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INTERVIEW WITH HINDUSTAN UNILEVER LTD CMD SANJIV MEHTA

‘Now when it is India’s time
under the sun, I do hope that
globalisation does not retreat’

IN THE growth and development
of the country, exports play a big
role and it would be in India’s
interest to ensure that globalisa-
tion is given an impetus,
SANJIV MEHTA, chairman and
managing director of Hindustan
Unilever Ltd, India’s largest FMCG
(fast-moving consumer goods)
company, said. In an interview
with ANIL SASI &
P VAIDYANATHAN IYER, Mehta
said while thereisavery clearand
apparent improvement in con-
sumption between the June quar-
ter and September quarter, the
trends differ in rural and urban
areas. Edited excerpts:

Asthelargest FMCG player,
howdoyousee the economy —
7 months into the pandemic?

What [ would use is our sales
figures as a surrogate because, af-
ter the June quarter, we have not
got any other number yet —
though it's evident that the sales
have improved. As the Covid-re-
lated restrictions reduced, people
started becoming more mobile,
and the economy began to open
up. Inthe March quarter,we hada
minus 9 per cent growth. Now,
that was because in the last week
of March, there was a sudden dis-
ruption and we could not supply
our distributors. So the -9 per cent
wasnotalldrivenbyofftake reduc-
tion, but more by way of supply
chain constraints that happened
as a result of the lockdown. But [
think the severest quarter wasthe
June quarter. [ come from a clear
school of thought that the govern-
mentdidthe right thing in termsof
enforcing the lockdown.

Subsequently, we had a minus
7 per centgrowthinthe June quar-
ter. If we look at the September
quarter, we had +3 per cent
growth, and importantly 80 per
centofourbusiness, which relates
to health, hygiene and nutrition,
our portfolio grew in double dig-
its. And this portfolio grewat 6 per
centinthe June quarter.Soclearly,
there has been a visible improve-
ment in consumption. For cate-
gories which are more discre-
tionary, like skincare, or colour
cosmetics, or in categories like ice
creams, out-of-home consump-
tion and the vendingbusiness, we
saw negative growth of about mi-
nus 45 per cent to 69 per cent in
the June quarter. It reduced to mi-
nus 25 per cent in the September
quarter.So, thereisavery clearim-
provement in consumption be-
tween the June and September
quarters. Ifthisis tobe a surrogate
for consumption in the country,
and consumptionbeing one of the
largest components of GDP, then
it would definitely show an im-
provement in the economic fig-
uresaswell.

There’s been quite a bit of focus
ontherural market. There’s
alsobeenthis temptationin
policy circles tosortof clap
along the anti-rural market or
thehinterland asa single, fairly
homogeneous sortofa
market? Are there trends that
you'reseeinginthe

rural market?

If we are to look at this urban-
rural split, let'sstep back abit toget
some perspective. The per capita
consumption of FMCG productsin
the country is a meagre $40 per
head. Compare that to Indonesia
where itis 1.5x India, or in China
whereitis3x India. And this $40is
at anational level. If you look at it
from alens of rural India, then it
would be less than half of the na-
tional per capita FMCG consump-
tion — in the vicinity of $17-
$18.Therefore, the runway for
growth in rural India is massive.
Ideally, if the country keeps pro-
gressing, without any hiccups, ru-
ral growth -- because of its lower
base -- should be growing faster
thanurbanIndia foryearstocome.
But because of the stress in the
economy, the growth rate inrural
consumption had significantly de-
clined even before the pandemic
hit us. And during Covid, I think,
the two most important tasks, if [
may put it that way, for any gov-
ernment, would be to protect the
health of the people and to help
the marginal sections.

So, from a perspective of giv-
ingfood grains and direct transfer
of money, or whether increasing
the MGNREGA (allocation) or in-
creasing the rate of MGNREGA,
believe, these have been steps in
the right direction. This is evident
from the fact that consumptionin
rural Indiais now growingat arate
faster thanurban. UrbanIndiahas
alsobeenimpacted with highden-
sity, highrate of infectionin metro-
politan cities, higher incidence of
vertical or other lockdowns with

business activities getting hit to a
greater degree. So, the redeeming
partis that we are seeing the con-
sumption in rural go up, also im-
pacted by agood harvest,and also
from the fact that a lot of people
have moved from urban India to
rural India. So, within rural India,
the lowest per capitaconsumption
isinthe Hindi heartland,and that’s
also linked to the per capita GDP..

So are you suggesting that the
government's intervention of
providing food grains, increa-
sing transfers played arole...

Absolutely! Asmentioned ear-
lier, pre-Covid, growthratesinru-
ral India had more-or-less disap-
peared. They have now comeback
because of the series of steps that
the government took.

So, in terms of growth
across categories, how s it
panning out?

We are now growing at 3 per
centon the total company’s basis.
But if you look at our 10-year his-
torical growth, we grew at 9 per
cent.The 3 percentcomesfrom80
per cent of our portfolio (food, hy-
giene, nutrition) growingat 10 per
cent and the balance 20 per cent
of our portfolio with a negative
growth of 25 per cent. So, when
you put this together, it becomes
3 per cent on the total portfolio.
This 20 per cent of my portfolio,
that is growing at -25 per cent, is
predominantlyan urbanportfolio
andlinked toa greatextenttopeo-
ple not stepping out.

How about the tariffwalls,
other protectionist measures
bygovernments across the
world?Does this trigger a
rethink in strategies for MNCs
such as Unilever? What's the
impactonHUL?

If you take our India business,
99per cent of whatwe sellinIndia
is manufactured locally. Infact, we

went in for localisation years be-
foreand that s the reasonwhy we
have alarge portfolio which caters
spedificallytothe Indian consumer.

Thatsaid,]am personally of the
firmbeliefthatglobalisationis the
right thing for the world. If you
lookatthe last three decades, since
globalisationgotanimpetus, more
people have come out of the
poverty trap than ever before,
more wealth has been created
than ever before. Now when it is
India’s time under the sun, I do
hope that globalisation does not
retreat. India has just two-and-a-
half per cent of the global agri.
trade. With all the reforms that
have taken place and are now
startingtounfold inthe agri space,
India could have a much larger
share of the global agri trade. A
smallcountrylike the Netherlands
is the second-largest exporter of
agriculture and horticulture prod-
ucts in the world, whereas India
should rightfully be a granary to
the world. So, if you look at the
growth and development of the
country,exports playabigroleand
therefore, I think it would be in
India’sinterest toensure thatglob-
alisation is given an impetus and
thatglobalisationdoes notretreat.

Isthereaviewonthe
consolidationand emerging
monopolieslike insectors
suchasretail?

Iwouldn't callthem monopo-
lies because you have to look at
monopoliesfromatotaltrade per-
spective. Today, the two channels
that have stood out during the
pandemic are e-commerce and
the neighbourhood grocer. They
have been the fastest-growing
channelsand inthe case of grocers
because of the benefit of proxim-
ity. I think India’s trade structure
willevolve inadifferentway from
whatithasevolved inmanyother
parts of the world. In other coun-
tries, it was modern trade, which
took over general trade. India has
10 milliongeneral trade outlets; 10
million general trade outlets
means,onanaverage, 100 million
people depend on general trade
fordinner onthe table.So,froman
economic and social perspective,
it'sreallyimportant for the general
trade to survive and prosper. I think
the difference will come in if we
can help digitise the general trade
and helpbring the modern science
of retailing to the general trade.
Thatwould be agood, massive op-
portunity for the general tradeand
will allow them to survive and
thrive.And thatwould alsobe right
fromasocial perspective. India will
be acountry where general trade,
modern trade and e-commerce
will co-exist.
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