Fhe Robert L. Maaor

Lcture
j 2077




© Copyright 2011
The George Washington University
All rights reserved

ngte/zésy

The Robert P. Maxon Lectureship

(3N

The Robert P. Maxon Eadowed Lectureship in the School of Business .........covceeeennen,
Robert P. Maxon...
M. [an Cook, Chaizman, President ané CEO Colga:e»Palmohv

Robert P. Maxon Lecture

Opening Remarks by Doug Guilirie, Dean, School of Business
Welcoming Remarks and Introduction by Steven Knapp, President, GWU ...
Robert P. Maxon Lecture by Mr. lan Cook, “Stcceeding in a Global Marketplace”............9

Previous Robert P. Maxon Lecturers

Robert Herz and Sir David Tweedie.........
Mustafa V. Ko¢ .o

Dr. Richard L. Sandor ..
Dr. Philip Kotler.............
N.R. Narayana Murthy
Jerry 1. Porras oo
Sumner M. Redstone.
Vernon Smith.........
Alan Greenspan.....
Armenio Fraga Neto ... cer e
Sir John Browng ....rminsi e e

School of Business Board of AdviSOrs ... 29

School of Business Board of Advisors Dean’s Encore Circle...............32




The Robert P. Maxon Lectureship

The Robert P. Maxon Endowed Lectureship
in the School of Business

%_e Robert P. Maxon Lectureship was established through Mrs. Dorothy
Maxon’s generous gift to the School of Business in honor of her husband,
Robert Maxon. The GW School of Business oversees the Lectureship and
all related events. The endowment underwrites an annual distinguished lec-
ture that adds depth to the business management understanding of the next
generation of global business leaders.
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Robert P. Maxon (BA’48)

J/_[r Maxon, a highly decorated World War II veteran, earned a degree in
business administration from The George Washington University in [948.
He began his career in the encrgy field shortly after graduating, working in
India and later in Japan, at a time when the Japanese were not accustomed
to conducting business with foreigners. According to his peers and busi-
ness associates, Robert Maxon knew how to work with people and build
loyalty, and he developed an acute sensitivity to cultural differences. As
an executive with Mobil Oil Corporation, he was appointed to a series of
increasingly senior posts in Singapore, Thailand, Malaysia, and Indonesia,
He later became Vice President of Mobil’s U.S. real estate ventures, and
retired as the company’s General Manager for worldwide corporate public
relations in 1983,
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Ian Cook
Chairman, President and Chief Executive Officer

Colgate-Palmolive Company

lan Cook is Chairman, President and Chief Executive Officer of Colgate-
Palmolive Company, a leading global consumer products company whose
quality products are sold in more than 200 countries.

Mr. Cook joined Colgate in 1976 in the United Kingdom after graduating
from Londen University (Guildhall) and progressed through a series of
senior management roles around the world. He became Chief Operating
Officer in 2004, with responsibility for operations in North America,
Europe, Central Europe, Asia and Africa. In 2005, Mr. Cook was promoted
to President and Chief Operating Officer, responsible for all Colgate
operations worldwide. He was elected President and Chief Executive
Officer and a member of Colgate’s Board of Directors in July 2007. He
became Chairman in January 2009,

Mr. Cook has been a long-time champion of Colgate’s global oral health
improvement initiatives. Through the “Bright Smiles, Bright Futures” oral
health program, Colgate has reached more than 500 million children in
over 80 countries and in 30 languages with oral health edacation programs
recognized by dental health agencies around the world. In the United
States, this program of in-school curriculum, mobile dental vans and
community awareness reaches millions of children and is complemented
by a commitment to promote professional education in underserved
communities.

George Washington University

12th Annual Maxon Lecture

Doug Guthrie: Good evening.
Audience: Good evening.

Doug Guthrie: That’s what I like -- a hearty response. I'm very happy to
see a good crowd to come out for this.

Ovwer the last 40 years, two trends have dominated business development in
the American economy and more generally in the global economy. The first
was ushered in 1970 by Milton Friedman and it gained power and stature
over the course of that decade until it reached its heyday in the mid-1980s,
and that was the notion of shareholder value, and the basic concept was that
organizations are truly only responsible to the shareholders that they are
answering to nobody ¢lse. It doesn’t matter who the stakeholders are. It
doesn’t matter about the commumities that they’re embedded in. What mat-
ters is are you delivering value to your sharcholders?

About a decade later, when I usually mark the beginning of this era is

when Jack Welch took over at GE, we saw the real ushering in of the age

of globalization. Organizations started talking more and more broadly, and
thinking more and more broadly, about what their global footprint was. And
both of these trends were important for defining business education and
what corporations do over the course of the late ‘80s and 1990s. The world
was shaken up a little bit with the accounting crises in the early 2000s, and
we were shaken, maybe to our core, in the most recent fiscal crises. How-
ever, there are some strands of good news that have been percolating over
the course of a decade and have found their way into both academia and into
the corporate boardroon.

On the academic side, we have leading Lights in people like Tim Fort, who’s
the director of The Institute for Corporate Responsibility and the Lindner-
Gambal chair of Business Ethics. This man is truly a visionary individual,
All deans like to say that their faculties are stars but I think Tim is more than
a star. I think he is somebody who actually truly changes the way we think
about certain ideas, and he is so committed to this issue of corporate social
responsibility, and corporate responsibility more generally, that I think he’s
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a true visionary in this space. The Institute for Corporate Responsibility has
been sponsering the Maxon Lecture for the last 12 years, and that brings us

people who actually think about these issues in engaging ways in the corpo-
rate boardroom.

Now tonight you're going to get to hear from somebody who I also think is
a visionary person, not just on thinking about the embeddedness of business
in society but also in thinking about what it means to run a global corpora-
tion. And so it’s a wonderful opportunity to be engaged in these kinds of
conversation and to welcome senior people from the business community to
come and help us further our message in thinking about the relationship and
the embeddedness of business in society and business in politics, and here
we are in Washington, D.C., to have another exciting conversation on those

issues.

Now, to introduce our speaker, 1 would like, ladies and gentlemen, for you
to join me in welcoming the president of the George Washington University,

Dr. Steven Knapp.

Steven Knapp: Thanks, Dean Guthrie. Good evening. Ladies and gentle-
men, it’s a pleasure to be here for the 12th Annual Maxon Lecture, an event
that showcases the best practices in international business and corporate so-
cial responsibility. Events like this one are central to George Washington’s
efforts to engage the world from this nation’s capital. They provide our
students with unparalleled opportunities to witness the power of knowledge
in action. And it’s a special honor to have lan Cook with us to deliver this

year’s Maxon Lecture.

Mr. Cook is Chairman, President and Chief Executive Officer of Colgate-
Palmolive. He joined the company in 1976, and before assuming his current
position, held a series of senior marketing and management roles around the
world. Founded more than 200 years ago as a soap and candle enterprise,
today Colgate-Palmolive is a global manufacturer and marketer of consumer
products serving millions of customers worldwide.

Under Mr. Cook’s direction, Colgate-Palmolive has been recognized as

a leader in the fields of sustainability and corporate social responsibility

by the Dow Jones sustainability index and by Goldman Sachs. I'm also
delighted to note that Mr. Cook has a spectal connection to the George
Washington University. His son, Andrew, who’s with us today, received his
Bachelor’s degree from the School of Business this past December. Ladies
and gentlemen, please join me in welcoming lan Cook.
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Ian Cook: Thank you very much for those kind remarks, and welcome to
this evening’s lectare. I'm delighted and privileged to have been provided
the opportunity to deliver this [2th lecture in the Maxon series, and look
forward to a lively question-and-answer session after [ have finished my
prepared remarks. Before I get into them though, I'd like to put my com-
ments in the context of the changing world we are living in, a world in
which markets are becoming more global and more interdependent with
one another. A world where the pace of change is accelerating, and in some
cases, accelerating in unpredictable ways, as we have seen with events over
the last several weeks. A world, certainly, where speed and transparency
of information is increasing, and, in my view, a world in which values and
ihe ethics that underpin them are more important than ever. And I think
those forces, in the broadest sense, force us to consider what this means for
companies and individuals.

My remarks this evening try to tie all this together by looking at succeed-
ing in a global marketplace. There will be three parts to the presentation.
First, a little bit of background on Colgate to put us in context. Secondly,
learnings we believe we have gathered from operating a global business for
many, many years. And lastly, some personal thoughts about what success
might look like for individuals like yourselves as you advance your lives and
your careers in our global world.

So, first a little bit of history about Colgate-Palmolive. As was mentioned
earlier: humble beginnings, downtown Manhattan, soap and candle maker,
we bound into 2011 a spritely 205 years old. Today, we are truly a global
company. And indeed many of the markets we now operate in internation-
ally, we moved into as a U.S. based company before the First World War, in
many cases, significantly ahead of our competitors. Today our products are
sold in 223 countries and we have operations on the ground in 90 countries
around the world.

We do business in four basic categories, including oral care, personal care,
home care, and our Hill’s Pet Nutrition business. We are a $15,5 billion
company, that has grown over the last 20 years at a compounded rate of just
over five percent, and our operating profit or EBIT return over that same 20-
year period has grown at a compounded ten percent rate in terms of sustain-
ability of economic performance in that changing global marketplace.




From an investor point of view, whether you take the long-term view or a
nearer-in view, again we have consistently delivered solid returns. If you
look at total shareholder return for a 25-year period -- as you well know, this
is share price appreciation plus dividend-- you can see that we have out-
paced handsomely both our proxy peer group and the S&FP 500.

1f you look at i5 years, you can see the same trend. If you look at five years,
you see the same performance, and even over the three-year period which
includes the worst financial crisis since the Great Depression, continued
sustainable return to share investors in the company. And if you distill all
that together in terms of after-tax return on capital, you can see that in the
mid-30-percent area, the company is substantially ahead of both our proxy
peer group and the S&P 500.

So that’s a snapshot of the company and the kind of consistent performance

over an extended period of time it has delivered, Now, how does one do that
and what have we learned from the actions taken over many years to deliver
those results?

Next, I will go through those key learnings. First and foremeost, is the vital
importance of a simple, well-understood strategy. In the case of our com-
pany, it’s represented in two parts. The first part is a very simple financial
strategy, which is understood around our world, A strategy that focuses on
increasing gross margin because that gives you the most leverage in an in-
come statement, reducing overhead as a percentage to sales in order to free
up investment funds for community and advertising activities to healthily
grow operating return and the cash flow that goes with it.

Secondly, we maintain a very sharp focus on our category strategies. We
selected our four core businesses over 20 years ago because we liked their
growth characteristics and their gross margin characteristics. We knew we
could expand these four areas and grow them around the world, and that’s
what the management of the company focuses on today with no distractions.

Finally, you need innovation to grow a company. Innovation is not just
product; it’s a business process as well. But in terms of building the sales of
the company, you need relevant innovations that meet people’s needs, both
rationatly and emotionally, to maintain the growth of a company. And when
you're a global company, you have the opportunity to approach innovation
in two ways. There are some innovations for disease conditions that are
truly universal and there are others that are local. You have the opportunity
to take advantage of both of these.
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Among the examples I plan to discuss this evening, I'd like to start with a
global innovation - a product called Colgate Sensitive Pro-Relief, which
offers instant relief from tooth sensitivity when applied topically and then
long-lasting relief when you brush with it regularly.

The condition of tooth sensitivity is felt the same way by everybody around
the world. You know when you've got it and you know when you don’t
have it, and that allowed us Lo use a consistent global advertising platform
to reach consumers around the world. And what I'm about to show now is
a compilation of different advertising spots we used in different parts of the
world, but as you’ll see, in combination, it delivers the same message that
we used everywhere.

[Video Presentation]
So: global innovation, same advertising, same disease condition.

Alternatively, you have the opportunity to take advantage of local insights.
For example in India, as in other parts of Southeast Asia, you will find that
salt is used to deal with mouth pain and mouth bleeding. This insight pro-
vided us with an opportunity to introduce an active salt toothpaste in India
and other Southeast Asian countries. Let me show you the Indian ad for that

product.
[Video Presentation]
So: local innovation, local advertising,

And the final point is that, particularly when you think about emerging
markets, it’s important that those innovations are delivered at price points
that consumers can afford. You will find in many of the emerging markets
around the world, we offer low-cost packaging like “sachets” at mom-and-
pop style stores. This packaging allows us to provide toothpaste at the price
of pocket change for consumers who are harboring their resources and buy-
ing on a daily basis.

So you need both global innovation and local innovation.

Next are strong relationships. This is something we have deployed con-
sistently around the world whether it’s with consumers, retailers, strategic
suppliers with whom we partner, the dental or veterinary professions who
recommend and explain our products to consumers, and the very differ-
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ent government and regulatory agencies that you encounter in managing a
global business.

Next is the concept of “continuous improvement.” We believe that busiw.
nesses are built by improving a little bit every year. Perhaps the single blg—
gest area of continuous improvement we have focused on as a company is
in gross margin. Over a period of 26 years we have incrcase_d gross margin
from 37 percent to 60 percent. And it’s that focus on de]iverlpg a little bit
better gross margin, year-in, year-out, which has allowed the investment to
maintain the consistent top and bottom line growth of the company.

Successfully managing a global business requires active leadership fr01?1
global leaders. If we take a look at our company today, we have two chief
operating officers that govern our operating businesses around the world.
One is Venezuelan with seven years experience with Colgate, 21 years
before that, who speaks several languages. The other leader is French, with
similar years of experience with our company in different parts of the world
and again, also speaking several languages.

This diversity continues throughout our operating divisions. Our Latil"l
American division is run by a Brit, 28 years with the company, fluent in
three languages. Greater Asia is led by a New Zealander who speaks ﬁvF:
languages and has 27 years with the company. Our North American busi-
ness, run by an American, has over 20 years experience and speaks two lan-
guages. Leading Europe we have a Frenchman, who speaks four languages
and proudly has nearly 40 years with the company.

The importance that global leaders deliver to an organization, in our view, is
as follows.

Number one, they master what they do. They don’t just learn the job, they
define the job and apply experience from different parts of the world, to
each new responsibility. They have an enterprise-wide view; so their profes-
sional decisions for their geographies take into context this enterprise-wide

strategy.

Next, they have lived and worked in cultures outside of their own. Thm-”e is
a big difference between living in and absorbing a culture and just v‘isitmg
a culture - and we have for many years put a premium on that experience
set for our executives. They understand the power of teams, both locally
and globally. They also know how to engage, align, direct - and they are
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excellent communicators. Much strategy is lost in poor or unclear com-
munication and great global leaders must have strong communication skills.
Leadership diversity brings all these skills to a global organization. So it’s
these skills that leadership diversity brings to a global organization. And
vitally important, and it has always been vitally important to our company,
is our values-based culture underpinned by the highest integrity.

Culture, in the end, is what drives a company. You could say that culture is
“how we get stuff gets done.” Good culture drives consistently good results,
which reinforces good governance, and good governance pays back to the
culture. As I said, culture is underpinned by the highest ethical standards.
At Colgate we operate a program where we communicate to our worldwide
organization our three precepts of ethical governance: learn, act, and speak
up. Learn what it means in terms of our code of conduct and the manage-
ment behaviors we endorse. Act when you see something that is inconsis-
tent with that, either with your peers, your subordinates or your superiors.
And speak up, to ask for help and support in addressing situations.

Every year, we convey to our global organization communications about
living our values, which forms the framework for ethics. Colgate’s core
values, established 30 years ago, continue to be: Caring for people in our
company, for the consumers we serve, and the communities in which we
live and operate; Global teamwork to get the best results on a global basis;
and Continuous Improvement, as I exampled earlier with gross profit.

Our values communications are translated into many local languages, over
40 today, and we bring values and ethics training to all 38,000 Colgate em-
ployees around the world. Training is either available face to face or online,
in local languages, and certifies that people have conducted and understand
the training. We offer values and ethics training annually and for any new
employees of the company.

And finally, we have learned that a focus on the future is vital to maintain-
ing the consistency of performance over time. In our world, if you take a
step back, sustainability is the frame to look at that. We brand sustainability
internally as “Giving the World Reasons to Smile” and we look at it quite
broadly. We look at it in terms of People, Performance and Planet: people
in our company, people we serve, and the communities in which we live;
Performance, because economic performance, consistently delivered, under-
pins all of this; and Planet in terms of what we use to generate our business
and the waste we create in managing it.
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So these are our three areas of focus. And one example I'd like to show this
evening has been durable for us over 15 years and is a community program
that we believe passionately in.

[Video Presentation — Bright Smiles Bright Futures]

This for us is an example of where community meets business and both
prosper. So those are the learnings we have garnered over the international
journey that we have undertaken and what it takes to succeed on the busi-
ness side in our fast changing global marketplace.

This is a our global toothpaste share and it compares our global market
share of over 44 percent with our three principal multinational competitors
and, of course, it is our intention to keep moving that share up as the years
unfold.

Moving from what succeeding means from a company point of view, I'l]
turn to some observations, personal observations, on how you can be suc-
cessful in that global marketplace. In the end in it boils down to two things
-- it’s what you do as an individual and how you get things done.

In terms of “what you do”, in whatever field you're in, it’s about delivering
results that are helpful. What you do should advance that field consistently,
and be done in a way that demonstrates managing with respect.

How you conduct yourself and get something done is equally important as
what actually gets done. Again in our company, this is how we define “man-
aging with respect.” Every year, Colgate people go through their annual
performance review. In this process, they are rated on our managing with
respect principles and if they receive a negative rating, it negatively reflects
their salary increase for the following year. So we apply pay for perfor-
mance against respectful behavior.

More broadly in the area of “fiow do you do it”, my observations include—
“keep calm under stress.” A lovely quiet Monday and a screaming Tuesday
does not lead to an aligned organization or promote good workplace behav-
ior. I think folks who are successful manage to keep calm no matter what
stress is around them, I think people who are successful and good leaders
are often optimistic and resilient. They face the truth, but they are optimistic
that they, as individuals together with the organizations they lead, can work
their way through it, and have the resilience to deliver their goals.

Make personal contact. In literal terms, that’s getting away from e-mail,
that’s getting out of the office, and that’s connecting with human beings.
People have different styles, there’s ito one cookie-cutter style, But #’s
important that people make authentic personal connections as they proceed
in life. I mentioned it earlier in discussing global leaders — they afl com-
municate well, Sometimes communicating well delivers a little bit of the
unexpected, Here is an ad that we think communicates well.

[Video Presentation]

I'm glad that got a laugh because my next point is that it's important to have
a sense of humor and not take yourself too seriously. Life will go on with-
out us and a sense of humor can bring great energy to a group and diffuse
tensions.

[Video Presentation]

Lastly, my closing thought would be a challenge to “get outside.” Get out-
side yourself as you push yourselves forward. Definitely get outside your
country and get beyond your culture to obtain broader experiences that can
make you a stronger professional and broader individual. Because a global
world needs global leaders.

So, those are my prepared remarks and now I would be delighted to tuin the
floor open to questions.

Question 1: 1 would like to know if you're a mid-sized firm with a capacity
to, let’s say, produce or manufactare, how would you approach an interna-
tional corporation to develop a strategic partnership?

Ian Cook: I would pick up the phone. [ think first I would say, if you're
looking for that partniership, one would hope it’s grounded in a strategy that
shows benefit to both sides of that partnership. In other words, there would
be an idea and there would be a plan, and then I think the simplest way

in life is to pick up the telephone on the assumption you have done your
homework and contact the prospective companies and ask for 2 meeting and
have a discussion about the plan with honesty and transparency, and if the
lawyers insist, put a confidentiality agreement around it, but I think you talk.

Question 2: Tan, okay. First of all, thank you for coming to speak to us
today. I thought your lecture was very interesting.
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1 have numbers. Business Week in 2009 reported your salary as being $1.25
million. But in addition to the stock options they say you have as well as
one-year awards, the total compensation comes as something like $17 mil-
lion, and I did a few quick calcuiations, that comes to like $20,000 a day.
So I was just wondering if you could tell us a bit about, like as a CEG, what
do you do in one day that’s worth $20,000 because it just sounds really cool

to have.

Ian Cook: I make very important speeches with universities that cost [ess
than your tuition. That's a loaded question and frankly a little bit of a cheap

shot, loaded question.

1 could take you back to the performance of the company. I could show
you data that would show my return, if you will, at the low end of my peer
group. I could tell you that I have not taken a salary increase in over three
years and no one’s going to cry in their beer. So I think what one would say
is that the performance of the company speaks for itself, that investors in
our company have taken a very healthy return, and more than that, as I tried
to demonstrate, the purpose that we try and deliver to communities around
the world means we are bringing benefit beyond the economics to people’s
health and well-being, and you can rest assured that I invest every ounce of
my being in trying to make that happen. And if that doesn’t make all of the
people happy, then so be it.

Question 3: I know you just wrapped up a large sustainability effort.
There’s an eight years’ sustainability effort that just wrapped up from my
understanding. There were some pretty large goals that were met including
reduction of greenhouse gas emissions, waste, and reduction of water use. [
just kind of wanted to get a sense for what’s the big next step for you all and
what direction you're taking now.

Tan Cook: Well, let me -- can I go to that -- I don’t know where you're
going but I hope it’s the right place. So, this is perhaps a bit broader than
that because it was a broader sustainability piece. We have a lot of backup
sections in our investor presentations which one can call on in response to
questions like that.

1 talked earlier about this piece, this defines how we define sustainability in

the broadest terms within the company -- I assume everyone has read that
-- and we deliver it through products and we deliver it for caring for the
environment, and these are the goals we set for ourselves, and in each case,
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we exceeded the goals. This was particularly important, we believe, in the
world we're in. And in these particular goals, we will be announcing new
goals precisely six weeks from today at a global meeting, and we will have
every bit as challenging goals going forward for the next five years. Sol
guess the answer is, it’s more of the same.

We have been very deliberate in our manufacturing strategy to accomplish
this. We started maybe 15 years ago with over a 100 factories around the
world, 130-something. We have today less than 60 servicing that $16-bil-
lion company. We have equipment that is allowing us to produce more
tonnage of our product and using 30 percent less water and putting out 30
percent less water rate. So when you reduce the number of factories you
have around the world, your ability to deploy efficient capital is much higher
because you have less places to go and that helps you deliver these kinds of
numbers. So it’ll be more of the same with the goal for the next five years
through 2015.

I think earlier mention was made of the Dow Jones sustainability index, but
we also have the same kind of goals on people, not just on environmental
emissions. This, I hasten to say, is not a reduction in the number of Colgate
people. This is a reduction in the lost-day rate due to accidents that we have
delivered over many years. We are now in the top quartile of all compa-
nies that submit their data in this space. So we do it in the environmental
area and we do it in the area of our employees. And in that same employee
space, you can see the kinds of recognition we get for programs beyond
basic health and safety but in terms of advancing people’s ability to be lead-
ers and indeed the company being a best place to work. So the answer is
new goals, as ambitious, next five years -- go on the internet six weeks from
today and you’ll see what they are.

Question 4: With your financial information before, you showed continued
growth with Colgate-Palmolive especially over the past three years when
there was kind of negative growth or not as much success as your com-
petitors; would you say this is based in your values or other parts of your
strategy? What would you say the strongest reason for this?

Ian Cook: The oider F get, the more I believe in culture. And I think cul-
ture is discriminating and determines the consistent strength of a company.
it takes a long time to build a culture, & robust culture; it takes one thought-
less act to destroy it, and it is very difficult to recover both internally and
externally if you do destroy it.
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Now, the culture needs to be supported by a strategy that is smart and execu-
tion that is as flawless as you can make it on the ground around the world.
But if I had to force rank, I would say that a culture is what drives a com-
pany’s ultimate performance. It permits brilliance or it permits mediocrity
or worse.

Question 5: My question is, you mostly work with consumables, however,
you also have a big emphasis on sustainability; where do you see the com-
pany in 20, 30, 50 years from now when you have to, maybe, switch from
consumables to re-usables? How is that transition going to happen and is
that a likely future for us?

Ian Cook: Candidly in that area, I would say anything’s possible. Iseea
couple of intersections. One intersection I see is community with business.
You take that “Bright Smiles, Bright Futures” program that I showed you
and you Iock at Facebook, there’s no reason we couldn’t sign up 600 million
people to work with us in country on that kind of a program with Colgate
providing the ammunition to get that done. So I see an intersection between
the way business is done and the way communities operate may be facili-
tated by our digital world, Facebook being the example of today.

On the product side, I see no end of opportunity. Not everything in life

can you ultimately predict will be re-usable, and I think our view is that we
have steadfastly avoided the notion of green marketing, if you will, to tout
an idea because it has currency today but it doesn’t change the fundamental
underpinnings of your sourcing, your packaging, or your preduct strategy on
the rest of the business, so our approach has been more holistic. And indeed
you see new technologies becoming available every day that can certainly
make packaging re-usable, that can certainly reduce waste, and we will mine
all of those technologies to the fullest extent we can so long as it’s real,
that’s not just green marketing. So I wouldn't say anything is off the table
and we keep a very open mind as to how far ultimately one could go.

Question 6: My question is that, over the last decade there have been kuge
leaps in the tech industry and with a company like Colgate, which is so
much based on your products that have been expanding over the last 100
years or so, I would say, are you still looking for innovation in your prod-
ucts or are you looking to aim for the next new product? Are you trying to
still expand? What is Crest -- sorry. What is Colgate’s main focus looking
forward into the next decade?
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Ian Cook: Well, it sure as hell isn’t Crest. 1t’s all of the above. I think in
the end -- and I know this sounds awfully trite -- but you have to be driven
by the consumer. That’s what the tech guys are doing today. They're
responding to what the consumer says they want because the consumer is
now ahead of workplace technology and leading technology, so you have to
listen to the consumer. Setting up with inward-looking goals to only have
the next big innovation is a mistake.

We have a product called Soft Soap. It is a simple liquid hand soap that you
pump. We have a version that has a 3-D character inside the bottle. This

is not Phi Beta Kappa science, believe me. It happens to be patented and
moms love it because when the little kids come in from the yard, they think
it’s cute so they wash their hands. As far as I'm concerned, that’s innova-
tion because it serves a need for conswmers, and I'm just as excited about
that as I am about the Pro-Relief, which actually is patented, world-beating
science in terns of sensitivity relief. So the answer is you should deliver to
the consumer what the consumer either needs and can’t define or expresses
a desire for.

And as I said earlier, innovation is not just in product. Innovation is how
you engage with consumers and innovation is how you run and operate the
company. And we have found over the years many inventive examples of
changing the way we operate to accrue benefit and certainly -~ I just came
back from the West Coast visiting many of the digital companies out there --
there are limitless opportunities to use some of those capabilities to engage
with consumers, both rationally and emotionally. So the simple answer to
your question is, all of the above. Most importantly, you have to keep an
open mind and you have to stay curious and candidly change your mind if
the facts show that you should be changing your mind. Many businesses
struggle because they create a modei and then they are unprepared to go
outside the model even if the world is changing around them.

Question 7: You spoke a lot about the values and the culture and how
important it is to have strong values to create a strong culture, I had this
question about all these new emerging markets you are able to take advan-
tage of across the globe; have you had any difficulties having those values
be adapted with all the employees, or in terms of any political issues as
you enter different markets, and how you overcome those and what kind of
things you predict could happen in the future?




Ian Cook: There are certainly cultural differences country by country, and
indeed there are some regulatory labor governance issues that you have

to manage, but in the end, ethics are ethics and right is right and wrong is
wrong. And whether it’s ethics in general or whether it’s the quality, for
example, that we seek to put into our products, we have one standard for the
world. There’s no, kind of, we’ll give them a pass because it’s a little bit
early in their development. So our standards are universal. How you com-
municate them with the appropriate cultural sensitivity is something we do
adjust. Tshowed you a simple language change, now we’ve got these things
in over 40 languages, but they’re delivered differently in some cultures. An
online training or communication program would be uncultural and so we
make sure it’s person to person and the delivery can be different country by
country. So yes, you navigate the culture in terms of how you execute it but
you don’t change your standards in terms of the ethics of behavior or operat-
ing quality for the company.

Question 8: I work for a nonprofit here in D.C., and we are always trying
to strategically reduce our overhead and I noticed that was one of your main
points in your presentation, so I was wondering if you had or could share
any examples of reducing overhead at Colgate.

Ian Cook: Yes. One I've already talked about and that is we now oper-

ate many of what I would call the support services globally. So if you go
back 20-odd years ago, Colgate, no different than many companies, was
basically a feudal empire, right? The king of France did what the king of
France wanted to do, and if the king of England thought it was a good idea,
they probably copied. And each of these general managers had their own
factory, their own human resources group, their own finance organization,
totally self-sufficient; and as the world changed, that became impractical.
The EU arrived and hopefully will stay, and that meant we started to source
our products now more regionally than we had done before. Now we have
moved our global supply chain to a global organization. So for example we
source toothpaste sold in Colombia in China. We source toothbrushes for
the U.S. from Vietnam and Mennen products from the U.S. to over 70 coun-
tries outside the U.S. because that’s more efficient from a global point of
view, and we have been able to reduce the number of factories we have. We
have done the same with research and development, managed as a global re-
source. We have done the same with information technology now managed
globally rather than having separate IT groups in each of our countries.

Now, we’ve now gone beyond that to what I would call this notion of shared
services, which is certainly not a new concept, and one of the most recent
examples is six months ago in Europe we opened a shared services center in
Poland, and that shared service center is managing the back office finan-
cially for 27 of our operating units in the greater European area, Western
and Eastern Europe. That has reduced the number of administrative folk
we have at the subsidiary level but gives our operating folk better quality

of information. And interestingly when you aggregate all of that stuff, you
start finding efficiencies in the aggregation that you can take kinks out of
some of the locally developed process and get even more efficiency. So my
two answers would be globalization of what is not essential to win on the
ground, and winning on the ground in our case is converting consumers and
building market share, and then the idea of grouping services so you can get
better-quality talent to deliver better-quality human resource, finance, legal
services to a group of countries rather than, again, having those resources in
the countries. So they have been two aspects of our strategy.

Question 9: I think I speak on behalf of all of us here if you wouldn’t mind
sharing your personal story of how you went from a college student like

all of us here to one of the top executives in one of the most prestigious
companies.

Ian Cook: Slow down, slow down. Actually, I didn’t think that would be
asked but I had done a presentation somewhere else about that. Do you
have the slides or whatever it’s called?

Yes, so this is the beginning. As you could probably tell by the accent, I
joined in the UK, in the marketing organization. Marketing was then fashion-
able -- I'm not sure where it sits on the pecking order these days -- and then I
moved to New York. It was interesting because I had started, again, at a time
when subsidiaries were single entities, we had all of the resources we needed,
and when I moved to New York, we had just started a global strategy group.
We were just beginning to say, “Hang on a minute. Colgate is a worldwide
name and we’d better put some buffers around it so that we know strategi-
cally how we're going to manage that name for the next 50 or 100 years. That
we’re not going to let general managers put the Colgate name on toilet soap
even though it would sell well, because Colgate is an oral care equity.” So for
me, this was an opportunity, A) to get to the headquarters -- and I met people
that T worked with for the rest of my career -- and B) back to that point I made
on global leaders, started to take an enterprise-wide view in terms of how we
should think about our brands and the way we did business around the world.
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Three years later, and broke, I left New York and went to the Philippines. 1
was there three years. I guess one way of characterizing it is I was there for
a revolution and five coup attempts which was an interesting social journey
-- I was watching it on CNN like everybody else -- but I learned a new cul-
ture and I learned that people don’t operate to western standards everywhere
and that you have to be attentive as much to what people don’t say as what
they do say, and you have to start forming a view on human body language,
as people expressed themselves in different ways in different rooms, and

o take yourself away from the natural instinct to engage in a pret-
know that’s going to close down a room, or
you need to start meetings ten minutes earlier to get people to arrive on time
which was my first big frustration. You need to start thinking differently to
get the best out of people in different cultures. And I guess the learning I
took away from the Philippines is one of the biggest skills an executive must

fight to keep is an ability to listen.

you have t
ty forthright conversation if you

It becomes too easy to stop listening, particularly the more senior you get

in an organization. You get fixed in your ways, people try and keep, “Well,
let's not bother him with that.” So you have to become very attentive to lis-
tening. And from the Philippines, apart from the great business experience
and the ability to see Southeast Asia and enjoy a great culture and learn new
histories and have our kids see that -- in fact, Andrew was born in the Philip-
pines, Charlie, the eldest, was born in New York -- was that single thing.
The recognition that the fact that cultures are different doesn’t mean they’re
any lesser or they have to conform to the way we were educated or brought
up, and listening was the biggest thing I picked up from the Philippines.

Then the Dominican Republic, where I ran -- that was my first general
manager assignment, heading up the Dominican Republic and Haiti-- which
I have read more about than any other place on earth which has always been
saddening for me, but again, a different culture. And then, now you are
responsible for a company; you are no longer responsible for a function. It’s
1ot about how smart you are. You have to think about: are the bathrooms
clean in the factory? How does the trade union feel? Are our bonuses fair?
Are our work conditions fair? What’s happening outside the workplace that
one can influence? And you really started as a general manager to feel your
way in to community, recognizing that a company is bigger than the busi-

ness it produces and sells.

Then to Fort Collins, Colorado. I had never heard of Fort Collins, Colorado.

Frankly, I don’t think I'd even heard of Colorado. One of the most beautiful
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places we ever lived. This was a business we had acquired from the outsid
and was an opportunity for me to integrate three disparate businesses ’
had around the United States in one location. And in order tol do that "IVE
had to go through the pain of restructuring two companies. And whe’

hav.e to look people in the face and say, “I'm sorry, we’re clloqin do - YEU
business here because we’re consolidating it somewhere elqe\befaus:?ht ?
more strategically correct,” if ever as a human being, that doeen’t ain =
at whatever stage in career you're at, you should get out of thc;, busri)nessygu
cause that should always pain you. And it led, for me, an enormous l‘ in
abolut preparation and sensitivity. Even if the news is ,bad people &eseammg
a fair aFcounting and they deserve human and personal trf;'itment dewc
can’t hide behind other people. L B

;F:;n b.{ck to Penn'qark.' ['was in fact responsible for the Nordic Group of
npanies, managing disparate geographies and, of course, I went in with

a v1ewltha[ it’s Scandinavia and you learn that actually Dar;cq and Swed
have history too, and the Danes are the Danes, and the Swedé:s are tl:\;e -
S‘wedcs, fmd the Norwegians are the Norwegians. But it was a multi-coun-
try experience and an opportunity to try and bring different cultures togeth
to create the best for this grouping of geographies. ol

ﬁ?dkth?n b~ack to New York which is where I have been since. T headed up
Adl’ ett‘mgl in the U.S. Company, and then ran the U.S., then the U.S. North
merica, in Europe and then kind of the rest of the world, I guess

ggrt}]:f;qwzf/l :ﬂl’:eq Jooumey.' Great personal learning. 1 believe, great growth for
v d : s m? great people ~along the way, some of them here this eve-
th g, an _wou]dn t.have tre!ded it for the world. But if you don’t go into

o c;f)eu:s;pg;tlencc[‘e.s WI-[h a curiosity to grow personally and professio?al]y,
o \sfamosmg it bec.ause you know the organization you are working
e you to tick that box, don’t do it. I would encourage you

So that’s, I guess, the Cook’s tour. So, what else?

?lelzituin lﬂf: _I grz}duawjd frorp the Business School here, and since I did, I
[pt “awot 0 [EITIE in Chma _domg sourcing and manufacturing, I've seen a
ot o ~NCs turn a slight blind eye to the standards, if you will. A coupl
of questions ago you answered and mentioned that Colgate has -one star[1J ’
dard for the world, and I've seen a lot of MNCs not necessarily have the_
same standard when you're producing product in China, both as it relates to
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environmental sustainability and social sustainability. So again, your one
standard for the world comment was more in the context of the products
that you sell, the quality, and that makes sense, but do you have the same
standards for the world as it relates to your supply-chain relationships?
For instance, are the environmental, political, and social standards of your
suppiiers here in the States, for instance, the same as they are in Colombia,
China, and elsewhere? And, if not, why not?

Ian Cook: Luckily I don’t have to answer the why not. They are, and we
audit them. And we audit them. And we audit them from a human point of
view. We audit them from a labor-practices point of view. We audit them
from a base material sourcing point of view. And in some cases, we do
random surprise audits with those suppliers. And we have moved to a place
where we are now taking our Code of Conduct, so now broader than the

-- how do I say -- the frame of sourcing, even though it includes labor and
human aspects to get an acceptance from our supplies -- difficult in many
countries of the world to get certified agreement but they understand our
Code of Conduct and are prepared to abide by it. Now, you can’t audit all
aspects of that but to ask that seemed like the next logical step to bring them
within the framework of our company.

And I would go back to the comment I made on our global supply chain and
sourcing, We have, over the years, reduced the number of suppliers that we
are sourcing from. So many of the cost benefits or savings that we today
enjoy are the result of cost-sharing and negotiated investment to structurally
lower cost, not simply wage arbitrage by putting one bid against another
bid. So we have reduced our supplier base and focused on strengthening
the quality of the relationship, and then frankly, the quality of what we can
demand from those suppliers. Did that answer your question?

Continuation of Question: Yes. Still though, isn’t there some sort of way
arbitrage is happening?

Ian Coek: Of course, itis. Yes, of course, it is. And in a global world, I
don’t think there’s anything wrong with that. We make a great degree of our
products here in the United States. I'm saying that it is not a wage arbitra-
tion discussion in 2011 followed by a successive wage arbitrage discussion.
When you move to an international sourcing strategy, by definition, there are
wage differences around the world, but once we’ve made that decision, we
stay with that decision and we continue to source and build the relationship
over the time. And in many of these geographies, Eastern Europe would be
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a classic example. What may have been wage arbitrage five years ago is no
longer there, but we're still there with a great quality workforce and now
getting the efficiency from the capital investment we put in the facilities.

So yes, there’s one-time wage benefit but what I'm trying to suggest is we
don’t jumnp from one to the other. It’s a strategic choice. Wage is a com-
ponent of it, but distributing our strategic sourcing sites around the world
thinking of risk management is another very important part of it as well.

Question 11: 1 was just wondering how you've been able to manage, bal-
ancing your personal life with such a demanding professional commitment
throughout all the years that you've been working.

Ian Cook: Okay, I guess. I guess it’s you have to decide what’s important
and that changes as your life evolves. And there are times when you don’t
have children and you can “dive in and there are thnes when you do have
children and you have 1o be present in perhaps the important peints in their
lives. So, of course it’s not easy in today’s world. We all carry around at
least one, if not three, portable devices, depending on how hooked you are
on gizmos, and that keeps you pretty invoived 24/7. And if we have an 0il
spilt in Australia at three o’clock in the morning, guess who gets the phone
call? So those things happen.

1 think what you have to do is to try and manage, if you will, that work/life
relationship. I'm not sure there is such a thing as balance these days. It’s
how you integrate the two, and I think it's being thoughtful and choiceful
about where you need to spend your time at specific points of time. So you
may not be able to be at every family event, but you iry not to be looking at
the BlackBerry under the table because otherwise you might as well not be
there. So when you’re there, be there whether that’s a business issue, a fam-
ily issue, or some other community issue that’s important to you. So I guess
it’s time management and it’s being disciplined about how you allocate the
time. Time is, after all, the most precious resource.

Doug Guthrie: Ihave to ask -- it’s the chair’s prerogative to ask one more
gquestion before I invite Dr. Knapp up here and then we present you with the
plaque of thanks.

So, I'm actually fascinated about how you guys have maintained such focus.
I mean, it’s really part of your message of maintaining an absolute focus on
a core set of principles, a core set of products, when I imagine that the tyr-




anny of capital markets is constantly pushing you guys to think about P&G
and Unilever and you could, of course, grow and grow and grow by acquisi-
tion, when it seems like you all have maintained such a clear focus in the
face of what I'm sure has happened. I'm wondering, do you have to educate
the pzople who are on the other line of the investor inquisition with you or,
how does that work actually?

Tan Cook: Investor debate, perhaps. The answer is yes. From an inter-
nal point of view, the reason we provide that focus is that we think that is
reinforcing and building a culture for the long term. We want to be around
another 200 years and we think that’s important to do that.

I'll give one classic ¢xample. Before the subprime crisis, I can’t tell you, in
fact, it was probably every investor meeting I was at, the suggestion was -
we're a very underleveraged company, we take about nine percent of our eg-
vity in debt, our cash flow basically could cover the debt in just over a year
-~ and the suggestion was, “Geez, interest rates are so low. Why don’t you
guys leverage up and either do a big one-time dividend or make an acquisi-
tion just to grow?” And the answer is, we’re not in the business of making
money for money. We're in the business of selling one tube of toothpaste at
a time, and we’re not in the business of making rash acquisitions., Acguisi-
tions for us are a strategic process. Strategic at one end, and as your grand-
mother always said, “Don’t pay too much at the other end,” and we all know
how many companies have been destroyed by imprudent acquisitions. And
we received criticism during that period. You can rest assured, when the day
came, nobody ever mentioned why we had not leveraged up. So I think you
have 1o have principles. You have to communicate them effectively, and you
have to stay true to then,

Doug Guthrie: I'have to say, for me it’s just such a beautiful and hearten-
ing part of the discussion because typically when we think of sustainabii-
ity and ethics, we think of it in relatively narrow terms, but you guys are
thinking about sustainabiiity in the face of immense pressure from capital
markets, and in a sense, maintaining a mission that is a core mission that al-
lows you to deliver on that good and, in a sense, it’s a great story for market
capitalization and for corporate sustainability. So thank you so much.
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