreement, dated December 16, 1999, between The

       Gillette Company and Jorgen Wedel, filed herewith.
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 *(m)  Employment Agreement, dated December 16, 1999, between The

       Gillette Company and Charles W. Cramb, filed herewith.

 *(n)  Employment Agreement, dated December 16, 1999, between The

       Gillette Company and Robert E. DiCenso, filed herewith.

 *(o)  Employment Agreement, dated December 16, 1999, between The

       Gillette Company and Richard K. Willard, filed herewith.

 *(p)  The Gillette Company Change of Control Severance Program for

       Key Executives, filed herewith.

 *(q)  Letter Agreement Re: Estate Preservation Plan II dated May

       27, 1999, between The Gillette Company and Alfred M. Zeien,

       filed herewith.

  (r)  Letter Agreement, dated July 20, 1989, between The Gillette

       Company and Berkshire Hathaway Inc., filed as Exhibit 4(a)

       to The Gillette Company Current Report on Form

       8-K, dated July 20, 1989, Commission File No. 1-922,

       incorporated by reference herein.

 *(s)  Description of agreement between The Gillette Company and

       Robert J. Murray, effective January 1, 1996, filed as

       Exhibit 10(l) to The Gillette Company Annual Report on Form

       10-K for the year ending December 31, 1995, Commission File

       No. 1-922, incorporated by reference herein.

 *(t)  Description of The Gillette Company Estate Planning Program,

       filed as Exhibit 10(o) to The Gillette Company Annual Report

       on Form 10-K for the year ended December 31, 1993,

       Commission File No. 1-922, incorporated by reference herein.

 *(u)  The Gillette Company Estate Preservation Plan, filed as

       Exhibit 10(1) to The Gillette Company Annual Report on Form

       10-K for the year ended December 31, 1997, incorporated by

       reference herein.

 *(v)  The Gillette Company Supplemental Retirement Plan, as

       amended, filed herewith.

 *(w)  The Gillette Company Supplemental Savings Plan, as amended,

       filed herewith.

  (x)  Multi-year Credit Agreement dated as of December 20, 1996,

       among The Gillette Company, Morgan Guaranty Trust Company of

       New York, as agent, and a syndicate of domestic and foreign

       banks, filed as Exhibit 10(o) to The Gillette Company Annual

       Report on Form 10-K for the year ended December 31, 1996,

       Commission File No.

       1-922, incorporated by reference herein.

  (y)  $2,335,000,000 364-Day Credit Agreement dated as of December

       20, 1996, and amended and restated as of October 20, 1997,

       October 19, 1998, October 18, 1999, and supplemental as of

       March 24, 2000 among The Gillette Company, Morgan Guaranty

       Trust Company of New York, as agent and a syndicate of

       domestic and foreign banks, filed herewith.

  (z)  Registration Rights Agreement dated as of September 12, 1996

       among The Gillette Company, KKR Partners II, L.P. and DI

       Associates, L.P., filed as Exhibit 10.2 to The Gillette

       Company Current Report on Form 8-K filed September 16, 1996,

       Commission File No. 1-922, incorporated by reference herein.

   12  Computation of the ratios of current assets to current

       liabilities for the years 1999, 1998 and 1997, filed

       herewith.

   13  Portions of the 1999 Annual Report to Stockholders of The

       Gillette Company incorporated by reference in this Form

       10-K, filed herewith.

   22  List of subsidiaries of The Gillette Company, filed

       herewith.

   23  Independent Auditors' Consent, filed herewith.

   24  Power of Attorney, filed herewith.

   27  Financial Data Schedule (not considered to be filed).

---------------

* Filed pursuant to Item 14(c).
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B.  REPORTS ON FORM 8-K

     A report on Form 8-K was filed on November 8, 1999, which announced the

Company's third-quarter results, an expansion of the stock repurchase program

and a program to reduce trade inventories.

OTHER MATTERS

     For the purposes of complying with the amendments to the rules governing

Form S-8 (effective July 13, 1990) under the Securities Act of 1933, the

undersigned registrant hereby undertakes as follows, which undertaking shall be

incorporated by reference into the following Registration Statements of the

registrant on Form S-8 (1) No. 33-27916, filed April 10, 1989, and amended

thereafter, which incorporates by reference therein Registration Statements on

Form S-8 Nos. 2-90276, 2-63951 and 1-50710, and all amendments thereto, all

relating to shares issuable and deliverable under The Gillette Company 1971

Stock Option Plan and 1974 Stock Purchase Plan and on Form S-7 No. 2-41016

relating to shares issuable and deliverable under The Gillette Company 1971

Stock Option Plan; (2) No. 33-9495, filed October 20, 1986, and all amendments

thereto, relating to shares and plan interests in The Gillette Company

Employees' Savings Plan; (3) No. 2-93230, filed September 12, 1984, and all

amendments thereto, relating to shares and plan interests in the Oral B

Laboratories Savings Plan; (4) No. 33-56218, filed December 23, 1992, relating

to shares and plan interests in The Gillette Company Employees' Savings Plan;

(5) No. 33-52465, filed March 1, 1994, and all amendments thereto, relating to

shares issuable and deliverable under The Gillette Company Global Employee Stock

Ownership Plan; (6) No. 33-53257, filed April 25, 1994, and all amendments

thereto, relating to shares issuable and deliverable under The Gillette Company

Outside Director's Stock Ownership Plan; (7) No. 33-53258, filed April 25, 1994,

and all amendments thereto, relating to shares issuable and deliverable under

The Gillette Company 1971 Stock Option Plan; (8) No. 33-59125, filed May 5,

1995, and all amendments thereto, relating to shares and plan interests in The

Gillette Company Employees' Savings Plan; (9) No. 33-63707 filed October 26,

1995, and all amendments thereto, relating to shares and plan interests in the

Parker Pen 401(K) Plan; (10) No. 333-19133 filed December 31, 1996, and all

amendments thereto, relating to shares issuable and deliverable under the

Duracell Shares Plan and Stock Option Plan for Key Employees of Duracell

International Inc. and Subsidiaries and (11) No. 333-25533 filed April 21, 1997,

and all amendments thereto, relating to shares issuable and deliverable under

The Gillette Company 1971 Stock Option Plan.

     Insofar as indemnification for liabilities arising under the Securities Act

of 1933 may be permitted to directors, officers and controlling persons of the

registrant, the registrant has been advised that in the opinion of the

Securities and Exchange Commission such indemnification is against public policy

as expressed in the Securities Act of 1933 and is, therefore, unenforceable. In

the event a claim for indemnification against such liabilities (other than the

payments by the registrant of expenses incurred or paid by a director, officer

or controlling person of the registrant in the successful defense of any action,

suit or proceeding) is asserted by such director, officer, or controlling person

in connection with the securities being registered, the registrant will, unless

in the opinion of its counsel the matter has been settled by controlling

precedent, submit to a court of appropriate jurisdiction the question whether

such indemnification by it is against public policy as expressed in the Act and

will be governed by the final adjudication of such issue.
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                          INDEPENDENT AUDITORS' REPORT

The Stockholders and Board of Directors

of THE GILLETTE COMPANY:

     Under date of February 11, 2000, we reported on the consolidated balance

sheet of The Gillette Company and subsidiary companies as of December 31, 1999

and 1998, and the related consolidated statements of income, cash flows and

stockholders' equity for each of the years in the three-year period ended

December 31, 1999, as contained in the 1999 Annual Report to Stockholders. These

consolidated financial statements and our report thereon are incorporated by

reference in the annual report on Form 10-K for the year 1999. In connection

with our audits of the aforementioned consolidated financial statements, we also

audited the financial statement schedule on page 13 of this report. The

financial statement schedule is the responsibility of the Company's management.

Our responsibility is to express an opinion on the financial statement schedule

based on our audits.

     In our opinion, such financial statement schedule, when considered in

relation to the basic consolidated financial statements taken as a whole,

presents fairly, in all material respects, the information set forth therein.

                                            KPMG LLP

Boston, Massachusetts

February 11, 2000
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                 THE GILLETTE COMPANY AND SUBSIDIARY COMPANIES

                 SCHEDULE II--VALUATION AND QUALIFYING ACCOUNTS

                  YEARS ENDED DECEMBER 31, 1999, 1998 AND 1997

                             (MILLIONS OF DOLLARS)

                                                             ADDITIONS           DEDUCTIONS

                                                       ----------------------    ----------

                                                       CHARGED                     LOSSES

                                         BALANCE AT       TO                      CHARGED      BALANCE AT

                                         BEGINNING      PROFIT     CHARGED TO        TO          END OF

              DESCRIPTION                 OF YEAR      AND LOSS      OTHER        RESERVES        YEAR

              -----------                ----------    --------    ----------     --------     ----------

1999

-----

  Reserves deducted from assets:

     Receivables.......................     $79          $50           --           $55           $74

                                            ===          ===          ===           ===           ===

1998

-----

  Reserves deducted from assets:

     Receivables.......................     $74          $43           --           $38           $79

                                            ===          ===          ===           ===           ===

1997

-----

  Reserves deducted from assets:

     Receivables.......................     $81          $42           --           $49           $74

                                            ===          ===          ===           ===           ===
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                                   SIGNATURES

     Pursuant to the requirements of Section 13 or 15(d) of the Securities

Exchange Act of 1934, the registrant has duly caused this report to be signed on

its behalf by the undersigned, thereunto duly authorized.

                                         THE GILLETTE COMPANY

                                            (Registrant)

                                          By           CHARLES W. CRAMB

                                            ------------------------------------

                                                      Charles W. Cramb

                                              Senior Vice President and Chief

                                                    Financial Officer

Date: March 30, 2000

     Pursuant to the requirement of the Securities Exchange Act of 1934, this

report has been signed below by the following persons on behalf of the

registrant and in the capacities and on the dates indicated.

                     SIGNATURES                                        TITLE                       DATE

                     ----------                                        -----                       ----

                *  MICHAEL C. HAWLEY                           Chairman of the Board          March 30, 2000

-----------------------------------------------------  of Directors, Chief Executive Officer

                   Michael C. Hawley                               and Director

                 *  CHARLES W. CRAMB                           Senior Vice President          March 30, 2000

-----------------------------------------------------       and Chief Financial Officer

                  Charles W. Cramb

                  *  MARK N. EDOFF                         Principal Accounting Officer       March 30, 2000

-----------------------------------------------------

                    Mark N. Edoff

                *  WARREN E. BUFFETT                                 Director                 March 30, 2000

-----------------------------------------------------

                   Warren E. Buffett

                 *  WILBUR H. GANTZ                                  Director                 March 30, 2000

-----------------------------------------------------

                    Wilbur H. Gantz

                *  MICHAEL B. GIFFORD                                Director                 March 30, 2000

-----------------------------------------------------

                   Michael B. Gifford

                *  CAROL R. GOLDBERG                                 Director                 March 30, 2000

-----------------------------------------------------

                   Carol R. Goldberg

               *  DENNIS F. HIGHTOWER                                Director                 March 30, 2000

-----------------------------------------------------

                  Dennis F. Hightower

                *  HERBERT H. JACOBI                                 Director                 March 30, 2000

-----------------------------------------------------

                   Herbert H. Jacobi

                 *  HENRY R. KRAVIS                                  Director                 March 30, 2000

-----------------------------------------------------

                    Henry R. Kravis

                *  JORGE PAULO LEMANN                                Director                 March 30, 2000

-----------------------------------------------------

                   Jorge Paulo Lemann

               *  RICHARD R. PIVIROTTO                               Director                 March 30, 2000

-----------------------------------------------------

                  Richard R. Pivirotto

             *  ALEXANDER B. TROWBRIDGE                              Director                 March 30, 2000

-----------------------------------------------------

                Alexander B. Trowbridge

                 *  MARJORIE M. YANG                                 Director                 March 30, 2000

-----------------------------------------------------

                    Marjorie M. Yang

                 *  ALFRED M. ZEIEN                                  Director                 March 30, 2000

-----------------------------------------------------

                    Alfred M. Zeien

                                                                       *By CHARLES W. CRAMB

                                                        ---------------------------------------------------

                                                                         Charles W. Cramb

                                                                        as Attorney-In-Fact
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             COMPUTATION OF THE RATIOS

         1

                                                                      EXHIBIT 12

             COMPUTATION OF THE RATIOS OF CURRENT ASSETS TO CURRENT

                 LIABILITIES FOR THE YEARS 1998, 1997 AND 1996

                                   1999         1998        1997

                                   ----         ----        ----

          Current Assets           5132         5440        4690      

          Current Liabilities      4180         3478        2641      

                                   ----         ----        ----

                                   1.23         1.56        1.78

      EX-13
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             PORTIONS OF THE 1999 ANNUAL REPORT
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                                                                      EXHIBIT 13

THE GILLETTE COMPANY AND SUBSIDIARY COMPANIES

MANAGEMENT'S DISCUSSION

RESULTS OF OPERATIONS

NET SALES

================================================================================

Net sales in 1999 were $9.90 billion, 2% below those of 1998. Unfavorable

volume/mix of 1% reflected fourth-quarter trade destocking, primarily in the

blade and razor segment. Pricing contributed 3%, which was more than offset by

4% unfavorable exchange. Excluding the adverse effects of exchange and the 1998

divestiture of Jafra Cosmetics International, sales rose 3%. In 1998, sales

matched those of 1997. Volume/new products and prices contributed equally to a

3% sales increase, which was offset by unfavorable exchange rates. Excluding

unfavorable exchange and the divestiture of Jafra Cosmetics International, sales

growth was 5%.

     Sales in North America grew 5% in 1999, due to successful new product

launches, including the Mach 3 shaving system, Duracell Ultra battery and Oral-B

CrossAction toothbrush. Sales in Latin America were 10% below those of 1998,

reflecting the negative effect of Brazil's recessionary environment on both

volume and exchange rates. Sales in Asia-Pacific were 13% above those of the

prior year, due to improved volume/mix in all business segments. Sales in

Western Europe declined 7% from the 1998 level. Sales in the AMEE region

(Africa, Middle East and Eastern Europe) were 2% below those of the prior year,

due to unfavorable exchange in certain markets and to the continuing weakness in

the Russian economy.

     An analysis of sales by business segment follows.

                                                                  % Increase/

                                     (Millions of dollars)        (Decrease)

                                 ----------------------------    -------------

                                  1999       1998       1997     99/98   98/97

==============================================================================

Blades & Razors .............    $3,167    $ 3,028    $ 2,881       5       5

Toiletries ..................     1,062      1,214      1,410     (13)    (14)

Duracell Products ...........     2,726      2,576      2,478       6       4

Oral-B Products .............       616        642        624      (4)      3

Braun Products ..............     1,583      1,740      1,744      (9)     --

Stationery Products .........       743        856        924     (13)     (7)

Other .......................        --         --          1      --      --

                                 ----------------------------      ----------

                                 $9,897    $10,056    $10,062      (2)     --

                                 ============================      ==========

     Blade and razor sales were 5% higher than those of the prior year, buoyed

by the Mach3 shaving system, which was launched in all major markets, except

Brazil, by year-end 1999. Sales in North America, reflecting the steady growth

of the Mach 3 system, were 14% above those of the year before. The Company's

trade inventory reduction initiative contributed to lower sales in Western

Europe and Latin America. Sales of blades and razors in 1998 were 5% above those

of a year earlier. This reflected gains in North America and rapid growth in

Western Europe, both driven by the launch of the Mach 3 shaving system. Results

for 1998 in other international markets were lower, due to broad-based negative

economic factors.

     Toiletries sales were 13% below those of the prior year, due in part to the

divestiture of the Jafra business in April 1998. Excluding Jafra, toiletries

sales declined 7%, due to lower sales in Western Europe, Latin America and the

AMEE region. In 1998, toiletries sales fell 14%, due to the divestiture of

Jafra.

     Sales of Duracell products increased 6% in 1999, reflecting 15% sales

growth in North America due to improved volume/mix, higher volume in the AMEE

region and better mix in the Asia-Pacific region. In 1998, sales of Duracell

products rose 4%, as the launch of Duracell Ultra batteries and price increases

contributed to higher sales in North America and Western Europe.

     Sales of Oral-B products were 4% below those of a year earlier. Gains in

North America, driven by the success of the CrossAction toothbrush, were offset

by shortfalls in Latin America, due to the region's economic weakness. In 1998,

sales of Oral-B products were 3% higher than in 1997, as growth in North America

was partially offset by shortfalls in Asia-Pacific.

     Braun sales were 9% below those of 1998, due to economic softness in

Western Europe and lower sales in North America. Sales in 1998 showed little

change from those of the year before, as gains in Western Europe and North

America countered shortfalls in Asia-Pacific.

     Sales of stationery products decreased 13%, reflecting weakness in all

regions except Asia-Pacific. Sales in 1998 were 7% below those of 1997, due

primarily to the negative impact of the Asian financial crisis, while sales in

North America and Western Europe were virtually unchanged.

GROSS PROFIT

================================================================================

Gross profit was $6.19 billion in 1999, $6.20 billion in 1998 and $6.23 billion

in 1997. As a percent of sales, gross profit was 62.5% in 1999, compared with

61.7% in 1998 and 61.9% in 1997. Margin improvement in 1999 was due in part to

improved sales mix from increased sales of higher margin blade and razor

products, as well as to the introduction of higher margin Duracell and Oral-B

products. Additionally, margin improvements were realized in all segments, due

to the ongoing reorganization and realignment program, and in the blade and

razor and Duracell businesses, due to enhancements in manufacturing technology.

The slight decrease in 1998 was due to a less favorable product mix.
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THE GILLETTE COMPANY AND SUBSIDIARY COMPANIES

MANAGEMENT'S DISCUSSION

SELLING, GENERAL AND ADMINISTRATIVE EXPENSES

================================================================================

Selling, general and administrative expenses amounted to 41.2% of sales,

compared with 38.6% and 38.8% in 1998 and 1997, respectively. In absolute terms,

these expenses increased 5% in 1999 and declined 1% in 1998.

     In 1999, $606 million was spent on advertising, including sampling, and

$1,202 million on sales promotion, for a total of $1,808 million, an increase of

2% over the 1998 spending level. Spending in 1999 included the continued major

marketing effort behind the Mach3 shaving system and Duracell Ultra battery, as

well as increased support for other new products, such as the Oral-B CrossAction

toothbrush. This spending compares with 1998 amounts of $613 million, $1,165

million and $1,778 million, respectively. In 1997, these were $641 million,

$1,060 million and $1,701 million, respectively. The spending in 1999

represented 18.3% of sales, compared with 17.7% and 16.9% in 1998 and 1997,

respectively. Spending for research and development increased 6% in 1999,

compared with a decrease of 2% in 1998. Other marketing and administrative

expenses increased 8% in 1999 and declined 5% in 1998.

PROFIT FROM OPERATIONS

================================================================================

Profit from operations in 1999 was $2.11 billion, compared with $1.79 billion in

1998 and $2.32 billion in 1997. Profit from operations in 1998 was $2.32 billion

before a reorganization and realignment charge of $535 million. Profit from

operations in 1999 represented 21.3% of sales, compared with 23.1% in both 1998

and 1997, excluding the reorganization and realignment charge in 1998. The

decrease in operating profits in 1999 was due to higher marketing support of $30

million and an increased investment of $14 million in research and development

for new product programs. Further, the Company incurred $61 million of

incremental expenses related to the reorganization and realignment program,

primarily for equipment and employee relocation and employee training. These

expenses were not included as part of the original reserve, due to the

requirements of the accounting standard. In addition, a gain of $22 million on

the sale of land and a building was recognized in 1999.

     In the following table, the reorganization and realignment charge is

included in Corporate/Other.

     An analysis by business segment follows.

                                                                  % Increase/   

                                 (Millions of dollars)             (Decrease)   

                                -----------------------          ---------------

                                1999     1998      1997          99/98     98/97

================================================================================

Blades & Razors .........    $1,206     $1,153     $1,186          5         (3)

Toiletries ..............        85         54        124         57        (56)

Duracell Products .......       606        597        526          2         13

Oral-B Products .........        77        101         85        (24)        20

Braun Products ..........       154        291        304        (47)        (4)

Stationery Products .....        18        108        156        (83)       (31)

                             ----------------------------        -------------- 

                              2,146      2,304      2,381         (7)        (3)

                             ----------------------------        --------------

Corporate/Other .........       (41)      (515)       (57)

                             ----------------------------

                             $2,105     $1,789     $2,324

                             ============================

See Notes to Consolidated Financial Statements for segment and geographic area

data.

    Blade and razor profits were 5% higher in 1999, due to the sales growth of

the Mach3 shaving system. Profits for the blade and razor segment were 3% lower

in 1998, due to start-up expenses for the Mach3 system.

    Toiletries profits were 57% above those of the prior year, due to unmatched

new product launch expenses in 1998. In 1998, toiletries profits fell 56%,

reflecting the divestiture of Jafra, new product launch expenses and

significantly lower sales of White Rain hair care products.

    The Duracell segment reported profits 2% above those of the previous year,

reflecting higher marketing expenses behind the geographic rollout of Duracell

Ultra batteries and higher promotional support in North America. Profits

advanced 13% in 1998, due to sales gains and the higher margin of Duracell Ultra

batteries in North America.

    Oral-B profits declined 24%, due to marketing expenses supporting the

CrossAction toothbrush launch in North America and Europe. In 1998, profits grew

20%, due to improved product mix and cost containment.

    Braun profits were $154 million in 1999, compared with $291 million in 1998,

primarily the result of lower revenue to cover fixed costs. In 1998, Braun

profits decreased 4%, due to lower sales of higher margin products and the Asian

financial crisis.

    Profits for the stationery products segment were $18 million, compared with

$108 million in 1998. The decline was due to decreased sales, as well as to

unfavorable factory variances resulting from lower production levels. Profits in

1998 were 31% below those of the year before, due primarily to sales declines in

the Asia-Pacific region.

    The Company is carefully reviewing those portions of the Braun and

stationery segments whose performance has lagged expectations. The Company will

look to prune, divest or discontinue any product category that doesn't clearly

demonstrate the potential for acceptable rates of growth.
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THE GILLETTE COMPANY AND SUBSIDIARY COMPANIES

MANAGEMENT'S DISCUSSION

NONOPERAT1NG CHARGES/INCOME

================================================================================

Net interest expense amounted to $129 million in 1999, $86 million in 1998 and

$69 million in 1997. Net interest expense rose in 1999, due to higher borrowings

to fund the Company's share repurchase program. The increase in 1998 was

attributable to greater borrowings to fund the Company's share repurchase

program, capital investments and its pension plans in Germany.

     Net exchange losses of $35 million in 1999, which compared with 1998 and

1997 totals of $23 million and $18 million, respectively, were due primarily to

subsidiaries in highly inflationary countries. Translation adjustments resulting

from currency fluctuations of net foreign investments in non-highly inflationary

countries are accumulated in a separate section of stockholders' equity, as

noted on page 24. In 1999, the negative adjustment was $205 million, compared

with negative adjustments of $36 million in 1998 and $268 million in 1997,

reflecting significant exchange rate movements.

TAXES AND NET INCOME

================================================================================

The effective tax rate was 34.8% in 1999, compared with rates of 35.3% in 1998

and 35.8% in 1997.

    Net income for 1999 was $1,260 million, compared with $1,081 million in 1998

and $1,427 million in 1997. Fully diluted net income per common share in 1999

was $1.14, compared with $.95 and $1.24 in 1998 and 1997, respectively.

Excluding the charge in 1998 for reorganization and realignment expenses, 1998

net income of $1,428 million matched that of 1997, and fully diluted net income

per common share of $1.25 rose 1% over the 1997 level.

FINANCIAL CONDITION

================================================================================

The Company's financial condition continued to be strong in 1999. Net debt

increased $1.35 billion during 1999, reflecting significant spending under the

Company's share repurchase and capital investment programs.

     Net debt (total debt net of associated swaps, less cash and cash

equivalents) at December 31, 1999, amounted to $4.53 billion, compared with

$3.18 billion and $1.87 billion at December 31, 1998 and 1997, respectively.

     The market value of Gillette equity was over $43 billion at the end of

1999, compared with $52 billion in 1998. The Company's book equity position

amounted to $3.06 billion at the end of 1999, compared with $4.54 billion at the

end of 1998 and $4.84 billion at the end of 1997. The decreases in book equity

in 1999 and 1998 were primarily due to the Gillette share repurchase program.

     Net cash provided by operating activities in 1999 was $1.58 billion,

compared with $1.03 billion in 1998 and $1.27 billion in 1997. The current ratio

of the Company was 1.23 for 1999, compared with ratios of 1.56 for 1998 and 1.78

for 1997. The decrease in the 1999 current ratio was primarily attributable to

the Company's increased short-term debt.

     Capital spending in 1999 amounted to $932 million, compared with $1.00

billion in 1998 and $973 million in 1997. Spending in all three years reflected

substantial investments in the blade and razor, Duracell and Braun product

segments.

     In 1998, the Company made acquisitions in the Duracell segment for $100

million and sold the Jafra business for $200 million.

     Share repurchase funding in 1999, net of proceeds received from the sale of

put options on Company stock, amounted to $1.95 billion, compared with $1.01

billion in 1998 and $26 million in 1997.

     Maintaining its financial flexibility, the Company renewed its $2.0 billion

revolving credit facility, extending the expiration to October 2000. The Company

also has a $1.1 billion revolving credit agreement, which expires in December

2001. Both facilities are used by the Company to complement its commercial paper

program.

     At year-end 1999, there was $2.41 billion outstanding under the Company's

commercial paper program, compared with $1.66 billion at the end of 1998 and

$780 million at the end of 1997.

     During 1999, the Company issued Euro-denominated Notes for $343 million,

due February 2004, entered into a $325 million Euro-denominated debt obligation,

with redemption rights in March 2002, and entered into a $437 million

Euro-denominated debt obligation, with redemption rights in January 2003. During

1998, the Company issued Notes for $200 million, due August 2001, and for $300

million, due December 2006. The net proceeds were used to refinance existing

short-term debt associated with the Company's share repurchase program.

     During 1999, both Standard & Poor's and Moody's maintained the Company's

current credit ratings. Standard & Poor's rates the Company's long-term debt at

AA, while Moody's rating is Aa3. The commercial paper rating is A1+ by Standard

& Poor's and P1 by Moody's.

     Gillette will continue to have capital available for growth through both

internally generated funds and significant credit resources. The Company has

substantial unused lines of credit and access to worldwide financial market

sources for funds.
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THE GILLETTE COMPANY AND SUBSIDIARY COMPANIES

MANAGEMENT'S DISCUSSION

MARKET RISK

================================================================================

The Company is exposed to the impact of changes in interest rates and foreign

currency exchange rates. Gillette uses product sourcing and pricing as a natural

hedge to its foreign currency revenues and costs, thus limiting the Company's

profit exposure to foreign currency fluctuations. In addition, when considered

appropriate, the Company purchases foreign currency options to reduce the

exposure of the Company's earnings to currency fluctuations.

    Gillette enters into currency and interest rate swaps, and currency

forwards, which effectively change the interest rate and currency of its

borrowings in order to optimize borrowing costs and reduce the Company's

exposure to currency fluctuations on its investments in foreign subsidiaries.

The swaps are entered into with contract amounts, interest rates and time

periods that match the underlying debt.

    The Company uses swaps and options to hedge equity-linked compensation

liability exposures with terms that match the underlying exposures. The Company

sells equity put options to supplement open market purchases of its common

stock.

    Gillette has established clear policies, procedures and internal accounting

and administrative controls governing the use of financial instruments to manage

its exposure to market risks. The Company does not purchase, sell or hold any

derivative financial instruments for trading, profit or speculative purposes.

    Financial instrument positions are monitored using value-at-risk techniques.

Value at risk is estimated for each instrument based on historical volatility of

market rates and a 95% confidence level.

    Based on the Company's overall evaluation of its market risk exposures from

all of its financial instruments at December 31, 1999 and 1998, a near-term

change in market rates would not materially affect the consolidated financial

position, results of operations or cash flows of the Company.

REORGANIZATION AND REALIGNMENT

================================================================================

On September 28, 1998, the Company announced a reorganization and realignment

program that resulted in a third-quarter charge to operations of $535 million

($347 million after taxes, or $.30 in net income per common share, fully

diluted).

    The worldwide reorganization of operations will aid the Company in several

ways. The program was designed to strengthen the global business management

focus on core product categories, enhance the global focus on new product

development and manufacturing, achieve more effective leveraging of global

resources, respond to changing worldwide business conditions and improve the

Company's ability to rapidly expand product offerings to consumers through

worldwide trade channels.

    This program budgeted for the closure of 14 factories, 12 warehouses and 30

office facilities, as well as for a reduction of approximately 4,700 employees

across all business segments, geographies and employee groups. Project activity

will be substantially complete at the end of the first quarter of 2000.

    Details of the facility closures and employee reductions follow.

                                                            Plan Inception

                                                                   through

                                  Initial          1999       December 31,

                                     Plan      Activity               1999

================================================================================

Facility Closures

  Factories .................          14             9                 11

  Warehouses ................          12            11                 11

  Office Facilities .........          30            29                 29

Employee Reductions .........       4,700         2,830              3,450

    At December 31, 1999, the carrying value of assets held for sale was $24

million.

    Pretax cash outlays were $16 million in 1998 and $197 million in 1999 and

are estimated to be $139 million in 2000. Cash severance payments will extend

beyond the completion of program activities, due to the severance payment

deferral options available to terminated employees. In 1999, cash expenditures

for the program were greater than the cash benefits generated and were funded

from operations. In 1999, approximately 45% of the ongoing annual benefit

(estimated pretax rate of $200 million) was achieved.

    The assets affected by this program include factories, warehouses and office

facilities, as well as manufacturing, distribution and office equipment.

    Asset disposals began at the end of 1998 and will be substantially complete

at the end of the first quarter of 2000. Assets held for disposal, which could

be removed from use at any time, have been removed in stages to allow for an

orderly implementation of all actions.

    Additional details are provided in the Notes to Consolidated Financial

Statements.

YEAR 2000

================================================================================

The Company's Year 2000 initiative was extremely successful. No interruptions to

Gillette business processes have occurred, and no material problem is expected.

Program spending was budgeted, expensed as incurred and not material.
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THE GILLETTE COMPANY AND SUBSIDIARY COMPANIES

MANAGEMENT'S DISCUSSION

EURO CONVERSION

================================================================================

A multi-functional Euro project team is responsible for ensuring the Company's

ability to operate effectively during the Euro transition phase and through

final Euro conversion. Total program costs are not expected to be material.

    Among other factors, conversion to the Euro may affect competition between

markets, due to the existing pricing structure. The Company has developed

marketing and pricing strategies for implementation throughout the more open

European market. The Euro project team will further enhance these strategies as

part of the ongoing Euro initiative.

    The Company is currently able to make and receive payments in Euros and will

convert financial and information technology systems to be able to use Euros as

its base currency in relevant markets prior to January 1, 2002.

    Based on the analysis and actions taken to date, the Company does not expect

the Euro conversion to materially affect the consolidated financial position,

results of operations or cash flows of the Company.

FORWARD-LOOKING STATEMENTS AND CAUTIONARY STATEMENT

================================================================================

This report contains "forward-looking statements" about the Company's prospects

and progress. Investors should be aware of factors that could have a negative

impact on the Company's prospects and the consistency of progress. These include

political, economic or other factors such as currency exchange rates, inflation

rates, recessionary or expansive trends, taxes and regulations and laws

affecting the business in each of the Company's markets worldwide; competitive

product, advertising, promotional and pricing activity; dependence on the rate

of development and degree of acceptance of new product introductions in the

marketplace; the success of the Company's efforts to decrease the levels of

trade inventories and working capital and to address underperforming product

lines; and the difficulty of forecasting sales at certain times in certain

markets. Any such "forward-looking statements" also are qualified by the

detailed statement under Item 7, Cautionary Statement, in the Company's most

recent Annual Report on Form 10-K, and under Item 5, Cautionary Statement, in

the Company's most recent Quarterly Report on Form 10-Q.

RESPONSIBILITY FOR FINANCIAL STATEMENTS

The Company is responsible for the objectivity and integrity of the accompanying

consolidated financial statements, which have been prepared in conformity with

generally accepted accounting principles. The financial statements of necessity

include the Company's estimates and judgments relating to matters not concluded

by year-end. Financial information contained elsewhere in the Annual Report is

consistent with that included in the financial statements.

     The Company maintains a system of internal accounting controls that

includes careful selection and development of employees, division of duties, and

written accounting and operating policies and procedures augmented by a

continuing internal audit program. Although there are inherent limitations to

the effectiveness of any system of accounting controls, the Company believes

that its system provides reasonable, but not absolute, assurance that its assets

are safeguarded from unauthorized use or disposition and that its accounting

records are sufficiently reliable to permit the preparation of financial

statements that conform in all material respects with generally accepted

accounting principles.

     KPMG LLP, independent auditors, are engaged to render an independent

opinion regarding the fair presentation in the financial statements of the

Company's financial condition and operating results. Their report appears on

page 18. Their examination was made in accordance with generally accepted

auditing standards and included a review of the system of internal accounting

controls to the extent they considered necessary to determine the audit

procedures required to support their opinion.

     The Audit Committee of the Board of Directors is composed solely of

directors who are not employees of the Company. The Committee meets periodically

and privately with the independent auditors, internal auditors and financial

officers of the Company, as it deems necessary, to review the quality of the

financial reporting of the Company, the internal accounting controls and the

scope and results of audit examinations. The Committee also reviews compliance

with the Company's policies relating to proper accounting and financial

reporting systems and the Company's relationship with the independent auditors.

In addition, the Committee is responsible for recommending the appointment of

the Company's independent auditors, subject to stockholder approval.
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THE GILLETTE COMPANY AND SUBSIDIARY COMPANIES

INDEPENDENT AUDITORS' REPORT

[KPMG Logo]

THE STOCKHOLDERS AND BOARD OF DIRECTORS OF THE GILLETTE COMPANY

================================================================================

We have audited the accompanying consolidated balance sheet of The Gillette

Company and subsidiary companies as of December 31, 1999 and 1998, and the

related consolidated statements of income, cash flows and stockholders' equity

for each of the years in the three-year period ended December 31, 1999. These

consolidated financial statements are the responsibility of the Company's

management. Our responsibility is to express an opinion on these consolidated

financial statements based on our audits.

     We conducted our audits in accordance with generally accepted auditing

standards. Those standards require that we plan and perform the audit to obtain

reasonable assurance about whether the financial statements are free of material

misstatement. An audit includes examining, on a test basis, evidence supporting

the amounts and disclosures in the financial statements. An audit also includes

assessing the accounting principles used and significant estimates made by

management, as well as evaluating the overall financial statement presentation.

We believe that our audits provide a reasonable basis for our opinion.

     In our opinion, the consolidated financial statements referred to above

present fairly, in all material respects, the financial position of The Gillette

Company and subsidiary companies at December 31, 1999 and 1998, and the results

of their operations and their cash flows for each of the years in the three-year

period ended December 31, 1999, in conformity with generally accepted accounting

principles.

KPMG LLP

Boston, Massachusetts

February 11, 2000
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THE GILLETTE COMPANY AND SUBSIDIARY COMPANIES

CONSOLIDATED STATEMENT OF INCOME

(Millions, except per share amounts)

Years Ended December 31, 1999, 1998 and 1997                   1999               1998               1997

=========================================================================================================

NET SALES ..............................................     $9,897            $10,056            $10,062

Cost of Sales ..........................................      3,711              3,853              3,831

                                                             --------------------------------------------

GROSS PROFIT ...........................................      6,186              6,203              6,231

Selling, General and Administrative Expenses ...........      4,081              3,879              3,907

Reorganization and Realignment Expenses ................         --                535                 --

                                                             -------------------------------------------- 

PROFIT FROM OPERATIONS .................................      2,105              1,789              2,324

Nonoperating Charges (Income)

  Interest income ......................................         (7)                (8)                (9)

  Interest expense .....................................        136                 94                 78

  Other charges - net ..................................         46                 34                 34

                                                             --------------------------------------------

                                                                175                120                103

                                                             --------------------------------------------

INCOME BEFORE INCOME TAXES .............................      1,930              1,669              2,221

Income Taxes ...........................................        670                588                794

                                                             --------------------------------------------

Net Income .............................................     $1,260            $ 1,081            $ 1,427

                                                             ============================================

NET INCOME PER COMMON SHARE, BASIC .....................     $ 1.15            $   .96            $  1.27

NET INCOME PER COMMON SHARE, ASSUMING FULL DILUTION ....     $ 1.14            $   .95            $  1.24

Weighted average number of common shares outstanding

  Basic ................................................      1,089              1,117              1,118

  Assuming full dilution ...............................      1,111              1,144              1,148

=========================================================================================================

See accompanying Notes to Consolidated Financial Statements.
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THE GILLETTE COMPANY AND SUBSIDIARY COMPANIES

CONSOLIDATED BALANCE SHEET

(Millions, except per share amount)

December 31, 1999 and 1998                                                        1999           1998

=====================================================================================================

ASSETS

CURRENT ASSETS

  Cash and cash equivalents ...............................................    $    80        $   102

  Trade receivables, less allowances: 1999 - $74; 1998 - $79 ..............      2,433          2,622

  Other receivables .......................................................        352            321

  Inventories .............................................................      1,621          1,595

  Deferred income taxes ...................................................        317            517

  Other current assets ....................................................        329            283

                                                                               ---------------------- 

    TOTAL CURRENT ASSETS ..................................................      5,132          5,440

                                                                               ---------------------- 

PROPERTY, PLANT AND EQUIPMENT, at cost less accumulated depreciation ......      3,667          3,472

INTANGIBLE ASSETS, less accumulated amortization ..........................      2,358          2,448

OTHER ASSETS ..............................................................        629            542

                                                                               ---------------------- 

                                                                               $11,786        $11,902

                                                                               ======================

LIABILITIES AND STOCKHOLDERS' EQUITY

CURRENT LIABILITIES

  Loans payable ...........................................................    $ 1,440        $   981

  Current portion of long-term debt .......................................        358              9

  Accounts payable and accrued liabilities ................................      2,158          2,170

  Income taxes ............................................................        224            318

                                                                               ---------------------- 

    TOTAL CURRENT LIABILITIES .............................................      4,180          3,478

                                                                               ---------------------- 

LONG-TERM DEBT ............................................................      2,931          2,256

DEFERRED INCOME TAXES .....................................................        423            411

OTHER LONG-TERM LIABILITIES ...............................................        795            898

MINORITY INTEREST .........................................................         38             39

CONTINGENT REDEMPTION VALUE OF COMMON STOCK PUT OPTIONS ...................        359            277

STOCKHOLDERS' EQUITY

  8.0% Cumulative Series C ESOP Convertible Preferred, without par value,

    Issued: 1999- .1 shares; 1998- .1 shares ..............................         85             9O

  Unearned ESOP compensation ..............................................         (4)           (10)

  Common stock, par value $1 per share

    Authorized: 2,320 shares

    Issued: 1999 - 1,364 shares; 1998 - 1,358 shares ......................      1,364          1,358

  Additional paid-in capital ..............................................        748            621

  Earnings reinvested in the business .....................................      6,147          5,529

  Accumulated other comprehensive income

    Foreign currency translation ..........................................     (1,031)          (826)

    Pension adjustment ....................................................        (30)           (47)

  Treasury stock, at cost:

    1999 - 299 shares; 1998 - 253 shares ..................................     (4,219)        (2,172)

                                                                               ---------------------- 

                                                                                 3,060          4,543

                                                                               ---------------------- 

    TOTAL STOCKHOLDERS' EQUITY ............................................    $11,786        $11,902

                                                                               ======================

=====================================================================================================

See accompanying Notes to Consolidated Financial Statements.
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THE GILLETTE COMPANY AND SUBSIDIARY COMPANIES

CONSOLIDATED STATEMENT OF CASH FLOWS

(Millions)

Years Ended December 31, 1999, 1998 and 1997                                          1999           1998           1997

========================================================================================================================

OPERATING ACTIVITIES

  Net income ...................................................................   $ 1,260        $ 1,081        $ 1,427

  Adjustments to reconcile net income to net cash provided by operating

   activities:

   Provision for reorganization and realignment ................................        --            535             --

   Depreciation and amortization ...............................................       500            459            422

   Other .......................................................................        (7)           (46)           (23)

   Changes in assets and liabilities, excluding the effects of acquisitions

     and divestitures:

     Accounts receivable .......................................................        (5)          (435)          (340)

     Inventories ...............................................................       (91)          (123)          (157)

     Accounts payable and accrued liabilities ..................................        65             72             29

     Other working capital items ...............................................       108           (121)            80

     Other noncurrent assets and liabilities ...................................      (252)          (142)          (167)

     Funding German pension plans ..............................................        --           (252)            --

                                                                                   -------------------------------------

        Net cash provided by operating activities ..............................     1,578          1,028          1,271

                                                                                   -------------------------------------

INVESTING ACTIVITIES

  Additions to property, plant and equipment ...................................      (932)        (1,000)          (973)

  Disposals of property, plant and equipment ...................................       127             88             59

  Acquisition of businesses, less cash acquired ................................        --            (91)            (3)

  Sale of business .............................................................        --            200             --

  Other ........................................................................         2              5             12

                                                                                   -------------------------------------

        Net cash used in investing activities ..................................      (803)          (798)          (905)

                                                                                   -------------------------------------

FINANCING ACTIVITIES

  Purchase of treasury stock ...................................................    (2,021)        (1,066)           (53)

  Proceeds from sale of put options ............................................        72             56             27

  Proceeds from exercise of stock option and purchase plans ....................       149            126            210

  Proceeds from long-term debt .................................................     1,105            500            300

  Decrease in long-term debt ...................................................        --            (12)            (6)

  Increase (decrease) in loans payable .........................................       484            708           (383)

  Dividends paid ...............................................................      (626)          (552)          (466)

  Other ........................................................................        42              9              9

                                                                                   -------------------------------------

        Net cash used in financing activities ..................................      (795)          (231)          (362)

                                                                                   -------------------------------------

EFFECT OF EXCHANGE RATE CHANGES ON CASH ........................................        (2)            (2)            (7)

NET CASH FROM HARMONIZATION PERIOD .............................................        --             --             24

                                                                                   -------------------------------------

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS ...............................       (22)            (3)            21

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR .................................       102            105             84

                                                                                   -------------------------------------

CASH AND CASH EQUIVALENTS AT END OF YEAR .......................................   $    80        $   102        $   105

                                                                                   =====================================

  Supplemental disclosure of cash paid for:

    Interest ...................................................................   $   126        $   120        $   101

    Income taxes ...............................................................   $   463        $   478        $   451

  Noncash investing and financing activities:

    Acquisition of businesses

      Fair value of assets acquired ............................................   $    --        $   100        $     3

      Cash paid ................................................................        --             91              3

                                                                                   -------------------------------------

        Liabilities assumed ....................................................   $    --        $     9        $    --

                                                                                   =====================================

========================================================================================================================

See accompanying Notes to Consolidated Financial Statements.
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THE GILLETTE COMPANY AND SUBSIDIARY COMPANIES

CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY

                                                                                 Unearned                      Additional

                                                                Preferred            ESOP         Common          Pain-in

(Millions, except per share amounts)                               Shares    Compensation          Stock          Capital

=========================================================================================================================

Balance at December 31, 1996 .................................       $ 95             $(25)       $1,343            $ 487

                                                                ---------------------------------------------------------

  Net income .................................................         --               --            --               --

  Net results of year-end

   harmonization .............................................         --               --            --               --

   Foreign currency translation ..............................         --               --            --               --

     Other comprehensive income ..............................         --               --            --               --

      Comprehensive income ...................................

  Dividends declared (per share $.43) ........................         --               --            --               --

  Stock option and purchase plans

   (9.7 shares) ..............................................         --               --            10              201

  Conversion of Series C ESOP

   preferred stock (.3 shares) ...............................         (2)              --            --                1

  Purchase of Gillette treasury stock

   (1.2 shares) ..............................................         --               --            --               --

  Proceeds from sale of put options ..........................         --               --            --               27

  Contingent liability of put options ........................         --               --            --             (407)

  Earned ESOP compensation ...................................         --                8            --               --

                                                                ---------------------------------------------------------

Balance at December 31, 1997 .................................         93              (17)        1,353              309

                                                                ---------------------------------------------------------

  Net income .................................................         --               --            --               --

   Foreign currency translation ..............................         --               --            --               --

   Pension adjustment ........................................         --               --            --               --

     Other comprehensive income ..............................         --               --            --               --

      Comprehensive income ...................................

  Dividends declared (per share $.51) ........................         --               --            --               --

  Stock option and purchase plans

   (5.3 shares) ..............................................         --               --             5              125

  Conversion of Series C ESOP

   preferred stock (.4 shares) ...............................         (3)              --            --                1

  Purchase of Gillette treasury stock

   (21.3 shares) .............................................         --               --            --               --

  Proceeds from sale of put options ..........................         --               --            --               56

  Contingent liability of put options ........................         --               --            --              130

  Earned ESOP compensation ...................................         --                7            --               --

                                                                ---------------------------------------------------------

Balance at December 31, 1998 .................................         90              (10)        1,358              621

                                                                ---------------------------------------------------------

  Net income .................................................         --               --            --               --

   Foreign currency translation ..............................         --               --            --               --

   Pension adjustment ........................................         --               --            --               --

     Other comprehensive income ..............................         --               --            --               --

      Comprehensive income

  Dividends declared (per share $.59) ........................         --               --            --               --

  Stock option and purchase plans

   (5.7 shares) ..............................................         --               --             6              139

  Conversion of Series C ESOP

   preferred stock (.6 shares) ...............................         (5)              --            --               (2)

  Purchase of Gillette treasury stock

   (46.8 shares) .............................................         --               --            --               --

  Proceeds from sale of put options ..........................         --               --            --               72

  Contingent liability of put options ........................         --               --            --              (82)

  Earned ESOP compensation ...................................         --                6            --               --

                                                                ---------------------------------------------------------

Balance at December 31, 1999 .................................       $ 85             $ (4)       $1,364            $ 748

                                                                =========================================================

=========================================================================================================================

                                                                                                      Other             Total 

                                                             Earnings          Treasury       Comprehensive      Stockholders'

(Millions, except per share amounts)                       Reinvested             Stock              Income             Equity

==============================================================================================================================

Balance at December 31, 1996 ...........................      $ 4,169            $(1,056)           $  (542)           $ 4,471

                                                           -------------------------------------------------------------------

  Net income ...........................................        1,427                 --                 --              1,427

  Net results of year-end

   harmonization .......................................          (89)                --                 --                (89)

   Foreign currency translation ........................           --                 --               (268)              (268)

                                                                                                    -------            -------

    Other comprehensive income .........................           --                 --               (268)              (268)

                                                                                                    -------            -------

      Comprehensive income .............................                                                                 1,070

                                                                                                                       -------

  Dividends declared (per share $.43) ..................         (486)                --                 --               (486)

  Stock option and purchase plans

   (9.7 shares) ........................................           --                 --                 --                211

  Conversion of Series C ESOP

   preferred stock (.3 shares) .........................           --                  1                 --                 --

  Purchase of Gillette treasury stock

   (1.2 shares) ........................................           --                (53)                --                (53)

  Proceeds from sale of put options ....................           --                 --                 --                 27

  Contingent liability of put options ..................           --                 --                 --               (407)

  Earned ESOP compensation .............................           --                 --                 --                  8

                                                           -------------------------------------------------------------------

Balance at December 31, 1997 ...........................        5,021             (1,108)              (810)             4,841

                                                           -------------------------------------------------------------------

  Net income ...........................................        1,081                 --                 --              1,081

   Foreign currency translation ........................           --                 --                (36)               (36)

   Pension adjustment ..................................           --                 --                (27)               (27)

                                                                                                    -------            -------

    Other comprehensive income .........................           --                 --                (63)               (63)

                                                                                                    -------            -------

      Comprehensive income .............................                                                                 1,018

                                                                                                                       -------

  Dividends declared (per share $.51) ..................         (573)                --                 --               (573)

  Stock option and purchase plans

   (5.3 shares) ........................................           --                 --                 --                130

  Conversion of Series C ESOP

   preferred stock (.4 shares) .........................           --                  2                 --                 --

  Purchase of Gillette treasury stock

   (21.3 shares) .......................................           --             (1,066)                --             (1,066)

  Proceeds from sale of put options ....................           --                 --                 --                 56

  Contingent liability of put options ..................           --                 --                 --                130

  Earned ESOP compensation .............................           --                 --                 --                  7

                                                           -------------------------------------------------------------------

Balance at December 31, 1998 ...........................        5,529             (2,172)              (873)             4,543

                                                           -------------------------------------------------------------------

  Net income ...........................................        1,260                 --                 --              1,260

   Foreign currency translation ........................           --                 --               (205)              (205)

   Pension adjustment ..................................           --                 --                 17                 17

                                                                                                    -------            -------

    Other comprehensive income .........................           --                 --               (188)              (188)

                                                                                                    -------            -------

      Comprehensive income .............................                                                                 1,072

                                                                                                                       -------

  Dividends declared (per share $.59) ..................         (642)                --                 --               (642)

  Stock option and purchase plans

   (5.7 shares) ........................................           --                 --                 --                145

  Conversion of Series C ESOP

   preferred stock (.6 shares) .........................           --                  7                 --                 --

  Purchase of Gillette treasury stock

   (46.8 shares) .......................................           --             (2,054)                --             (2,054)

  Proceeds from sale of put options ....................           --                 --                 --                 72

  Contingent liability of put options ..................           --                 --                 --                (82)

  Earned ESOP compensation .............................           --                 --                 --                  6

                                                           -------------------------------------------------------------------

Balance at December 31, 1999 ...........................      $ 6,147            $(4,219)           $(1,061)           $ 3,060

                                                           ===================================================================

==============================================================================================================================

See accompanying Notes to Consolidated Financial Statements.
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THE GILLETTE COMPANY AND SUBSIDIARY COMPANIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NATURE OF OPERATIONS

The Gillette Company is a global consumer products firm, with manufacturing

operations conducted at 54 facilities in 20 countries. Products are distributed

through wholesalers, retailers and agents in over 200 countries and territories.

Gillette is the world leader in male grooming, a category that includes blades,

razors and shaving preparations, and also in female grooming products, such as

wet shaving products and hair epilation devices. The Company is the world's top

seller of alkaline batteries, toothbrushes and oral care appliances, and

correction products.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

BASIS OF PRESENTATION AND PRINCIPLES OF CONSOLIDATION 

================================================================================

The preparation of consolidated financial statements in conformity with

generally accepted accounting principles requires management to make estimates

and assumptions that affect the reported amounts of assets and liabilities and

disclosure of contingent assets and liabilities at the date of the financial

statements and the reported amounts of revenues and expenses. Actual results

could differ from those estimates.

    The consolidated financial statements include the accounts of the Company

and its subsidiaries. Intercompany accounts and transactions are eliminated.

    At the end of 1997, the year-ends of all operating groups were harmonized,

with a common calendar year-end of December 31. The results of the accounting

period necessary for harmonization - in the aggregate a loss of $24 million -

are reflected as a charge in the stockholders' equity section of the balance

sheet. Also reflected in this section is a charge of $51 million, adjusting for

seasonality of advertising.

    In the first quarter of 1997, Duracell entities outside North America

changed their year-end reporting periods to coincide with those of Gillette

operations, resulting in a charge of $14 million to stockholders' equity.

CASH AND CASH EQUIVALENTS 

================================================================================

Cash and cash equivalents include cash, time deposits and all highly liquid debt

instruments with an original maturity of three months or less.

REVENUE RECOGNITION 

================================================================================

Revenue from product sales is recognized when the goods are shipped and title

passes to the customer.

INVENTORIES 

================================================================================

Inventories are stated at the lower of cost or market. Cost is determined on a

first-in, first-out (FIFO) basis.

INTANGIBLE ASSETS 

================================================================================

Goodwill is amortized on the straight-line method, generally over a period of 40

years. The Company assesses the recoverability of goodwill by determining

whether the amortization of the goodwill balance over its remaining life can be

recovered through undiscounted future operating cash flows of the acquired

operation. If the goodwill amortization cannot be fully recovered, the amount of

possible goodwill impairment is analyzed based on projected discounted future

operating cash flows or appraised values, depending on the nature of the asset.

Other Intangible Assets are amortized on the straight-line method over a period

of 10 to 40 years, predominantly 40 years.

DEPRECIATION 

================================================================================

Depreciation is computed primarily on a straight-line basis over the estimated

useful lives of assets.

ADVERTISING 

================================================================================

Advertising costs are expensed in the year incurred. Advertising spending was

$606 million in 1999, compared with $613 million in 1998 and $641 million in

1997. For interim reporting purposes, advertising expenses are charged to

operations as a percentage of sales, based on estimated sales and related

advertising expense for the full year.

RESEARCH AND DEVELOPMENT 

================================================================================

Research and development costs, included in selling, general and administrative

expenses, amounted to $223 million in 1999, $209 million in 1998 and $212

million in 1997.

INCOME TAXES 

================================================================================

The Company reinvests unremitted earnings of foreign operations and,

accordingly, does not provide for Federal income taxes that could result from

the remittance of such earnings. These unremitted earnings amounted to $2.8

billion and $3.7 billion at December 31, 1999 and 1998, respectively.

NET INCOME PER COMMON SHARE 

================================================================================

Basic net income per common share is calculated by dividing net income less

dividends on preferred stock, net of tax benefits, by the weighted average

number of common shares outstanding.
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The calculation of fully diluted net income per common share assumes conversion

of preferred stock and stock options into common stock, and also adjusts net

income for the effect of converting the preferred stock to common stock.

     Net income and shares used to compute net income per share, basic and

assuming full dilution, are reconciled below.

(Millions)                                 1999            1998           1997

==============================================================================

Net income as reported...............    $1,260         $1,081          $1,427

Less: Preferred stock dividends......         4              4               4

                                         -------------------------------------

Net income, basic....................    $1,256         $1,077          $1,423

Effect of dilutive securities:

  Convertible preferred stock........         5              5               4

                                         -------------------------------------

Net income, assuming full dilution...    $1,261         $1,082          $1,427

                                         =====================================

Common shares, basic.................     1,089           1,117          1,118

Effect of dilutive securities:

  Convertible preferred stock........        12              12             12

  Stock options......................        10              15             18

                                         -------------------------------------

Common shares, assuming full

  dilution...........................     1,111           1,144          1,148

                                          =====================================

RECLASSIFICATION OF PRIOR YEARS 

================================================================================

Prior year financial statements have been reclassified to conform to the 1999

presentations.

EFFECT OF ACCOUNTING CHANGES

In 1998, the Financial Accounting Standards Board issued SFAS 133, "Accounting

for Derivative Instruments and Hedging Activities." SFAS 133 will be adopted on

January 1, 2001. Its impact on the consolidated financial statements is still

being evaluated, but is not expected to be material.

    Also in 1998, the American Institute of Certified Public Accountants issued

SOP 98-5, "Reporting on the Costs of Start-Up Activities." The Company adopted

SOP 98-5 in 1999. It did not materially affect the consolidated financial

statements.

FOREIGN CURRENCY TRANSLATION

Net exchange gains or losses resulting from the translation of assets and

liabilities of foreign subsidiaries, except those in highly inflationary

economies, are accumulated in a separate section of stockholders' equity. Also

included are the effects of exchange rate changes on intercompany transactions

of a long-term investment nature and transactions designated as hedges of net

foreign investments.

    An analysis of cumulative translation adjustments follows.

(Millions)                                           1999       1998       1997

===============================================================================

Balance at beginning of year .............      $  (826)      $(790)      $(522)

Translation adjustments,

  including the effect of hedging ........          (79)        (86)       (222)

Related income tax effect ................         (126)         50         (46)

                                                -------------------------------

Balance at end of year ...................      $(1,031)      $(826)      $(790)

                                                ===============================

    Included in Other charges in the Consolidated Statement of Income are net

exchange losses of $35 million, $23 million and $18 million for 1999, 1998 and

1997, respectively.

SUPPLEMENTAL BALANCE SHEET INFORMATION

INVENTORIES 

================================================================================

                                        December 31,                December 31,

(Millions)                                      1999                        1998

================================================================================

Raw materials and supplies..........         $  229                       $  244

Work in process.....................            192                          232

Finished goods......................          1,200                        1,119

                                             -----------------------------------

                                             $1,621                       $1,595

                                             ===================================

PROPERTY, PLANT AND EQUIPMENT 

================================================================================

================================================================================

Land................................         $   68                       $   69

Buildings...........................            743                          745

Machinery and equipment.............          5,151                        4,891

                                             -----------------------------------

                                              5,962                        5,705

Less accumulated depreciation.......          2,295                        2,233

                                             -----------------------------------

                                             $3,667                       $3,472

                                             ===================================

    Interest on funds used to finance construction of significant additions to

tangible property and equipment is capitalized and amortized over the remaining

life of the related asset. The capitalized interest is recorded as part of the

asset to which it relates and will be amortized over the asset's estimated

useful life. During 1999, 1998 and 1997, interest cost was capitalized in the

amounts of $13 million, $18 million and $10 million, respectively.
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INTANGIBLE ASSETS

================================================================================

                                              December 31,          December 31,

(Millions)                                            1999                  1998

================================================================================

Goodwill ($44 not subject

  to amortization).....................             $2,052                $2,068

Other intangible assets................              1,204                 1,194

                                                    ----------------------------

                                                     3,256                 3,262

Less accumulated amortization..........                898                   814

                                                    ----------------------------

                                                    $2,358                $2,448

                                                    ============================

    Other intangible assets consists primarily of capitalized amounts related to

trademarks, trade names, patents and other similar items.

ACCOUNTS PAYABLE AND ACCRUED LIABILITIES 

================================================================================

================================================================================

Accounts payable.......................             $  513                $  606

Advertising and sales promotion........                451                   391

Payroll and payroll taxes..............                169                   175

Other taxes............................                 98                    85

Dividends payable on

  common stock.........................                157                   141

Reorganization/realignment expense.....                139                   308

Miscellaneous..........................                631                   464

                                                    ----------------------------

                                                    $2,158                $2,170

                                                    ============================

OTHER LONG-TERM LIABILITIES 

================================================================================

================================================================================

Pensions...............................             $  207                $  242

Postretirement medical.................                296                   305

Incentive plans........................                166                   183

Reorganization/realignment expense.....                 --                    38

Miscellaneous..........................                126                   130

                                                    ----------------------------

                                                    $  795                $  898

                                                    ============================

DEBT

LOANS PAYABLE 

================================================================================

================================================================================

Commercial paper (6.0% and 5.4%).......             $ 2,408             $ 1,657

Payable to banks (6.3% and 3.8%).......                 132                 424

Amount reclassified as long-term 

  debt.................................              (1,100)             (1,100)

                                                    ---------------------------

                                                    $ 1,440             $   981

                                                    ===========================

LONG-TERM DEBT 

================================================================================

                                                December 31,        December 31,

(Millions)                                              1999                1998

================================================================================

Commercial paper.......................               $1,100              $1,100

5.00% Notes due 2006...................                  300                 300

5.75% Notes due 2005...................                  200                 200

3.25% Euro notes due 2004..............                  302                  --

1.30% Synthetic Euro obligation

  due 2003.............................                  429                  --

6.25% Notes due 2003...................                  150                 150

1.00% Synthetic Euro obligation

  due 2002.............................                  302                  --

5.75% Notes due 2001...................                  200                 200

6.00% Notes due 2000...................                  300                 300

8.03% Guaranteed ESOP notes due

  through 2000.........................                    5                  13

Other, multicurrency borrowings........                    1                   2

                                                      --------------------------

Total long-term debt...................                3,289               2,265

Less current portion...................                  358                   9

                                                      --------------------------

Long-term portion......................               $2,931              $2,256

                                                      ==========================

    The Company's commercial paper program is supported by its revolving credit

facilities. The Company has a $2.0 billion revolving bank credit agreement that

expires in October 2000 and a $1.1 billion revolving bank credit agreement

expiring in December 2001, both of which may be used for general corporate

purposes. Under the agreements, the Company has the option to borrow at various

interest rates, including the prime rate, and is required to pay an average

facility fee of .039% per annum. At year-end 1999 and 1998, there were no

borrowings under such agreements.

    Based on the Company's intention and ability to maintain its $1.1 billion

revolving credit agreement beyond 2000, $1.1 billion of commercial paper

borrowing was classified as long-term debt at December 31, 1999, and December

31, 1998.

    Aggregate maturities of total long-term debt for the five years subsequent

to December 31, 1999, are $358 million in 2000, $1,364 million in 2001, $291

million in 2002, $474 million in 2003 and $302 million in 2004. Those maturities

include the amortization of a portion of the synthetic Euro obligations.

    Unused lines of credit, including the revolving bank credit agreements,

amounted to $3.9 billion at December 31, 1999.
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FINANCIAL INSTRUMENTS

The estimated fair values of the Company's financial instruments are summarized

below.

                                             Notional       Carrying       Fair

(Millions)                                     Amount         Amount      Value

================================================================================

DECEMBER 31, 1999

Long-term investments .................                      $   188    $   188

Long-term debt ........................                       (3,289)    (3,186)

Derivative instruments:

  Debt-related contracts ..............       $ 2,196            140         93

  Currency options ....................           119              1          1

  Equity contracts ....................            56              1          1

  Commodity contracts .................            29             --          5

DECEMBER 31, 1998

Long-term investments .................                      $   177    $   177

Long-term debt ........................                       (2,265)    (2,277)

Derivative instruments:

  Debt-related contracts ..............       $ 1,881              7         16

  Currency options ....................           111              4          4

  Equity contracts ....................            62             15         15

  Commodity contracts .................            22             --         (4)

    Notional amounts are a unit of measure specified in a derivative instrument.

The carrying amounts and fair values of the debt-related contracts include

interest receivables of $24 million and $26 million at December 31, 1999 and

1998, respectively. The carrying amounts for cash, short-term investments,

receivables, accounts payable and accrued liabilities, and loans payable

approximate fair value because of the short maturity of these instruments. The

fair value of long-term investments is estimated based on quoted market prices.

The fair value of long-term debt, including the current portion, is estimated

based on rates currently offered to the Company for debt of the same remaining

maturities. The estimated fair values of interest rate, foreign currency, equity

and commodity contracts are calculated based on market rates. These values

represent the estimated amounts the Company would receive or pay to terminate

agreements, taking into consideration current market rates and the current

creditworthiness of the counterparties.

    The Company uses derivative financial instruments primarily to optimize

borrowing costs under its financing strategy and to a lesser extent to hedge

certain foreign currency, equity-linked employee compensation and commodity

exposures. These contracts hedge transactions and balances for periods

consistent with their underlying exposures and do not constitute investments

independent of these exposures. The Company does not hold or issue financial

instruments for trading purposes.

    The Company enters into derivative contracts that effectively change the

interest rate and currency of its borrowings. At December 31, 1999 and 1998,

interest and currency swaps converted $1.15 billion of U.S. dollar fixed rate

debt into floating rate U.S. dollar obligations of $800 million and $800

million, and floating rate Euro obligations of $282 million and $328 million,

respectively. The terms of the swaps match the terms of the underlying debt. The

floating interest rate payments under these swaps are based on three-month

LIBOR rates. In addition, at December 31, 1999 and 1998, forward contracts

converted $1,046 million and $731 million, respectively, of U.S. dollar

commercial paper to principally Euro borrowings of $998 million and $786

million, respectively. In 2000, $1,033 million of forwards mature and in 2001,

$13 million mature. Interest to be paid or received on these contracts currently

adjusts interest expense.

    The currency swaps and forwards are designated as hedges, and effectively

hedge the Company's net investment in foreign subsidiaries. Resulting currency

gains and losses on these contracts are reported as foreign currency translation

adjustments in accumulated other comprehensive income. The Company's total debt

after the effects of the associated contracts, which were receivables of $116

million at December 31, 1999, and payables of $33 million at December 31, 1998,

follows.

                                              1999                  1998

                                        ----------------     ------------------ 

(Millions)                              Amount      Rate     Amount        Rate

===============================================================================

U.S. dollar floating rate ........      $2,203       6.0%    $1,786         5.2%

U.S. dollar fixed rate ...........           5       8.0         13         8.0

Euro floating rate ...............       1,127       3.9      1,316         3.3

Euro fixed rate ..................       1,033       1.8         --          --

Other floating rate ..............         245       3.1        164         2.6

                                        ----------------     ------------------

                                        $4,613       4.4%    $3,279         4.3%

                                        ================     ==================

    The Company purchases foreign currency put options to assist in protecting

its U.S. dollar earnings. The initial amounts paid are reflected in other

current assets. Changes in fair values of outstanding contracts are reflected in

profit from operations. The option outstanding at December 31, 1999, is

denominated in Yen and expires in December 2000. The option outstanding at

December 31, 1998, was denominated in Yen and expired unexercised in 1999.

    The Company has also fixed the cost of certain employee compensation

expenses linked to its stock price by entering into equity swap and option

contracts that mature in 2000, 2002 and 2003. Outstanding contracts are stated

at fair value. Changes in fair value are reflected in profit from operations and

offset changes in the value of the underlying liabilities.
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    In addition, the Company enters into commodity swaps to fix the price of a

portion of certain raw materials used in the manufacturing process. The maturity

of the contracts highly correlates to the actual purchases of the commodity, and

contract values are reflected in the cost of the commodity as it is actually

purchased. The commodity swaps as of year-end 1999 mature through December 2000.

    The equity put options associated with the share repurchase program are

described separately in the Share Repurchase Program note.

    Several major international financial institutions are counterparties to the

Company's financial instruments. It is Company practice to monitor the financial

standing of the counterparties and to limit the amount of exposure with any one

institution. The Company may be exposed to credit loss in the event of

nonperformance by the counterparties to these contracts, but does not anticipate

such nonperformance.

    With respect to trade receivables, concentration of credit risk is limited,

due to the diverse geographic areas covered by Gillette operations. Any possible

bad debt loss has been provided for in the allowance for doubtful accounts.

COMMITMENTS AND CONTINGENCIES

Minimum rental commitments under noncancellable leases, primarily for office and

warehouse facilities, are $72 million in 2000, $56 million in 2001, $48 million

in 2002, $42 million in 2003, $34 million in 2004 and $37 million for years

thereafter. Rental expense amounted to $100 million in 1999, $103 million in

1998 and $93 million in 1997.

    The Company is subject to legal proceedings and claims arising out of its

business that cover a wide range of matters, including antitrust and trade

regulation, contracts, advertising, environmental issues, product liability,

patent and trademark matters and taxes.

    Management, after review and consultation with counsel, considers that any

liability from all of these pending lawsuits and claims would not materially

affect the consolidated financial position, results of operations or liquidity

of the Company.

BUSINESS COMBINATIONS AND DIVESTITURES

In 1998, the Company sold its Jafra skin care and color cosmetics business for

$200 million. The transaction did not have a material impact on financial

results.

    Also during 1998, the Company acquired two businesses in the Duracell

segment, in South Korea and India, for an aggregate purchase price of $100

million. These two acquisitions have been accounted for by the purchase method

of accounting. Their results of operations since acquisition, which have been

included in the Company's consolidated financial statements, have not materially

affected the consolidated financial position, results of operations or liquidity

of the Company.

REORGANIZATION AND REALIGNMENT

On September 28, 1998, the Company announced a reorganization to realign its

worldwide operations. In connection with the reorganization and realignment, and

in accordance with EITF issue 94-3 and SFAS 121, the Company recorded in the

third quarter of 1998 a charge to operating expenses of $535 million ($347

million after taxes, or $.30 in net income per common share, fully diluted).

There have been no material modifications to the scope of the original plan. The

program will be substantially complete at the end of the first quarter of 2000.

Spending levels for specific program activities have varied from original

estimates. Estimated spending has decreased for severance payments and increased

for distributor buyout costs, as shown in the table below. Total program

spending, however, is expected to remain unchanged from the initial provision of

$535 million. Employee-related expenses for severance payments and other

benefits, which were not treated separately at the program's inception, have

been reclassified in the initial provision.

    Details of the reorganization and realignment charge follow. The other

benefits portion of employee-related expenses, shown below, includes fringe

benefits, outplacement fees and special termination benefits related to

pensions.

                                                     Utilized

                                        Initial    ------------  Other

(Millions)                            Provision    1998    1999 Changes  Balance

================================================================================

Employee-related expenses

  Severance payments ..................    $265    $ 12    $129    $(16)    $108

  Other benefits ......................     120      39      60      --       21

Asset impairments 

  Property, plant and equipment .......     122     122      --      --       --

  Other assets ........................      13      13      --      --       --

Distributor buyout

    costs .............................      15       3      18      16       10

                                           -------------------------------------

Total .................................    $535    $189    $207    $ --     $139

                                           =====================================

    The effect of suspending depreciation for impaired assets was $9 million in

1999 and $3 million in 1998.

    In accordance with EITF issue 94-3, certain expenses related to the program,

primarily employee and equipment
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relocation, were not provided for in the reorganization and realignment reserve.

Those expenses, which are therefore recognized as incurred, amounted to $61

million in 1999. In addition, a gain of $22 million on the sale of land and a

building was recognized in 1999. Both the expenses and the gain are included in

selling, general and administrative expenses.

INCOME TAXES

Deferred taxes result from the different treatments accorded financial statement

accounting and tax accounting, known as temporary differences. The Company

records the tax effect of these temporary differences as deferred tax assets,

which generally may be used as a tax deduction or credit in future periods, and

as deferred tax liabilities, for which the Company receives a tax deduction that

is not as yet recorded in the income statement.

    Income before income taxes and income tax expense are summarized below.

(Millions)                                      1999          1998          1997

================================================================================

Income before income taxes

  United States .......................       $1,127       $ 1,026        $1,119

  Foreign .............................          803           643         1,102

                                              ----------------------------------

Total income before

  income taxes ........................       $1,930       $ 1,669        $2,221

                                              ==================================

Current tax expense

  Federal .............................       $  183       $   340        $  247

  Foreign .............................          246           330           311

  State ...............................           22            58            59

Deferred tax expense

  Federal .............................          135           (56)           77

  Foreign .............................           83           (76)           87

  State ...............................            1            (8)           13

                                              ----------------------------------

Total income tax expense ..............       $  670       $   588        $  794

                                              ==================================

    A reconciliation of the statutory Federal income tax rates to the Company's

effective tax rate follows.

                                                    1999        1998       1997

================================================================================

Statutory Federal tax rate .................        35.0%       35.0%      35.0%

Goodwill amortization ......................          .3          .3         .3

Rate differential on

  foreign income ...........................         2.0         1.6         .4

Effect of foreign currency

  translation ..............................          .5          .2         .1

State taxes (net of

  Federal tax benefits) ....................          .8         1.9        2.1

Benefit of foreign tax credits .............        (3.5)       (3.3)      (3.9)

Other differences ..........................         (.3)        (.4)       1.8

                                                    ---------------------------

Effective tax rate .........................        34.8%       35.3%      35.8%

                                                    ===========================

     The components of deferred tax assets and deferred tax liabilities are

shown below.

                                        1999                     1998

                               -----------------------   ---------------------

                               Deferred       Deferred   Deferred     Deferred

                                    Tax            Tax        Tax          Tax

(Millions)                       Assets    Liabilities     Assets  Liabilities

==============================================================================

CURRENT                                                                

Advertising and sales                                                  

    promotion ................     $ 19          $  --       $ 23        $ --

  Benefit plans ..............       52             --         81          --

  Merger-related costs and                                             

    certain realignment                                                

    programs .................       67             --        161          --

  Miscellaneous reserves                                               

    and accruals .............       62             --         81          --

  Operating loss and credit                                            

    carryforwards ............       14             --         11          --

  Other ......................      103             --        160          --

                                   -------------------       ----------------

  Total current ..............      317          $  --       $ --         517

                                   -------------------       ----------------

  Net current ................     $317                      $517

                                   ====                      ====

NONCURRENT                                                             

  Benefit plans ..............     $111          $  --       $180        $ --

  Intangibles ................       --            195         --         210

  Merger-related costs and                                             

    certain realignment                                                

    programs .................       --             --         13          --

  Operating loss and credit                                            

    carryforwards ............       51             --         31          --

  Property, plant and                                                  

    equipment ................       --            326         --         385

  Other ......................       --             45         --          11

                                   -------------------       ----------------

  Total noncurrent ...........      162            566        224         606

                                   -------------------       ----------------

  Valuation allowance ........     $(19)                    $ (29)   

                                   ====                      ====    

  Net noncurrent .............                    $423                   $411

                                                  ====                   ====

TOTAL                                                                  

  Net deferred tax                                                  

    assets/liabilities .......                    $106      $106

                                                  ====      ====
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PENSION PLANS AND OTHER RETIREE BENEFITS

The Company has various retirement programs, including defined benefit, defined

contribution and other plans, that cover most employees worldwide. In 1998, the

Company began funding its pension plans in Germany by contributing $252 million

to a newly established pension trust. Other retiree benefits are health care and

life insurance benefits provided to eligible retired employees, principally in

the United States. The components of benefit expense follow.

                                                                      Pension Benefits                    Other Retiree Benefits

                                                            --------------------------------         ------------------------------

(Millions)                                                  1999          1998          1997         1999         1998         1997

===================================================================================================================================

COMPONENTS OF NET BENEFIT EXPENSE:

  Service cost-benefits earned ....................        $  69         $  67         $  64          $ 6          $ 6          $ 5

  Interest cost on benefit obligation .............          116           123           115           16           17           17

  Estimated return on assets ......................         (166)         (157)         (118)          (4)          (3)          (2)

  Net amortization ................................           13             6             6           (7)          (7)          (8)

  Plan curtailments and other .....................           (7)           --            --           --           --           --

                                                           ---------------------------------          -----------------------------

                                                              25            39            67           11           13           12

  Defined contribution plans ......................            6             2             4           --           --           --

  Other foreign defined benefit plans .............            9            10             8           --           --           --

                                                           ---------------------------------          -----------------------------

Total benefit expense .............................        $  40         $  51         $  79          $11          $13          $12

                                                           =================================          =============================

The funded status of the Company's principal defined benefit and other retiree

benefit plans and the amounts recognized in the balance sheet at December 31

follow.

                                                                     Pension Benefits          Other Retiree Benefits

                                                                    -------------------        ----------------------

(Millions)                                                          1999           1998         1999             1998

 ====================================================================================================================

CHANGE IN BENEFIT OBLIGATION:

 Balance at beginning of year .................................   $2,022         $1,790        $ 240            $ 248

 Benefit payments .............................................      (97)          (105)         (15)             (14)

 Service and interest costs ...................................      185            191           22               23

 Amendments ...................................................        5             48           21                1

 Actuarial (gains) losses .....................................       16             88           (1)             (16)

 Plan settlements and other items .............................      (99)            --           --               --

 Currency translation adjustment ..............................      (76)            10           (6)              (2)

                                                                  ---------------------        ----------------------

 Balance at end of year .......................................    1,956          2,022          261              240

CHANGE IN FAIR VALUE OF PLAN ASSETS:

 Balance at beginning of year .................................    1,957          1,540           36               33

 Actual return on plan assets .................................      275            204            5                6

 Employer contribution ........................................       39            299           --               (3)

 Benefit payments .............................................      (78)           (86)          --               --

 Plan settlements .............................................      (91)            --           --               --

 Currency translation adjustment ..............................      (50)            --           --               --

                                                                  ---------------------        ----------------------

 Balance at end of year .......................................    2,052          1,957           41               36

Plan assets greater (less) than benefit obligation ............       96            (65)        (220)            (204)

Unrecognized prior service cost and transition obligation .....       50             57           19               (1)

Unrecognized net loss (gain) ..................................      (56)            54          (95)            (100)

Minimum liability adjustment included in:                                                                  

 Intangible assets ............................................      (13)           (17)          --               --

 Stockholders' equity .........................................      (30)           (47)          --               --

                                                                  ---------------------        ----------------------

Net prepaid (accrued) benefit cost included in consolidated                                                

balance sheet .................................................   $   47         $  (18)       $(296)           $(305)

                                                                  =====================        ======================
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     The values at December 31 for pension plans with accumulated benefit

obligations in excess of plan assets follow.

(Millions)                                   1999       1998

============================================================

Projected benefit obligation................ $516       $570

Accumulated benefit obligation..............  453        506

Fair value of plan assets...................  283        304

     The weighted average assumptions used in determining related obligations of

pension benefit plans are shown below.

(Percent)                                        1999          1998         1997

================================================================================

Discount rate...................................  6.8           6.3          7.1

Long-term rate of return on assets..............  9.1           8.6          9.3

Rate of compensation increases..................  4.7           3.9          4.9

     The weighted average assumptions used in determining related obligations of

other retiree benefit plans are shown below.

(Percent)                                         1999         1998         1997

================================================================================

Discount rate...................................   7.5         6.5           7.0

Long-term rate of return on assets..............  10.0         9.0           9.0

     The assumed health care cost trend rate for 2000 is 6.0%, decreasing to

5.0% in 2001. A one percentage point increase in the trend rate would have

increased the accumulated postretirement benefit obligation by 13%, and interest

and service cost by 18%. A one percentage point decrease in the trend rate would

have decreased the accumulated postretirement benefit obligation by 10%, and

interest and service cost by 14%.

     The Employee Stock Ownership Plan (ESOP) was established to assist Gillette

employees in financing retiree medical costs. ESOP shares allocated to eligible

participants reduce the Company's obligations over the period of allocation.

Account balances are assumed to have an annual yield of 12%. A retiree health

benefits account within the Company's principal domestic pension plan will also

be used to pay these costs.

EMPLOYEE STOCK OWNERSHIP PLAN

     In 1990, the Company sold to the ESOP 165,872 shares of a new issue of 8%

cumulative Series C convertible preferred stock for $100 million, or $602.875

per share.

     Each share of Series C stock is entitled to vote as if it were converted to

common stock and is convertible into 80 common shares at $7.536 per share. At

December 31, 1999, 141,254 Series C shares were outstanding, of which 135,500

shares were allocated to employees and the remaining shares were held in the

ESOP trust for future allocations. The Series C shares are equivalent to

11,300,290 shares of common stock, about 1.1% of the Company's outstanding

voting stock.

     The Series C stock is redeemable upon the occurrence of certain change in

control or other events, at the option of the Company or the holder, depending

on the event, at varying prices not less than the purchase price plus accrued

dividends. The Company has the option and the intention to redeem Series C stock

solely in common stock.

     The ESOP purchased the Series C shares with borrowed funds guaranteed by

the Company. Gillette contributions to the ESOP, and the dividends paid on the

Series C shares, are used to pay loan principal and interest semiannually over a

10-year period.

     As the ESOP loan is repaid, a corresponding amount of Series C stock held

in the trust is released to participant accounts. Allocations are made quarterly

to the accounts of eligible employees, generally on the basis of an equal amount

per participant. In general, regular U.S. employees participate in the ESOP

after completing one year of service with the Company.

     The unpaid balance of this loan is reported as a liability of the Company.

An unearned ESOP compensation amount is reported as an offset to the Series C

shares in the equity section.

     Plan costs and activity follow.

(Millions)                                        1999      1998    1997

========================================================================

Compensation expense...........................    $-        $ 2    $ 3

Cash contributions and dividends paid..........     9         10     11

Principal payments.............................     8          9      9

Interest payments..............................     1          1      2
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STOCK COMPENSATION PLANS AND CAPITAL STOCK

At December 31, 1999, the Company had stock-based compensation plans described

below that include the pre-merger plans of Duracell.

STOCK OPTION PLANS

================================================================================

Stock option plans authorize the granting of options on shares of the Company's

common stock to selected key employees, including officers, and to nonemployee

directors, at not less than the fair market value of the stock on the date of

grant. Outstanding options have seven- to 10-year terms.

    Options granted prior to April 17, 1997, are exercisable one year from the

date of grant (except the Duracell options, which became exercisable upon the

merger), provided the employee optionee is still employed or the director

continues to serve. For options granted after April 16, 1997, one-third of the

options become vested on each of the first three anniversaries of the stock

option award date. The plans also permit payment for options exercised in shares

of the Company's common stock (except Duracell options) and the granting of

incentive stock options.

    The Company applied APB 25 and related interpretations in accounting for its

plans. Accordingly, no compensation cost has been recognized for its fixed stock

option plans in its results of operations. Had the Company recorded a charge for

the fair value of options granted consistent with SFAS 123, net income would

have been reduced by $146 million in 1999, $100 million in 1998 and $88 million

in 1997. The impact of this charge on net income per common share, both basic

and assuming full dilution, would have been $.13, $.09 and $.08 in 1999, 1998

and 1997, respectively. The weighted average fair value of options granted was

$14.64 in 1999, $14.12 in 1998 and $12.92 in 1997. The fair value of each option

grant for the Company's plans is estimated on the date of the grant using the

Black-Scholes option pricing model, with the following weighted average

assumptions used for grants in 1999, 1998 and 1997.

                                         1999              1998             1997

================================================================================

Risk-free interest rates..........       6.1%              5.7%             6.6%

Expected option lives.............  4.7 years         4.5 years        4.6 years

Expected volatilities.............      30.4%             19.2%            19.2%

Expected dividend yields..........       1.3%               .9%              .9%

    A summary of the status of the Company's stock option plans at December 31,

1999, 1998 and 1997, follows.

                                                                        Weighted

                                                                         Average

                                                         Options        Exercise

                                                     (Thousands)           Price

================================================================================

Outstanding at December 31, 1996 ...............          38,536          $18.71

Granted ........................................          10,586           47.15

Exercised ......................................         (10,094)          15.59

Cancelled ......................................            (200)          37.49

                                                         -----------------------

Outstanding at December 31, 1997 ...............          38,828          $27.18

Granted ........................................          10,984           56.29

Exercised ......................................          (5,635)          17.53

Cancelled ......................................            (518)          48.59

                                                         -----------------------

Outstanding at December 31, 1998 ...............          43,659          $35.49

Granted ........................................          15,322           45.19

Exercised ......................................          (5,745)          18.94

Cancelled ......................................          (1,280)          51.52

                                                         -----------------------

Outstanding at December 31, 1999 ...............          51,956          $39.79

                                                         =======================

    The number of outstanding options that were exercisable at year-end 1999,

1998 and 1997 were 26,962 thousand, 26,321 thousand and 28,334 thousand,

respectively.

    The following table summarizes information about fixed stock options

outstanding at December 31, 1999.

                                   Outstanding                                         Exercisable

                    ------------------------------------------------          --------------------------

                                           Weighted

                                            Average

                                          Remaining         Weighted                            Weighted

Range of                                   Years of          Average                             Average

Exercise                 Options        Contractual         Exercise              Options       Exercise

Prices               (Thousands)               Life            Price          (Thousands)          Price

====================================================================          ==========================

 $ 4-14                   3,317                 2.6           $10.88                3,317         $10.88

  16-21                   7,754                 5.0            19.40                7,754          19.40

  21-30                   6,079                 6.3            29.11                6,079          29.11

  35-48                  24,467                 8.8            45.87                6,429          46.97

  50-60                  10,339                 8.5            56.25                3,383          56.35

                         -------------------------------------------               ---------------------

 $ 4-60                  51,956                 7.5           $39.79               26,962         $31.75

                         ===========================================               =====================

STOCK EQUIVALENT UNIT PLAN 

================================================================================

Eligible Gillette employees participate in the Stock Equivalent Unit Plan, which

provides for awards of basic stock units to key employees. Each unit is treated

as equivalent to one share of the Company's common stock. However, the employee

only receives appreciation, if any, in the market value of the stock and

dividend equivalent units as dividends are paid. Appreciation on basic stock

units is limited to 100% of the original market value. Benefits accrue over

seven years, and vesting commences in the third year. Plan expense amounted to

$10 million in 1999, $9 million in 1998 and $21 million in 1997.
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SHARE REPURCHASE PROGRAM

================================================================================

On September 18, 1997, the Company's Board of Directors authorized a share

repurchase program to buy up to 50 million shares in the open market or in

privately negotiated transactions, depending on market conditions and other

factors. This repurchase was completed in July 1999. On June 17, 1999, the

Company's Board of Directors authorized an expansion of the share repurchase

program from 50 million to 75 million shares, with a subsequent expansion on

October 21, 1999, from 75 million to 100 million shares.

     In 1999, the Company repurchased 47 million shares in the open market for

$2,054 million. From the inception of the program through December 31, 1999, the

Company repurchased 69 million shares in the open market for $3,173 million. The

Company plans to purchase the remaining authorized shares over the next 12 to 15

months in the open market or in privately negotiated transactions, depending on

market conditions and other factors.

     In 1999, the Company continued to sell equity put options as an enhancement

to its ongoing share repurchase program and earned $72 million in premiums.

These options provide the Company with an additional opportunity to supplement

open-market purchases of its common stock if the options expire "in the money"

(the option strike price is greater than the closing price for Gillette common

stock on the expiration date). In addition, the premiums received are a source

of funding for share purchases. The options are exercisable only on the last day

of their term. The Company, at its discretion, may elect to settle by paying net

cash or by purchasing the shares. To date, the Company has purchased shares upon

settlement and intends to continue this practice.

     The option prices were based on the market value of the Company's stock at

the date of issuance. The redemption value of the outstanding options, which

represents the options' price multiplied by the number of shares under option,

is presented in the accompanying consolidated balance sheet as "Contingent

Redemption Value of Common Stock Put Options." At December 31, 1999 and 1998, no

"in the money" obligations existed on outstanding options.

PREFERRED STOCK PURCHASE RIGHTS 

================================================================================

At December 31, 1999, the Company had 538 million preferred stock purchase

rights outstanding as follows: one-half right for each share of common stock

outstanding and a total of 6 million rights for the outstanding Series C

preferred stock. Each right may be exercised to purchase one ten-thousandth of a

share of junior participating preferred stock for $225. The rights will only

become exercisable, or separately transferable, on the earlier of the tenth

business day after the Company announces that a person has acquired 15% or more,

or the tenth business day after a tender offer commences that could result in

ownership of more than 15%, of the Company's common stock.

     If any person acquires 15% or more of the common stock (except in an offer

for all common stock that has been approved by the Board of Directors), or in

the event of certain mergers or other transactions involving a 15% or more

stockholder, each right not owned by that person or related parties will enable

its holder to purchase, at the right's exercise price, common stock (or a

combination of common stock and other assets) having double that value. In the

event of certain merger or asset sale transactions with another party, similar

terms would apply to the purchase of that party's common stock.

     The rights, which have no voting power, expire on December 14, 2005,

subject to extension. Upon approval by the Board of Directors, the rights may be

redeemed for $.01 each under certain conditions, which may change after any

person becomes a 15% stockholder.

     At December 31, 1999, there were authorized 5,000,000 shares of preferred

stock without par value, of which 141,254 Series C shares were issued and

outstanding and 400,000 Series A shares were reserved for issuance upon exercise

of the rights.
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OPERATING SEGMENTS AND RELATED INFORMATION

The following table presents certain operating segment information.

(Millions)                                  Blades &                    Duracell

1999                                          Razors    Toiletries      Products

================================================================================

Net sales ............................        $3,167        $1,062        $2,726

Profit from operations ...............         1,206            85           606

Identifiable assets ..................         3,532           696         3,310

Capital expenditures .................           459            85           145

Depreciation .........................           186            29            56

1998

--------------------------------------------------------------------------------

Net sales ............................        $3,028        $1,214        $2,576

Profit from operations ...............         1,153            54           597

Identifiable assets ..................         3,378           771         3,288

Capital expenditures .................           453            69           144

Depreciation .........................           167            27            51

1997

--------------------------------------------------------------------------------

Net sales ............................        $2,881        $1,410        $2,478

Profit from operations ...............         1,186           124           526

Identifiable assets ..................         3,006         1,004         3,138

Capital expenditures .................           423            88           165

Depreciation .........................           111            37            58

================================================================================

(Millions)                       Oral-B     Braun Stationery     All

1999                           Products  Products   Products   Other       Total

================================================================================

Net sales .....................    $616    $1,583    $  743     $ --     $ 9,897

Profit from operations ........      77       154        18      (41)      2,105

Identifiable assets ...........     663     1,602     1,214      769      11,786

Capital expenditures ..........      40       130        43       30         932

Depreciation ..................      23        83        21       22         420

1998

--------------------------------------------------------------------------------

Net sales .....................    $642    $1,740    $  856     $ --     $10,056

Profit from operations ........     101       291       108     (515)      1,789

Identifiable assets ...........     680     1,679     1,330      776      11,902

Capital expenditures ..........      62       135        48       89       1,000

Depreciation ..................      18        73        24       13         373

1997

--------------------------------------------------------------------------------

Net sales .....................    $624    $1,744    $  924     $  1     $10,062

Profit from operations ........      85       304       156      (57)      2,324

Identifiable assets ...........     622     1,544     1,299      251      10,864

Capital expenditures ..........      45       126        40       86         973

Depreciation ..................      17        77        23        7         330

================================================================================

Each operating segment is individually managed and has separate financial

results that are reviewed by the Company's chief operating decision-makers. Each

segment contains closely related products that are unique to the particular

segment.

    The Blades & Razors segment consists of blades and razors. The Toiletries

segment includes deodorants/ antiperspirants, shave preparations, after-shaves

and hair care products. The Duracell Products segment consists of consumer

batteries. The Oral-B Products segment primarily comprises toothbrushes and

interdental products. Included in the Braun Products segment are electric

shavers and hair epilators, as well as oral care, household, hair care and

personal diagnostic appliances. The Stationery Products segment consists of

writing instruments and correction products.

    Profit from operations is net sales less cost of sales and selling, general

and administrative expenses, but is not affected either by nonoperating

charges/income or by income taxes.

    Nonoperating charges/income consists principally of net interest expense and

the effect of exchange.

    In calculating profit from operations for individual operating segments,

substantial administrative expenses incurred at the operating level that are

common to more than one segment are allocated on a net sales basis. Certain

headquarters expenses of an operational nature also are allocated to segments.

    All intercompany transactions, primarily merchandise transfers, have been

eliminated, and intersegment revenues are not significant.

    The $535 million charge to profit from operations in 1998 for reorganization

and realignment expenses is not assigned to the operating segments in the

accompanying table, since the elements of the charge are managed separately from

the segments.

    Had the Company allocated the charge by segment, the amounts would have been

as follows: Blades & Razors, $117 million; Toiletries, $47 million; Duracell

Products, $128 million; Oral-B Products, $68 million; Braun Products, $69

million; Stationery Products, $95 million; and All Other, $11 million.

    The All Other column includes items not allocated to operating segments.

Profit from operations includes the $535 million charge for reorganization and

realignment expenses in 1998 and all unallocated income/expense items, including

corporate headquarters expenses. Identifiable assets includes deferred income

tax assets, nonqualified benefit trusts, construction-in-progress costs related

to Corporate Information Technology initiatives and other financial instruments

managed by the Corporate Treasury Department. Capital expenditures is primarily

related to Corporate Information Technology initiatives.
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Net sales by geographic area follow.

(Millions)                                  1999            1998            1997

================================================================================

Foreign ........................          $5,944         $ 6,241         $ 6,380

United States ..................           3,953           3,815           3,682

                                          --------------------------------------

                                          $9,897         $10,056         $10,062

                                          ======================================

Long-lived assets at December 31 follow.

(Millions)                                  1999            1998            1997

================================================================================

Germany ........................          $  656          $  575          $  438

Other Foreign ..................           1,278           1,261           1,202

                                          --------------------------------------

Total Foreign ..................           1,934           1,836           1,640

United States ..................           1,733           1,636           1,464

                                          --------------------------------------

                                          $3,667          $3,472          $3,104

                                          ======================================

QUARTERLY FINANCIAL INFORMATION (UNAUDITED)

                                                                           Three Months Ended

(Millions, except per share amounts)                      ---------------------------------------------------

1999                                                      March 31      June 30      September 30  December 31    Total Year

============================================================================================================================

Net sales ................................................  $1,939       $2,414            $2,509       $3,035       $ 9,897

Gross profit .............................................   1,246        1,502             1,563        1,875         6,186

Profit from operations ...................................     447          492               590          576         2,105

Income before income taxes ...............................     412          459               541          518         1,930

Net income ...............................................     269          300               352          339         1,260

Net income per common share, basic (a) ...................     .24          .27               .33          .32          1.15

Net income per common share, assuming full dilution ......     .24          .26               .32          .32          1.14

Dividends declared per common share ......................      --          .14 3/4           .14 3/4      .29 1/2       .59

Stock price range: (composite basis)                                                  

 High ....................................................   64.38        60.19             48.38        45.44         64.38

 Low .....................................................   44.75        40.50             33.06        33.88         33.06

1998 (b)                                                                              

============================================================================================================================ 

Net sales ................................................  $2,025       $2,325            $2,531       $3,175       $10,056

Gross profit .............................................   1,242        1,443             1,557        1,961         6,203

Profit from operations ...................................     434          595                40          720         1,789

Income before income taxes ...............................     414          575                 9          671         1,669

Net income ...............................................     268          372                 6          435         1,081

Net income per common share, basic .......................     .24          .33                --          .39           .96

Net income per common share, assuming full dilution ......     .23          .33                --          .39           .95

Dividends declared per common share ......................      --          .12 3/4           .12 3/4      .25 1/2       .51

Stock price range: (composite basis)                                                  

 High ....................................................   61.09        62.66             62.56        49.38         62.66

 Low .....................................................   48.59        54.75             35.31        37.06         35.31

============================================================================================================================

(a) Earnings per common share are computed independently for each of the

    quarters presented and, therefore, do not add up to the total for the year.

(b) In the third quarter of 1998, a charge for reorganization and

    realignment expenses reduced profit from operations and income before

    income taxes by $535 million, net income by $347 million, basic net

    income per share by $.31 and net income per share, assuming full

    dilution, by $.30.
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(Millions, except per share amounts and employees)

                                                                         1999       1998(a)    1997       1996(b)    1995       1994

====================================================================================================================================

SUMMARY OF OPERATIONS

Net Sales .......................................................     $ 9,897     10,056     10,062      9,698      8,834      7,935

Profit from Operations ..........................................     $ 2,105      1,789      2,324      1,636      1,799      1,615

Income before Income Taxes ......................................     $ 1,930      1,669      2,221      1,525      1,700      1,458

Net Income ......................................................     $ 1,260      1,081      1,427        949      1,069        919

Average Common Shares Outstanding

  Basic .........................................................       1,089      1,117      1,118      1,107      1,100      1,096

  Assuming Full Dilution ........................................       1,111      1,144      1,148      1,140      1,129      1,121

PER COMMON SHARE DATA Net Income per Common Share:

  Basic .........................................................     $  1.15        .96       1.27        .85        .97        .83

  Assuming Full Dilution ........................................     $  1.14        .95       1.24        .83        .95        .82

Dividends Declared per Common Share:

  Gillette ......................................................     $   .59        .51        .43        .36        .30        .25

  Duracell ......................................................                                       $  .58        .52        .44

Stock Price, December 31 ........................................     $ 41.19      47.81      50.22      38.88      26.06      18.72

BALANCE SHEET

Net Property, Plant and Equipment ...............................     $ 3,667      3,472      3,104      2,586      2,053      1,750

Total Assets ....................................................     $11,786     11,902     10,864     10,415      8,918      7,766

Long-Term Debt ..................................................     $ 2,931      2,256      1,476      1,490      1,048      1,073

Stockholders' Equity ............................................     $ 3,060      4,543      4,841      4,471      3,879      3,257

OTHER INFORMATION

Net Interest Expense ............................................     $   129         86         69         67         73         68

Depreciation and Amortization ...................................     $   500        459        422        381        343        303

Capital Expenditures ............................................     $   932      1,000        973        830        593        498

Employees .......................................................      39,800     43,100     44,000     44,100     41,900     40,700

====================================================================================================================================

Per common share amounts, shares outstanding and stock prices have been restated

to reflect two-for-one stock splits in 1998 and 1995.

(a) In 1998, a charge for reorganization and realignment expenses reduced profit

from operations and income before income taxes by $535 million, net income by

$347 million, basic net income per common share by $.31 and net income per

common share, assuming full dilution, by $.30.

(b) In 1996, charges for merger-related costs reduced profit from operations and

income before income taxes by $413 million, net income by $283 million, basic

net income per common share by $.26 and net income per common share, assuming

full dilution, by $.25.
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                                                                      EXHIBIT 22

                              THE GILLETTE COMPANY

                           SUBSIDIARIES OF REGISTRANT

                                                                  ORGANIZED

                                                                    UNDER

               NAME                                                LAWS OF

               ----                                               ---------

Gillette Argentina S.A. ....................................  Argentina

Gillette Australia Pty Ltd..................................  Australia

NV Duracell Batteries S.A...................................  Belgium

Duracell SpA................................................  Italy

Gillette Beteiligungs -- GmbH...............................  Germany

Gillette Deutschland GmbH & Co. ............................  Germany

Waterman S.A. ..............................................  France

Braun -- GmbH...............................................  Germany

       Its subsidiaries:

          Braun Electric Austria Gesellschaft mbH...........  Austria

          Braun Espanola, S.A. .............................  Spain

          Braun Ireland Ltd. ...............................  Ireland

          Braun de Mexico y Cia. de C.V. ...................  Mexico

Gillette do Brasil, Inc. ...................................  Delaware

       Its subsidiary:

          Gillette do Brazil Ltda. .........................  Brazil

Gillette Canada Inc. .......................................  Canada

  Its subsidiaries:

     Oral-B Laboratories Pty. Limited.......................  Australia

     Oral-B Laboratories GmbH...............................  Germany

Productos Gillette Chile Limitada...........................  Chile

Duracell (China) Limited....................................  China

Gillette China Limited......................................  China

       Its subsidiary:

          Braun (Shanghai) Co. Ltd. ........................  China

Gillette de Colombia S.A. ..................................  Colombia

Colton Gulf Coast, Inc. ....................................  Delaware

Colton North Central, Inc. .................................  Delaware

Gillette Czech Inc.                                           Delaware

Gillette Eastern Europe, Inc. ..............................  Delaware

Grupo Gillette Espana S.L. .................................  Spain

Gillette Far East Trading Limited...........................  Hong Kong

Gillette Foreign Sales Corporation Limited..................  Jamaica

Groupe Gillette France S.A. ................................  France

Gilfin B.V. ................................................  Netherlands

  Its subsidiary:

     Parkfin Limited........................................  United Kingdom

Compania Giva, S.A. ........................................  Delaware

Indian Shaving Products Limited.............................  India

Compania Interamericana Gillette, S.A. .....................  Panama

Gillette Egypt S.A.E. ......................................  Egypt

Gillette Pakistan Limited...................................  Pakistan

Inversiones Gilco (Chile) Limitada..........................  Chile

Gillette Group Italy S.p.A..................................  Italy

Braun Gillette Japan Incorporated...........................  Delaware

Gillette Management Inc. ...................................  Delaware

Grupo Gillette S.A. de C.V. ................................  Mexico
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  Its subsidiary:

     Gillette de Mexico S.A. de C.V. .......................  Mexico

Gillette Norge A/S..........................................  Norway

Gillette del Peru, Inc. and Lima Manufacturing Company......  Delaware

  Partners in:

     Gillette del Peru, S.C. ...............................  Peru

Gillette (Philippines), Inc. ...............................  Philippines

Gillette Sanayi ve Ticaret A.S. ............................  Turkey

Gillette (Shanghai) Limited.................................  China

Shenmei Daily Use Products Limited Company..................  China

Gillette Trading Limited....................................  South Africa

Gillette Group South Africa (pty) Limited...................  South Africa

Gillette South Asia Inc. and Saratoga Investment, Inc.......  Delaware

  Their subsidiaries:

     Gillette India Private Limited.........................  India

     Luxor Writing Instruments Private Ltd..................  India

Gillette Sverlge Aktiebolag.................................  Sweden

Gillette (Switzerland) AG...................................  Switzerland

Gillette Industries Plc.....................................  United Kingdom

  Its subsidiaries:

     Gillette U.K. Limited..................................  United Kingdom

     Parker Pen Holdings....................................  United Kingdom

     Parker Pen Products....................................  United Kingdom

     Braun (U.K.) Limited...................................  United Kingdom

          Its subsidiary:

               Parker Pen Company...........................  United Kingdom

Peterburg Products International zao........................  Russia

Gillette Poland S.A. .......................................  Poland

Gillette Home Diagnostics, Inc..............................  Delaware

  Its subsidiary:

     Thermoscan Inc.........................................  Delaware

Oral B Laboratories International Inc. .....................  Delaware

  Its subsidiary:

     Oral B Laboratories Islands Ltd. ......................  Cayman Islands

Gillette Oral Care, Inc.....................................  Delaware

     All of the voting securities of each subsidiary listed above are owned by

its parent company or parent partners except that the percentage ownership in

Indian Shaving Products Limited, Shenmei Daily Use Products Limited Company,

Gillette (Shanghai) Limited, Gillette Pakistan Limited, Luxor Pen Company and

Petersburg Products International is 58%, 75%, 70%, 76.8%, 50% and 87.34%

respectively.

     There are a number of additional subsidiaries in the United States and

foreign countries which, considered in the aggregate, do not constitute a

significant subsidiary.
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                                                                      EXHIBIT 23

                         INDEPENDENT AUDITORS' CONSENT

The Stockholders and Board of Directors

of THE GILLETTE COMPANY:

     We consent to incorporation by reference in the following registration

statements of The Gillette Company and any amendments thereto (1) No. 333-75517

on Form S-3, (2) No. 33-9495 on Form S-8, (3) No. 2-93230 on Form S-8, (4) etc

Nos. 33-56218 and 33-27916 on Form S-8 which incorporate by reference therein

registration statements on Form S-8 Nos. 2-90276, 2-63951 and 1-50710 and No.

2-41016 on Form S-7, (4) No. 33-54974 on Form S-3, (5) No. 33-50303 on Form

S-3, (6) No. 33-52465 on Form S-8, (7) No. 33-53257 on Form S-8, (8) No.

33-53258 on Form S-8, (9) No. 33-55051 on Form S-3, (10) No. 33-59125 on Form

S-8, (11) No. 33-63707 on Form S-8 (12) No. 333-16735 on Form S-4, (13) No.

333-19133 on Form S-8, (14), No. 333-25533 on Form S-8 and (15) 333-44257 on

Form S-3 of our report dated February 11, 2000, relating to the consolidated

balance sheet of The Gillette Company and subsidiary companies as of December

31, 1999 and 1998, consolidated statements of income, cash flows and

stockholders' equity for each of the years in the three-year period ended

December 31, 1999 and the Valuation and Qualifying Account Schedule, which

reports appear or are incorporated by reference in the December 31, 1999 Annual

Report on Form 10-K of The Gillette Company.

                                        KPMG LLP

Boston, Massachusetts

March 30, 2000
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                               POWER OF ATTORNEY

     We, the undersigned hereby constitute Charles W. Cramb and Richard K.

Willard, or either of them, our true and lawful attorneys with full power to

sign for us in our name and in the capacity indicated below the Annual Report on

Form 10-K pursuant to Section 13 or 15(d) of the Securities Exchange Act of

1934, filed for the Company with the Securities and Exchange Commission for the

year ended December 31, 1999, and any and all amendments and supplements

thereto, hereby ratifying and confirming our signatures as they may be signed by

our said attorneys, or either of them, to said Report and to any and all

amendments and supplements to said Report.

     WITNESS Our Hand and Seal on the Date set forth below.

                     SIGNATURES                                        TITLE                       DATE

                     ----------                                        -----                       ----

                /s/ MICHAEL C. HAWLEY                          Chairman of the Board          March 16, 2000

-----------------------------------------------------  of Directors, Chief Executive Officer

                  Michael C. Hawley                                and Director

                /s/ CHARLES W. CRAMB                      Senior Vice President and Chief     March 16, 2000

-----------------------------------------------------            Financial Officer

                  Charles W. Cramb

                  /s/ MARK N. EDOFF                        Principal Accounting Officer       March 16, 2000

-----------------------------------------------------

                    Mark N. Edoff

                /s/ WARREN E. BUFFETT                                Director                 March 16, 2000

-----------------------------------------------------

                  Warren E. Buffett

                 /s/ WILBUR H. GANTZ                                 Director                 March 16, 2000

-----------------------------------------------------

                   Wilbur H. Gantz

               /s/ MICHAEL B. GIFFORD                                Director                 March 16, 2000

-----------------------------------------------------

                 Michael B. Gifford

                /s/ CAROL R. GOLDBERG                                Director                 March 16, 2000

-----------------------------------------------------

                  Carol R. Goldberg

               /s/ DENNIS F. HIGHTOWER                               Director                 March 16, 2000

-----------------------------------------------------

                 Dennis F. Hightower

                /s/ HERBERT H. JACOBI                                Director                 March 16, 2000

-----------------------------------------------------

                  Herbert H. Jacobi

                 /s/ HENRY R. KRAVIS                                 Director                 March 16, 2000

-----------------------------------------------------

                   Henry R. Kravis

               /s/ JORGE PAULO LEMANN                                Director                 March 16, 2000

-----------------------------------------------------

                   Jorge Paulo Lemann

              /s/ RICHARD R. PIVIROTTO                               Director                 March 16, 2000

-----------------------------------------------------

                Richard R. Pivirotto

             /s/ ALEXANDER B. TROWBRIDGE                             Director                 March 16, 2000

-----------------------------------------------------

               Alexander B. Trowbridge

                /s/ MARJORIE M. YANG                                 Director                 March 16, 2000

-----------------------------------------------------

                    Marjorie M. Yang

                 /s/ ALFRED M. ZEIEN                                 Director                 March 16, 2000

-----------------------------------------------------

                    Alfred M. Zeien

<TYPE>EX-27

<SEQUENCE>26

<DESCRIPTION>FINANCIAL DATA SCHEDULE

<TEXT>

<TABLE> <S> <C>

<ARTICLE> 5

<LEGEND>

The data reported in this exhibit are based on unaudited statements but include

all adjustments which the company considers necessary for a fair presentation of

results for this period.

</LEGEND>

<CIK> 0000041499

<NAME> THE GILLETTE COMPANY

<MULTIPLIER> 1,000

<S>                             <C>

<PERIOD-TYPE>                   12-MOS

<FISCAL-YEAR-END>                          DEC-31-1999

<PERIOD-END>                               DEC-31-1999

<CASH>                                          80,000

<SECURITIES>                                         0

<RECEIVABLES>                                2,507,000

<ALLOWANCES>                                    74,000

<INVENTORY>                                  1,621,000

<CURRENT-ASSETS>                             5,132,000

<PP&E>                                       5,962,000

<DEPRECIATION>                               2,295,000

<TOTAL-ASSETS>                              11,786,000

<CURRENT-LIABILITIES>                        4,180,000

<BONDS>                                      2,931,000

<PREFERRED-MANDATORY>                                0

<PREFERRED>                                     85,000

<COMMON>                                     1,364,000

<OTHER-SE>                                   1,611,000

<TOTAL-LIABILITY-AND-EQUITY>                11,786,000

<SALES>                                      9,897,000

<TOTAL-REVENUES>                             9,897,000

<CGS>                                        3,711,000

<TOTAL-COSTS>                                3,711,000

<OTHER-EXPENSES>                             4,081,000

<LOSS-PROVISION>                                     0

<INTEREST-EXPENSE>                             136,000

<INCOME-PRETAX>                              1,930,000

<INCOME-TAX>                                   670,000

<INCOME-CONTINUING>                          1,260,000

<DISCONTINUED>                                       0

<EXTRAORDINARY>                                      0

<CHANGES>                                            0

<NET-INCOME>                                 1,260,000

<EPS-BASIC>                                       1.15

<EPS-DILUTED>                                     1.14

Data provided by EDGAR Online, Inc. (http://www.FreeEDGAR.com)


