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HUL head to
stay course

In an extensive inter-
view after one of the
best quarters Hindustan
Unilever Ltd has had in
the last five years, chief
executive Nitin Paranjpe
discusses the segments
the consumer products
firm will grow, and how
it will fight back against
increased competition,
rising inflation and soar-
ing costs. In March,
Paranjpe took over from
the company’s first expa-
triate CEO in recent
times and analysts have
looked to him to restore
a certain local flavour.
But Paranjpe, buoyed by
strong results, says re-
maining aligned in struc-
ture with the parent
company, Unilever Plc.,
is the way to go and that
his challenge will be to
keep growth afloat. Sev-
eral food products are in
testing stages, he added.

“We have always main-
tained that we will strad-
dle the whole pyramid.
We will always cater to
every Indian consumer
and thus, have a pres-
ence across every price
point. We will have a
large basket of products
to suit every pocket and
every taste,” he said.

For the rest of the
interview, see Page 6
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Strategy speak: UL CEO and managing direclor Nitin Paranjpe sags that to sueceed, [Trms need o manage their business more dynasionlly.

NITIN PARANJPE/HUL

HUL plans to add food items,
alignment with parent firm stays

BY ARcuNa SHukLa
archme s@@livemint.com

MUMBRI

en  Nitin Paranjpe
took over in March
ns the chief executive

and managing director of Hin-
dustan Unilever  Limited
(HUL), the country's largest
cansumer products company
both by revenues and product
portfolio, all wasn't well, Out-
going CEQ Douglas Baillie had
brought abouw some funda-
mental changes in the busi-
ness structure. During Balllies
twi-year stint, the company’s
functions were aligned with its
global parent, Unilever Ple
Market observers  said  the
change in focus would hurt the
company because the consum-
er products business s more
about local affiliations and a
customized touch, With Paran-
ipe taking over, those [ears
were doused. [n an interview,
the new CED says global align-
ment |s the best way forward
for the company. He cites the
recently  announced and
strong April-June quarter re-
sulis as evidence of the sirate-
gy delivering results.

While determined not 10
bring about any fundamental
changes in the business,
Paranjpe says the company is
keenly looking at entering
some new product categories
such as the top-end personal
care segment, along with re-
furbishing some  existing
brands, Besides, he says,
HUL's foods business will now
ger a greater push, *You will
soon see how we systematical-
ly bulld our foods platform.
The time for food has come
now.”

The company is also bring-
ing about some structural
changes to rein in costs. Global
buying of key commodities, al-
tering the mix of inputs, and
efficient packaging are some

Immediate steps being taken
to fight the challenges posed
by rising Input costs and high
inflation. The company is also
gradually bullding s modern

retail business. Edited ex-
l.'l'.‘lpl!i!
How does it feel to be the CEO of a

company you joined as a manage-

ment trainee 21 years ago? What

have been the highlights so far?

It feels good. Tt also means a
lot of responsibillty both to-
wards the business and the
peaple. To that effect, the firs:
thing 1 have done in the past
three months is to make sure
that | don't do anything unwir-
tingly that derails the company
from the growth path it's been
on. We have a lo going for
ourselves. And that's the result
of the sirategy and a growth
process set in motion by my
predecessors. | have not been
oo Anxious o Slamp my pres-
ence,

Market observers sald with Doug
Baillie at the helm—the first expa-
triate to head the company In re-
cent times—HUL had started losing
the local towch and with you taking
over the local focus will be re-
stored. But you are saying you
want to carry Baillle’s legacy for-
ward.

This is not a one-man com-
pany. What Doug did was not
what he wanted 1o do. Wha
happened at HUL during his
stint was part of a strategy de-
signed by a team, of which |
was alsa a part. We have put in
place an organizational struc-
ture and a clear growth strate-
gy and the current results (the
quarter ended June was one of
the best for the company in the
past five years with revenue
and pet proflt growing 21%
and 20%, 1o As4,220 crore and
Rs540 crore, respectively] sug-
gest that it's paying off well. 50

right now, | don't feel any need
1o bring about any fundamen-
tal change in the system.

Having said thar, 1 will also
add that no two individuals are
similar. They have their own
point of view on things and
that comes gcross over a ey
od of tme. Of course. there
will be course corrections but
only when a shuation  de-
mands it

Doug came with a specific brief to

align India with Unilever's global

business. Is global alignment a
strategy for a consumer
compuany to
to consmmers

socio-economic
i

It’s true that HUL today is
much more globally aligned in
the way it functions than ever
before. And It is guided by the
realities of the times we live in
Fifteen years ago, the world
was a different place. At that
time, markets were more iso-
lated and competition was
more local. Today, we live in a
world where the consumers,
their astes and aspiraiions,
competition, trade are all glob-
al. In this world, you are more
likely to succeed If you are able
to leverage global knowhow,
technology and scale.

What specific opportunities does

Unilever see In Indla?

Many people have said in
the past that India is poised 1o
take off. For us, it's no dilfer-

i

;

g
31
i

back-

i

The company
has been in
India for 75
years and it has
many more 7o
years to go.

ent. We see the current infla-
HOnary pressures s a tempo-
rary blip. In the longer run, we
feel India’s demography. rising
incame and changing consum-
er predilections point towards
a huge untapped opportunity.
India is still a highly under
penetrated market for most of
our product categories. Then,
there are some that have not
even taken ofl,

But HUL publicly boasts that two

out of three Indlans use its brands,

Even I two out of three con-
sumers use HUL products, it
still leaves behind a 300 mil-
Hon population. That lsn’t an
insignificant number.

But this population Is cutside the

But they will come into the
consumption basket at some
point or the other. We are not
talking about the next wo or
three quarters. HUL has been
in India for 75 years and it has
many more 75 years (o go, lis
current position in the country
is because many of our prede-
cessors did some ploneering
work decades ago to educare
consumers and create mar-
kets, 0t Is our role now to cre-
ate. markets for tomorrow,
Also, let me clarify what “every
two out of three consumers”
mean. Il you look at a product
ever used, the universe of con-
sumers will be very large; if
you look at the number that
used the product once in a
year, it will still be quite signif-
fcamt. (When) you bring it
down to a month and 1o a
week, the numbers will be very

small and that represents the
true opporiunity. To give an
example, shampoo, which is a
highly penetrated category,
still represents a hig opportu-
nity for us because there are
peaple who use shampoo once
in & month or once a week.
This frequency can be in-
creased o twice a week,

Resides, the two out of three
consumers aren’t using all of
our brands, So again, there is a
lot that remains untapped.
What we mean by “two out of
three® slogan is that our
brands are the most widely
available and widely used.

The new launches In 2007 and the

subsequent price hikes suggest

HUL is renewing focus on the ur-

ban consumer. ls the rural consum-

er taking a back seat?

That's not correct. We have
always maintained that we will
straddle the whole pyramid.
We will always cater to every
Indian consumer and thus,
have 4 presence across every
price point. We will have a
large basket of products to sul
every pocket and every taste,

What has happened in the
recent times s that the set ol
afMluent consumers has expan-
ded and brands have stared
targeting them more aggres-
sively. Probably, that led to
this impression  that  urban
consumers are more in focus,
but it's not right.
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We will never focus on mar-
gins a1 the cost of top line, We
are committed 10 competitive
profitable growth over the long
term. Competitive growth
means you must be in position
o grow in line ar ahead of the
market. We have always grown
ahead of the aggregated mar
ket Our growth rate in the sec
ond quarter and in the first
half this year has been highet
than that of the overall market.
We may have dropped margins
In some categories but overall
in the first hall our Ebit mar
gins have grown by 20 basis
poinis.

As for market share, we may
have lost in some calegories
but that's for different reasons.
Are we worried about this? The
answer Is yes bul then at the
same time, we have expanded
our market share in some cate-
gories, And it"s an ongoing
journey. Growth is not about
two or three quarters. Overall,
we have been doing well, yet
we will continue to improve
our performance.

In the current competitive environ-

meent, where brvers such as mar-

keting, brand-bullding, Innova-
tions, use of technology, guality
and distribution have become
things that most companies and
brands have, how do you propose
to differentiate your presence and
retaln your leadership, especially
In ther current inflationary snviron-

i

Competition if anything is
only going to increase, Obwvi-
ously, if we see opportunities
in India, others also see them.
Many of the competitors may
also have similar strategies.
However, what will distinguish
one from another is the ability
to execute thelr strategy Maw-
lessly. Equally in today’s chal-
lenging and volatile times, to
succeed, companies need o
manage their business more
dynamically.

As for the current inflation-
ary pressure, we will use all the
levers at our disposal creative-
ly, rigorously and differential-
ly. If there is price increase
needed to offset some pres-
sure, we will do it but we won't
do it ocross all categories,
across all our brands. We will
go about it judiciously using
our understanding of price
clasticities across brands and

packs, Then, we will use other
levers such as the scale of our
business globally to mitigate
the cost impact.

We shified from local buying
to reglonal buying to global
buying for some commodities.
We also have the advantage of
our portfolio. We will 1y and
drive our portfolio mix active-
ly. We are using our cost and
value engineering expertise 1o
make sure we keep removing
all  pon-value-added  cost,
business waste and drive the
savings programme  without
impacting consumer experi-
ence.

What new innovathons ane we like-

Iy to see in the near futwre?

There is a certain amount aof
refurbishing that needs to be
done to existing brands, Then,
we will build and enter catego-
ries In which Unilever is a
global market leader. We will
bring winner brands from Uni-
lever's global porifolio. Top
end haircare, skincare and cat-
egories such as deodorants are
saome calegories  in poing
Foods i golng 1o be our focus
area, too, You will soon see
how we systematically build
our foods platform,. When it's
about food, It has a lot o do
with local palate, so while the
technology might come from
Unilever, it will be designed 10
suit the local palate. Amaze [
food portfolic) is in the test
stage and we will take further
steps once we study the re-
sults. Meamwhile, Pure-it, our
water brand, Is being rolled
oul nationally and we are very
optimistic about its progress,

But we are yet to see real action in

Is advertising and your ad spend-
ing on food don't reflect the kind
of push you are talking about. Your
medla focus Is still on the home
and personal care (HPC) products,
which also continue to bring in
more than 75% of revenue.

The game in the foods cote
gory has yet to be played. Food
requires  certaln  socio-eco-
nomic conditions and they are
now coming together. At the
social level we are seeing rising
Incomes, more working wom-
en, changing demographics,
younger population willing 1o
experiment, fight for time, and
Increasing globally awareness.
O the trade front, the evolu-
tion of modem retail, cold
chains and & more organized
distribution structure also au-
gur well for foods category.
Now, as all these factors gain
momenium, the packaged
food business will definitely
take off. We are determined to
build our Knorr, Kissan and
Annapurna portfolios besides
the ice cream and the hever-
ages portiolio.

As for the advenising, HPC
brands operate in a different
competitive environment. Our
investment in foods category is
approprinte (o the competitive
context and s needs. Besides,
it has to be built differently.

How is the modemn trade business

shaping up? We have heard you

have set up dedicated marketing
team and sourcing, and manufsc-
ut-hg faiities for organized re-

Modern trade does need a
dilferential treatment and to
that effect, we have resourced
our modern trade team exces-
sively. Our HUFS venture
[Hindustan Unilever Field
Services, the in-store execu-
tion and field services venture
set up jointly with South Afri-
ca-based Smollan Holdings) is
on a roll. We haven't set up any
dedicated manufacturing units
but there are kitting units that
work exclusively for these for-
mais.

We have big plans for organ-
lted retall but right now, 1
wouldn't go into detalls.

It will sufllce 1o say that In
the next three to five years, we
expect organized retail to con-
tribute 20-25% (o our revenues
against (the) current 6-7T%



