Unilever, the world’s fourth-largest
consumer goods company, remains upbeat on
India’s growth relative to the US, its biggest
region.Inaninterview to Sagar Malviyaand
RSriram, CEO Paul Polman said thegroup has
continuedto investinHindustan Unilever
(HUL) by growing businessand introducing
new brands, and will continue to do so. HUL
contributesabout 9%, or 4.5 billion euros, to
the Anglo-Dutch company’s overall sales,
compared with 15%, or about 7.5 billion
euros, for the US. Edited excerpts:

OnlIndiabusiness

| would love to have an economy of your size,
growing at5-6%. Anybody would like to have
thattrajectory. At HUL (Hindustan Unilever),
we have doubled our businessinabout
seven-eightyears.We havecreatedanHULin
thelasteight years... what took us a hundred
yearstocreate.

On GST, demonetisation

| don’t want to get into politics, but what the
Indian prime minister is trying to do has two
things —ithas bigideas, SmartIndia, Madein
India, Swachh Bharat. Theseare big
statements andhecanonly hold himself
accountableand he sets the bar higher for
himself. So the question is how quickly canhe
getthe whole country with him. But the
essenceof whatyouare tryingto do with
someinitiativesisrightandto the benefit of
the economy. We are supportive of many of
theseinitiatives becauseif it's beneficial to
India, it will be beneficial to HUL as well.

You take the GST (Goods and Services Tax),
where you can do better logistics, sourcing,
supply chain,whichisgoingtobea
tremendous advantage where all of the
peoplewillhaveto play intherealeconomy
and you don'tgetfreeridersanymore. We
know itwasaproblem in many economies.
Here, you seeacountry thatis changingina
substantial way. Indiawas underperforming
versusits potential and the answerswere
in-houseand notsomewhereelse. Indiaisin
chargeofitsowndestiny. Youwill become
increasingly more attractive to global
companiesfor investments.

Wehavea very highinvestmentrateinIndia
with our new product programmes, our
acquisition programmes and our investment
inthecorebusiness. In termsof innovation, in
thelast12 months, we probably had about
30-35 major innovations in all our categories.
Thisisasignof confidence of how we think
thiseconomy isgoing to be.

Is India critical to global margin guidance?
Our margins in 2016 (globally) asa company

ON ECOMMERCE

Our growthratesin
ecommarehigher
thanthegrowth
rate globally. Qur biz's gro-
wing 30-40% globally

were 16.4% and we had flagged to the market
that will goup 80 basis points a year, which is
thereturn on the investments that we make
withashiftina portfolio, M&A,and all that
comes together. We told the market that by
2020 our margin would be around 20%.1would
not have putoutatargetfor 2020 just like that...

| come from a part of the Netherlands where
we keep our head low and wedeliver. We
would justdeliver thenumbersand then
everybody canlook at thenumbers and
decide what the company isworth.

Whatlhavealwaysfeltisthatweshould
changetheway business is beingdone. We
need to getoutof quarterly reporting
because wedon't solvethe world based on
justthree months. We need to get out of these
managingof expectationsand move the
world back to the real economy. We put the
targetoutasanindicative target because
thereisagroupofshareholders thatsay they
arenotbuyingUnilever rightnow, butif they
getsomemore clarity, they would buy.

The share price going up means more people
want yourshares, it'ssupply and demand. We
have seenasignificantincreasein
shareholding by our shareholders because of
our business model. HUL isa greatexample.
We have continued toinvestin HUL by
growingour business, doubling our business,
introducing new brands and we will continue

todo that. Wehave had 35innovations last
year. We were goingover the plans of the
companyinthenext12 months, | have never
seen themso strong. We will continue to
investin themand thatis how our topline and
bottomline go hand in hand. By the way, it's
important that they go handinhand, it's easy
to grow and notearn money. Growth is
important butso is profitability, that shows
you areinnovative, youare bringing added
value to the market. When | was the CFO of
Nestle, I did astudy once where | looked at
1,000 publiclimited companies, and there
wereonly 8% of them that had 10 years of
both top and bottom-linegrowth. We are now
inour 10th year of topand bottom-line
growth. It gives you stability with your
employees, itgives youconsistencyin
execution of strategy. Itdoesn’tget into big
restructuring programmes andall the things
thatbring with it. We consistently run the
business, managing both growth and
profitabilityand thatisserving us well.

On Patanjali

| would correctone thing, which is that the
challenge we have sometimes asacompany,
because we areaverybig company, we have

ONGOVTPOLICIES
Weare supportive
of many (GST) initi-
atives becauseifit's
beneficial to India, it will be
beneficial to HUL as well

many opportunities. Thefact thatHUL has
doubledoverthelast eightyearsisbecause
we made some choices and did very well. We
arebyfarNo.1linpersonalcareand mostof
theother categories... Butatthe endof the
day, wehavedoubled the business. We are
continuously outgrowing the market and we
obviously see the importanceof Ayurvedain
the Indian context.

Butif youhavea1.3-billion base, you can
find theright balance to your competitive
advantage. lalso believein the principle that
itis better toberightfirst than to befirst. So,
wespentsome timeindoing that, not
reacting.That'snot the way to do abusiness.
Tocreatesomething like Lever Ayush, thatis
unique, thathas added value, thatis 100%
real. We arelaunchingitnationally now and
thatisagainclearly another bigopportunity
forgrowthintheIndian market.

Onlosing oral careshare
Oralcareis abig category. If you take America
out, wearegloballyno. 2intheoral care
category. We happen to be out of the America
oral care market. So, oral care for usis very
important. It'smoreimportant than people
think. In some point of history, we mightnot
have had that vision. Because we were very
decentralised. We found that we wereno. 1in
male groomingand we wereno. 2inoral care.
Now we look atitmore interdependently, we
aregrowing fast. If I may give you the last six
monthsas anindicator, we have grown faster
inoral carethan Colgate or P&Gin the
published numbers. We were over 6% and
Colgate was slightly down. It'snotasmall
business. And nota lower base. Because you
areno.2or3inthemarket. Thebaseis big.
Wehave launched Zendium inmany

THE EcoNomtc TIMES

Copyright © 2014 Bennett Coleman & Co. Ltd. « All rights reserved
Mon, 11 Sep-17; Economic Times - Delhi; Size : 1507 sq.cm.; Circulation:-; Page : 5

‘India will Become More Attractive to
Global Companies for Investments’
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billion euro business globally inecommerce.
Ecommerce today is about 3% of our business
globally. Our growth rates in ecommerceare
higher than the growth rate of ecommerce
globally. Our businessis growing 30-40%
globally in ecommerce. If I have to be 100%
honest, 80% of our products would have
higher shareson ecommerce than
conventional channels. We are spending a lot
of time on that. Its changing so fastand
changing consumer habitsso fast. It has also
changed the parameters of cost of entry or
building brands. We need to be constantly on
our feet. We have about a thousand people
workingonitinthecompany.One of the
reasons we bought Dollar Shave Club was
becausethe entire brand isfocussedonthe
consumersand is bringing a lot of knowledge
inthe company. We acquire that knowledge

BHARAT CHANDA
two-edged sword. You can get turnover quickly
butare youreally building value? lam not
sayingthey are notbutlamsayingyou haveto
be careful. We arein the value-added branded
business. Under that basis, the food market in
Indiais relatively small. And there are limited
number of branded quality food. You gointo
Reliance supermarket and you seeall the
products but that is not the reflection of India.
So, we have our Kissanbrand, the no. 1 brandin
ketchups,and Jams. And we have strengthened
that brand significantly since that was acquired
by Unilever. We have no. 1 position in tea if you
callthat food and beverages.

Bruisno.1in coffee. One of our competitors
said that they want to re-take the no. 1spot,
you cannot get a better compliment than that.
And then, we have theice-cream business,
whichis growing very fast. Magnumis doing

WE KEEP OUR HEAD LOW AND DELIVER... LOOK AT
THE NUMBERS AND DECIDE WHAT THE CO’S WORTH

countrieswhich hasanatural defence system
and the toothpasteisdoingvery well. We
have upgradedour brands to themore
premiumsegment. Admittedly, of all the
brands wehaveinIndia, our oralcare
business has suffered more and has been
more under pressure than all the other
categorieswearein.lactually thinkitis good
fromtime totime thatthereisacategoryin
which youdonotgrow.ltkeepsusonapath
to growth andbrings humility and modesty. |
amnot worriedaboutitandlamsure weare
figuringouthow tofixit.

Online sales channel

Globally, we don’t know how bigecommerce

isgoing to be.Nobody knew how big Amazon
was going tobe. So, it's difficult to estimate it.
Butweareinthe trajectory tomakeita5s

hereas well. Weareinvestinginitquite hard.
So,it'sanarea where we are competitive.
Also, if youtalk tothe JackMas of the world
they would mention Unilever amongst the
top five companiesthatthey wouldlike to
work with. Likewise, we are also helping the
distributors hereto stay competitive. HUL
hasobviously avery deep distribution and
hasavery broad portfolio which canupgrade
thedistribution whichis very important for
thecountry. Thereis anopportunity that
coexists and we will investinthemin the
longer term to upgrade skills, technologies
and moresophistication.

On food business
On foods, again someone may have builta
sizeable food business. But foodsis abitofa

very wellforus. And then we have the Knorr
range of soups, meal makers and soupy
noodles. Our food business is a sizeable
business by any standard.

Ourteabusinessisonfire like youwon't
believeit.Ourice-cream business is doing
very wellhere. And our Kissan businessis a
very strong franchise. But if your questionis
ifthereis huge potential infoods, we would
100% agree withiit.

Can his successor be an Indian?

No questionin our mind that HUL is the best
trainingschool in the world, not just Unilever.
And it gets recognised for that and you have
greatexamples here. We have many Indians in
other parts of the company. So, by the law of
numbers, there willbe Indian CEQ in one point

in time, we have somuch talent. We don'’t think
about itdifferently. Among my top 18 people
that report tome thereare five Indians.

Employee choice — Unilever or tech
startups?

People are joining Amazon or Uber or Google.
These companies arealsoby the way trying
torecruitfromusand thereare many
examples. Interestingly, what we found was
we have almostas many people comingin
from Googles and Facebooks as mid-career
recruitsas had left for Google and Facebook.
Therealityis that grassis notallthat greenon
theotherside. Weare a successful company,
sowe get enough talented peoplein terms of
applying.lamsurethere aresome peoplein
India who would aspire to work for Amazon
or Google but (we) certainly don'thavea
shortage of people whoapply to HUL.

On sustainability

Wewereinoneofthe slums yesterdayin
Mumbai, in Ghatkopar where we have builta
hygienecentre named Suvidha. We have
spent about 100,000-150,000 euros. You can
puttheminto the pockets of your
shareholdersand your share price might go
up invery shortterm. But we built thisand we
redefinedthe hygiene standards for the
peoplewho livethere by providing basic
facilities. Forus, thatis moreimportanttodo
thanto worry about how many Lifebuoy
soaps wearesellinginthe slums. Becausewe
know if we do these things well, our business
inthelongtermwill dowell. Butthereare
very few people who think this way.

On political polarisation
Peoplearehavinga hard time seeingthings
holistically or accepting other views. US now
isan example of thatpolarisation. InUK; it
comeswithanangst that translatesinto
aggression. The way technology is being
adopted has something to do with thatas
well. Thereal riskis that people exploit this
populismthe wrong way, whichis what you
now see happeningacross the world. We now
have many countries and situations where
people elect leaders who are actually making
thesituation worse. It's easy to jump onthose
things with short-term promises and
solutions but all of a sudden, you take racial
tension or acceptanceof foreignersinthe US.
You might thinkit's surprising now but even if

ONCSR

Making your biz
modeltohavea
positiveimprinton
society seemsto be the best
guaranteefor the long term

you go asa Europeanthere, you are being
made tofeel like aforeigner. What is driven
into this society, eveninthe UKnow, is not
healthy. Andthe solutions that these people
fought for are more driven by escapes from
current status quo and populism manipulates
itvery smartly. If runacompany like this, we
wouldbe bankrupt. But somehow in politics,
wehaveallowed thisto happen.

Ontakeover bid by Kraft-Heinz

These people comeinand say | want tomake
an offer for your company because now you
have afew people who have billions intheir
personal accounts, banks that have more
money and they do not know what todowith
it. Thereisalotof money intheworldthatis
earningzerointerestrate. You have never
beeninthatsituation. They seean opportunity
tofinancially leverage to manipulate and
make more billionaires out of themand they
make an offer for your company. You can't get
emotional about it, it'sa legal thing. But it's the
reality of our currentsystem.

Now itcameatavery opportunetime,
because the pound was weak, because of
Brexit, American companieshad high PEs
because of Make America Great Again.We are
an emerging market company, Sowe were
under pressure there because Trump was
goingtorenegotiateevery tradedeal in the
world witheverybody, whereobviously the
emerging markets were being seenasless
attractive by thefinancial marker, whichis
highly US or western Europe dominated. So
our share price wasundoubtedly under
pressure, despite havingtripledin the last
eight-nine years and the shareholder return

which Ithinkismore thanacceptablein this
environment. We were stillagood
opportunity to go after but interestingly, alll
cansharewith youisthat afteroneanda half
days, they dropped the bid. Qur share price
has continued to increase to above their offer
priceand our shareholdershave been very
supportive. Sothe rest would be speculation
that | would not wantto participatein.

If you ask me about our shareholders, this
company has had 40 years of 8% per-year
dividendincrease. If in 1986, onewould have
bought 1 poundof Unilever, you would have
had 86 pounds today.

Arewegoingtolet thatbedisruptedbya
few people whowant tobeeven morerich?

Ourshareholdershave been very happy
with our model and believein thelong-term
compounding growth. You look at their
model, in fact you look at Kraft-Heinz share
price, their businesshascome down, they are
notgrowing and their share price hasnot
grown either. lquestionif thereisa
value-creation model or a value-transfer
modeland if itisavalue-creation model than
ithastobe compared with our successful
long-term, value-creation model.Ifitisa
value-transfer model then you have toreally

COVSBUFFETT'S INVESTMENTS

) Oursharepricehas
S performedat least
as wellas Warren,

not more... We have perfor-
med well, even compared to
our peer group &increasingly
so because of our model

ask yourself —is this the price for the world1
wanttolivein?

On Unilever’ better than Warren Buffett's
investment

Ourshareprice hasperformedatleastas well
asWarren, notmore. So, thatis justafactor.
Wecanalwaysdo better. And we are not God
onearthtype, butwehavecertainly
performed well, even compared to our peer
group and we thinkincreasingly so because of
our model. There might be six months or there
mightbe even 12 monthsthat wedon’t
performso wellbutin thecurrent
environmentif I go through thesesixor 12
months which | fortunately didn'thave to do
yet, I cantell you the guns will come outand
the people may say modelisn't workingand
you know it'sallblah blah. You should focus
onshareholdersand shouldn'tdoall these
openings of sanitation centresin the slums,
because that's how our system works.

On another takeover bid

Every company now hasan activist, P&Ghasan
activist, Nestlehas anactivist, Danonehasan
activist, Pepsi, Mondelez has anactiviston the
board team, so every company hasan activist
asthesepeople are chasing returns. They come
and go. Governments would be well served to
think about whatis happening andif thisisin
theinterestof the world. If you wantmore
Brexitsand outcomeslike the US elections,
thenIthinkit's closely related. Unilever has
boughtabout 10-15 companies since | became
the CEO, so the fact thatcompanies go together
and buy and sell. We just bought a wonderful
hair-care brand inIndia, hair oil. So the fact that
companies go together and mergeisquite
normal, not what you want to stop so you want
tofocuson long term.

On corporatesocial responsibility (CSR)
Making your business model tohave a positive
imprinton society seems tobe the best
guarantee for beingaround for the long term.
Where Unilever is unigue is that we extend our
responsibility into the value chain. All
businesses should be a force for good,
otherwise why should we allow themin the
firstplace. They certainlydon't own the planet
earth. Itbelongstoall of us. They make
situation worse when we are already at the
limit.Inthe US, many businesses are run for
financial interests of a few onshort-term basis
and they run themselvesinto the ground. It's
time toget out of Milton Friedman’s obsession
for profitsand startlooking for more
long-term, multi-stakeholder model where
thereare values and that's what we are trying
to put together.



