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Even the best run companies go through ups and downs. The giant Hindustan
Lever, now renamed Hindustan Unilever is no exception.

The last time Business India wrote about HLL was in April 2004. At that time,
we pointed out that from 2000 for almost five years, the sales were virtually
flat while the company shed brands and lines of business, focusing on power
brands. Whilst profits may have risen, we did question whether the power
brands strategy would work.

Ome of the big issues with all multinationals in India (or else where for that
matter.) is to what extent are they required to follow rigidly the policies laid
down by the overseas parent. In the past Hindustan Lever was given a relatively
free hand to adjust locally and manage independently. But with globalization
{and Indian markets evolving rapidly too) it was not surprising that the parent
wished to integrate and align local operations more closely with its global
strategies.

With a new chairman in the UK., the power brands strategy was quictly forgot-
ten. Not surprisingly, we don’t hear about this strategy in India either. All this
was also reflected in the share price, which has underperformed the index over
the last several years.

Having said this,Hindustan Unilever continues to be one of India’s most
respected and best managed companies. Cver the years, it has grown and been
consistently profitable. Over the last two years, in spite of fierce competition
from local and multinational companies, it has grown sales and profits in dou-
ble digits. This is no mean feat for a company of this size,

To be sure, given its lines of business, it cannot have the explosive growth of
the past. There is no doubt that as India moves into a different era. the big
growth areas will be IT, hitech, pharma and services like telecom and airlines.
This makes the older more mature companies look relatively less attractive than
in the past.

It is unrealistic for a company to perform a high wire act indefinitely. As every
industry and company matures, the raie of growth slows down, As a conse-
quence the price to earnings ration (F/E) in the stock markets comes down from
super normal to normal limits. And the growh in valuation of the companies
slows down. But that does not mean that the companies are not very valuable
and extremely sound, well run businesses. Hindustan Unilever continues to be
one of the highest traded shares - a must have in almost every portfolio.

Hindustan Unilever, has consistently been one of India’s most respected compa-
nies. It has earned the respect of all its stakeholders - customers, emplovees,
sharehelders and also that of government. It is extremely well managed, and
has been an employer of choice. It would be no exaggeration to say that com-
pared to probably any other organization of its size, it has produced more man-
agers, who having left, have become corporate leaders in other companies.

These are the characteristics of a great company.
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REBUILDING AN ICON

Hindustan Lever has weathered the storms it faced earlier this decade. But it
is not as though it will be all smooth sailing for Hindustan Unilever

fessionals a bit more
work. But, in the rest
of the organisation, it
was business as usual.
Baillie wasn't even
around; he was attend-
ing a leadership pro-
gramume in London.
The changes - the
ones that matter -
have * been taking
place over the past few
years. It's been a diffi-
cult job. The problem:
how to integrate India
with the rest of the
world and, at the same
time, give the Indian
company the freedom
to innovate. It is in
attempting integration
that Unilever sent its sub-
sidiary into choppy waters
earlier this decade.
Much of this is history, of

n April 2004, when

Business India wrote

its last cover story

on Hindustan Lever

Ltd (HLL), the com-
pany was facing adverse
times.

We had predicted
then that “a foreign
manager will be shipped
out to head HLL”, that
the Power Brands strat-
egy would have to be
phased out, and that the
company would intro-
duce a Unilever in its
narmne.

It's all happened.

In 2005, Zimbabwe-born
Englishman Douglas Bail-
lie was anointed heir; he
took over in March 2006,
They don't talk about Power
Brands at Lever House in down-
town Mumbai any longer, though course. But a couple of factors
the discredited strategy has still not been Sl ; merit repetition because they are in
officially dropped. And, last fortnight, the - danger of being hardwired into the culture

company adopted a new logo and name — Hindus- of the Indian organisation.
tan Unilever Ltd (HUL). Levers was never a pucca sahib organisation like some

The logo (see box) will cause some debate. It is supposed  other mMCs. Its executives at headquarters may have been
to symbolise “Adding vitality to life”. HuL needs it; comfortable in ties and suits, but in the field they believed
Unilever needed it more. It replaces the 30-year-old green  in getting their hands dirty; they didn't work out of air-
leaf created by the National Institute of Design (Ahmed- conditioned, ivory-tower environments. “At Levers, you
abad) in 1979. “1 am sorry to see its departure,” says adman  always had the freedom to fly,” says a former chairman.
Alyque Padamsee. But Sunil Duggal, ceo of Dabur, sees The Unilever integration appears to have changed that.
reason for change. “Brand identity has to be constantly But globalisation is not only about Indian companies
refreshed, renewed and evolved to retain contemporari- going abroad. It does mean that parent companies are
ness and relevance,” he says. “The timing of change isa  going to take a closer role in the Indian subsidiaries. It does
management call depending on the strategic imperative."  mean that Unilever is going to ask HUL to stay within the

Unlike the logo, the new name is obviously a transition broad policy framework set out by it in whatever the
phase. Unilever doesn't have a prefix anywhere in its uni- Indian subsidiary does. Baillie adds, Unilever does not hes-
verse. Will the “Hindustan"+go when it is politically and  itate to grant the required freedom to local operating com-
environmentally permissible to dispense with it? The com- panies. But he says that the focus areas “will be based on
pany, however, says that such speculation is totally baseless.  leveraging Unilever's global strength in the technology,

Last fortnight's events, therefore, were largely symbolic.  brands and capability platforms”.

The changes may be giving the packaging and design pro- Talk to former executives, well-wishers of the company

* 50l e
.




BUSINESS

INDILA » July15 2007

and analysts, and you will hear an
appeal for more innovation. Says an
Enam Securities report: “Innovation,
activations and executions will
remain key future growth drivers.”

“We believe that Levers has to
aggressively look beyond its existing
businesses to keep a high growth
pace,” says Nikhil Vora, analyst with
equity research firm ssk1 india. “Only
renovation and no innovation will
not take Levers anywhere. Renovation
and product extension as a strategy
may work for relatively smaller con-
sumer companies like Emami, Marico
or Dabur. But it is too insignificant for
a behemoth like Levers.”

But they don't agree with that at the
Lever House. “If you look at the
launches and relaunches we have had

over the past two years, it will reflect the company’s strat-
egy of continuously innovating to both grow its core
(which, we believe, represents a significant opportunity)
and also new emerging spaces where we have a strategic

Cover Feature

Manwani: developing and emerging
markets are a key priority for Unilever

fit,” says a company spokesperson. The
Z list of launches In the second half of
= 2006 reads thus: Axe Click Deo; Lakme
Fundamentals and Freespirit range;
Domex toilet cleaner; Fair & Lovely
skin clarity range; Pond's face wash
range; Sunsilk - haircare range for
coloured hair; Lux White Glow; Lux
Uplifting Bar; cr Anti dandruff; Hug-
gies Dry baby diapers; Pond’s Age Mira-
cle; Dove new variants; and Lux body
wash variants. The relaunches were
Clinic All Clear Active Care; Lifebuoy
Handwash; Clinic Plus daily care;
Pond's moisturising cold cream;
Brooke Bond Taaza; Vaseline Body
Lotion; and Breeze soap bars.
Relaunches and brand extensions
have their supporters. 5ays Godrej
Group chairman Adi Godrej, though
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not speaking specifically of Levers: “Building brands and
maintaining brands has become wvery costly. The
money needed to grow brands is huge. So, most FmcG (fast
moving consumer goods) companies prefer to invest in

tfirst sight, it's a simple 'U".
t's blue instead of the tra-
ditional Hindustan Lever
green. But, then, that could
well be reflective of the times.
A closer look shows that the
U is made up of all sorts of
things. These are Unilever's
vitality icons. So you have a bee
("represents creation, pollina-
tion, hard work and bio-diver-
sity™) and tea (“growing and
farming"); a bird (“freedom™)
and a fish (“food, sea or fresh
water”™); and lips (“loocking
good”) and a heart (“love, care
and health”). You also have
clothes, ice-cream, a container
and even a spoon. The design-

ers have managed to stuff 24
icons into one small U.

According to the company,
the new logo is symbolic of the
mission of 'Adding vitality to
life'. It comprises 25 different
icons (the U plus the other 24)
representing the organisation,
its brands and the idea of vital-
ity. “The new name and the
new logo will leverage the
positioning, scale and synergy
that comes with being part of
Unilever globally,” says Hin-
dustan Unilever Ltd (HUL) CEQ,
Doug Baillie.

It has won some admirers
already. Says McCann Erickson
chairman Prasoon Joshi: “It's
quite involved, so nobody gets
itimmediately. But a logo is not
a one-day affair. Gradually as
people start getting exposed o
various layers of the logo, it
starts involving them. | agree
with the layered approach of
this logo. With repeated expo-
sure all the elements of the logo
start entering the subcon-
scious. As a result, a more
involved relationship builds up
with the consumer. He or she

may not be able 1o articulate
this, but it definitely stays in his
or her mind.”

When the new logo was
unveiled by Unilever in May
2004, it was widely criticised
and dubbed a “No go”. Not
because of the bowls, clothes,
hair and waves, That was
meant for the Harvard types
‘who would do case studies on
the subliminal impact; if it had
to register with consumers,
they would have to be sup-
plied with a magnifying glass
and an explanatory booklet.

What troubled the market-
ing pundits was that Unilever
was rying to introduce
umbrella branding for its
entire range of often unrelated
products. At a major. brand
conference in Sydney, it was
pointed out Unilever's suit of
products was not mutually
reinforcing. “The company
can hardly say to their cus-
tomers, "Well if you liked
Domestos, you'll love Calvin
Klein.™

In India, the changeover has
been low key. The emphasis is

more on continuity, though
the old loge has been pen-
sioned off. There is one key dif-
ference with the international
Unilever logo. Under the U, the
narme reads Hindustan Unilever
Limited, instead of just
Unilever. That too may be a
passing phase. A straw in the
wind: the Hindustan Lever
website is www.hll.com. The
site www_hul.com simply says:
“There is nothing here at the
morment, but we would love to
know why you came here,
what you were locking for, and
what you would like to see here
in the future...” Perhaps the
folks at HUL can take note if
they see some future in their
namee.

Will the logo work in India?
Why not? Forget the vitality
vibes and look at it as just
another icon. In India HLL used
umbrella branding of sorts. So
it is just a bit of nostalgia that
will have to be handled.

The logo is reported to
have cost more than $10 mil-
lion. Vitality doesn't come
cheap. -
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