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Sustainability and growth,
the Unilever way

Paul Polman, CEQ, Uiilever, on the way forward.

GOKUL KRISHNAMURTHY

Paull Polmzam;, CEO, Unillewerr, is as serimuss aiout
susttzimahlbde souriimg, redlicedd emifssonas and sav-
ing wattar as he is abouit douliingg the conssumer
praiiutts gianttss gloded] turmyeer by 2020. Its ob-
vious thatt fauiizg, one of the emrrnirgg menietts that
colleattyebly comtitbiete 53 per centt to Uiléaxer’s
turmyeer, is expeetedd to be a drivesr of this grpwith.

Im comweesssition witth the meiiza on a féourday
visitt to fotizg, Polmem reitapa¢dd hiss cocomtitmemt
to Unileveriss ‘Sustaiimzabde Livimg Plan’, and aui-
lined! his roadtmagp for gromith. He foressmss on-
sumeess emtbreaiing pradietts and bramdfs fim
resposibhle comgzmves, espeizdlfy in a higtily wol-
atile emvinoowmarent. Surehly, he coulltht’t have fore-
seem the quallee and tsunemi that have navaged
Japan witem he spodee aboutt climatee chamyge. But
the relvencee of whait he said is bettter undeestiood
now, after the disastter. Fxeanpts:

A SUSTAINABLE LIVING PLAN

Last year's results were the best in about 30 years.
As we got these resuits, we also launched the new
vision, the Unilever Sustainable Living Plan,
which is very relevant for India as well.

We are using resources well beyond the capac-
ity of what the earth can generate. The WWE
estimates that we are using 1.3 times the capacity
of this earth. And this is before two billion new
people come in, mainly in this part of the world
(emerging markets), before living standards im-
prove. The stress on the system is enormous. Also,
the system has never suffered so many shocks —

e

Paul Polman, CEO, Unilever

of droughts, floods, the events happening in West
Asia ... These are only going to increase the vola-
tility unless companies wake up to these prob-
lems: of climate change, poverty, malnutrition.
The Unilever Sustainable Living Plan sets a
very audacious ambition of doubling our turn-
over, while minimising our environmentali im-

pact. The agricultural materials that we buy will
be sustainabie over the next 10 years. A billion
people more than currently will have access to
health and nutrition by our brands and our activ-
ities. Our environmental impact, across the entire
supply chain, will be the same or less than what it
is today. I believe it will be increasingly relevant,
not just for the world, but also for comsumers
basing decisions on which companies they want
to buy their products from. Increasiimgly, that will
be a driver of choice.

With the inability of governments to take
charge of the issues we have, consumers wiil take
charge. We see it happening with social net-
works, we see it happening in West Asia,

ON RISE IN INPUT COSTS

What we must do is separate the short term,
which is the coming six months, from the long
term. Our long-term strategy is solid; we don't see
any reason to change that.

I'd say input cost ffuatuation is not as bad as
2008. There is going to be six months of un-
certainty. I call Harish (Manwanii, President, Asia
Africa, CEE, Unilever, and Chairman, Hindustan
Unilever Ltd) Mr CNN. Every time I switch on
television, one of his countries is on there. And it's
always something you didn’t expect. An earth-
quake here, a filvoding there, a government moved
out without anyone expecting that —wellixeiina
very volatile and uncertain time. But our compa-
ny, with its agility, with its solid strategy, strong
brands, is well placed to deal with it.

Needs ajoint effort: See Page 3

CIRRUS

Listers

I,
Measure.

Interpret



‘It cannot work if one
company alone takes it up’

Paul Polman, CEO, Unilever, says governments and other stakeholders need
to get involved in the mission for sustainable growth.

GOKUL KRISHNAMURTHY

Paul Polman, CEO, Unilever, shares his
views on responsible sourcing and emerging
opportunities

nice creams, we have two million ice

cream cabinets around the world.

We are already converting about

500,000 of them to natural refriger-

ants. In India, where we are growing
the ice cream business very fast, the cabinets
will be natural refrigerants. By 2015, all of
our cabinets will be natural refrigerants. If
you take all the cabinets of beverages and all
categories of cabinets (including ice cream
which is a small part), that is six per cent of
global warming.

We have created an organisation that is
called the Global Consumer Goods Orga-
nisation. It has the biggest retailers in there
from all over the world, and the biggest man-
ufacturers. We were the only ones that got a
declaration in Cancun to not buy any materi-
alanymore from illegal deforestation — palm
oil, soy, beef, paper ...

By 2020, we will only do sustainable
sourcing. If the biggest companies that serve
the consumer say they won’t buy unsustain-
able produce anymore, you're sending an
enormous signal to the supply chain. We've
worked with the Indonesian Government,
which has given a moratorium on defor-
estation for two years.

Malaysia and Indonesia are among the
biggest palm oil producers. Unilever alone is
buying almost 50 per cent of the palm oil that
is sustainably produced in the world.

In detergents, in developed markets
where there is more of machine wash, we
have introduced detergents that give a better
performance at lower washing temper-
atures. In these parts of the world, where
there is more water usage because it’s hand-
washed, we have introduced fabric softeners
in detergents to reduce the need for rinsing.

By optimising logistics systems, in India
we took off a few million miles of trucks on
the roads.

We have worked our whole life to get our
agricultural materials sustainably sourced.
We're setting an objective that by 2020 we
will source a 100 per cent.

It's not easy. I've also said that I don’t have
all the answers. I can’t do it alone. But one
thing I know is that if we really want to do it
and if we’re all serious about it, we can do it.

It requires the support of governments,
monitoring systems, providing alternative
livelihood for those people, sustainable
farming techniques and more. It cannot
work if one company alone takes it up. It has
to be a multi-stakeholder partnership.

We measured the impact of every brand
across the supply chain from sourcing to use
— from water, waste, carbon, packaging, and
more. For every brand, we have the hard
numbers on what the impact is. It helps us
see where we need to focus.

Today, every brand of ours has a global
imprint, which not only has an economic a_nd
product mission, but also a social mission

tied in to the Unilever Sustainable Living
Plan. If you don’t tie it into your innovations,
you're never going to get there. You need to
innovate to find a fabric softener that uses
less water, or a detergent that washes at
lower temperature.

Because we set such an audacious goal for
sustainability, it puts more pressure on our
research department to provide solutions,
and our innovations actually become bigger.
Because our innovations become bigger, we
grow faster. What we’re doing is a catalyst
for growth.

We're in the business to grow, but I'd
rather have a company that grows
responsibly.

ON THE EMERGING OPPORTUNITIES

Growth in the developed markets is difficult.
There has been a bigger shock there because
of the financial crisis than in these parts of
the world. Now the governments are going
in for austerity measures that put more pres-
sure on consumer spending. As a result, you
see many of the companies looking for
growth coming more aggressively or earlier
to the emerging markets.

Fifty-three per cent of our global business
is from emerging markets — higher than any
other company. We have more people work-
ing in these markets. So we are better pre-
pared to deal with the challenges here, but it
is clear that the competitive environment is
becoming more intense. Now you can think
about that and say that it’s a big issue, or say
it's nothing to be worried about.

These markets have a very low consump-
tion across many of the products. What we
see is that when there is increased compet-
itive activity, not only does the consumer
benefit because you have to innovate faster,
which we know how to do, but you also get
the markets to develop.

ON STRESS AND SHOCK POINTS

You should separate the next six months or
so when you look at commodity inflation.
Estimates from the FAO and World Bank are
very clear that the underlying trend on input
cost is up. There is a certain level of inflation
that will be with us, which, by the way, is
healthy. To get a better pricing structure
across the supply chain, driven by an under-
lying demand — two billion people, improve-
ments in standard of living, the food
production in the world has to go up 70 per
cent in the next 40 years. So the underlying
price pressure of 2 to 3 per cent in food is a
healthy one if it is fairly and equitably dis-

PIt requires the support
of monitoring systems,
providing alternative
livelihood for those
people, sustainable
farming techniques and

more.

tributed in the supply chain. I think that will
be more and more the case.

What is a challenge to deal with in the
short term is the spikes that we are seeing,
and they are caused by many things that
happen at the same time. The first one - the
population increase and the inflation - I just
call it the normal stress — you can forecast,
you can plan your businesses around that.
You can cover that with productivity and
efficiencies.

What is new is that the world has more
shock points. The shocks of climate change,
geo-political uncertainty, of population
growth and malnutrition, poverty, leading to
discontent among people. They need to be
addressed more aggressively. What is un-
fortunately happening, even after the crisis,
is that governments are focused internally
and have short-term views. E

Institutions look like they are properly set
up when everything is going well. As soon as
problems hit, issues are there. International
institutions are not working and the prob-
lems are getting bigger.

That’s why I think there’s a great opportu-
nity — not a threat — for responsible compa-
nies to do something about them.

You have seen the power of the Internet
and social networks, which are going to be
bigger in this part of the world than any-
where else. Our two billion consumers who
use our products everyday are an enormous
force we can harness.

So if we as a company do the right things
to address these problems, and hopefully
other companies as well, we can make a big
difference.

We have to stay close to the consumer
because it’s the consumer who suffers more.
Especially in emerging markets where the
consumer pays a higher percentage of in-
come, often 70 or 80 per cent, especially at
the bottom of the pyramid, on food.

That's why we see, in India as well, a lot of
innovation happening — not only at the top
end of consumption but also at the bottom of
the pyramid.
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