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‘We should be patient...
need to play the long game’
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Hindustan Unilever (HUL) believes
recovery is underway and consumption
will start correcting given the
macroeconomy actions. Managing
Director and Chief Executive Officer

(MD & CEO) ROHIT JAWA speaks to
Sharleen D'Souza and Dev Chatterjee,
in Mumbai, on the levers of investments
that the company has, trends showing
rural resilience, volumes versus
margins and more. Edited excerpts:

Isthereastructural shiftin
consumption inIndia, as HUL
delivered 2 per cent volume and
revenue growthatatime when the
economy grew at 6.5 per cent?
Bylooking atone quarteroroneyear
alone, wewill missthe bigpicture.
Let’szoomout first. Over thelast
decade, HUL has grownatabout8
percent CAGR (compound annual
growthrate)and hasalsoimproved
itsprofitability. This growth has
beendriven halfby volumeand half
by price. That’sthelong-termtrack
report....Currently, the average per
capitaconsumptionis$50, with $25
inruraland $100inurbancities.
These figuresare one-fifth toone-
sixth ofthose of ourneighbouring
countries.Inthe nextdecade, all our
categories willgrow many folds....
We're probablylooking at some
yearswith muted consumption.
Weshould be patient, because
the market will compound, and
weneed toplaythelonggame....
Therecoveryisunderway but
overall, private consumptionshould
havebeen higher. Thiswill start
correcting, givenall the macro-
economy actions.... Ruralis already
showingresilienceandisgrowingat

“THIS ISTHE TIME TO TAKE THE BET INTO THE NEAR
FUTURE AND MAKE SURE THAT WE HAVE GOT
ENOUGH CAPACITY TO INVEST IN OUR BUSINESS"

ROHIT JAWA, Hindustan Unilever MD & CEQ

higher ratesthanurban.... Macro-
economic conditions can be favour-

able,and therefore, wewill play towin.

‘Whatis HUL'’s strategy of chasing
volumes over margins? Will you
sacrifice margins for volumes?
‘We have very healthy margins. For
the next few quarters, our
priority s to invest for growth,
evenifthat meanswe create
headspace for investments.
We believe that with the 22-23
percent Ebitda guidance, we’re still
amongthetop few firmsin the CPG
(consumer packaged goods)
category, whichis healthy. It’s
abovethe Unileveraverage as well.
It'sagood, profitable business that

will do well by growing faster. This
isthetimetotakethebetintothe
near future and make sure that we
have got enough capacity to invest
inourbusiness.

‘What plans have you putin place
toinvestback in the market?
There are multiple levers of invest-
mentthatgenerate thetop lineand
thebottomline.... Tradeinvestment,
pricequalityinvest-ment and A&P
(advertisingand promotion)
investment are essentially our
threelevers, and we have tomake
surethatitalltranslatesto the
22-23 percentguidance.
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"It will be a digital and channel-focused future'

Canyouelab hei levers?
Overthe last few quarters, our direct value-
weighted distribution availability has gone up
400 basis points. This means we'te gettingto
moreand more value-contributingstores
directly. This requires investmentbut leadsto
moregrowth.

Thesecond way weareinvestingisin product
qualityand theright price-quality equation.
Because commodity prices are fluctuating, with
increasesin categories like tea, palm, coffee, and
decreasesin categories like home care, wewant
tomakesurethat we havethe right pricingat the
moment. Weare neverabletopasson price
increasesin onego. Inthe case of deflation, we
prefertoadjust it inone shot. Both ways, it takes
afewquarterstoadjust.

We are not going totake our eyes off the right
pricequalityequation. Ifthat meansthatit
impactsthe marginsinonequarter, that'sfine,
becauseeventuallyit will normalise. The third
areaof investment ismediaand A&P
(advertisingand promotion).

Whataretheheadwinds you are seeing
forthe consumer market at this point
intime? Could the tariff war havean

whoreside largelyinurbanareasandbig
villages. These consumers want togrow their
quality of life, and thisis asizeable segment by
itself.

We have todisaggregate theIndian consumer
opportunity by consumer segments and havea
portfoliothatserves all markets, and inall
conditions.... Wehaveaproduct forevery
consumer and are best poised to offeran
upgradeopportunity atall price ends. Weare
investinginmarket developmentquite
consciously. We've called out several productsin
our portfolio as market makers.

You'vesaid there’s beena200 bps move from
coreto future core and market makers. Will this
move accelerate going forward?
It’sdifficult togive you anexact number, Our
strategyis toallocate resources. Our core
portfolioisgrowing in line with the market. Our
future core portfoliowhere we havealarge
segmentofbusinesses is growing at 20
percent faster, and our market makers,
whichisaround7,000 crore, are
growingeven faster. We areallocating
resourcesin thisdirection. For the year
that'sgone by, it's 200 basis points, and it

impact on consumption? ROHIT JAWA will depend on year after year whether
Atthispoint,giventheknowledgewe ~ MD & CED, isinthesamerange, lowerorhigher,
have, tariffsare notvery material to Hindustan butthat's thesecular directionofthe
HUL'sbusiness, becausewearealocal- ~ Unilever marketand our investment,

for-local business. Ifat all, the crude oil
softeningis beneficial totheeconomy
asawhole, and our consumers.

Consumer income isn’t going up. How are you
creating
categories?
Weneed tosee Indiaas not one, but many Indias.
Notevery consumer s the same. We needto
make surethat weunderstand and respond to
different income segmentsdifferently. There are
thetoptwosegmentsof India —theaffluentand
affluent plus. These segments, with incomes of
101akhandabove, have doubled inthe last five
yearsand are likelytodouble again. This
segmenthasgotthe purchasing power,
consumershere havesurplus; they re the ones

foryour mass
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Whicharethe other categories that you are
lookingtoenter?

Acrossall ourfour business units, we have white
spaces and opportunitiestogoin to, For
instance, beautyand wellbeinghas a huge
opportunity, especiallyin themore p
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“ATTHIS POINT, TARIFFS ARE NOT VERY MATERIALTO HUL'S BUSINESS,
BECAUSE WE ARE A LOCAL-FOR-LOCAL BUSINESS"

ROHIT JAWA, MD & CEO, Hindustan Unilever

endand withnew formats. Intherecent few
months, we've launched Nexxus and Liquid IV
—global brands that we've brought into the
Indian market.

Whatis the current status of theice cream
business?

Weexpecttheice creambusinesstobe
demerged andlisted by theend of thefinancial
year. Itwill be anindependent entity that will

chartoutitsownfuture.
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Willyoulookat
Lifebuoyand Glow & Lovely?
Weareworking onaddressing Horlicksand
that'sanunfinishedjob. Butif you remove that,
allof ourbig core brands have been revamped.
Ourfocus continues to remain to protect our
coreand keep it contemporary. Wewillinvest

and gowheregrowthis, which isin the future
core, premiumsegments and new segments,
marketdevelopment, and create new segments
forthefuture.

Whyisit difficult to drive consumptionin the
nutrition category?

The category consumption has remained
flattish. Thereasonisthat at one level, itisa

discretionary category and any compression on
urbandemand impactsthis category. Moreover,
overthe years, thereareother alternatives that
kidshavelike, nuts or breakfast cereals orfoods,
whichmay not beas healthy buttastier. It isa
category thatisstill extremelyrelevant. Whatwe
havetodobetteris to essentially revitalise that,
make it more contemporary and relevant.

Howaredistribution channels changing?
Withinorganised channelslike modern trade, e-
commerce, we cansee how quickcommerce s
increasing because they arestill in the early
stagesofgrowth in penetration. Moderntradeis
goingtolower-tiercities, quickcommerceis
goingtoother cities,and e-commerce is
expanding aswell. There are rurale-commerce
optionscoming in, butitisimportanttostate
thatgeneral trade in Indiaisstill vast. Even
todaywithall these changes,itis close to 70 per
centofourbusinessand it remains the heart of
ourbusiness. Therefore, adistributor-inclusive
kirana-centric model is our priorityto serveour
shopperswhogointo kirana storestoshop.

Wemust haveappropriatethemesand
capabilities to grow categories in modern trade,
because that consumer has the money. Shehasa
surplusand she wantstoupgrade. Alotof the
category development happensin modern
trade, inpartnership with our modern trade
customers.

Thenyou'vegot ecommerceand quick
commerce—thereit'sabout makingsure we
have theright design for the channel.
Beauty.comrequiresavery different shopping
environment. Itis content-heavy and requires
premium products.

Onthe other hand, quick commerce requires
more productsof convenience, productsthat
people canbuy anytime like food, ice cream and
quick-use items, even in the beauty portfolio.
That’s more customisationin ecommerceto
makesure we have the right kind of portfolio,
investment, and front-facing experience for the
shopper.

Essentially, it will be anincreasingly digital
and channel-focussed future, and we'll have to
learntodoall ofthese thingsat the same time.






