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If you lag on taking price increases, the shape of P&L collapses, and you lose the ability to invest
inthe strength of your brands for the long term and it's very, very hard to recover from that

‘Happy with High Levels of Price Growth... if
that's Part of Maintaining Competitiveness’

ince the pandemic began
two yearsago, Unilever's
global executive team
went fromanordinary
operating rhythmof
meetingonceamonthor
12timesa yearinpersontoaroutine
of online meetings daily for the first
year and then every other day for the
subsequentyear, “Unfortunately, we
had tobegin every meeting iterally on
adaily basis with asking Sanjiv (Sanjiv
Mehta, MD at Hindustan Unilever) to
updateusonwhat's happening on the
1 groundandin India. It was pretty
gruelling stuff tobe honest,” said
Unilever'sglobal chief executive
officer Alan Jope. Since then, HUL has
outpaced both the Indian market and
isamong the fastest-growing countri-
esfor the global consumer giant. Inan
interaction with Sagar Malviyaand
Bodhisatva Ganguli, Jope outlined his
strategy to navigate cost inflation
whileensuringshoppers pay even
more forits brands inthe coming
monthsas well as the potential of
havinganIndianat Unilever'shelmin
thecoming years. Edited excerpts:

How challengingis inflation for you
interms of maintaining margins as
wellas generating demand?

If welook at Unilever globally, the
number one challenge that we face
this yearis the inflationary cost
environment. And thatis true equally
inindia. We are seeing people adjus-
ting their consumption patterns. The
firstis people are downsizing to
smaller products. And we have agood
portfolio of affordable products. The
secondis peoplearetitratingand
ekingout the products that they have.
Andthethird actually is that some
people insome categories are uptra-
dingbecause the price per ml is chea-
perandsothat'savery smartway of
behaving. Whatweare not seeingat
scaleyetaresignificant shiftsinbrand
preference. Bigbrandstendtodo
quite wellindifficult economic times
and we see thatin India. But I have to
say weare stillinthe foothills of this
period of inflation.

Do you fear consumers moving
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Bigbrandstendtodo
quitewell indifficult
economic timesand we
seethatinIndiia. But|
havetosaywearestillin
thefoathillsof this
period of inflation

away from your brands dueto
consistent price hikes?
Wearegoingto, both globally andin
India, titrate price, volume, competiti-
veness, and margin. Now, what we
have learned from high nflationary
environments over the years, is that if
you lagontaking priceincreases, the
shape of the P&L collapses, and you
lose the ability toinvestinthe
strength of your brands for the long
termandit’s very, very hard toreco-
ver fromthat. | am perfectly happy
with high levels of price growth, with
moderate volume losses particularly if
that's part of maintaining ahealthy
level of competitiveness, butit's
important, we preserve our margin,
not for our shareholders, but because
of the ability toinvest. Savings are
importantand that's the first thing we
turnto. Butinthismagnitude of in-
flation, they are not going to cover 900
basis points of either marginloss, or
lost ability toinvestin the business.

Since last year, has the situation
worsened, andare thereany visible
greenshoots?
Lastyearinthe third quarter, | met
withvery senior people from the IMF,
the World Bank, the European Central
Bank, the Fed, Bank of England, and
challenged eachof them. Why are you
not callinginflation? Itis obvious to
us. Agricultural raw materials are
through the roof, any petrochemical-
derived materials went through the
roof, energy going through the roof,
starting to seelabour costs, and of
course logistics and transportation.
Now the first thing you will see inthe
commodity markets, isthatinex-

orable inflationis happeningright
now and itisimpossible to predict. But
it does seem thatitis moderating, at
|eastasthe incremental inflation has
stopped. That will be a very important
signal for usonwhat we doaround
priceand volume.

Betweeninflationand supply chain
disruptions, whichis the bigger
worry?

Itrytorank the geopolitical pressures
that weare feeling right now. Commo-
dityinflationisby far, the greatest.
And that comes out of all kinds of
economic effects, of which thewar in
Ukraine is part but it's not the majority
partatall.Our supply chains have been
relatively uninterrupted and held up
remarkably well. Sothe next thing that
Iwould putup there is the inequality
aroundthe world. Weserve everyday
peoplewitheveryday products, and
what'shappening at the moment is
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Weareheretocreate
outstandingreturns for
our shareholders. And
weareonly interestedin
sustainability tothe ex-
tentthatdrivesstronger
business performance

withincountries, therich are getting
richer and the poor are getting poorer.
Andthat's not really good for our
business. The third is the climate crisis
isabigger deal for us than tensions
between state Aand state B. Part of the
reason why soy, rapeseed, and sun-
flower oils have gone upsomuchis
crop failures. Itis not agreat place tobe
selling soapsif the place is underwater

oronfire. Sothe climatecrisisis quite
material for us. So, | would say that
inflation, inequality and the climate
crisisare abigger impactonus than
supply chaindisruption.

How do you see the decoupling of
supply chains playing out for your
business?

Supply chain resilience comes not
fromnationalising the supply chain. It
comes fromour main supply chain
that has got multiple points of backup.
Our supply chain held upsowell
through Covid, precisely because we
havedonealotof workonresilience.
Andwheninitially, the chemicals
industry fell over in China, we shifted
sourcing to Latin America and South
Asia. Andthen, when South Asiawas
havingits travails, we shifted back and
thenchanged back up. So with great
discipline, we go through our supply
chainand make sure that we are not
dependent ononesource.

How do yourespond toinvestors'
criticismthat climate change and
inequality should not be the main
focus of the company?
WearenotanNGO. Weare hereto
create outstanding returns for our
shareholders. And weareonly inter-

~ estedinsustainability totheextent

thatdrives stronger business per-
formance. Now the fact thatit hap-
penstoputyouontherightsideof the
moral argumentand makes people
proudisgreat.Buttherearereally
four elementstoour business case.
Wemeasure whether consumers see
our brands as having apositive
impactonsociety or theenviron-
ment, country after country, category
after category, every month. The
brands thatindex over 105 on that
metric,are growing three times faster
than therest of our portfolio and now
make 60% of our sales. Consumers,
particularly young people really care
aboutthe social and environmental
impactof the brand. And that's pro-
bablyjustabout beingrelevant to
consumersinthe future.

The second and actually counterintu-
itiveis cost. We have saved about €1.2
billion of costs through sustainable

sourcingand cost avoidance through
sustainability. Now in the short term,
weare paying more for sustainable
palmoil thanif we use regular palm oil.
Same for recycled plastic versus virgin
plastic, butoverall, sustainably, if you
areusing fewer resources, it should
costyou lessmoney. After consumer
relevance, the second most important
pointisthatit'samagnet for talent.
Good luck paying people to come and
work for business these daysif you
can'texplain and express your posi-
tionon climate issues, lossand degra-
dationandnature, equality. Sothat's
the business case. And that's why we
doit. Anditisnot some moral impera-
tive. There isan anti-sustainability
backlashinsome parts butitis not
going todeflect us from our mission.
Every shareholder we speak to (about)
ESG, the termhas gone froma periphe-
ralissuein the discussiontoa centre-
platediscussion point.

Doyou foreseean Indian CEO
heading Unilever?

Iwould be delighted and absolutely
thrilledif we could have an Asian
leader for Unilever and afemale Asian
leader would be even better.
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