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Introduction

During the last fourteen years, Peru’'s economy lexperienced profound

transformations derived from the processes of &irat adjustment and economic
liberalization. The liberalization or flexibilizan of the capital markets, along with
an aggressive policy of privatization of public quanies created the conditions for
the repositioning of transnational enterprisesmnost all economic sectors.

The new presence of transnational companies inemonomies is an extended
phenomenon in the region as a whole. The marketieveloping economies have
become a scenario for the competence between atimisal corporations. A number
of corporative production strategies have develppduch have a profound effect on
the labor relations and working conditions in Ladimerica.

This study is an attempt to understand these clsafgeusing on the specific case of
Unilever Andina S.A. and the Peruvian companies associated with itctwhupply
Unilever’s products in the Peruvian market. Ouwdgtwill therefore focus on the
actions of Unilever Andina S.A. and other comparmsated in Peru, which are
suppliers of Unilever’s products in the Peruviarrke& The objectives of this study
are:

To trace the development of Unilever in Peru, ane implementation of its
“Operational Model” in Peru.

To describe the general characteristics of Unilévadina S.A. and is operational
structure in Peru.

Describe the labor relation and working conditiaisthe workers of Unilever
Andina S.A. and the companies located in Peru wbaststitute a chain of supply
for Unilever in the Peruvian market.

To describe the practices of Corporative Socialp@asibility (CSR) of Unilever
Andina S.A. and its extension to the chain of conmg®who supply its products
in Peru.

! That is the name of Unilever in Peru.
2 In Spanish: “Modelo de Trabajo.” This is the nagieen to the way Unilever
operates in Peru.



[.  Unilever’s History in Peru

Unilever was born in 1930 with the merger of twagEuropean companies: Unie, a
Dutch company that produced margarine, and LevethBrs, an English company
dedicated to the production of soaps.

The evolution of the Unilever Group has been infeedd by the historic and

economic transformations produced in the world #mel constant need to satisfy
consumers’ demands. Thus, the company focusedeofood and chemical markets,
in which it expanded and diversified through th@owation of its processes of
production, the acquisition of machinery and redhte, the formation of agencies for
advertising, market research, and product disiobut

In 2000, Unilever made one of the most importaasactions when it bought former
competitor Best Foods for US$ 24,300 million. Tbperation promoted a series of
changes and reorganizations, which included thee&faduch subsidiary companies as
Iberia Foods, dedicated to the distribution of fahd products for the Hispanic
market in the United States, and Bestfoods Bakiogngany, dedicated to bakery and
which belonged to the Canadian group George Wektmited. Other secondary
brands, such as Mazola, Golden Giddle, and Hemése also sold. With these
measures, the corporation expected to reduce fwrdtsS$ 4,500 million.

Unilever is currently a multinational organizatioperating in 75 countries through
500 companies that provide jobs to more that 360gAnd people. In Latin America,
Unilever operates in 19 countries, with 13 facteriedicated to the production and
commercialization of foods, cleaning and persoaa¢ @roducts.

Unilever started its operations in Peru in the E9®ih the name of Industrias Lever
Pacocha S.A., after the purchase and merghkrdoistrias Pacocha S.A. and Industrial
Lima S.A., which produced soaps and oils. The enua and political instability of
the country forced the company to end operatiomktarsell its shares to a group of
Peruvian entrepreneurs who decided to change thgpaay’s name into Industrias
Pacocha S.A. Unilever, however, continued suppgtinis company in the processes
of marketing and the acquisition of new technoldgy.

By the 1990s, the characteristics of Peru’s econpragnoted foreign investment,
which in turn created the conditions for new prggeand the reactivation of others. In
this context, Unilever purchased 51 percent ofstires of Industrias Pacocha in
1995. Unilever decided to purchase the rest ofbizges a year later.

With the purchase of Industrias Pacocha S.A., Wailestrengthened its presence in
the local market of consumption, due to the tratignal’s history and position (it is
on of the largest worldwide), but also becausehefgrowth achieved by Pacocha in
the domestic market. By the time of the purch&seocha had started an important
diversification strategy, which included the purebda@f companies such as Productora
Andina S.A, which produced the brand Pond’s; IndastVentanilla S.A., owner of
important brands of detergent; and Condiment F&As, which processed herb teas.

3 THE TOP PUBLICATIONSPeru: The Top 10,000 Companies 20Pf. 886-887.



With the implementation of new corporate strategiere company has consolidated
its profits and level of participation in the matkie is one of the leading companies in
the market of massive consumption in Peru.



[I.  Current Situation and Perspectives

To understand the participation of Unilever AndB&. in Peru, we need to analyze
the context in which the company operates, evaduigseperspectives of expansion,
and orientates the actions that form its strategyttie future. Therefore, we will
briefly analyze Peruvian economy in the last fivanrs. We will then focus on the
evolution and perspectives of the manufacturingosethe sub sector of non-primary
manufacture, and the branches of elaboration ofiSocand drinks (CIIU 15), and
production of chemical substances and productsU(@#4), in which Unilever
operates.

2.1. The Economic Context: the sector
2.1.1. General Analysis of Peruvian Economy: 2000-2005

During the last five years, Peruvian economy hasvsha positive macroeconomic
tendency, defined by encouraging results obtairfezt ghe implementation of an
expansive monetary policy. Therefore, a revitaiga of non-primary productive
sectors is noticeable, along with a sustained asgef the primary sectors. (Statistics
on trends in manufacturing are included in anndr $panish.)

Some negative aspects which could challenge thesdts, however, are known in
both internal and external levels. These are:tlfg presence of signs of a
deteriorating fiscal policy in the short term, swshthe perspectives for an increase in
public expenditures; (i) an inadequate implemeotat of the process of
decentralization, which could generate negativelltesan fiscal accounts; (iii) the
concentration of economic dynamism in some sectors) as mining, commerce and
manufacturing; and, (iv) political influences, givthe low approval of the regime and
the coming electoral process.

Taking these factors into account, analysts haatedtthat the perspectives of growth
in the following years are moderately optimisticThat opinion is based in the
dynamism shown in several sectors, such as manufagt in the past years.

2.1.2 Profile of the Manufacturing Sector

The manufacturing activity includes the product@md/or elaboration of products
such as foods and drinks, apparel, leather andrgapelucts, chemical products,
machinery, equipment, and others. In our couningustry is divided in two
subsectors: (i) Non-Primary Manufacturing, whiclelinles manufactured products
that require work force and thus generate aggregatee; and, (i) Primary
Manufacturing, which does not create many direbsjand whose production does
not have much aggregate value.

The manufacturing activities have contributed vagproximately 15 percent of the
National Gross Income in the last five years, dretdfore constitute one of the most
important sectors in Peruvian economy. This casdam inTable No.1(next page).

The main factors that have contributed to the grewitality of the manufacturing
sector are:



An increase of importations due to the increasténavailable National Income,
the employment rate, and salaries, which are egpdesn an increase in the
internal demand and the private and public levetoasumption.

An increase in exports, mainly due to the incraagbe prices of exported goods,
an increase in the Peruvian exportable productémm an increasing external
demand for traditional and non-traditional exports.

An improvement of the financial situation of thengmanies of the sector, which
now have access to local financial credit.

The tendencies mentioned above are se@ialre No.2
Table No. 2

Global Demand and Supply
(Rate of increase)

Variables Year
2000 2001| 2002 2003 2004 Mean

1. Global Demand 3.2 0.6 4.5 3.9 5.6 3.6
1.1 Internal Demand 2.4 -0.5 4.1 3.6 3.8 2.7
Internal Consumption 3.9 1.4 4.5 3.2 3.4 3.3
Public Consumption 5.1 0.1 1.6 4.5 3.8 3
Fixed Gross

Investment -5 -8.2 -0.7 5.2 8.7 0
Private -2 -4.7 0.1 5.3 9.3 1.6
Public -15.4 -22.3 -4.8 5 55 -6.4
1.2 Exports 7.9 7.1 6.8 5.8 15 8.5
2. Global Supply 3.2 0.6 4.5 3.9 5.6 3.6
2.1. GNI 3.1 0.3 4.9 4.1 4.8 3.4
2.2 Imports* 3.6 2.6 2.4 3.2 4.4

Includes non-financial goods and services
Source: Instituto Nacional de Estadistica e Infdivaéand BCR.




Table No.1
Percentage of Participation of Economic Activitiesn the GNI

Aggregated Value
: : Products
Year Agriculture, - Transportation
Hunting,and Fishing Mining Manufacture :r:gc\;\rll:tteyr Construction Trading and iiztﬁgg:? G ov:::ﬁn ent Sg,t\zgg s

Forestry Communications Services
2000 8.88% 0.58% 5.47% 14.89% 2.09% 5.05% 14.30% 7.90% 3.97% 6.20% 21.01%
2001 8.91% 0.52% 6.00% 14.96% 2.12% 4.71% 14.40% 7.85% 3.95% 6.12% 20.86%
2002 8.97% 0.52% 6.46% 14.83% 2.11% 4.86% 14.56% 7.77% 3.89% 6.07% 20.52%
2003 8.89% 0.44% 6.63% 14.61% 2.13% 4.87% 14.33% 7.84% 3.92% 6.15% 20.56%
Average 8.91% 0.51% 6.14% 14.82% 2.11% 4.87% 14.40% 7.84% 3.93% 6.13% 20.74%

al Millions of Nuevos Soles, Constant 1994 Prices
Source: Instituto Nacional de Estadistica e Informatica- Direccion Nacional de Cuentas Nacionales

Chart No. 1
Percent of Participation in National Gross Income [y Economic Activity

O Agriculture, Hunting and Forestry
8.91%

B Fishing 0.51%
O Mining 6.14%

O Other Services 20.74%

B Product. And Gov. Services
6.13%

M Restaurants and Hotels 3.93%

OManufacture 14.82%

B Electricity and Water 2.11%

O Transportation and O Construction 4.87%

Communications 7.84%

B Trading 14.40%

Source: Own elaboration




The vitality of the sector has generated an inereéasthe levels of direct foreign
investment (DFI), which can be seen in the follayviable

Table No. 3
Direct Foreign Investment (DFI) by Sector
(Millions of US$)

SECTOR 2000 2001 2002 2003 2004* ngb:f)
AGRICULTURE 44 .4( 44.4G 44.4G 44.40 44.4 0.34%)
COMMERCE 827.6p 843.8Q 836.6§ 835.76 1,032.8C 8.01°/c)
COMUNICATIONS | 3,379.1Y 3,393.1% 3,695.61 3,707.53 3,723.7( 28.88%}
CONSTRUCTION 60.28 70.63 70.63 80.63 81.4 O.63°/c)
ENERGY 1,513.6P 1,599.17 1,603.31 1,612.62 1,632.6( 12.66%}
FINANCES 1,460.6p 1,830.68% 1,744.33 1,716.47 1,849.3( 14.34%}
INDUSTRY 1,548.0¢ 1,710.2% 1,843.74 1,852.14 1,867.4( 14.48%}
MINING 1,690.1§ 1,695.32 1,698.1% 1,699.00 1,722.2( 13.35%}
FISHING 0.55 0.55 0.55 0.55 0.6 O.OOO/c)
OIL 97.93 97.93 97.93 97.93 97.9 O.76°/c)
SERVICES 155.6Pp 174.54 414.7 427.88 452.1 3.51°/c)
FORESTRY 1.24 1.24 1.24 1.24 1.2 0.0lo/c)
TRANSPORTATION 92.89 105.77 198.46 311.89 3134 2.43°/c)
TURISM 58.37 58.37 58.37 62.10 62.1 O.48°/c)
HOUSING 13.44  15.04 14.30 14.7G 14.7 O.ll"/c)
TOTAL 10,943.9511,640.8812,322.4812,464.8412,895.8() 100%‘

o According to the registries of investments mad®kgember 31, 2004.
SOURCE: Agencia de Promocion de la Inversion PAV@ROINVERSION)

The table above shows that the DFI has increasedgdiine last five years, from US$ 1
548 million in 2000, to US$ 1 867 million in 200Diagram No. 2, below, shows the
level of participation of the DFI in the industriaf manufacturing sector, compared to
the levels of DFI in the economy as a whole, whigdich an average 15 percent.
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Diagram No.2
Participation of DFI of the Manufacturing Sector in the Total DFI
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2.1.3 Profile of the Branches of Participation of Unileve Andina Peru S.A.

We will now focus on the analysis of the sub sextfrfoods and chemicals, in which
Unilever Andina S.A. operates.

According to reports by the Ministry of Productionpth sub sectors are “rapidly
increasing”, that is, they are among the top ten sub sedtatshiave had an impact on
the dynamism of the manufacturing sector in thé fige years. The vitality of these

sub sectors has been caused by an increase imtédr@al demand, the growth of
exportations, favorable seasons for some prodwmstd, the advertising campaigns
carried out by the leading companies of the secWe also need to take into account
that there are certain negative factors that atbeanay affect the development of the
sub sectors, such as unfair competition (infornradpction, contraband, and the sub-
valuationof imports), which reduce profitability, and theyef discourage investments

a. Foods Sub-sector

The development of this sub-sector in the last jigars has been considered average,
although with expectations for growth and greaftality, due to an increase in private
consumption and larger exportations. The brandhes have shown a favorable
behavior in the past years have mainly been thesgadted to: (i) meat preservation,
(i) elaboration of oils of vegetable and animaigors, (iii) the elaboration of dairy
products, and, (iv) the elaboration of milling puats.

* Rapidly increasing sectors are those that havigleehannual growth rate than the
sector as a whole.
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The levels of production in this sub-sector havéntained a positive tendency due, to a
large extent, to the acceptance generated by tggdm “Cémprale al Per®."On the
other hand, the foods market is also composed pyiitad products of leading branches
in other countries in the region.

For instance, the Peruvian company Alicorp S.Ad¢ethe market of edible oils with its
brands Primor, Capri, and Primor Light, in vegetabils, and Cocinero and Friol in
mixed oils. Since 2001, this situation was reiogal when Alicorp S.A. purchased
Industrias Pacocha’s oil plant, which participatedhe market with its brands Crisol
(vegetable) and Cil (mixed). According to risk kaxsor Apoyo y Asociados
Internacional S.A.C., Alicorp’s presence by Decen2#3 represented 57.8 percent of
the oil market. Some other companies that padieipin the market are Ucisa,
Oleoficio, Cinolsa, Industrias Alpamayo S.A., andid¢¢l, along with other brands that
come from Bolivia and Argentina.

As for greases (margarine), Industrias Pacoch#hlednarket until 2001 with its brands
Dorina, La Danesa, and Astra. Once Alicorp puretddsdustrias Pacocha’s oil plant,
Alicorp reach a participation of 31.6 percent & tharket, with its brands La Danesa,
Fina, and Sello de Oro. It is important to mentioat while La Danesa is still produced
domestically, it is sold under the brand of Unilewvendina Peru, which has a
participation of 40 percent in the domestic mark&he leading imported brands are
Laive Swiss, made in Chile; Mavesa, made in Venlez@ad Dorina, which is made in
Chile and Colombia under Unilever’s brahd.

As for starch and its derivates, the leading compin Derivados del Maiz S.A.
(DEMSSA), a Peruvian company whose products are certialized under the Unilever
brand:

b. Sub-sector of Chemical Products

This sector is divided into two great categoriessib chemical substances for industrial
usage and basic chemical substances for humanroptisn. Such as the foods sub-
sector, the chemical products sub-sector maintaitsedynamism, mainly due to the
increasing volumes of imports and exports. Acaaydio the annual reports of the
Superintendencia Nacional de Administracion Tribatéor the 2000-2003 period, the
main products for exportation are: (i) laundry arldaning products for retail; (ii)
perfumes and au de toilette; (iii) beauty, makeng skin care products; (iv) shampoos;
(v) hair products; (vi) make up products for eyad &ps; and, (vii) bar soaps. On the
other hand, the main imported products are: (ijhpastes; (i) shampoos; (iii) toilette
soaps; (iv) hair products; (v) beauty, make up skid care products; (vi) perfumes and

® Such campaign seeks to generate a consciousnessipétitive quality among
entrepreneurs and consumers through an aggresbiediaement strategy. The
objectives of the program are: (i) in its first ppato promote an internal demand for
domestic products; and, (ii) in a second phasdet@lop other productive markets.

® Empresa Clasificadora de Riesgos Apoyo y Asociadlutgrnacional S.A.C.
http://www.aai.com.pe

” Ibid.

® Ibid.
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au de toilette; (vii) deodorants and antiperspsaand, (viii) products for laundry and
cleaning.

The development of the industry depends directlyheprogress of some production
sectors, such as the chemistry industry, whichigesvit with chemicasupplies, and

the plastic and glass industries, which provideith bottles and packing for
commercialization. This industry is also relatedite commercial and services sectors,
with regards to the commercialization and salerofipcts.

There are three main lines of production in thib-sactor: (i) laundry products; (ii)
products for personal care —soap, shampoo, todtpasd shoe wax; and, (iii) house
cleaning products —liquid and paste wax, amongrsth&he demand for these products
is related to the purchase capability of the pdpadaand the companies’ marketing
ability to position their products in the domestiarket.

The toiletry and personal care industry has shoreatgyitality last year: the exports to
the Latin American market kept rising, while thergeetition between local companies
has produced a decrease in the products’ pricashvidtenefited consumers. The main
companies in this sector are: Procter y Gamble,R&5iT CO, Industrias Pacocha, and
Quimpac.

In the market of bar soaps, for instance, Unilamaintains its leadership through its
brand Lux, and also participates with Rexona angeDavhich account for 30 percent
of the markef. Unilever also participates in the deodorant miaskith the brands
Rexona, Axe, and Dove. Rexona is the absoluteetdéadhe market.

In the detergent market, Unilever kept controlted brands Amigo, Opal, and Marsella
until the end of last year, which meant participatunder 10 percent of the market.
Unilever therefore decided to sell those brandgstaompetitor Alicorp, which now
expects to consolidate itself in the domestic marked to prepare itself for the
internationalization of its products.

Finally, its is important to note that each of thentioned sub-sectors presents positive
growth tendencies, and that both have domestic aommp as well as subsidiary
companies to foreign transnational ones. This g@es a greater dynamism in the
sectors, which in turn promotes greater investrnreptoduction and commercialization
of the goods.

2.2. Evolution of Unilever’s Corporative Strategy in Peu

The evolution of Unilever has depended on the hiseind economic changes occurred
in a global scale, and the constant drive to satis¢ needs of its consumers. The
company has thus consolidated in the foods and ichéproducts markets expending
and diversifying itself though innovations, purcbss and the establishment of
advertisement and market research agencies, angbcoss for product distribution.
Currently, Unilever is a multinational organizatitimat operates in 75 countries, with
approximately 500 companies that provide more B8@hthousand people with jobs. In
Latin America, Unilever operates in 19 countriesthwl3 plants that produce and
commercialize foods and cleaning and toiletry paaslu

% Ibid.
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2.2.1. Unilever’s Strategy for Production and Marketing: From Path to Growth to
Vitality

Up to 2004, Unilever Developer a corporative sggtaamedPath to Growth which
included a number of changes and reorganizatidested towards the conformation of
a more focalized, simplified business that at #mae time could increase its growth.

Such a strategy included, among other actiongh@)separation of the company into
two great divisions: foods and personal and honeepanducts; (ii) the creation of a
new product line named Unilever Bestfoods Businedsch grouped the brands that
grew the most; (iii) the management of operatiand.atin America from a regional

perspective based on the creation of sub-regiond; @v) the concentration of the
production processes of emblematic products inpl&fts in the world®

Regarding the marketing strategy at the corpoeatel| Unilever reduced the number of
existing brands (they now have 440 brands, whitrettwere 1600 in 2000), and the
presentation of a new logo that symbolized the emlthat gave cohesion to the
company and which would be found in each of it<dpats.

The consequences of the implementation of thesenactvere especially detrimental
for the workers. In the last four years, the aigsof plants worldwide, as part of the
processes of the concentration and/or outsourdipgoaluction, has generated the firing
of a large number of workers. The resulting levelsgrowth were not what the

company expected, as it presented low levels efssahd profits during the past year.
The same occurred in all and each of the categoriediich the company patrticipates,
especially during the third trimester of 2064.

In spite of these results, the company has notit®gresence in the markets it operates
worldwide, maintaining its leadership in the sestirparticipates (foods and personal
and homecare products)

In the local level, the secret of Unilever's succesthe company’s ability to adapt its
products and marketing to the context of each lonarket. Thus, for instance,
Unilever studied the peculiarities of retail sales ltaly, and those of Brazilian
advertisements, and utilized that knowledge tadgantage.

In Peru, as part of the reorganization procesmtai in the corporative level in the year
2000, and under the name of Unilever Andina Si#e,dompany introduced a series of
innovations, such as: (i) the diversification ofoguction, (ii) greater expenses in
advertisements, (iii) activities in retail storasd (iv) changes in administration, among
others. The company thus expected to increaggatsth and participation in the local

consumption market.

19 CEPAL, Unidad de Inversiones y Estrategias Empiasa, Divisién de Desarrollo
Productivo y Empresarial.a Inversion Extranjera en América Latina y el Q]
2001 p. 125.

' OBSERVATORIO SOCIAL BRASIL, Newsletter, Unilever alid Wide Trade

Union Network. January 2005.
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A better analysis of Peruvian consumers’ behaves helped define the company’s
strategy in the past years, which aims to satiséy donsumption needs of the lower-
income population (segments C and D). The consomptarket in Peru is divided in:

(i) a modern sector, which includes those consunteass attend supermarkets, and
which mostly belong to economic sectors A, B, aradt pf sector C; and (i) a

traditional sector, which includes consumers whotgomall stores and belong to
sectors C, D, and E. By last year, 75 percenthef dompany’'s sales originated in
traditional venues, that is, stores and marketdewhe remaining 25 percent originated
in modern venues, supermarkets and drugstdres.

The traditional venues keep their weight becausswmers find sizes more appropriate
for their purchase and credit capabilities. Thenpany thus strated a marketing
strategy that included smaller containers for potslusuch as shampoo (Sedal),
margarine (La Danesa), deodorant (Axe Compact), tanthpaste (Close-up). The

company has also based the diversification of ieglppcts on new presentations for the
most representative brands, such as: Axe, Clos®bywe, Lux, Pond’s, Rexona, Sedal,
Vasenol, Efficient, Ades, Dorina, La Danesa, Heltma, Knorr, Maizena Duryea, and

Mc Collin’s. The company invests nearly 1/3 ofirtgoicesin the brands and reinvests
nearly 100 percent of profits in products and bsaaslia whole.

Additionally, Unilever established strategic allias to increase the commercialization
of its products, such as that set up with Bembmigromote Hellman’s mayonnaise.

At the same time, the company launched a processooganization in order to reduce
fixed costs and increase its sales. It now hasuagy management, which has replaced
the senior management it had for several yearsanloperational level, the company
established strategic alliances for outsourcingitgluction in the domestic market, the
most emblematic of which is the alliance establistveith Alicorp S.A. for the
production of margarine (Astra, La Danesa) andrdetd (Opal). The company has
also promoted the relations between several s@rgidompanies in the region, through
the importation-exportation of its products frongimnal centers, such as Chile and
Brazil, to the rest of the countries in the reg{®eru, Colombia, Venezuela, Bolivia,
and the Caribbean). The local subsidiary’s lee¢lsnports can be seen irable No.§
below

Table No.6
Importations of Unilever Andina Pera S.A.
YEAR VALUE FOB VALUE CIF NET GROSS
(US$) (US$) WEIGHT WEIGHT
(Kg.) (Kg.)

2000 12,276,008.68 13,491,914.65 1427404718 164162
2001 17,534,406.73  18,996,321.09 1344152876 148105
2002 19,734,755.59 21,531,405.31 17142070.43 189663
2003 17,988,967.26 19,619,790.67 1904773671 20182536
2004 21,843,361.00 24,027,633.00 23160942/00 2(P606

SOURCE: Superintendencia Nacional de Administradidbutaria.

12EL COMERCIO.Dfa _1, Suplemento Semanal de Economia y Negd@aisbre,
2004, N°23, Afo 1.
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It is important to note that the results of the liempentation of the strategy at the local
level did not differ much from those observed at tbrporate level. Thus, for instance,
the levels of income for sales and profits readhetthe last five years are negative or
have shown a negative tendency. The results caedreinTable No. 7 below

Table No.7
Level of Income for Sales and Profits. Unilever Adina Pert S.A.

Ranking Ranking Total Income Net Profit
Years .

Income Profit

Soles US$ Soles US$

2000 51 2215 400,000 112,432 -17,000 -4,281
2001 52 2266 361,770 104,910 -10,647 -3,087
2002 72 65 359,638 102,141 16,442 4,670
2003 4,182,000 1.202,000 - -

Source: PeruTop10,000 Companies (2002-2004)

Table No.7 shows that the first two years were tiegan the company’s levels of
income and profits, resulting from a recessionoical economy and the low purchase
capability of the population. In the year 2002wkwer, in spite of the negative
tendency of the income from sales, the level redicbeerted the losses obtained before.
From the year 2002, the company started to coraelitls strategy, which explains why
it has not lost its position in the domestic marketl is regarded as one of the leading
and more profitable companies in some categoriesdarants, toilette soaps, hair care,
and skin care).

New strategyVitality

“Vitality: Adding vitality to lifemeans to help people to get the
best out of life.”

For the 2005-2010 period, Unilever has developetta strategy to consolidate its
presence in the world market of food products aedsgnal and homecare products.
According to the President of the corporatioditélity represents a precise declaration
of the sentiment that will inspire and direct tlmenpany’s portfolio, our entrepreneurial
culture, and our commitment to community and thérenment.™*

The strategy implies a change towards emotionaaspbased on directing the most
representative brands towards the satisfactionronfumers’ needs such as the search
for healthy lifestyles, the importance of time, amgoothers. This way, the company
expects to contribute to make consumers feel batt@érget more out of life.

In that sense, “Unilever is uniquely positioneduttderstand the relationship between
nutrition, hygiene, and personal care. We cant tleanks to our solid scientific ability
and our perceptions of our consumers at the lasadll Putting all that together, we
will be able to contribute to people’s welfare, adpvitality to life.”**

13 THE SUSTAINABILITY FORUM. “Adding Vitality to Comnunities and the
lE4nvironment: A Business Contribution to the Devehlgmt Agenda”. 2004
Ibid.
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This new strategy also implies a change in the @yis presence: abandoning a low-
profile approach to present itself openly as Urgkein all of its products, everywhete.

Additionally, some of the changes at the produclexesl are: (i) reorganization of the
highest administrative ranks of the company; (ig merger of the two main divisions:
Foods and Hygiene and Personal Care Products isiogée operative unit; (iii) the
outsourcing of intraregional production; and, (ikig increase of purchase-sale of raw
materials required for production, from a singlarse to all subsidiary companies.

Regarding the introduction of new brands or catiegdior the year 2005, the company
does not plan to modify its portfolio in personatidhomecare products, although some
changes are expected in the foods sector. Unilsvére third food company in the
world, but rather than introducing new brands, anig to define its position in Peru’'s
market. However, the company does plan to laumchesnew products during the
second semester of the year 2005, according tateepbthe “Las 10,000 Principales
Empresas del Perd.”

2.2.2. Strategy for human resources and labor relations

Currently, the analysis of strategies for, or pekcof, human resources, implies the
analysis of the corporate culture. Such corparalure is related to the social relations
in the company, the social architecture of the woizgion, the entrepreneurial
environment and the company’s key processes. Aowprto Rob Goffee y Gareth
Jone¥’®, corporate relations are analyzed taking into astawo kinds of social
relations: sociability and solidarity. The formisr characterized by affective, non-
instrumental relationships, in which mutual helpheut preliminary agreements are the
rule. The latter is presented between disparatapgr and can originate as part of an
instrumental relationship, due to a need.

In corporate relationships, sociability and soligacan appear at the same time or
separately, and may generate four cultural typésciware shown ibiagram No. 3
below.

15 A “low profile” company keeps a discreet image.ilever used to emphasize its
brands, not its presence in a corporative level.

18 Gareth Jones is professor of Organization Devetoprin Henley Management
College.
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Diagram No. 3
Types of Relationships within Corporate Culture

Sociability
Network Communitarian
Organization Organization
Fragmented Mercenary
Organization Organization

Solidarity

The combinations between sociability and solidantyst harmonize with the social
architecture that underlies the organization, titeepreneurial environment and the key
processes of the company. Therefore, if the mbjactive is to be a winner, exigent
criteria must be set, low output must be foughticoédusly, as in the mercenary
organization. If the company wants to keep goadmgany manners, under a scheme of
greater sociability, some strategies of the netvavganization will be implemented. If
the company is characterized by keeping low legélimterdependence in the working
process, then it is probable that a fragmented nizgdon mode will be adopted.
Finally, if a company is obsessed for shared valésa communitarian organization.

Unilever is a network organization, of high soci#piand low solidarity, which
presents clear and numerous advantages. The gstrdte human resources
implemented by the company at all levels, which lsammbserved in the company’s web
page (www.unilever.cojnas well as in the reports that the company pteseach year
(Social Report) demonstrates this. The stratedpaged on a number of initiatives that
promote a personal and informal working environmerfuch initiatives include:
flexible hours, informal outfits, programs of sa@rtty, and agreements with recreational
institutions, among other policies that Unileveejs for its workers regarding a labor
environment, professional formation and developmerdge levels, and health and
security at work.

The working environment the company seeks to pmvior instance, must be pleasant
in order to promote creativity through team worke tsharing of information and
openness to new ideas. To keep good social resdtips between its workers, Unilever
recruits personnel with strong affinity “energetireative and committed,” that is,
personnel inclined to like each other.

The company allows the implementation of internafporate plans related to the
improvement of its human resources strategy. Iru,Pler example, the company is

7 http://www.unilever.com/ourcompany/careers/workifttyus/default.asp.
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executing a “transformation plan” that aims to sfanm the workplace into a pleasant
environment, implementing changes suggested by ayees as part of what they

regard as the “company of their dreams.” This esschas placed Unilever among the
25 best companies to work for in Peru and Latin Acae elaborated by the “Great

Place to Work Institute,” in the years 2003 and300

Additionally, it is important to mention that Uniler respects and complies with the
fundamental labor rights established in the IWCennational agreements, as well as
with the principles presented in its Code of Cond8i@his will be discussed in Chapter
4, which focuses on the Corporate Approach to $&=aponsibility.

Regarding the level of labor training given to therkers, Unilever helps them develop
their abilities, providing them with the necesstgls to reach their goals and achieve
the professional excellence they seek. For exanspiee Unilever is an international
company whose operation demands communication ketvaiferent cultures, the
processes of training include the acquisition aénpersonal abilities through tours to
areas of interventioff. The company thus promotes cultural and knowlesigdange
as a competitive advantage of its human resources.

This process of training has been reinforced berées of actions that Unilever has
implemented in all of its areas of operation: (i¢ reduction and reorganization of its
personnel, especially at its administrative levéils;the development of a common
system to manage innovation, so that each workmagees out its own projects, but all
of them follow the same methods; and (iii) the cammation between workplaces
worldwide through a network and a common informatenter.

As for its salary strategies, according to the iSo&eport 20042° the company
declares that the salary levels established far thenan resources are above the local
averages. These salary levels include a set défitendepending on the position or
rank of an employee. The company evaluates itsopeel every year to measure the
productivity of its workers and to know their pre$onal goals. Through this tool,
namedPerformance Developmentinilever monitors its human resources, and pesid
them with the chance to express their expectatiottse company.

The tools and strategies described above are partransformation process initiated by
the company in the last five years, as part of rd@rganization of their productive

processes. The changes included an improvemethteaf human resources strategy,
which offers workers a wide array of opportunitiestraining and improvement within

the company. They also had a negative impacthasxtimber of workers in all the
countries where the company operates has decrelastically. Some 50 thousand
workers have been affected by Unilever’'s new pediadf outsourcing, the closing and
saleof factories.

18 Social Report 2004. p. 16.

¥ “Unilever defines itself as a multiglobal and niloltal company, that is why it needs global
managers.” Pedro Blasquez, Unilever’s Director @fsBnnel in Spain.

% Social Report 2004. p. 16.
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2.3. Product lines and production chains in Unilever

Company structures used to have more time availabléake decisions, establish
themselves as a single company, and allow for cleseking relationships. Some
important changes have transformed company stestdihrough time, however.
Unilever has adopted new policies and strategiesljigst to those trends.

Considering that it is a multinational company, léwer has centralized its production
and distribution strategy in a business practiceneth “supply chain management.”
Such practice is a management process that inclidemtegration of all necessary
activities to supply products or services to thekaa from the purchase of important
raw materials to the delivery to final customersusers. External activities are
integrated to internal ones, which demands a coatidin with supplying and

distributing companies. Companies generally trahssuppliers and distributing

companies their supplying needs in each sales pootigh system networks and in
real time.

Since the year 2000, Unilever's strategy has beased on the outsourcing of
production services, supplies, sales and comméeaian. Such process is carried out
from: (i) the plants Unilever has in the regiondafn) local companies with whom
Unilever has strategic alliances.

In the first case, Unilever has decided to outinproduction and supply strategy in
Latin America based on the establishment of foatas or groups in the region: Brazil,
Chile, Argentina, and the Andean Group (Colombiaudtior, Peru, Bolivia, and

Venezuela). The latter's headquarters are locatdgiogota, Colombia. Each of the
groups constitutes a center of operations-managefoetJnilever, and specializes in
certain products. For instance, Chile is spe@dliin foods, Argentina in the production
of shampoos, Brazil in personal care products, Bhexico in the production of

cosmetics. Each center must (i) keep state-ehtheechnology, (ii) has priority in the
dissemination of new projects, and (iii) is thedbpoint for the commercialization of
the products they are related to.

In the second case, Unilever establishes allianatslocal companies, which work as
“anchors” that sustain the whole chain with its dech Unilever has a large number of
small suppliers in different countries, which prodwand sell some brands or products.
This is Unilever’s strategy to meet the expectatiohlocal markets, staying close to the
preferences of the consumers it serves

In the Peruvian market, one can find products f@nile, Argentina, Brazil, and even
Mexico, according to the specialization mentionédwee. %* Unilever also maintains
strategic alliances with such companies as Alicaspe of the most important
companies in the foods market. Table No. 8 bellow, we show a map of production
for each of Unilever’s products commercialized ari?

2L Unilever has specialized Mexico’s market in thedurction of cosmetics, with the brands Pond’s and
Dove.
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Table No. 8
List of Products

Food Sector

Product Trademark Produced by Origin
Crisol ( 1lt.) Alicorp S.A.A Peru
oil Crisol ( bag 250 gr.) Alicorp S.A.A Peru
Crisol Light (1 It.) Alicorp S.A.A Peru
Cil (1 1t) Alicorp S.A.A Peru
Maizena 200gr. Demsa Peru
Corn Starch Maizena 500gr. Demsa Peru
Maizena 1000 gr. Demsa Peru
Chuno DURYEA Demsa Peru
Broth Knorr Colombia S.A. Colombia
Tea Mc Collin's (box) Frigosam S.A. Chile
Lipton Frigosam S.A. Chile
Dorina Clasica ( bar 100 gr.) Unilever Chile S.A. Chile
Dorina Clasica ( pot 225 gr.) Disa Ltda. Colombia
Dorina Clasica (pot 450 gr.) Disa Ltda. Colombia
Dorina Clasica (pot 900 gr.) Disa Ltda. Colombia
Dorina Light (pot 225 gr.) Disa Ltda. Colombia
Margarine Dorina Light (pot 450 gr.) Disa Ltda. Colombia
Dorina Light (pot 900 gr.) Disa Ltda. Colombia
La Danesa Astra (pot 100 gr.) Alicorp S.A.A Peru
La Danesa (pot 100 gr.) Alicorp S.A.A Peru
La Danesa (pot 225 gr.) Alicorp S.A.A Peru
La Danesa Bloque (10 kg.) Alicorp S.A.A Peru
Mayonesa Hellmann's (sachet) Unilever Chile S.A. Chile
Sauce Mayonesa Hellmann's (pot) Unilever Chile S.A. Chile
Ketcup Hellmann's (sachet) Disa Ltda. Colombia
Personal Care Sector
Product Trademark Produced by Origin
Dove Nutri Care Unilever Mexico S.A. Mexico
Dove Firm Intense Unilever Mexico S.A. Mexico
Body Cream Dove Nutricion Hidratante (400 ml.) Unilever Mexico S.A. Mexico
Dove Verano Locion Humectante Unilever Mexico S.A. Mexico
Vasenol Unilever Mexico S.A. Mexico
Sedal Ceramidas Unilever Colombia Colombia
Sedal Lissage Unilever Colombia Colombia
Combing Cream Sedal Hidraloe Unilever Colombia Colombia
Sedal Verano Intense Unilever Colombia Colombia
Crema para Cabello Seco Unilever Colombia Colombia
Crema para Cabello Tenido Unilever Colombia Colombia
Deodorant Rexona Spray Unilever Brasil S.A. Brasil
Rexona Bar Unilever Brasil S.A. Brasil
Rexona Roll on Unilever Brasil S.A. Brasil
Rexona Cream Unilever Brasil S.A. Brasil
Rexona Sensitive for Men (spray) Unilever Brasil S.A. Brasil
Rexona Sensitive for Men (roll on) Unilever Brasil S.A. Brasil
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Rexona Bamboo

Unilever Brasil S.A.

Brasil

Axe Mask (spray) Unilever Colombia, Argentina
Axe Marine (spray) Unilever Colombia, Argentina
Axe Adrenaline (spray) Unilever Colombia, Argentina
Axe Conviction (spray) Unilever Colombia, Argentina
Axe Touch (spray) Unilever Colombia, Argentina
Axe Enigmata (spray) Unilever Colombia, Argentina
Axe Fusion (spray) Unilever Colombia, Argentina

Opal (bag 200 gr.)

Unilever Andina Ecuador

Ecuador

Detergent
Opal (bag 850 gr.) Unilever Andina Ecuador | Ecuador
Dove Unilever Mexico S.A. Mexico
Dove Exfolician Suave Unilever Mexico S.A. Mexico
Soap Dove Verano Unilever Mexico S.A. Mexico
Lux Unilever Brasil S.A. Brasil
Rosas y Limon Unilever Brasil S.A. Brasil
Rexona Unilever Argentina S.A. Argentina
Laundry Soap Marsella Alicorp S.A.A. Peru
Close- Up Fresh Unilever Brasil S.A. Brasil
Tooth Paste Close -Up Whitening Unilever Brasil S.A. Brasil
Close -Up Microparticulas Unilever Mexico S.A. Brasil
Locion Dual Ponds Unilever Mexico S.A. Mexico
Crema HN Ponds (50 gr.) Unilever Mexico S.A. Mexico
Crema C Ponds (50 gr.) Unilever Mexico S.A. Mexico
Crema H Ponds (50 gr.) Unilever Mexico S.A. Mexico
Crema Biohidratante (100 mg.) Unilever Mexico S.A. Mexico
Complejo Nutritivo de Dia Ponds Unilever Mexico S.A. Mexico
Skin Care Products Complejo Nutritivo de Noche Ponds Unilever Mexico S.A. Mexico
Gel Revitalizador de Ojos Ponds Unilever Mexico S.A. Mexico
Crema Clarant B3 Ponds Unilever Mexico S.A. Mexico
Crema E Ponds Unilever Mexico S.A. Mexico
Locion Astringente Equilibrante Ponds Unilever Mexico S.A. Mexico
Renascent Ponds Unilever Mexico S.A. Mexico
Crema Lifting Natural contra Arrugas Ponds (225 mg.) | Unilever Mexico S.A. Mexico
Complejo Anti-edad Piel Normal Ponds Unilever Mexico S.A. Mexico
Prevent&Correct Ponds Unilever Mexico S.A. Mexico
Sedal Lissage Unilever Brasil S.A. Brasil
Sedal Hidraloe Unilever Brasil S.A. Brasil
Sedal Crema Unilever Brasil S.A. Brasil
Sedal Ceramidas Unilever Chile S.A. Chile
Shampoo Sedal Color Vital Unilever Brasil S.A. Brasil
Sedal AND Vegetal Unilever Brasil S.A. Brasil
Sedal Fresh Extend Unilever Brasil S.A. Brasil
Sedal Duo Unilever Brasil S.A. Brasil
Sedal Verano Intense Unilever Brasil S.A. Brasil
Dove Unilever Mexico S.A. Mexico
Foot Powder Rexona Efficient Unilever Brasil S.A. Brasil

2.3.2. Companies that are part of the production chain ofnilever in Peru

As we mentioned above, Unilever has establishéahaks with leading companies in
the domestic market that are dedicated to the ptamuof foods and toiletries, such as
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Alicorp S.A. and DEMSA. We will now describe thesempanies, their production
strategies, their position in the local market, @adelation with Unilever.

a. Alicorp S.AA.

Alicorp S.A.A. is known as one of the leading comiea in the foods sector in the local
market. Its activities are diverse, but they aaetipularly successful in three sectors:
mass consumption products, domestic animal foadbjralustrial flour

Is on of the few Peruvian “multinationals,” which eriented towards the maximization
of its efficiency and the satisfaction of its custrs, which has made it the leading
company in each of the food sectors it producescamaimercializes in Peru. Its high

efficiency has allowed it to explore markets ovassélicorp is Peru’s first exporter of

food products, and sells to Latin America, Europeena Asian countries

Alicorp’s expansion strategy is based on a chaimefgers with, and purchases of,
companies in different sectors of production, embgc those dedicated to the
production and distribution of edible oils, pastlmur, biscuits, soaps, salsas, and
domestic animal foods.

Alicorp’s history starts in 1972, when the Romeroo@p purchased the Compania
Industrial Peru Pacifico S.A. (CIPPSA), which proéd edible oils and greases and
laundry soaps. In 1993, it absorbed two other conigs, the Calixto Romero S.A. in
Piura, which produced vegetable oils and milledargtand the Compafia Oleaginosa
Pisco S.A (COPSA)., in Southern Peru, which prodwedible oils and laundry soaps.

The Romero Group then purchased La Fabril, a cognplaat had merged Copsa,
Molinera Santa Rosa (in Lima), Sidsur (in Arequjpand CODISA, which

commercialized mass consumption products. The @oiws de Alimentos Fabril

Pacifico (CFP) was created with this merger.

In 1995, CFP purchased biscuit factory Molinera Eeti S.A. (MOPESA), and, in
1996, it absorbed two other large Peruvian comgameolini Hnos. And Molinera del
Peru S.A., both producers of flours and pastacokfi S.A.A. was born in that merger.
In 2001, Alicorp purchased Industrias Pacocha’'sitptd edible oils in Huacho, which
belonged to Unilever. Finally, in 2004, Alicorp rphased the shares of Alimentum
S.A., a company dedicated to the production andeeraialization of ice cream.

Alicorp currently has 1816 permanent workers (2&aggers, 695 employees, and 1093
manual workers), as well as 592 temporary workers

Alicorp’s main assets are located in industrialnpdain Callao, Piura, and Arequipa.
They are:

COPSA'’s plant, located in Callao, dedicated topghmduction of edible oils, salsa,
and soaps.

The Faucett plan, located in Callao, dedicatethéoproduction of flours, pastas and
sweets.

The Calixto Romero plant, located in Piura, dedidatto the production of edible
oils and greases.
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- The Sid-Sur plant, located in Arequipa, dedicatethe production of flours, pasta,

and sweets.

Some improvements in the have been implementedeourader implementation in all

plants to reorder and signal working areas, totifleareas, equipment, and tools. The
plants are also adopting international labor methatid systems, such as Good

Manufacturing Practices (GMP)

The organizational structure, a key element indbmpany, is based on the “five basic
columns,” which are: (i) focused improvement, @ytonomous maintenance, (iii)
planned maintenance, (iv) training, and (v) seguaitd environment (which includes a

better control and disposal of dangerous and nog&taus industrial waste.

All plants have also implemented a system for dlaféiciency, which includes a

control of the parameters of quality, maintenamcel production per houfTable No.9

shows some of Alicorp’s quality and production @#ncy certifications

Table No.9
Alicorp’s Quality Certifications

Location

Production Plant

Certification

Mass Consumption Products:

Arequipa Arequipa

Piura Piura

Callao Fideria Lima 1ISO 9001:2000
Lima Fideria Alianza HACCP - BPM
Callao Planta de Oleaginosos

Callao Planta de Galletas

Arequipa Arequipa

Piura Piura

Callao Fideeria Lima 1SO 14001:1996
Lima Fideeria Alianza

In Peru Distribution Centers 1ISO 9001:2000

Industrial Products:

Callao Molino Faucett
Callao Molino Callao
Callao Molino Santa Rosa

ISO 9001:2000
HACCP - BPM

IAnimal Nutrition:

Callao Planta Lima

La Libertad Planta de Balanceados

Lima Centro de Investigacién Canina
Tumbes Sucursal Tumbes (Sales)

ISO 9001:2000

Copsa, Fideeria Lima, Galletera, CDC,

IAnimal Nutrition

All

Distribution Centers

All, except Almacén de Chiclayo

Callao Location \Ventas, Marketing, Molino Faucett BASC

In Peru:

Mass Consumption All, except Molino Arequipa

Industrial Products All, except Molino Santa Rosa DNV Nivel 3

SOURCE: www.alicorp.com.pe

24



The processes mentioned above are aimed at guairantbe quality of products and to
generate an efficient production. The implemeatatf these processes has produced a
positive tendency in Alicorp’s profits and totacome, which are shown ifiable No.

10 below.

Table No. 10
Alicorp’s Income and Profits

Net
Years Total Income Profits
Soles Us$ Soles US$
2000 1,401,858 406,336 20,550 5,957
2001 1,530,887 443,735 14,614 4,236
2002 1,574,981 456,516 35,551 10,305
2003 1,777,954 515,349 46,154 13,378
2004 1,874,393 543,302 101,610 29,452

Most of Alicorp’s production is aimed at the domesharket, in which the company
has an important participation for the followingogucts: domestic oils (57% of the
sector), domestic margarines (33.4%), laundry s¢a$9£€%), pasta (44.4%), industrial
flours (44%), biscuits (24.1%), mayonnaise (89.986) pet foods (27.9%%. Some of
these products are also exported to Argentina,vBolBrazil, Chile, Colombia, Costa
Rica, Ecuador, Guatemala, Haiti, Honduras, Nicaaa¥ienezuela, among others.

Alicorp S.A.A. and Unilever keep a supplier-clientlationship.  Unilever has

outsourced the services of the Alicorp for the picitbn and distribution of some mass
consu;3nption products (domestic oils and margarjrea®) cleaning products (laundry
soap)-

In Latin America, Unilever centralized the processd production of its flagship
products in some countries (Argentina, Chile, Cd@amnand Venezuela). In Peru, the
company decided to outsource the services of eddibar of some products to satisfy
the local market.

The relationship between Alicorp and the Dutch srational company started in the
year 2001, when it purchased Industrias Pacochhjslant (oils, greases, and soaps)
that then belonged to Unilever. From that momeiné ‘company signed a contract of
outsourcing with Industrias Pacocha S.A. for thedpction, wrapping, and packing of
laundry soap, toilet soap, and compound margarifleis contract lasts until January
2006.7* It is interesting to note that Alicorp had a cawtrwith Industrias Pacocha,
which made the latter responsible for the distidwutof butter, compound oil, and

vegetable oil until January 1, 2003. The detdilths relationship appear in Alicorp’s

Annual Memories until that year.

2 Data produced by market studies by December 2004.

% This information is based on our research on Irptaiducts that carry the Unilever
Andina Peru S.A. seal in the local market.

24 Alicorp’s Annual Memory 2000-2004.
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We will now present a brief sketch of the proceilssansfer of Industrias Pacocha’s oll
plant, located in Huacho, to Alicorp S.A.A., indiicg its effects in the labor sphere.

The Process of Sale of Industrias Pacocha S.A.

By 2001, as part of its expansion strategy, AlicBrp.A. —leading company in the
market of mass consumption products—, purchasesesf properties from its
competitors. That was the case with Industria®€&tzer's oil plan, located in Huacho.

Industrias Pacocha had been acquired by UnileveinanPeru S.A., between 1995 and
1996 to compete in Peru’s domestic market. Thparate strategy of Unilever shifted,
and the company decided to centralize its prodaginocesses. That is why Unilever
decided to sell a large number of its factorieslewide, including those in Peru.

The sale of the plants produced a reduction inntiiaber of jobs; a large number of
workers were left unemployed. In Peru, the sal¢hefoil plant meant the transfer of
workers from Pacocha to Alicorp.

This procedure was made following two differentecptries: some resigned from
Pacocha in order to enter Alicorp as new workersl (aad to sing a new contract).
Other workers did not accept to resign and wemsteared. These were not obliged to
sing new contracts.

It is important to note that this process was maidkout informing workers about the
advantages and disadvantages of resigning, or aheutagreements made by the
companies in the process of transfer.

Four months after the transfer, Alicorp S.A.A. cglied the contracts of the workers
who used to work for Pacocha. This decision, dmdfact that the workers had not
been informed about the conditions of the transfgginated a legal dispute related to
social benefits or rights derived from a labor tiela(").

(') A legal analysis of the process between one ®ffdhmer workers of Alicorp (who
used to work for Pacocha) and Unilever and Alicaggarding the payment of an
illegal or excessive withholding, is presented telo

b. Derivados del Maiz S.A. (DEMSA)

DEMSA is the only company dedicated to the produrcif starch (corn, potato, and
sweet potato), since 1961.

In 1998, Derivados del Maiz S.A. changed its legaie, withdrawing the word
Industrial, and merged with PROVITA S.A. This cany used to produce agricultural
articles, which it also industrialized, preservadd commercialized.

A simple reorganization was made in Derivados daiaVB.A. in 2002: its equity was

divided, and part of it was derived to DERAROMA S.#hich produces gelatin,
marmalade, and all kinds of desserts, as well agotes, purée, and foods in general.
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The company operates different sectors. The indbsrea provides industrial supplies
for the production of paper, cardboard, sweetgilésx and several foods, which makes
it a producer of semi-finished or intermediate prcid. It also has, however, other
products for direct consumption, such as: cornrflous, syrups, etc. The other area
distributes consumption products produced by DEM&# represents and distributes
for other companies specialized in foods, cleaimg home products.

In the labor sphere, the company has 425 workeofficials, 301 employees, and 117
manual workers.

During the last years, the company has performelll (e profits reached US$23
million in 2004, 9 percent more than in 2003), tméncreased sales caused by:

A larger client portfolio

The development of branches in Chiclayo, Trujiflmancayo, Arequipa, and Lima.
New representations: Unilever, with greases, Bdafs with body creams, and
Drokasa, with soaps.

As was the case with Alicorp, Unilever and DEMSA/&éastablished a provider-client
relationship. Unilever has outsourced the servafeBEMSA for the production and
distribution of some mass consumption productsn(ciarch and dried-potato flour,
under theMayzena Duryedrand name) in the domestic market.

These products offer advantages because of thdtipleuuses; they can be directed
towards human consumption as well as towards imdiae and industrial
consumption. Both products are also successfidsca$ brand construction without
massive advertisement; their consumption has bemngied through recipe books, not
through investment in publicity.

2.4. Organizacional structure of Unilever in Peru

As part of Unilever's 2000 corporate strategy, toempany has not had production
plants in Peru since 2003. In October 2003, thmpamy decided to dedicate itself
commercialization. It changed its legal name friowhustrias Pacocha S.A. to the new
corporate name Unilever Andina Peru S.A. It thosght to stimulate its commercial

operations and to consolidate its presence inobed imarket.

Unilever Andina Peru S.A. now has approximately M@rkers in 5 basic areas:
Customer Management, Finance & IT, Human Resoukdageting and Supply Chain,
which work as a team in the projects carried outth®y company. The company’s
organizational culture is based on the practice dadelopment of the following
attitudes: Spirit, Risk taking, Creativity, Persearece, and Excellence.

%> This information was obtained from our study of throducts sold in the domestic
market under seal of the Unilever Andina Peru S.A.
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[ll. Labor relations and working conditions in Unilever Andina S.A. and in its
main supplying companies

We will now describe the legal framework in whidtetlabor relations of transnational
companies in Peru operate. This includes Unil&ratina Peru S.A. and its supplying
companies regarding such practices as outsouraimhgw@bcontracting.

3.1. A brief description of Peru’s labor framework

In the current context of economic globalizatioampanies are driven by the idea of
maximizing their profits and reduce their costsonanies in Peru operate within a
legal labor legal framework that formally providessic labor rights to workers.

During the 1990s, a socioeconomic phenomenon knawnlLabor Law as
“flexibilization” occurred in Peru. It allowed cqmanies to avoid the classic labor
regulations, and to develop new models to orgattizeproductive process and labor.
An example of this was the use of subcontractingiclvallows companies to focus on
central activities and to externalize those considiesecondary, whose execution is
entrusted to a third party.

3.1.1. Flexibilization and its consequences

During the 1990s, Peru’s unions suffered the edf@ttthe policy of deregulation in
labor law implemented and executed by the Fujimegime. This legislation was
implemented for both individual and collective lawin the individual sphere, the
legislation attempted to limit workers’ rights; the collective sphere, new legislation
obstructed or hindered the unions to exercise tiggits.

The enactment of this flexibilization legislationeakened Peru’s labor union
movement, which experienced a drastic reductiotsimembership. Some productive
sectors closed and companies hired a growing numobewrorkers through labor

intermediation companies. Many Unions disappearetiunion leaders, some of them
experienced, were dismissed. The consequencekiofptocess were clear in the
processes of bargaining carried out within the llefgamework designed by the

government.

This process occurred during the 1990-1998 perdawdi its consequences in Peru’s
labor sphere were devastating. By 1990, for exampr7,010 workers belonged to
unions in Lima. By 1997, only 72,225 workers wengionized. These numbers
represented 22 and 4.7 percent of the total wonleggistered by Peru’s labor ministry
those years.

The consequences were also catastrophic for cokeloirgaining processes throughout
the country. While 2,015 lists of demands wereseméed, and 1,762 collective

agreements were reached in 1990; in 1998 only &8 Wwere presented and 546
agreements were signed. The weakening of the unenement is also expressed in the
number of strikes: while there were 613 strikeg@fhg 258,234 workers in 1990, there
were only 58 strikes in 1998, affecting 17,333 versk

Based on an analysis of the tendencies of the lalaoket —the policies of multinational
companies to reduce their cost structure, for msta—, we believe labor in Peru is
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becoming precarious and unstable. The unskilletkiwg mass, compared to skilled
laborers, is particularly affected by differenceincomes and in the allocation of labor
resources. This has effects on the unionizatitesravhich have poorer possibilities to
grow and consolidate due to a labor force with fogteneous interests.

The most recent information about the rate of umetion is the data of the Encuesta
Nacional de Hogares (Nacional Household Surveythefyear 2000, which shows a
3.1% rate for wage-earning workers in Peru’s ura@aas. It is worth mentioning that
the low rate of unionization is also explained hg fact that only one fourth of the

wage-earning population works for companies thaehaore than 20 employees (the
minimum number of employees for the formation ofoms). That is, only one fourth

of the population could be unionized.

The weakening of unions explain why they do notehthe representativity to defend
the interests of workers in spaces for negotiatisits multinational companies, which
end up imposing their interests, and, in casespsimg antiunion policies that affect
workers.

3.1.2. The Law of Collective Labor Relations

The progress in labor regulations obtained aftary®f collective bargaining —which
was expressed in collective agreements—, was lbshwhe Fujimori regime enacted
the Decreto Ley 25593, the law of collective labalations.

This Decree, published in July 1992, was the cudtinom of the first period of reform of
labor legislation carried out by the Fujimori reginduring the 1990s. It meant the
decline of workers’ rights, establishing cuts tghts through exceptions authorized by
the same decree.

Decree 25593 union freedom, collective bargainamgl strikes; but a transitory norm in

the decree obliged the unions and companies togotiate the agreements valid

thereto. The unions, unprotected by the decreeharassed by companies, could only
struggle to survive.

This decree was observed by the International La@rganization (ILO), because it
contained resolutions that conflicted with ILO’stdmational Agreements signed by
Peru. The observations were reiterated by ILO&arke only lifted in January 2003,
when the democratic regime of President Alejandsiedo enacted the Ley 27912.

Peru’s current labor legislation is almost the samsethat enacted by the Fujimori
regime; some slight reforms have been made inbdesidual realm. That is why
subcontracting is considered a standard practiceobypanies, including Unilever and
its suppliers. To understand the mechanisms ugetnpanies, we will discuss labor
subcontracting, specifically labor intermediatiodautsourcing.

To that effect, we will first describe the genechhracteristics of Peru’s labor regime
and how it is related to subcontracting. We witnn analyze the conceptual framework
for these issues, and will analyze the legal ragra, which basically are Law No.
27626, entitled “Ley que Regula la Actividad de EBmpresas Especiales de Servicios
y de las Cooperativas de Trabajadores” (Law thajuRées the Activities of Special
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Service Companies and Workers’ Cooperatives), é&d@€Code (Supreme Decree No.
003-2002-TR).

3.2. Ordinary labor regime and subcontracting

The general framework for the labor rights and ekitfor both employers and
employees under the general labor regime for priativities, is summarized in the
Ley de Productividad y Competitividad Laboral (Lavt Labor Productivity and

Competitivity), Supremo Decree N° 003-97-TR.

According to the law, the labor relationship is dshson three basic elements: the
personal provision of a service, a payment, andsliation. The existence of a labor
relationship also implies that the labor laws fawgte activities apply. We will briefly
describe the most important benefits this legigfationfers on workers:

Daily Working Hours legislation prescribes that daily working houre éimited to
eight, and that the work week is 48 hours. Empleydrowever, may establish
exceptions to this rule, through an administrapvecedure, except when the working
hours are part of a collective agreement.

Paid Rest PeriadWorkers have the right to enjoy one rest daywweek, to rest and
receive payments for holidays, and to have a 30pa&y vacation period.

Overtime Working hours in excess of the ordinaries onestnime compensated with
higher remunerations.

Reqistry of Workers in PayrollsEmployers must register their workers and the
remunerations assigned.

Labor Stability and indemnity for justified dismésWorkers whose daily working
hours exceed 4 may be dismissed based on objecdivees according to law (the
employee’s behavior or ineptitude). Workers must ihdemnified according to
seniority in case of other dismissals.

Compensation for Service Time (CST)is an economic benefit received by workers
whose daily working hours exceed 4, as well aspdueners-workers of cooperatives.
This benefit is accrued monthly, and deposited saohester. It consists of one average
remuneration for every year of service.

Legal BonusesWorkers must receive one bonus for Christmas el for National
Holidays. Each bonus is equivalent to one monthiguneration

Participation in Profitslt is an economic benefit given to workers of g@amies that
generate third category profit. It is given onlyhe company generates profit during the
year

As we indicated above, these are the minimum bisne§tablished by law, but they
may be improved to favor workers. This is madeulgh collective bargaining between
the parts involved in a labor relationship, for ahithe existence and participation of
unions is pivotal.
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It is also important to note that all labor lawsdaregulations result from the
flexibilization of Labor law. These norms regulatlee “Labor Contracts Under
Modality,” which are characterized by the temporairyng of workers.

We will now analyze how this private ordinary lalvegime relates with subcontracting

3.3. Conceptual Framework for Labor Flexibilization and Subcontracting
3.3.1. General Aspects

Neoliberal policies and the tough competition préedoby capitalism, among other

factors, have generated the “flexibilization” ofdaa Law. This can be understood as a
juridical means or tool that seeks to adapt itselthe transformations generated in
productive processes.

Some transformations occurred during the last decéithe 28 century: an increase in
the number of independent workers, the growth ofise companies, the growth of
entrepreneurial groups who make use of peculiadyiion methods, technological
development, globalization, a productive decertadilon and the rise of other forms to
externalize some phases of the productive process.

All these changes have affected the traditionacepts of employer-employee, which
in “taylorist-fordist” terms resulted from mass guztion and the development of the
productive activities in the workplace. New eletsemave appeared, which are
expressed in our legal system, and which reducebémefits for employees and the
employers’ responsibilities, such as the exteratibn of activities, subcontracting, and
other forms of labor intermediatidf.

The “flexibility” we have referred to is reformatdin peius” of Labor Law. It seeks to
eradicate, reduce, or adapt traditional labor ptaie in order to increase investment or
competitivity.

The flexibilization of Labor Law and the new modefdabor and production
organization allow companies to decentralize theiivities: they can now focus on
central activities and externalize those consideexghheral. This process is know as
Subcontracting’

To understand subcontracting, it is necessary tovkthe difference between the central
and the peripheral activities of a given comparmegause only the latter are
subcontracted.

Subcontracting, also known as outsourcing, exteation of labor, or productive
decentralization, seeks to reduce the operativis em&l personnel expenses of a
ompany. Its main expressions are Intermediatiah@utsourcing.

% VILLAVICENCIO RIOS, Alfredo. “La flexibilidad y Is mecanismos de
subcontratacion laboral: el caso de la intermedmatiln: Estudios sobre la flexibilidad
en el Perd. Organizacion Internacional del Trablajoa, 2000 pp. 81-106.

%" Ibid. p. 85.
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Labor Intermediation refers to subcontracting worké, which occurs when personnel
Is posted by a third contractor to a client compamkis way, the latter does not have to
supervise the performance of the personnel, andathéty to penalize workers is kept
by the company that provides the workforce.

Outsourcing is the process of subcontracting tleelysstion of goods and services. A
third company is in charge of “part of the busintss is responsible for a specific

service, assuming the direction and risk of suabvigion. In other words, a third

contractor —which has assets and an organizati@s ofvn— carries out an activity or

service for the client company with its own workef&he risks are transferred to a third
party. In a way, this supplier becomes part ofdlent company, but is not formally

incorporated to it.

3.3.2. Subcontracting

As we mentioned above, subcontracting respondseiméw models of production and
labor organization, and it is mainly expressed atdr Intermediation and Outsourcing.
We will now discuss the concepts, characteristicsand differences between, these
phenomenons.

a. Workforce Subcontracting — Labor Intermediation
Workers Posting

Labor intermediation allows for artificial persomslabor cooperatives to supply or post
workers who they have previously hired and incoapent to their payrolls, to a third,
client company?®

The main objective of labor intermediation is topgly or post workers throuth
subcontracting companies (or “entities,” to usettdreninology of the Law), authorized
according to Law No. 22626.

The subcontracting company (or entity), the compidway makes use of the workforce
(or client company), and the posted worker devéloangular” relations. This can be
seen iDiagram No. 4below.

In the first place, the Entity and the Client Compasign an intercompany civil
contract, which specifies that the Entity will slpprorkers to the Client.

Worker and the Entity are related by a labor camtnahich can be classic or subject to
modality. The controversial topic, however, isttliee worker has a formal employer
(the entity), and a real employer (the Client Conyaalthough the wroker does not
have a labor relation with the latter.

Villavicencio considers that subcontracting bredi@mn tradicional direct juridical
relationship between a party that provides and hamothat receives a service. The

28 SAGARDOY, Juan Antonio. Relaciones juridicas erfieempresa usuaria y el
trabajador de la empresa de trabajo temporal. InVAA (Estudios en Homenaje al
profesor Alonso Garcia). Madrid, 1995. p. 97 anskpa.
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presence of a third actor who is the formal emplayeworkers who are posted in
another company to render services under the comisrafrthe latter*®

Diagram No. 4
Labor Triangulation

Client Company

Civil

Entity Laboral Worker

Workers cooperatives may also supply workforce.thit case, cooperatives take the
place of the Entity in the triangulation schemeheTink between the cooperative and
the workers is one of “partners-workers.”

Power of direction and control power

The “subordination” included in a typical laboragbnship is altered in cases of labor
intermediation, because the power of directiorelegated to the client company, but
the control power remains in the hands of the gmtitsubcontracting compariy. That
is, the client company directs and supervises thierss of posted workers who are not
“their” workers, while the Entity is entitled torsetion or dismiss workers. The supply
of workers can be used as a screen in order tal g@ayiing labor costs.

Services provided

The Entities, or intermediary companies, must gmbwide temporary, complementary,
or higly specialized services:

() By temporary services we imply that the intermedimpanies should have the
intention to cover for permanent positions thatrammentarily empty, or to cover

29 VILLAVICENCIO RIOS, Alfredo. Op.cit. p.87.
30 MARTINS CATHARINO, J. El régimen juridico de lampresas de trabajo
temporal. REDT. No. 11 pp.331-342.
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for non-permanent positions created by temporagyirements (the beginning of
a new activity, market needs, or company reconesjsi

These temporary services do do not generally user lentermediation because
Labor Law offers equally or more flexible alterwvais for direct contracting, such
as labor contracts under modality.

(i) Complementary services are those that are notgbarte main activities of the
company and require qualified personnel, they acersdary activities, permanent
or temporary.

(i) Finally, highly specialized services are secondacyivities that require high
technical, scientific, or qualified levels, eitipgrmanent of temporary.

Those services that include the permanent execwoficthe mainactivity of the client

company are specifically prohibited labor internadidin is used for supplying
personnel in activities that are essencially seapndfor instance, maintenance
activities, cleaning, security, mailing servicesd ather specialized activities.

b. Outsourcing
Productive decentralization

This form allows certain organizations, groupspersons not related to the company to
be contracted to be in charge of “part of the bessi or a specific service. The
company delegates the management and operatioreadfats processes or services to
an Outsourcer to speed it up, optimize its quadityd/or reduce its costs.

The risks are thus transferred to a third partya tertain sense, the provider becomes
part of the company, but is never formally incogged.

Outsourcing must supply integral and autonomousiceEs to be more than a simple
posting of workers.” That implies: the legal awdmal constitution of the contractor; a
differentiation between shareholders, directors, i@presentatives; sufficient assets and
capital; and the most important element: a proglactadministrative, and managerial
capability.

In outsourcing cases, there is a contractual cglakiip the company and the outsourcer,
established to produce specific goods or serviteshat sense, outsourcing does not
originate a labor relationship.

The labor or civil relationship that may exist betm the persons that produce the
goods and/or services and the subcontracting coynpandifferent topic.

The problem with outsourcing is that labor beconm@ecarious and unstable.
Companies do not assume labor obligations, ancheraad the bargaining capability of
workers weaken. The flexibility offered by outsomg makes labor appear as a
product which is paid for without assuming obligas (such as the payment of CST,
bonuses, justified dismissal, etc.). Subcontrgctompanies only comply with the
minimum protections established by Labor Law, withionproving them.
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Power of direction and control power

Outsourcing means to provide an integral servidechvdemands financial and
technical resources, and an autonomous, indeperatehidequate productive and
organizational structure. Employees work underdihection and supervision of the
contracted company.

In other words, subordination (which includes theulties to direct, supervise, and
sanction) is entirely in the hands of the subcatitng company.

Power of direction and control power

The “subordination” included in a typical laboragbnship is altered in cases of labor
intermediation, because the power of directiorelegated to the client company, but
the control power remains in the hands of the gmtitsubcontracting compariy. That
is, the client company directs and supervises thierss of posted workers who are not
“their” workers, while the Entity is entitled torsetion or dismiss workers. The supply
of workers can be used as a screen in order tal g@ayiing labor costs.

Services provided

The Entities, or intermediary companies, must gmbywide temporary, complementary,
or higly specialized services.

Outsourcing should not be used to carry out thenraeiivities of the client company,
because, in that case, a third party would nothaired. In Peru, however, this is not
clear; companies use outsourcing to use the warkfbired by others, which makes
labor precarious.

c. Comparative Table: Labor Intermediation and Outsourcing
We will now present a comparative table that spexithe main characteristics and

differences between labor intermediation and outsng, as established by Peruvian
law:

Intermediation Outsourcing
Classification Subcontracting workforce Subcontractin g production
1. Contract: Service contract. 1. Contract: Civil
2. Object: Personnel posting. 2. Object: A third party in charge of an

integral part of the productive
process of a company.

Characteristics 3. Workers: belong to the 3.  Workers: belong to the
subcontracting company.* subcontracting company.
4. Workplace: decided by the client 4. Workplace: decided by the
company. contracting companies. **

31 MARTINS CATHARINO, J. El régimen juridico de lampresas de trabajo
temporal. REDT. No. 11 pp.331-342.

35




5. Salaries and working conditions: the
same the client company gives his
workers, except when there are
objective causes for differences.

6. Subordination:

- Power of direction: in the hands of
the client company.

- Power of control: in the hands of
the subcontracting.

5. Salaries: set by the subcontractor.

6. Subordination: workers are under
the exclusive control of the
subcontractor.

7. Responsibility and Own Resources:
The subcontracting company
carries out the activities on its own
risk. It has its own financial,
technical, and material resources.

1. Artificial Persons:
- General Society Law

1. Natural and Atrtificial Persons

Subjects - General Cooperative Law
2. Exclusive social object: rendering
labor intermediation services.
- Temporary services. - Complementary services.
Activities - Complementary services. - Highly specialized services.

- Highly specialized services.

Limitation Percentages

20% of the total workforce, only for
temporary services.***

There are no limitation percentages.

Prohibited cases

- To cover for personnel on strike.

- To cover for personnel from
another service company or
workers cooperative.

No limitations

Joint Liability

Client companies have joint liability with
posted workers:
- For amounts not covered by
deposit
- For the time of service

There is no joint liability.

Denaturalization:
Principle of primacy of
reality

In the following cases, there is a labor
relation between posted workers and the
client company since the beginning of
the rendering:

- An excess of the limitation
percentage for temporary
services.

- Intermediation for temporary
services other than the ones that
may be covered by contracts of
incidental nature or replacement

- Intermediation for activities that
are not temporary,
complementary, or specialized.

- When the client company does
not fulfill its obligations repeatedly.

There is a labor relation with the client
company from the beginning only if:
- Personnel is posted to carry out
the client company’s main
activity ****

Registration

Labor intermediation companies must
be registered in the Registro de
Entidades ante la Autoridad
Administrativa de Trabajo

Registration is not a requirement

Subcontracting entities obliged when

No requirement.

Deposit they subscribe intermediation contracts.

* Partner-worker relationship, in the case of Workers Cooperatives.

ki Since Outsourcing is the “externalization” of part of the productive process, it should imply that the service
rendered be made outside the main company.

Fkk The 20 percent limitation percentage is excluded if the subcontracting company has technical autonomy and

responsibility in the development of activities.
*x  This does not mean that a main activity may not be outsourced as “part of the productive process,” that is on the
risk of the subcontractor.
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3.4. Legal Framework — Law N° 27626 and Regulation (Supme Decree 003-
2002-TR)

3.4.1. Labor Intermediation

The Law N° 27626, named “Ley que regula la actigdida las Empresas Especiales de
Servicios y de las Cooperativas de Trabajadoresiw-lfor the regulation of the
activities of Special Service Companies and Workéooperatives (henceforth the
Law), and its regulations contained in Supreme Bedt° 003-2002-TR, are the central
legal devices that regulate labor intermediatioRénu.

These sets of laws not only regulate the activinéscompanies and entities that
participate in labor intermediation, but also tights of the workers involved and the
limitations to the relationships.

a. The Law’s Scope and coverage (Articles 1 and 2)

Object To regulate labor intermediation in the privaéddr regime and to protect

workers’ rights.

Subjects Service companies constituted as artificial pessaccording to the

Ley General de Sociedades (General Law of Socjeteshe la Ley General de

Cooperativas (General Cooperatives Law), and whave as their main purpose the
rendering of labor intermediation services.

b. Definitions (Decree Art. 1°)

Main activity: it is the activity inherent to the company’s lio€ business, that is, an
activity on which the company depends. For example areas of general
management, finances, and human resources in astirad company.

Complementary activityit is a secondary, ancillary activity, not rett® the client
company’s main activity. For example: security,imenance, cleaning, and courier
activities.

Highly specialized activitiesit an ancillary, secondary activity that demaradsigh
level of technical, scientific, or qualified knowlige. For example, special maintenance.
Workplace the workplace in a client company.

Center of operationg he workplace is outside the client company’skptace.

c. Entities (Articles 2, 11, 12, 13, 14, and 14 of THeaw, article 2 of the Decree)
Entities are the artificial persons legally conggtl according the Ley General de
Sociedades, or the Ley General de Cooperativa$ &uitties must have, as their main
purpose, the rendering of intermediation servites, is, temporary, complementary, or
highly specialized services.

This means that such entities must not providecamtsng services, and must not carry
out activities other than the activity establislbydhe Law.

Such entities are obliged to:
Register in the Autoridad Administrativa de Trahajo
Pay a deposit to guarantee the labor and sociakrisecights of its personnel or
partners (in the case of Cooperatives), every titney sign a contract of
intermediation with client companies.
Must have assets above 45 UIT (Tax Unit).
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d. Labor intermediation Assumptions (Article 3)

Labor intermediation involves the posting of perseln to render temporary,
complementary, or highly specialized activities ethwill be carried out either in the
workplace of the client company or in the centeopérations.

The Law clearly states that posted workers must@mder permanent services related
to the main activity of the client compgng violation of this is a denaturalization (a
topic we will discuss below)

e. Prohibited cases (Articles 4 and 8, and Article 6fdhe Decree)

The intermediation will be null if it was intendeéd, or effectively does, infringer
limit the exercise of the collective rights of the waskéhat belong to the client
company or the entities that carry out intermedratctivities. Nullity will be declared
in a lawsuit.

A case of “infringement” would be, for instance, topede workers to reach the
minimum number to form a union. An example of ‘fiaion” would be to transfer

contracted workers to modality, to have them wdwmough a service losing their right
to be union leaders.

The client company may not contract an Entity (®encompanies or cooperatives) in
the following cases: (i) to cover for personnel stnike; and/or (ii) to cover for
personnel in other service companies or coopemative

f. Denaturalization of the conditions for labor intermediation (Article 14°,
Decree)

The following cases are considered denaturalizatases:
When the workforce posted exceeds the limitatiomcgrggage for temporary
services.
Intermediation for temporary services other thaoséhthat can be included in
temporary or replacement contracts.

Intermediation for non temporary, complementargecialized activities.
The client company’s repeated non-fulfilment of wbligations, verified by the
Autoridad Administrativa de Trabajo.

In cases or denaturalization, and applying thecgslas of primacy of reality, it will be
understood that workers have had contracts witltlibat company since the date they
initiated working in such company. In other wordgjirect labor relation between the
worker and the client company is constituted.

g. Joint liability (Article 25°)
It is responsibility of the client company onlytife deposit made by the Entities is not
sufficient to pay for the labor rights owed to therkers posted in the former.

Such responsibility is limited to the amount nove®d by the deposit and for the
period of time worked in the client company.
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This means that the affected worker may sue arlgeofoint debtors (Entity and Client
Company) or both simultaneously. In case the tibempany pays for the labor rights
demanded, it may sue the Entity for that amountoorthe part not covered by the
deposit, whichever case applies.

h. Limitation Percentage (Article 6 of The Law, and Atticle 3 of the Decree)

The number of workers of service companies or cadpes that may render services
in client companies as temporary servieeast not exceed 20 percent of the total
workforce of the client company.

This 20 percent may only be made up of personnel @arry out temporary activities,
that is, the percentage is only applied to thermégliation of replacement or occasional
contracts.

Such percentage will not be applied to complemgnterspecialized services if the
service company or cooperative assumes technitahaeny and responsibility for the
development of its activities.

3.4.2. Outsourcing (lll Final Regulation and Article 4 of the Decree)

Under outsourcing, some of the activities of a campare carried out by third
companies, but under conditions and requirements/lv@liscuss. Outsourcing is not
specifically regulated by the Law of Intermediatiiaw N° 27626), but has been
stealthily introduced in our legal framework in theird Final Regulation of The Law,
and article 4 of the decree (Decreto Supremo N:ZD2-TR).

a. Services by third parties

Article 4 of the Decree establishes 5 types ofitparty services (management contract,
Contracts for the provision of a specific servicetlte completion of a specific work,
external outsourcing, civil contracts in which ardhparty assumes part of the
productive process, and services provided by cotiigaor subcontracting companies).
Each type of contract has peculiarities clearlyaldshed by the norm. We eill only
discuss those related to outsourcihg.

Outsourcing includes the cases when a company steitran integral part of the
productive process, which may be carried out of thent company, to another
company. However, some of the cases detaileceinepulation seem to imply that part
of the productive process may be carried out irctiemt company.

The activities provided by the subcontracting conypar outsourcer, are not typified,
they may be main or secondary activities, which egates conflicts; the use of
outsourcing may denaturalize the contents of thg de Intermediacion Laboral. In
other words, making use of outsourcing, compangese the control and formality

32 The regulation speaks of an “external” outsourcingich seems to imply that the
workplace is different, or external, to the cli@mmpany’s. However, the regulation
also speaks of the case when a third party is actetl to assume an integral part of the
productive process, which seems to imply that autsng takes place in the client
company’s workplace.
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established by Law, which means that outsourcing make labor more precarious and
unstable.

It is difficult, however, to apply the correspongdisanction (that is, to declare the
existence of a labor relationship between the tleempany and the worker) because
under outsourcing, while the providing company ragry out the main activity of the
client company, its object is not to provide or tppsrsonnel. Outsourcing thus escapes
the scope of the Law.

b. Requirements for Outsourcing

There are two kinds of conditions for outsourcifidney are classified into essential and
coadjuvant conditions.

c. Essential elements

Subcontracting companies must meet these requitsiegcause there are imperative

conditions:
Assuming activities on their owrall the expenses related to the object of the
contract must be assumed by the providing compdingnsportation, for example.
Assuming risks on its ownthe economic damages generated by the contracted
service must be assumed by the providing compamiythe client company. The
opposite would be a case of simulation of the usedality.
To Have its own financial assetthe financing of the service rendered must be
assumed by the providing company, and not with acwgayments by the client
company.
To have technical or material resourcéise providing company must have the
machinery required for the service, as well asitfs#ruments and other material
resources required.
Workers must be under the exclusive control ofsiwice companyThe providing
company keeps faculty to direct, control, and dancthe personnel that provides
the service to the client company.

d. Coadjuvant conditions

These conditions are not imperative, but theirgmes is evidence that a process of

subcontracting is not a simple posting of persannel
Plurality of clients the providing company must render its serviceseteeral client
companies. This condition neutralizes the possibdf exclusivity and thus, of
simulation. If the rendered service is exclusmatsourcing would not make sense,
and there would be a direct labor relationship leetwthe workers and the client
company.
Own equipmentThe instruments or resources used by the workérd process of
rendering his service (tools, clothing)

Payment for the product or servidde payment must not depend on the number of

workers, but on the result of the service.

As we have seen, the flexibilization of Labor Lappeaars in a context of globalization
in which companies want to maximize their resouaras reduce costs New modalities
of service rendering alter the original employerkes relationship.
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The modalities of service rendering discussed alaweepart of subcontracting: labor
intermediation and outsourcing. Besides their ati@ristics, it is necessary to discuss
if they are in agreement with the principles of tindinary labor regime.

To that effect, we must say that Labor Intermedigtspecially outsourcing, make labor
precarious and unstable. We say this becausdiém: companies (which are the final
beneficiaries in subcontracting) use those modalito contract “workers” under civil

contractual schemes; that is, they pay a fixed amdéor the service and avoid the
“heavy” economic and social load of the ordinafydarelationship in the hands of the
contractor.

Contractors are to fulfill the role of employer,dawill constitute a company with the
main object of hiring workers under the minimum gibke labor conditions. This is
essential for contractors to offer a cheaper andréntompetitive” service to the client
company, and to obtain benefits.

The effect of this logic is that the contractor Ivilre personnel applying the lowest
labor benefits allowed by law, and using flexibledalities of contracting included in
the Law, such as the contracts subject to mod@étyporary)

Subcontracting, therefore, is a legal concept lib@éens ordinary labor regime, which
ultimately affects workers. Below we pres@iatble No. 11 which shows the number of
companies that carry out labor intermediation &tidis.

Table No. 11

Companies and other entities that carry out labormtermediation activities in
Peru, up to October, 2004

OTHER URBAN NACIONAL URBAN
PERIOD LIMA (%) PLACES TOTAL
REGISTRY 139 150 289
e 2003 (nov-dic) 26 25 51
e 2004 (ene-oct) 113 125 238
RENOVATION 353 203 556
e 2003 (nov-dic) 19 11 30
e 2004 (ene-oct) 334 192 526
TOTAL CURRENT
REGISTRIES 492 353 845
Companies Cancelled 2003-2004
CANCELLED
REGISTRATIONS
2003 (Jan.-Ded2 8 7 5
2003 (Jan.-Ded3 122 125 247
2004 (Jan.-Oct/2 3 3 6

SOURCE: DNPEFP

Note: A registration is valid for a year.

(*) Includes Metropolitan Lima, Callao, and Huacho.

1/ This information refers to entities and labdemmediation companies registered in the Registro
Nacional, it excludes branches, offices, and agsnci

2/ Total companies cancelled by Directorial Resotut

3/ Total companies automatically cancelled forneoiewing their registration.
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3.5 Hugo Wilfredo Macuri Flores’s Case

We will now present a legal analysis of the caseawofex-employee of Industrias
Pacocha S.A., which describes the situation thekeverof such company are, once it
was purchased by Alicorp S.A.A.

Facts:

1) In December 2000, Pacocha Industries, memb#reotUnilever Group, was bought

by Alicorp. There was an agreement signed betwemtodha and Unilever, which

regulated the transfer of the Pacocha Plant. Theeatent specified the obligations of
both parts regarding the workers of the transfeplaht. These duties included the
transfer of the employees from Pacocha to Alicorpwo categories: assumed and
transferred employees. The first group would haae to resign from Pacocha in order
to enter Alicorp as new workers. The second graifigrs to those that did not accept to
resign.

2) Mr. Hugo Wilfredo Macuri Flores worked at Pacadndustries from February 26,
1975 to December 31, 2000. On thd'28 December, 2000, Mr. Macuri accepted to be
an assumed employee by Alicorp, signing his resigndetter from Pacocha, which
included several social benefits.

3) From January 03, 2001 to March 13, 2001, he ®ear&t Alicorp Company. He
presented his resignation letter and quitted the jo

4) On March 14, the company accepted his resigmagitber, pointing out that his last
day in the company was March 15. That day, Mr. Miasigned a settlement for S/.
25,841.93, as gracious amount for the total timebkked at that company.

5) The worker sued both, Pacocha Industries anco/di on March 20, 2002. Before
the Huaura court, Mr. Macuri demanded: (i) The tminsement of social benefits (ii)
The refunding of tax returns, and (iii) the paymehprofits sharing. The total amount
of the demand was S/.35,000.00.

6) The Jury admits the lawsuit as valid on June2002 and notifies the parties.

7) Alicorp answers the demand, and poses thregptzns
- Exception of incompetence: Alicorp argues that ¢bart may not settle the tax
withheld in excess and demand its payment to thiehwiding agent.
- Lack of Legitimacy Exception, for the defendantaeting the payment of social
benefits.
- Exception of obscurity or ambiguity, in the workedemand, because it is against
two companies for whom he worked in two differeatipds.

8) On August 21, 2002, Pacocha presented a inhybiemuest before the Lima Labor
Court, which accepted it. The case file was thent s®the 28 Labor Court of Lima.
Along with the inhibitory request, Pacocha enclogedprivate agreement it had signed
with Alicorp. The agreement addressed what Pacecbhligations with the workers
were assumed Alicorp’s obligations.
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9) On the Lima Labor Court, Pacocha Industries feasd to be in contempt of the
court, and a Single Hearing is arranged for Apdil 2005.

10) The process is pending solution.

(For further background information on this course&asee the transfer agreement
between Industrias Pacocha and Alicorp in Annér &panish.

Case analysis:

a. Regarding the payment or refund of an illegabaressive withholding of fifth
category rents by the company:

- The Jurisdictional Joint Session N°08-99, has detexd that Labor Courts are
not allowed to set the amounts of tax withholdimgsharge of employers.

- In Fact, article 54 of the Tax Code establishes tidva administration determines
tax obligations (articles 59, 60, and 61)

- Article 38 of the Tax Code sets the proceedingsHermreturn of overpaid taxes.

Conclusion Labor Court may not settle the debt of an ovefpak and order its return
to the plaintiff. This does not mean, howeverit tthee plaintiff may not ask the tax
administration to determine the overpaid amount amdceed to the return, as
established by the Tax Code.

b. Regarding the payment of profits:

- Article 5 of the Legislative Decree 677 (revoked lsgislative Decree 892, on
Jan 01, 1997), established a regime for profit pays for dismissed workers.
Article 9 of Legislative Decree 892 substitutes theoked article with a similar
one. ltis in that sense that Annulment No.38038dune 07, 1999, is decreed.

- In the case of merged companies, the Annulment 80837, claimed by the
plaintiff, states that the payment must follow tbgime established by Legislative
Decree No0.892 for dismissed workers.

Conclusion The payment of profits would proceed if both camigs has merged or
made some kind of societal reorganization, andafits had effectively been generated.
If no form of reorganization had taken place, and of the companies the plaintiff had
worked for had generated profits, the regime oficdet9 of the Legislative Decree
N0.982 would apply.

c. Regarding the payment of social benefits:

- The plaintiff claims he received S/.25,219.04 aacmmus amount, but that he
should have received the amount of S/.28,000.06coAling to Article 57 of the
Texto Unico Ordenado de la Ley de Compensaciofmnpo de Servicios (D.S.
N°001-97-TR), the amounts courts may impose Hidute from such amount.
(Annulment No. 246-2002, Arequipa September 062200
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- Therefore, if the court determines that there is@ount the company has to pay
as social benefits, the amount paid graciously didwave to be deducted, and the
remaining amount would have to be collected thraihghcourts.

Conclusion:

This case shows how the sale of Pacocha Indusepesented a conflict for the cited
worker, because after he resigned from Alicorp, dwaluated that the settlement
procedure had not fulfilled the labor regulations.

The worker stated that Pacocha Industries did pilyehe labor norms correctly for his
termination, and therefore he had to set his clamsuing both Pacocha and Alicorp.

Regarding the possibility for Mr. Macuri to make cé&aim through the internal
procedures of Pacocha, we have to consider thagieement signed between Pacocha
and Alicorp did not specify whether Alicorp tookspmnsibility over the benefits’
payment of assumed workers.

Mr. Macuri stated that Pacocha never explainethallconsequences of resigning. They

did not explain either the claiming procedures lideo to obtain the labor benefits (i.e.
social benefits, profits sharing, etc.) derivedvr@bor relationship.
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IV. Unilever and Corporate Social Responsibility

The term Corporate Social Responsibility (CSR)nsefe the concept of business being
accountable for how it manages the impact of itscgsses on stakeholders, social
actors directly or indirectly related to the comyaractions. In the following pages, we
will discuss Unilever's policy regarding this newonception of entrepreneurial

development.

4.1. Unilever's Corporate Philosophy and CSR

“... To succeed also requires, we believe, the higlastiards of
corporate behavior towards everyone we work with, t
communities we touch, and the environment on whiethave an
impact.”

(Environmental Report 2004

With this declaration, Unilever presents itselfaasansnational company committed to
CSR, adopting it as part of a corporate model weks to: (i) consolidate the
company’s presence in the world market, (ii) insgedis competitivity, and (iii) assure
its long term sustainability.

CSR is a new business conception by which the campsa not only committed to
obtaining profits, but also to satisfy needs. sltdifferent to philanthropy, which is
based on voluntary assistance to certain socialpgto Therefore, CSR requires the
identification of stakeholders who are affectedthy company’s activities, and whose
needs must be integrated into the company’s comateoperations, in order to
generate a favorable environment for its advardmilever's CSR policy acknowledges
the company’s commitment in its relationships withe government, shareholders,
consumers, suppliers, workers, the environmenttlaadommunity.

This strategy is described in its Corporate PoliCpde of Business Principles, and
Annual Reports about Environmental and Social RoligVe will briefly describe the
commitments taken by Unilever with each of thegerac

4.1.1. The Government

Being a transnational company, Unilever has a w#e of influence, which is larger
than the headquarters where corporate decisionga&en. Unilever's growth in

different places of operation requires adaptingdbmpany to different national civil,

labor, administrative, and societal legislation€ompliance to the legislation is the
responsibility of the company’s personnel in eVerel.

Unilever’s corporate policy includes the promotend defense of its legitimate
business interests. This means that “Unilever eaitbperate with governments and
other organizations, both directly and through bediuch as trade associations, in the
development of proposed legislation and other @grs which may affect legitimate
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business interests’® Unilever also declares that it neither suppooltipal parties nor
contributes to the funds of groups whose activtiesscalculated to promote party
interests.

4.1.2. The shareholders

The company’s social responsibility regarding thearsholders is expressed in their
provision of timely, regular and reliable inforn@ati on the company’'s activities,

structure, financial situation and performance lloshareholders. The shareholders
must agree to follow the principles establishedtlom company’'s Code of Business
Principles, in order to develop beneficial relasbips for all parts.

4.1.3. The consumers

According to Unilever's Code of Business Principldse commitment the company
maintains with its clients is related to the qualitf the products and services the
company offers: Unilever is committed to providing branded produatsd services
which consistently offer value in terms of price @uality, and which are safe for their
intended use. Products and services will be acelyand properly labeled, advertised
and communicatéd

In that sense, Unilever's commitment is orientethtwease the accessibility and quality
of its products through such variables as pricesgnmtation, ingredients, production
processes, among others. Unilever gathers infoomatbout the social and economic
situation of the countries where it operates, agthe minimum salary and the rates of
malnutrition. Based on this data, Unilever desighategies adapted to the local
socioeconomic conditions; thus, for instance, imellgping countries, Unilever offers
low priced products, and enriched with vitamins amderals.

The nutrition, hygiene and personal care of congange an important issue for the
company. It thus develops: (i) research and deveémt; (ii) control systems managed
by external specialists and through Unilever's §afend Environmental Assurance
Centre (SEAC); (iii) nutrition programs through noafs and guidelines prepared by
Unilever's Food and Health Research Institute, laaged on the guidelines given by the
World Health Organization and other health bodas], (iv) partnerships for projects
for the improvement of hygiene and health at home.

At a corporate level, Unilever views publicity as aformation tool used to build

consumer’s confidence in their brands and produtisilever wants its advertisement
to be “legal, decent, and honest,” principles dithed in Unilever's national and

international Codes of Business Principles. Umtelvas thus supported initiatives to
develop a framework for responsible food and beyeraommunications by the

International Chamber of Commerce.

4.1.4. Suppliers

According to its Social Report 2004, Unilever h&stlilousand business partners across
its chain of production, which carry out approxielgt15% of its total production.
Unilever is committed to establishing relations hwits suppliers to raise quality

3 Unilever's Code of Business Principles.
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standards, to improve efficiency in its activitiegd to increase its participation in the
market.

Unilever’s Business Partner Code sets out its égfieas that key suppliers and other
partners adhere to business principles consistigntta own on key points covering
business integrity, labor standards, consumerysafet the environment

Additionally, Unilever has set up a new approvabgass for suppliers, to assess and
rate their compliance with its business principl@his process was initiated in 2005,
with the assessment of “first-tier” suppliers. ldmer expects to work with its partners
to comply with the requirements and standards bskedal by the company and to
achieve the desired level of performance.

4.1.5. Employees

Social Responsibility policies adopted by Unilevegarding its employees include
working with employees to develop and enhance eexttividual's skills and
capabilities, to encourage them to learn continlyoarsd to provide them with safe and
healthy working conditions.

The company has established a community of leamoaglemies for professional skills
training in finance, human resources, informatiechhology, marketing, supply chain,
and customer development. Unilever’'s operationsutiinout the world are regulated by
the operational standards set in the Code of Basifeinciples, and the local laws and
regulations of the countries in which it operatda. the Code, Unilever states that it
respects such principles as: (i) the rights of @ygés to freedom of association, (i)
fair, non-discriminatory treatment to employees) {he implementation of health and

safety standards (for which Unilever has elaborat®dccupational Health & Safety

Framework Standards), among others.

Unilever's interest for the risks of diseases sashHIV/AIDS is worth mentioning.
Unilever has launched programs of health educaasnwell as to secure appropriate
treatment to its employees at all stages of theadis. Such policies are aligned with the
key principles of the ILO Code of Practice on HIVIDS.

Unilever has also surveyed over 100 thousand erapkywith an 86% participation
rate. The survey allowed employees the opportutntyomment about Unilever's
changes in the organization and management ofutbiedss.

4.1.6. The Environment

Regarding the environment, Unilever has a corposatgegy for agriculture, fishing,
and water. Such environmental priorities werecsgtsidering the company’s line of
production (food and personal care), and initiagiabout eco-efficiency and innovation
in manufacturing have been implemented.

Unilever emphasizes its commitment to making camus improvements in the
management of its environmental impact and to tmger-term goal of developing a
sustainable business. Unilever states it worksartngrship with others to promote
environmental care, increase understanding of enmiental issues and disseminate
good practice.
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This strategy is being implemented across its cludiproduction, based on active
communication with its consumers, and on compliawdé requirements related to
environmental care. As part of its corporate polidnilever has developed actions to
guarantee its environmental responsibility, suchthesimplementation of Unilever’s

Safety and Environmental Assurance Center (SEA@),nilever Environment Group

(UEG), and systems of environmental managementyelk as the participation of

external advisors.

4.1.7. The Community

As part of Unilever’s social responsibility towarttie communities in which it operates,
the company has a commitment to work as an integaat of society with the

government, the citizens, and existing organizatiotnilever believes this approach
allows for the maximization of the company’s cdoitions to the community’s

welfare.

With the government, Unilever participates in therpotion and implementation of
public policy related to business interests. Wailizens, as consumers, through
research and the development of techniques and timolimprove the quality of
products. And, finally, with organizations, suchMGOSs, guilds of entrepreneurs, and
world organizations, establishing partnerships i@vof of human rights, the
environment, and against corruption. Regardingldfter, Unilever is part of United
Nations Global Impact.

4.2. Corporate Social Responsibility (CSR) in Unileer Andina Peru

As we have previously stated, Unilever has a somaponsibility policy at the
corporate level regarding seven actors. Such paidiie framework for the actions of
each of Unilever’s subsidiaries in the countrieereht operates.

There is no information about Unilever's CSR pdgiin Peru. However, Unilever’s

social actions in the areas of education, the enment, and support to homeless
children are well known. These activities aretetlao the concept of philanthropy, and
are carried out as part of an integral social suppl@an. Mr. Norberto Rossi, General

Manager of Unilever Andina Peru for the 2000-20@4q, stated:

"We relieve that social work is a fundamental pafrour mission
as a company. We have always been part of seweahl

activities directed to improve education, the eonment, and to
support homeless children. These will be contisuactivities,
because we are developing a plan to direct all support to
certain social work.*

That is why, as part of our research, and to krfeevabor conditions of the employees
across the chain of production of Unilver AndinalReve decided to analyze the CSR
policies of the companies who supply Unilever.

% Interview to Norberto Rossi, General Manager oflé&ler Andina PerG until January
2005. Classis News. Revista Bimestral, afio 2, ldEhero-Febrero 2004.
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Suppliers play central roles as part of the pradactnd distribution strategies of
transnational companies, and as a vitalizing elérokthe productive apparatus. In the
first case, they allow the company that heads tbduyzctive chain to focus on their main
activity, externalizing all services no relateditt® expertise. On the second case, they
allow for the exchange of technologies that pronibteincrease of competitivity and
productivity of the chain of production.

Outsourcing, however, also has negative conseqaentecludes a substitution of part
of the workforce of the main company for workforogka third one. This means a
decrease in the costs of the main company, whiclssthe salaries and social benefits
of the employees that are separated from the coynpamelocated in new areas of
production. Workers of outsourced companies fratjyehave lower salaries and
benefits, and have worse working conditions in: kirgg hours, overtime, employment
stability, rights related to training, illnesseadaother causes of absenteeism from work,
among other®> Besides de decrease in the workforce, outsourgiegerates its
fragmentation, limiting the promotion of union lead, and reducing its power of
action.

Unilever promotes certain principles and valuepas of its CSR policy, which involve
different actors across its chain of productiond avhich are listed in its Code of
Business Principles. Regarding its relationshifhwuppliers, the company has also set
up the Business Partner Code, by which supplyimgpanies must agree with a set of
standards to meet the performance levels desiretrblever. These standards are
related to the productive processes as well astiwitprinciples Unilever advocates.

We decided to assess compliance to those principfesompanies outsourced by
Unilever in Peru, with a focus on labour issues.

% STOLOVICH, Luis. “La Tercerizacién ¢ Con qué se e@h CIEDUR, Montevideo,
Uruguay. [sf]. Available in the Red de Bibliotecdstuales de Ciencias Sociales de
América Latina y el Caribe, of the Red de Centrasrivbros de CLACSO.
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5 Research on labour relastions and employment coitgbns
5.1 Research method

The companies identified as suppliers in Unilevadiésa Peru’s chain of production are
Alicorp S.A.A. and Demsa. Alicorp has 1816 emplege28 officials, 695 employees,
and 1093 manual workers; along with 592 temporargleyers. Demsa has a total 425
employees: 7 officials, 301 employees, and 117 mlanarkers.

We decided to apply a survey to a representatingkeaof manual workers of Alicorp
S.AA. The results of the survey allow us to assé®e company’s labor regime
regarding the following topics: working day and wiog hours, labor relationship with
the company, level of salaries, bonus remuneratisasctions, freedom of association,
illegal firing, discrimination, labor inspectionsjealth and labor security, and
environmental practices.

For the Spanish questionnaire that was used fosttity, see annex 3.

5.2  Application of the research method
To apply our survey, we contacted workers and fomvarkers of Alicorp.

We have to mention that, during this process, \@enked that a union might be formed
in this company. Since Alicorp held an apparerstility towards union representation,
and we did not want to alert the company abouttbekers’ intention to form a union,
contacting workers became a difficult and delicatdter

We offered the workers who informed us about thgdiom assistance about the
formation of unions and support in case the compastgd against them (sanctions,
dismissals, etc.)

Taking this difficulty into account, as well as twerkers’ fear of retaliation, we applied
the survey to 15 workers from the two plants lodateLima:

COPSA plant, located in Callao, dedicated to thadpction of oils, edible grease,
sauces, and soaps.

The Faucett plant, located in Callao, dedicatetthéoproduction of flour, pasta, and
candies.

Additionally to the surveys, we sent Alicorp S.AAGeneral Manager a request for an
interview. We intended to validate the informatotained through our survey. Our
request, however, was not answered, which showshbkacompany was unwilling to
talk about the working conditions of its employees.

We will now present the results of our survey tacéip’s workers, divided according
to topic areas.

53 Results

The results of our survey lead us to the followdgclusions:

50



Characteristics of Surveyed Workers

The workers surveys have the following charactiesst

- They are all male. While we did not contact fematekers, at least five workers in
the COPSA plant mentioned that approximately 50 ewwmvork there. The
remaining 10 workers surveyed, who belong to thacEt plant, stated that no
women worked in that plant.

- Workers’ ages are between 20 and 40 years. In, Rérthe population above 14
years of age are considered as economically apyeilation (EAP), or able to
work. Our sample is within that margin.

- The time of service of surveyed workers is betwkeand 30 years. Ten workers
stated they were working for the company for |ésmtten years, and five said they
were working for the company between 10 and 30syeafhis data leads us to
conclude that there is a high level of rotatioriia company, especially in the least
specialized jobs.

- They are all manual workers subject to the modaditydirect contracting. This
category groups manual workers who work for a mubl private employer and
receive a weekly salary.

- According to the direct contracting modality, neeirmediary should exist between
the company and the worker to establish the laktationship. This excludes
outsourcing and labor intermediation.

- Only one of the 15 surveyed workers declared tcehaad experience as a union
member during his time working for the Embotellaldratinoamericana S.A.
(ELSA) Company.

Freedom of Association

One of the surveyed workers declared to know asmgit to form a union in Alicorp
S.A.A., although he did not offer any details oattmatter. The other workers said they
had no knowledge about the possibility of formingrgon.

Although we do not have solid information, the mdcattitude of workers during the

process of gathering information for this studypwbk us to understand the company’s
posture. Thus, for instance, we perceived a gamethfear among workers of sanctions
for participating in our survey. The workers thettus know about the possibility of the
formation of a union requested confidentiality. Yheared a reprisal from the company
against them and against those who wanted to dieatenion.

It is also necessary to add that it was importankriow the deal of knowledge that

direct workers had about outsourced workers exjstirthe company. They thus did not
know if outsourced workers could, or were willir@y be unionized.

Working Day

The working day established by the company compligls the laws and regulations,
that is, 48 hours a week. A normal work week cdasi$ six days of 8 hours. However,

% Definition used by the Ministerio de Trabajo YRocién del Empleo (MTPE).
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this quantity of working hours a week may be cogdrg workers in different shifts and
schedules. For example, the company has set uppnme cases, atypical working
schedules that includéen hours during some workdays, and 8 hours duringa
weekend day (either Saturday or Sunday) The shift and schedule is set by the
company considering the labor assigned to eachawork

Twelve of the surveyed workers declared they wor&edours a day, and the others
have 10 and 8 hour shifts. These three workere loiféerent working hours during
weekdays. They work 10 hours from Monday to Fridaythe shift assigned to them,
and 8 hours during weekend days. This is in acoeitt the atypical workday
established by the company.

An atypical workday exceeds the normal workday, whih is 8 hours a day, but
does not exceed the maximum 48 hours a weekccording to Pasco Cosmépdiis
this workday may be applied “in cases of oil or mgncamps, in fishing workdays, and
in a large number of situations in remote or iswalbcations where it is necessary to
modify the regular alternation between working #&idure time...” This is because the
notion of leisure or resting time must contemplhte complete recovery of the energy
invested in work.

It is necessary to mention, however, that this tgpeorkday is not exclusive for the
tasks mentioned above. Current national legisiatibows for the implementation of
this mode as far as the total weekly hours do ro¢ed 48:

“Employers may reduce or increase the number ofsday a
working week. Employers may prorate the hours e t
remaining days of the week, and the prorated howils be
considered as part of the ordinary workweek, whichy not
exceed 48 hours a week. In case of accumulativatygical
workdays, the total number of working hours per kvegy not
exceed 48 hours. (Art. 2°, D.L. 854)

In the case of Alicorp S.A.A, the workday imposed workers, by whickthey work
more hours from Monday to Friday, and fewer hours diring weekend daysallows
workers to have more leisure time with their fagslduring weekend days.

It is necessary to mention that compliance of waykhours does not exclude the
possibility of overtime. Ten of the surveyed waekdeclared they worked in shifts or
schedules after their regular hours. As we wilblai below, o possibility to reward

overtime is to award free days. This may explairywinore than half of the surveyed
workers declared they have worked overtime.

Level of Salaries

3" PASCO COSMOPOLIS, MaricContratos de Trabajo de Jornada Atipica. Atipicidad
en los dos extremos: Jornada Parcial y Jornada Adativa.
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Eight of the surveyed workers receive a daily wagder 25 soles, while the remaining
seven receive a wage under 35 soles. These abasiesalaries workers receive, that
is, the amounts do not include complementary rematio®s that vary according to the
characteristics of the work done, the personal tmmd of workers, or the financial
situation of the company. Therefore, it is difficto give an accurate estimate of total
remuneration structure of Alicorp S.A.A. Companigenerally have variable or
occasional remunerations, established according factors such as seniority,
performance, among others; or bonuses for trarepamt lunch, uniform, among
others. Variable remunerations are also givem¥ertime and similar causes.

In spite of the different wages declared by thevesyed workers, the estimation of the
total monthly salary —considering the working hodeslared— allows us to conclude
that the salaries received by surveyed workersliao#p S.A.A. are higher than the
minimum wage established by law. According to Bexreto Supremo No 016-2005-
TR (December 29th, 2005), the Remuneracion Mininial Mminimum wage) is
currently S/. 16.66 per day. The wage at Alicospekpressed in days or hours,
depending on the worker’s shift or schedule, arel tbspective value is obtained
dividing the ordinary weekly, biweekly, or monthlgmuneration by seven, fifteen, or
thirty, respectively, for the day, and dividing ghamount by the number of hours
included in an ordinary workweek for a certain wark

According to labor statistics published by the Mierio de Trabajo in December, 2004

- The average monthly wage for manual workers whokwor companies of 50
workers or more is 985.15 nuevos soles, that i3 BRevos soles per day. That
means that only seven of the surveyed workersvedea wage above or near the
average.

- Similarly, if we compare the wages received by syed workers to the average
wage received by workers in the same field, onbséhworkers holding a wage is
between 25 and 35 nuevos soles are above the avetaghis case, the average
monthly wage for manual workers in the industreadter is 854.79 nuevos soles.

On the other hand, the information about the warksalaries allows us to establish that
their hourly wage is between 1.75 nuevos soleglEaning personnel and 4.18 nuevos
soles for machine operators. The average hourlgewaceived by the surveyed
workers is 2.86 nuevos soles, and is 54 percenerldhan the value of the Canasta
Minima de Consumo (Basic Market Basket, BMB) peurhin Metropolitan Lima,
which is 6.19 nuevos soles. The BMB per hour espthe income per hour required to
afford the minimum nutritional requirements of s and proteins for an individu&.

The Ministerio de Trabajo y Promocién del EmplecT@E) establishes the following
classification for quality of jobs in Metropolitdnima:

38 Ministerio del Trabajo y Promocién del Empleo.
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- High qualityjobs, where workers of the formal sector concéettavho have labor
rights and protection, and whose income per hoab@ve the Basic Market Basket
per hour (6.19 nuevos soles).

- Good qualityjobs, which include workers whose hourly incomeal®ve the Basic
Market Basket per hour (6.19 nuevos soles), mayay not belong to the formal
sector, and may or may not have social benefits.

- Medium qualityjobs, which include workers with hourly wages be¢w half and
one Basic Market Basket per hour, that is, betws88 and 6.19 nuevos soles, and
present similar characteristics to workers withaygaoality jobs.

- Low qualityjobs. In this case, workers receive a wage uhdéra Basic Market
Basket per hour (3.09 nuevos soles), and may obelong to the formal sector or
have social benefits.

- Very low quality jobs. Includes workers who receive a wageler half Basic
Market Basket per hour (3.09 nuevos soles), andaddoelong to the formal sector
and do not have social benefits.

Based on this classification, we can conclude éigit of the surveyed workers have
low quality jobs, because their hourly wages are below h8sic Market Basket per
hour (3.09 nuevos soles), while the remaining sénaremediumquality jobs, because
their wages are between 3.09 and 6.19 nuevos sbidbese cases, all workers belong
to the formal sector, because they work for a laxg@pany and have a direct contract
relationship with it. The information about sodwnefits will be analyzed below.

Regarding changes in the wage regime establisheitidogompany, thirteen workers
stated that no changes had occurred in the pasy@ars, while two said they did not
know of any change made at all. The company doéegnovide information about its

labor regime to the Comision Nacional Supervisora Bmpresas y Valores

(CONASEYV). At any rate, the possibility of a redoatin wages is small, especially
considering that, by the end of last year, the €mnde Ministros approved the decision
to increase the Minimum wage to S/. 16.66 per da&iis increase sets the minimum
wage 9 percent above the former wage, and meand.33. additional per day.

Companies will have to increase the daily wagesrder to adjust to this decision.

Regarding the additional remuneration workers keceior working outside their

workday or schedule (overtime), ten workers stabtey made extra hours. Only 5 of
them declared they received additional remuneraitioexchange of their additional
work, while the other 5 declared they did not reeadditional remuneration. However,
this latter workers did not give any further detaibout this situation.

According to Labor Law, overtime work must be comgesed with a minimum 25

percent surcharge over the value of an hour forfiteetwo hours and a minimum 35
percent surcharge over the value of an hour forailditional hours that exceed the
workday hours. Overtime, however, may be compedsaith free days, in a number
equal to the overtime.

Sanctions applied by the company

%9 The formal sector includes workers in the pubictsr, private companies with more
than 6 workers, liberal professionals and practéirs. The non-formal sector, for its
part, includes workers of medium and micro-entegsiand domestic servants.
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Regarding the sanctions applied by the companinfppropriate behavior of workers,
they range from reprimands and suspensions to skstisi Reprimand is, according to
our survey, the most common sanction applied byctirapany in the last two years.
Based on the opinions of surveyed workers, saretguch as dismissals have been
applied once or twice a year. According to theinesties, the sanctions applied are
mild because the transgressions committed by werker minor. For example, one of
the workers declared he had received a reprimanduse he was using his personal
music equipment while he was working.

When asked about the occurrence of administragigé¢ce, or legal process against a
worker, the surveyed workers responded that susituation had not occurred, at least
during the past two years. This indicates thattthesgressions committed by workers
are not serious.

Regarding abrupt dismissals, nine workers declératiat least one case had occurred
in the past two years, although they did not sgaely such sanction had been applied.
Four surveyed workers declared that no abrupt disas had occurred, and two said
they did not know if abrupt dismissals had occurred

The ignorance of some of the events within the camgp such as the occurrence of
abrupt dismissals, would be justified by the syst#mvork of rotating shifts that the
company has imposed on its workers. Neverthelessataupt dismissal does not
involve a “sanction” but an illegal labor practice.

Finally, according to the survey, discrimination d&nyy concept (race, gender, religion,
among others) is not a reason for sanctions inOANIS.A.A.

Health and labor Security

As we have mentioned previously, the labor condgifor the working mass in Peru
have become precarious and unstable, reaching my cases worrisome levels. In the
case of the wage-earning workers, the differenee/den skilled workers and non-
skilled ones are notorious, the latter being mdfected. This group of workers is
frequently exposed to working conditions that aftbeir physical and mental health

In our case, the workers interviewed are non-skilege workers, classification given

to them considering their occupational categorywaskers in the production plants,

and the wages that they receive. The fifteen warklecclared that they knew cases of
accidents in each of the industrial plants in whichy work, which resulted from the

negligence of such workers. The number of casesdofstrial accidents known by the

workers fluctuates between 1 and 6 accidents irp&st two years. However, workers
did not give any further details about type nowgsaof injures.

It is important to mention that the accidents toickhworkers refer are related to
physical health. This is because physical healthase perceivable by the workers; any
disease related to the physical appearance, oca@rtysion, cut, fracture, among others,
is of greater visibility, as compared to other tyjpé disease or effects on mental health,
such as stress.
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In the case of Alicorp S.A.A. its workers confirtmat the company conducts physical
checks, and delivers the results, even though tiess®e do not suffice in detail.

It is also important to mention that at least twspections have been carried out every
year at Alicorp (one requested by the MinisterioTdabajo, and the other by workers’
request), in order to verify the fulfillment of genal labor norms and to verify the
conditions of security and labor health. A relasibip between the number of industrial
accidents and the number of labor inspections eagskablished at Alicorp, because the
inspections produce positive effects for the waskbealth, by providing general safety
tips, and less risk in operating machines and t@dthough compliance of labor norms
has been verified, the accidents mentioned by tbhekevs were not anticipated and
prevented by the inspections. We may concludeabeaidents occur when workers do
not comply with security procedures set for thewnasecurity.

Environmental Protection

Regarding the company’s policy for the environmevtdrkers were asked if they knew
them and the tools implemented by the company. Ghestion is significant because
the concept of Corporate Social Responsibility dessathe intervention of several
relevant (i.e. suppliers, shareholders, customerd workers) actors and their
commitment for the fulfillment of its principlesifthe general well-being.

Six of the surveyed workers declared to know abtin@ company’'s System of
Environmental Management, whereas the other ningioreed not to have knowledge
of it. The workers declared not to have knowledfjéhe problems the company could
face in case of contamination, nor knew if the camphad received a sanction for
breaching regulations of environmental protectidhis shows that the company does
not establish a policy of dissemination of its gpolicies among its workers when they
relate to non-labor issues. Nevertheless, the coypaweb page does provide
information regarding the international certificats and accreditations it has obtained
as part of a process to improve its efficiencytsrenvironmental management.
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Conclusions

1.

The process of outsourcing implemented by Ueilés made through the local
companies with which Unilever maintains strategiartiperships. In Latin
America, the company has centralized and specthliseproduction and supply
strategy in 4 sectors or groups: Brazil, Chile, &rgna, and the Andean Group
(Colombia, Ecuador, Peru, Bolivia, and Venezueldie-center of operations of
this last group is in Bogota, Colombia. Additioyallthe company has
established partnerships with local companies, axhors” whose demand
holds all the chain.

With this structure in place, there are productg tarry Unilever’s logo in the

Peruvian market, but come from the countries inrdggon where the company
keeps its productive operations, and from local ganes, such as Alicorp

S.A.A. and Demsa. That means that the company ématsatized the processes
of production in the region in the plants it keequsg has externalized production
located in Peru. This way, Unilever Andina Perexslusively dedicated to the
distribution, marketing and advertisement of prdaducSuch specialization has
allowed Unilever to keep a significant participatio the market without having

a plant of production. Unilever has focused itdelfanalyze the behavior of
Peruvian consumers profoundly, which has allowetb itlelineate the actions
required to satisfy the demands of its target petpar.

. Since the total universe of workers of UnileverHaru is outsourced through

Alicorp and Demsa, this makes difficult to enfom@porate standards as well
as the very analysis of labor conditions. In ortemeasure compliance with
corporate standards we used Unilever's Code of rigssi Principles as base
indicators. Additionally, certain standards frome tlndustrial sector were
considered to compare the results of the survey

. We were able reach the following conclusions altbetlabor conditions of the

surveyed workers:

- Workers comply with the work time legally estabbsh(48 hours per week),
although in atypical schedules. The company habbkshed shifts of 10 and
8 hours a day, depending on the day of work dutiegwveek: 10 hours from
Monday through Friday, and 8 hours during the weadke

- It was difficult to determine the remuneration sture of Alicorp S.A.A.,
because there are many variable or occasionalrfathat are taken into
account to establish remunerations: worker’s ségjdevel of performance,
bonuses for transportation, lunch, uniforms, owegtiand others.

- Approximately half of the surveyed workers receigemnunerations equal to
or above the average received by employees of teggory (manual
workers) and who work for companies of more thaneb@ployees. It is
important to mention that, although some workers eamunerations below
the average for the sector, the remuneration «fuadleyed workers is above
the minimum wage established by law.

- The average daily wage surveyed workers earn i2288, an amount 54%
lower than the value of the Basic Market Basket @Mper day in
Metropolitan Lima, which is S/.49.52. Based on tdga, we can affirm that
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eight of the surveyed workers have low quality jokisce their wages per
day are lower than half the average BMB per day24S72); whereas the
other seven have medium quality jobs, since theigevlevels fluctuate
between S/.24.72 and S/.49.52.

- The sanctions for inappropriate behavior of workagplied by the company
are not serious. The most frequently applied sanstare reprimands and
suspensions. Regarding abrupt dismissals, workectarkd that only one
case has occurred in the past two years, whichl@svar occurrence than
expected.

- Regarding the industrial accidents that have taitace in the company, the
workers declared that they were caused by work®¢digence, and that the
number of accidents in the past two years is betvieand 6.

- The company promotes health checks for its empkyaed delivers test
results to them. There have been at least two latspections a year, to
verify compliance with labor norms in the countand the conditions of
security and labor health. Taking into consideratlte health checks and the
labor inspections, we can affirm that workers ao¢ aware of the labor
standards both the company and them should ftdfithe own well-being.

4. Regarding freedom association, it is necesgsanyention the unions do not exist
at Alicorp. The reasons for this are: (i) the &gyt of mergers and acquisitions
implemented by the company, which has implied tleswe of the production
plants that had unions, as was the case of CORP&K(iix the apparent hostility
towards trade union representation imposed by #mesentatives of the
company. This situation contrasts with the normgh Business Partner Code
of Unilever, which applies to Unilever suppliercbuas Alicorp. One of the ten
principles in the code readBhere shall be respect for the right of employ&es
freedom of associationApparently, the code has been ineffective in tagard.

This study underwent serious difficulties becaudetlee general attitude
perceived in the workers about the apparent Alisohwstility towards union

representation. This environment made noticeablegxample, in the workers’
generalized fear of sanctions for participatingour survey. Similarly, the

workers who informed us about the possibilities thog formation of a union,
asked for a reserved handling that information, fear of radical sanctions
against them, and against the workers who wanbrm fa union. Nevertheless,
the survey has allowed us to make an approximatedysis of the labor

situation of this company’s workers.

5. The establishment of a trade union could havsitige effects on the
processes of social dialogue with the represemsidf transnational companies.
However, apparently, at presenhiléver does not effectively ensure that its
supplier Alicorp supports the representation ofkeos by a trade union.

6. The Corporate Social Responsibility approactaldisted in Unilever's
corporate documents is not applied across allotlitain of production. The
principles established in Unilever's Code of BusmePrinciples, and other
documents related to CSR, are not expressed irdath@ conditions of the
surveyed workers. We do not have additional inftian about the application
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of CSR by Unilever in Peru, because the compantyicts information about
the activities it carries out here.

Unilever operates in Peru as a distributing compthrag keeps a commercial
relationship with local companies that are includiedts chain of production
through outsourcing. It is necessary that the @myis subsidiaries throughout
the world adhere with the corporate principles afil&er. Unilever should
assess compliance with its Code of Business Ptexijo make sure that the
rights of all actors who participate in its opevas are respected.
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Annex 1: Statistics on trends in manufacturing

indice de Volumen Fisico de la Produccion Manufartu

(Ao base y ponderaciones 1994 = 100.0)

ANOS
Cllu SECTOR - SUBSECTOR - RAMA 2000 2001 2002 2003 2004

3 SECTOR MANUFACTURA 122.9 121.9 126.9 129.9 139.3

SUB-SECTOR MANUFACTURA NO PRIMARIA 124.9 1245 131.0 135.5 146.1

SUB-SECTOR MANUFACTURA PRIMARIA 116.1 113.3 113.4 111.7 116.8
15 |Elaboracion de productos alimenticios y bebidas 121.3 117.4 121.6 122.4 128.8
16 |Elaboracion de productos de tabaco 128.9 118.0 1345 96.3 76.4
17 |Fabricacion de productos textiles 157.3 149.0 159.6 168.0 202.6
18 |Fabricacion de prendas de vestir; adobo y tefiido de piel 102.9 104.8 110.9 118.5 129.4
19 |Curtido y adobo de cueros; fabricacion de maletas y otros de talaberteria; y calzado 97.2 75.0 49.6 44.8 42.4
20 |Produccién de madera y fabricacién de productos de madera y corcho; excepto mueble 136.9 140.9 184.9 166.9 184.6
21 Fabricacion de papel y de productos de papel 221.3 220.6 236.7 240.8 273.0
22 |Actividades de edicion e impresion y de reproduccion de grabaciones 132.6 135.0 185.5 182.9 198.6
23 |Fabricacién de coque, productos de la refinacion de petréleo y combustible nuclear 100.6 104.1 104.2 102.7 99.9
24 |Fabricacién de sustancias y productos quimicos 122.3 124.2 129.3 133.1 141.8
25 |Fabricacién de productos de caucho y plastico 158.3 172.4 184.4 186.5 191.9
26 |Fabricacién de otros productos minerales no metélicos 135.3 133.2 148.1 159.0 176.8
27 |Fabricacién de metales comunes 135.0 139.9 135.9 140.1 1425
28 Fabricacion de productos elaborados de metal, excepto maquinaria y equipo 152.1 153.6 156.4 173.8 172.6
29 Fabricacion de maquinaria y equipo n.c.p. 76.0 77.5 65.3 54.0 44.3
31 [|Fabricacién de maquinaria y aparatos eléctricos n.c.p. 131.6 119.7 109.5 102.9 125.1
33 |Fabricacion de instrumentos médicos, opticos y de presion, y fabricacion de relojes 19.8 7.8 4.0 0.5 0.1
34  |Fabricacién de vehiculos automotores, remolques y semirremolques 49.1 48.9 30.0 334 40.4
35 |Fabricacién de otros tipos de equipo de transporte 25.7 27.0 36.9 37.3 38.2
36 Fabricacion de muebles, industrias manufactureras n.c.p. 99.1 97.7 101.3 102.6 120.0

FUENTE Encuesta "Estadistica Industrial Mensual" - PRODUCE
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Annex 2: Agreement between Industrias Pacocha andligorp

(Qf o 4~ 6)

CONVENIO PRIVADO

Conste por el presente documento, el Convenio que celebran de una parte,
INDUSTRIAS PACOCHA S.A., inscrita en la Ficha N° 50000997 de Personas
Juridicas de Huaura-Huacho, con RUC N° 10012856, con domicilio en
Francisco Grafia N° 155, Urbanizacion Santa Catalina, Distrito de la Victoria,
debidamente representada por su Gerente General, Sr. Ernesto Labatut Solfia,
identificado con C.E. N® N109065, y por su Director de Finanzas, Sr. Paul
Stevenson, identificado con C.E. N°. N105166, segiin poderes inscritos en la
citada Ficha (en adelante “IPSA") y de la otra parte, ALICORP 8.A., con RUC
N 10005523, domicilio en Calle Chinchén No. 980, San Isidro, debidamente
representado por su Gerente General Sr. Leslie Pierce Diez Canseco,
identificado corf DNI No. 07998094, segiin poder inscrito en el Asiento 105-c
de la Ficha N° 117429 del Registro de Personas Juridicas de la Oficina
Registral de Lima y Callao (en adelante “ALICORP"), en los términos
siguicntes: ' .

PRIMERQ: DEFINICIONES

Los siguientes términos utilizados en este Contrato tendran los significados
senalados a continuacion: )

1.1 “Contrato” significa el presente contrato.
\

|2  “Fecha de Entrada en Vigencia” significa la fecha de suscripcion del
presente Contrato, fecha en que el presente Contrato, y todos los
derechos y obligaciones de las Partes derivadas del mismo entraran en
vigencia.

1.3 “Fecha de Vigencia de Venta ” significa el dia 2 de Enero de 2001 a
las 8:00 a.m.

1.4 “Las Partes” significa INDUSTRIAS PACOCHA S.A. ¥ ALICORP S.A.

1.5 “La Planta” significa una planta de propiedad de IPSA en Huacho, que
a la Fecha de Traspaso pasara a ser de propiedad de ALICORP, en la
que se produce, entre otros produétos, aceites comestibles, grasas,

™N margarinas y jabones de tocador, ubicada en Avenida Fidelisima Villa

') N° 392-396, Huacho.

1.6 *“dias” significa cualguier dia de lunes a sabado, no comprendiendo
dentro de ellos a los dias domingos o dias no 'laborables en el
V Departamento de Lima conforme a las leyes y disposiciones del Peru.

1.7 “Los Contratos de Transferencia” significan el “Contrato de
Transferencia de Marcas” asi como el “Contrato de Compraventa de la
Magquinaria ", el “Primer Contrato de Compraventa de Inmuebles” y el
“Segundo Contrato de Compraventa de Inmuebles”, los mismos que se
celebraran entre las Partes en la misma fecha y simultaneamente al
presente Contrato.
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1.8 “Los Trabajadores Asumidos " significa aquellos trabajadores que
figuran en el Anexo 1 y que entre la Fecha de Entrada en Vigencia y la
Fecha de Vigencia de Venta hayan decidido renunciar a IPSA y hayan
aceptade ser contratados por ALICORP.

1.9  “Fecha de renuncia” significa la fecha en que los Trabajadores
Asumidos renuncien al empleo que han mantenido con IPSA.,

1.10 “Los Trabajadores Transferidos” significa aquellos trabajadores que
figuran en el Anexo I, que entre la Fecha de Entrada en Vigencia v la
Fecha de Vigencia de Venta no hayan decidido renunciar a IPSA y
quienes en consecuencia seran transferidos a ALICORP a partir de la
Fecha de Vigencia de Venta. i

.

SEGUNDO: ANTECEDENTES

En virtud de los Contratos de Transferencia, a celebrarse entre las Partes en la
misma fecha y simultaneamente al presente Convenio, se acuerda que los
inmucbles que conforman la Planta de IPSA ubicada en Av. Fidelisima Villa
N0.392-396, Huacha, asi como la maquinaria y equipos que integran la Planta
.y las marcas detalladas en el Contrato de Transferencia de Marcas, sean
transferidos a ALICORP, transferencia que entrara en vigor a partir del dia 2
de Encro de 2001a las 8:00 a.m., en adelante la “Fecha de Vigencia de Venta "

"

TERCERO: OBJETO

Por ¢l presente documento y a raiz de las transferencias de propiedad referidas
en la Clausula Segunda, las Partes acuerdan que a partir del dia 23 de
Diciembre de 2000 (y siempre que ALICORP haya cancelado el precio pactado
en los Contratos de Transferencia a esa fecha) y hasta la Fecha de Vigencia dc
Venta, las Partes procuraran que los trabajadores de IPSA que figuran en la
relacion del Anexo 1, los cuales laboran en la Planta, renuncien a su empleo al
servicio de IPSA, obligandose ALICORP a ofrecerles de inmediato empleo para
que puedan continuar trabajando pero al servicio de ALICORP como nuevo y
distinto empleador.

IPSA abonara a los trabajadores que decidan renunciar, su correspondiente
liquidacion de beneficios sociales por los servicios laborados hasta la fecha de
su renuncia. Una vez que estos trabajadores hayan aceptado ser incorporados
a la planilla de ALICORP seran considerados como “Trabajadores Asumidos”.

En caso de que a la Fecha de Vigencia de Venta existan trabajadores de IPSA
que no hayan optado por renunciar, éstos trabajadores seran transferidos a
ALICORP y asumidos por ésta a partir de la Fecha de Vigencia de Venta, en
adelante “Trabajadores Transferidos”. A tal efecto, IPSA y ALICORP se
comprometen a comunicar a estos trabajadores (en adelante los “Trabajadores
Transferidos”) que no obstante no renunciar al servicio de IPSA, a partir de la
Fecha de Vigencia de Venta, tendran la calidad de trabajadores de ALICORP,
percibiendo la misma remuneracién que hayan estado percibiendo al servicio
de IPSA.
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CUARTO : CESE DE LABORES

Queda entendido que los Trabajadores Asumidos que conforme a la Clausula
Tercera sean incorporados al servicio de ALICORP, dejaran de desempefiar
todo tipo de labores al servicio de IPSA, ya que estaran al servicio del nuevc
empleador.

De igual forma, de existir Trabajadores Transferidos, éstos también dejaran de
desempenar todo tipo de labores al servicio de IPSA, desde la Fecha de
Vigencia de Venta ya que seran transferidos a ALICORP.

QUINTO. o RECONOCIMIENTO DE TIEMPO DE SERVICIOS
ALICORP, en su calidad de nuevo empleador, conviene en reconocer tanto a
lus Trabajadores Asumidos como a los Trabajadores Transferidos, si se dicra el
caso, el tempo de servicios que hubieran acumulado al servicio de IPSA para
el solo efecto legal del calculo de la indemnizacion por despido arbitrario que
pudicra corresponderles.. '

Asimismo, ALICORP declara que todos los Trabajadorcs Asumidos y
Trabajadores Transferidos, de existir alguno, estaran comprendidos desde el
inicio de su contrato de trabajo, en el Seguro de Vida del Decreto Legislativo
688 de cargo.de ALICORP, con prescindencia de su tiempo de servicios.

SEXTO: OBLIGACIONES DE IPSA

6.1 IPSA continuard siendo responsable por las obligaciones devengadas
que se deriven de los derechos laborales, sociales y previsionales de los
Trabajadores Asumidos hasta la fecha de la renuncia y de los
Trabajadores Transferidos, hasta la Fecha de Vigencia de Venta y que
correspondan al tiempe laberado por dicho personal al servicio de IPSA.

6.2 1PSA declara que a la fecha de renuncia o a la Fecha de Vigencia de
Venta ha abonado integramente a los Trabajadores Asumidos y a los
Trabajadores Transferidos respectivamente, todas las remuneraciones,
los conceptos no remunerativos, los beneficios sociales y todos los
derechos laborales que le pudieron corresponder a dicho personal.
Asimismo, IPSA declara que ha realizado en forma oportuna todas las
aportaciones al Sistema Nacional de Pensiones, al Sistema Privado de
Pensiones y a Essalud que correspondan a los Trabajadores Asumidos y
a los Trabajadores Transferidos por el tiempo que dicho personal laboro
al servicio de IPSA.

6.3 Sin perjuicio de lo expuesto en el numeral 6.2, IPSA deberé{ haber
realizado a la fecha de renuncia de los Trabajadores Asumidos lo
siguiente:

a)  Ha depositado la integridad de la CTS acumulada al 31.12.90.
b}  Cancelar las vacaciones no gozadas, asumiendo las consecuencias
econémicas de la falta de goce vacacional de los periodos vencidos.
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¢)  Cancelar la remuneracion vacacional del personal asumido cuyo
récord vacacional de su ultimo aiflo de servicios haya sido
completado.

d}  Abonar la correspondiente compensacion por el récord trunce
vacacional a que tuvieran derecho. .

¢} Abonar a los trabajadores asumidos el monto proporcional de todos
los derechos devengados, tales como quinquenios, gratificaciones
por vacaciones y cualquier otro beneficio que les correspondicra.

6.4 Sin perjuicio de lo expuesto en el numeral 6.2, IPSA debera haber
realizado a la Fecha de Vigencia de Venta respecto de los Trabajadores
Transferidos, lo siguiente:

a) . Cancelar la integridad de Ila CTS acumulada al 31.12.90 y depositar
en la ‘entidad bancaria correspondiente la integridad de la CTS
devengada entre el 1.1.91 y el 31.10.2000.,

b) Entregar a ALICORP el importe de la CTS correspondiente al
periodo comprendido entre el 1 de noviembre y el 31 de diciembre
de 2000. :

c) Entregar a ALICORP el importe correspondiente a las vacaciones
no gozadas, asumiendo las consecuencias economicas de la falta de
goce vacacional de los periodos vencidos.

d)  Entregar a ALICORP la remuneracion vacacional del personal
transferido cuyo récord vacacional de su ultimo afo de servicios
haya sido completado. '

) Entregar a ALICORP la correspondiente compensacion por el récord
trunco vacacional a que tuvieran derecho.

f)  Entregar a ALICORP el monto proporcional de todos los derechos
devengados, tales como quinquenios, gratificaciones por vacaciones
v cualquier otro beneficio que les pudiera corresponder.

SETIMO: DECLARACIONES

Mediante el presente documento IPSA declara que no existe ningtn
procedimiento administrativo o judicial vigente en que sea parte IPSA referido
a rcclamos y/o acotaciones relacionadas a remuneraciones, conceptos no
remunerativos, beneficios sociales, derechos laborales, aportaciones al
Sistema Nacional de Pensiones, Sistema Privado de Pensiones y Essalud
referidos a los Trabajadores Asumidos y a los Trabajadores Transferidos..

Asimismo IPSA declara que salvo los convenios colectivos de empleados y
obreros de fechas 9 de Noviembre de 2000 y 23 de Mayo de 2000,
respectivamente, asi como el convenio modificatorio celebrado con el Sindicatlo
de Obreros el 30 de Octubre de 2000, no existe vigente ningun convenio
colectivo o individual o resolucién administrativa, arbitral o judicial que ha:ya
establecido obligaciones laborales relativas a los Trabajadores Asumidos ni a
los Trabajadores Transferidos.

Finalmente, IPSA declara que salvo los beneficios concedidos por costumbre o
unilateralmente referidos en el Anexo I, no existen vigentes otros beneficios
laborales que por costumbre o decisién unilateral pudieran corresponder a los
Trabajadores Asumidos ni a los Trabajadores Transferidos.
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OCTAVO: OBLIGACIONES DE IPSA

En virtud de las declaraciones contenidas en la Clausula Sétima, IPSA
asumirda las consecuencias econémicas de cualquier procedimiento
administrativo o judicial que se haya iniciado o se inicie y que esté referido a
reclamos y/o acotaciones relacionadas con conceptos devengados por
remuneraciones, conceptos no remunerativos, beneficios sociales, derechos
laborales, y aportaciones al Sistema Nacional de Pensiones, Sistema Privado
de Pensiones y Essalud, y que correspondan al tiempo de servicios brindado
hasta la Fecha de Renuncia para el caso de los Trabajadores Asumidos y
hasta la Fecha de Vigencia de Venta para el caso de los Trabajadores
Transferidos.

Para que IPSA pueda asumir esta responsabilidad, las Partes reconocen que
constituye requisito indispensable que IPSA haya podido ejercer su defensa en
los procedimientos administrativos o judiciales correspondientes, para lo cual
ALICORP debera remitir a IPSA, en un plazo de tres (3} dias habiles
contados desde su recepcion, cualquier notificacion que fuera entregada en ¢l
domicilio de La Planta y que esté relacionada con reclamos y/o acotaciones a
que se hace referencia en el parrafo anterior, remitiendo a IPSA, a la mayor
brevedad, copia de toda la documentacion que IPSA le solicitara siempre y
cuando ALICORP la tuviera en su poder y se encuentre relacionada con los
asuntos que sean materia de la notificacion remitida.

Para los efectos de esta clausula, se entiende que IPSA ha ejercido su defensa
en los procedimientos administrativos o judiciales correspondientes, cuando
ALICORP haya cumplido con remitir a IPSA cualquier notificacion que fuera
entrcgada en el domicilio de La Planta y que esté relacionada con reclamos
y/o acotaciones a que se hace referencia en el primer parrafo de la presente
clausula. '

NOVENO: REEMBOLSOS A CARGO DE IPSA

Sin perjuicio de lo expuiesto en las clausulas precedentes, IPSA se compromete
a reembolsar a ALICORP, en un plazo no mayor de cinco (5) dias, las sumas
de dinero que ALICORP se viera obligada a pagar a los Trabajadores
Asumidos y/o Trabajadores Transleridos, sus sucesores, las autoridades
competentes, al Fisco o a terceros por cualquiera de los conceptos referidos en
el primer parrafo de la Clausula Octava que antecede, siempre que ALICORP
hubiera cumplido con las obligaciones sefialadas en el segundo parrafo de la
misma clausula,

DECIMO: - OBLIGACIONES DE ALICORP

10.1 ALICORP, en su condicion de nuevo empleador de los Trabajadores
Asumidos y/o Trabajadores Transferidos, de darse el caso, se
compromete a mantener a IPSA libre de toda responsabilidad derivada
de las relaciones que mantenga ALICORP con los Trabajadores
Asumidos y/o Trabajadores Transferidos a partir de la Fecha de
Vigencia de Venta. A tal efecto, ALICORP se compromete a proteger a
IPSA frente a cualquier reclamacién o accién judicial o administrativa
relativa a incumplimiento de obligaciones laborales que los
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10.2

10.3

Trabajadores Asumidos y Trabajadores Transferidos, de existir alguno,
pudiesen promover contra IPSA por cualguier asunto de naturaleza
laboral, sea individual ¢ colectivo, previsional o tributario referido a
hechos producidos a partir de la Fecha Vigencia de Venta.

Para que ALICORP pueda asumir esta responsabilidad, las Partes
reconocen que constituye requisito indispensable que ALICORP haya
podido ejercer su defensa en los procedimientos administrativos o
judiciales correspondientes, para lo cual IPSA debera remitir a
ALICORP, en un plazo de tres dias habiles contados desde su
recepcion, cualquier notificacién que fuera entregada en su domicilio
y que esté relacionada con réclamos y/o acotaciones a que se hace
referencia en el parrafo anterior, remitiendo a ALICORP, a la mayor
brt:'.ae:dadf copia de toda la documentacion que ALICORP le solicitara
siempré y cuando IPSA la tuviera en su poder y se encuentre
relacionada con los asuntos que sean materia de la nolificacion
remitida.

Como consecuencia de lo establecido en la sub-clausula 10.1,
ALICORP se compromete a reembolsar a IPSA en un plazo no mayor
de cinco (5) dias, las sumas de dinero que IPSA se vicra obligada a
pagar a los Trabajadores Asumidos y/o Trabajadores Transfcridos, sus
sucesores, las autoridades competentes, al Fisco o a terceros por
cualquiera de los conceptos referidos en el primer parrafo de la
Clausula Décima, siempre que IPSA  hubiera cumplido con las
obligaciones serialadas en el segundo parrafo de la misma clausula.

ALICORP sera responsable de cualquier problema derivado de la
celebracion y/o ejecucion del Contrato que ocurra a partir de la Fecha
de Vigencia de Venta, a pesar de que los Trabajadores Asumidos o
Trabajadores Transferidos accionen en contra de IPSA, obligandose
ALICORP a reembolsar a IPSA por cualquier suma de dinero que IPSA
se vea obligada a pagar por este problema.

Para que ALICORP pueda asumir esta responsabilidad, las Partes
reconocen que constituye requisito indispensable que ALICORP haya
podido ejercer su defensa en los procedimientos administrativos o
judiciales correspondientes, para lo cual IPSA debera remitir a
ALICORP, en un plazo de tres (3] dias habiles contados desde su
recepcion, cualquier notificacion que fuera entregada en su domicilio
Yy que esté relacionada con reclamos y/o acotaciones a que se hace
referericia en el parrafo anterior, remitiendo a ALICORP, a la mayor
brevedad, copia de toda la documentacién que ALICORP le solicitara
siempre y cuando IPSA la tuviera en su poder y se encuentre
relacionada con los asuntos que sean materia de la notificacion
rermitida.

DECIMO PRIMERO: JURISDICCION -

El presente Convenio se sujeta a las leyes del Peru y las partes se someten a la
jurisdiccion de los Tribunales y Jueces de Lima - Cercado, sefialando como
sus domicilios los indicados en la Clausula Décimo Segunda del Contrato.
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DECIMO SEGUNDO: NOTIFICACIONES

C_ualquier notiﬁcaFidn dirigida a las Partes se entendera validamente entregada
si cunslta-pm' _escnto ¥ (i) es entregada personalmente o remitida por servicio de
mensajeria, via notarial, courier o similares 0, (i) es remitida por facsimil con
conflirmacion de recepcién, en la fecha de entrega; o (iii) si es remitida por via
postal, a los cinco (5) Dias habiles de despachada por correo certificado, porte
prepagado; a los domicilios indicados a continuacion:

A IPSA: . -
INDUSTRIAS PACOCHA S.A.
Direccion: Francisco Grana No. 155,
Urbanizacion Santa Catalina
1 La Victoria, Lima.
Facsimil: 411-1847
Teléfono: 411-1608
Atencion: Gerencia General
A ALICORP:
ALICORP S.A.
. Direccion: Calle Chinchon No. 980
San Isidro, Lima
' Facsimil: 440-4948
Teléfono: 442-2552
Atencidn: Gerencia General

Cualquier modificacién en la direccion o numero de fax de cualquiera de las
partes debera ser comunicada a la otra Parte, por escrito bajo cargo con cinco
(5) Dias habiles de anticipacion al cambio, requisito sin el cual se tendran por
bien notificadas las comunicaciones dirigidas a la direccién o nimero de fax
anterior. :

DECIMO TERCERO: DISPOSICIONES GENERALES

13.1 Este Contrato sélo podra ser modificado por acuerdo expreso de las
Partes, el cual debera constar por escrito y ser firmado por ambas
Partes, de lo contrario no tendra ningun efecto entre ellas

13.2 Las partes dejan expresa constancia que el Contrato constituye y reune
la totalidad de los acuerdos entre las partes y, por lo tanto, deja sin
efecto y sustituye a cualquier compromiso anterior que hubiere podido
existir sobre la materia.

13.3 Los encabezados y titulos utilizados en cada Clausula tienen
unicamente caracter referencial y no tienen efecto alguno_ para la
interpretacion del contenido y alcances de este Contrato.
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DECIMO CUARTO:

El presente contrato se suscribira conjuntamente con el Primer Contrato de
Compra Venta de Inmuebles, el Segundo Contrato de Compra Venta de
Inmuebles, Contrato de Arrendamiento, Contratos de Cesion de Derechos
(Autorizaciones y Licencias), Contrato de Distribucién, Contrato de Compra
Venta de Inventarios, Contrato de Compra Venta de la Magquinaria, Contrato
de Fabricacion por Encargo, Contrato de Cesién de Derechos de Uso, Contrato
de Cesion de Derechos de Pozo de Agua 6A y Contrato de Transferencia de
Marcas que las mismas partes suscriben en forma simultanea. A dilerencia
de los contratos sefialados anteriormente, los cuales entraran en vigencia en la

Fecha de Vigencia de Venta, el presente Contrato entrard en vigencia a la
fecha de-suscripcion del mismo.

En seral de conformidad y aprobacion, las partes suscriben el presente
documento en dos ejemplares a los dieciocho dias del mes de diciembre de
2000, quedando uno de los ejemplares en poder de cada una de las partes.

e

POR IPSA \\ - POR ALICORP
Jp
Sr. Ernesto-Labatut Soffia Sr. Leslie Pierce Diez Canseco
Gerente General Gerente General

d
-

S:M/MIJStevenson .
Director de Finanzas
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Annex 3: Questionnaire
Unilever en el Peru

Cuestionario Condiciones de Trabajo

1 Introduccion

El presente documento busca recoger la informacion pertinente relacionada con las condiciones de

trabajo establecidas en la empresa Alicorp S.A.
2 Datos Generales

Edad:

Sexo:

Area de Trabajo:

Tiempo de Servicio:

Tipo de Trabajador: () Obrero
) Empleado
Experiencia Sindical: () Si ¢ En qué empresa?
() No

3 Libertad Sindical

¢,Cuales son los horarios y turnos de trabajo establecidos por la empresa?

¢ Cuantas horas al dia laboran los trabajadores en la empresa?

() 8horas
()10 horas
( )12horas
()16 horas
() Otros

¢ Se aplica algin régimen de jornadas atipicas? Si asi fuera, sefiale el(los) tipo(s) de jornada(s)

que se aplica(n):

) 19x 11
) 14x14
) 14x7
) Otros
NUmero de trabajadores:

(
(
(
(
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Concepto Numero

Total de Trabajadores

Trabajadores sujetos a jornadas atipicas

Trabajadores de contrata

¢ Cual es el tipo de relacion que mantiene con la empresa?

() Directa
() Indirecta (Service)

¢ Cual es el salario basico que percibe?

¢ La empresa ha aplicado algun régimen de reduccion de salarios en los Ultimos dos afios?

Rpta: Sl NO NO SABE
¢Laboran fuera de la jornada y horario establecidos en el centro de trabajo?

Rpta: Sl NO NO SABE
Si la rpta. es positiva, ¢perciben alguna remuneracién extra de parte de la empresa por dicho
trabajo?

Rpta: Sl NO NO SABE

¢ Alguna vez, durante los Ultimos dos afios, la empresa dejé sin vacaciones o dias de descanso a
algun trabajador?
Rpta: Sl NO NO SABE

¢ Durante los Ultimos dos afios, la empresa ha presentado demandas administrativas, policiales, o
judiciales contra algun trabajador?
Rpta: Sl NO NO SABE

¢ La empresa ha sancionado a algun trabajador durante los Gltimos dos afios?
Rpta: Sl NO NO SABE

¢ Cual es el tipo de sancién que la empresa ha impuesto a los trabajadores?
() amonestacién
() suspension
() despido

¢ Cuantas veces ha ocurrido alguna de estas sanciones y cuales han sido las causas de las
mismas?

¢Ha renunciado algun trabajador?
Rpta: Sl NO NO SABE

¢ La empresa terceriza alguna de sus actividades?
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Rpta: Sl NO NO SABE

¢ Cuantos trabajadores tercerizados hay? (Debe especificar un nimero).

¢ Conocen de algun intento de los trabajadores tercerizados por sindicalizarse?
Rpta: Sl NO NO SABE

Discriminacion Laboral
En los ultimos dos afios, ;la empresa ha rotado personal o ha hecho cambios de turno sin
justificacion previa?
Rpta: Sl NO NO SABE
¢ Han existido despidos intempestivos en los Gltimos dos afios?

Rpta: Sl NO NO SABE

Si su respuesta es si, diga cuantos se han producido. Especifique un namero.

¢ Existe discriminacion por razén de sexo, raza, u otro atributo personal?
Rpta: Sl NO NO SABE

¢, Cuantas trabajadoras mujeres, si existiesen, laboran en la empresa?

Hay mujeres gestantes que trabajan en la empresa?

Rpta: Sl NO NO SABE
¢,Conoce de algun caso de discriminacion a mujeres gestantes?

Rpta: Sl NO NO SABE
Salud y Seguridad Laboral

¢,.Se han dado inspecciones de trabajo en los ultimos dos afios?
Rpta: Sl NO NO SABE

Si se hubiesen dado inspecciones de trabajo diga cuantas (Debe especificar un nimero).

Las inspecciones de trabajo han sido para:

) General, para verificar el cumplimiento de todas las normas laborales.
) Verificar el vinculo laboral.

) Verificar el despido arbitrario.

) Verificar el cierre del centro de trabajo.

) Verificar hostilizaciones.

) Verificar las condiciones de seguridad y salud en el centro de trabajo.

P

¢,Se han dado accidentes de trabajo en los ultimos dos afios?
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Rpta: Sl NO NO SABE

Si se hubiesen dado accidentes de trabajo en los Ultimos dos afios, podria decir cuantos.

Si se hubiesen dado accidentes de trabajo, estos se han producido por:
() Negligencia del trabajador.

() Negligencia del superior, le mandé a hacer algo fuera del reglamento.
() Problemas de mantenimiento de la maquinaria.

() Mala sefalizacién de las areas de trabajo.

() Efectos de la naturaleza.

¢La empresa alguna vez se ha opuesto a que un representante de trabajadores acomparie a

fiscalizar un accidente de trabajo?
Rpta: Sl NO NO SABE

¢ La empresa realiza pruebas de salud a sus trabajadores?
Rpta: Sl NO NO SABE

¢ Entrega los resultados?
Rpta: Sl NO NO SABE

6 Gestion Ambiental

¢ La empresa tiene un sistema de Gestion Ambiental propio?

Rpta: Sl NO NO SABE
¢ Existen problemas de contaminacion ambiental generados por la empresa?
Rpta: Sl NO NO SABE
¢La empresa ha sido sancionada por generar problemas de contaminacién ambiental?
Rpta: Sl NO NO SABE
7 Unilever

¢ Ha escuchado Ud. mencionar entre sus compafrieros de trabajo u otro personal de mayor rango
sobre la relacion entre Alicorp y la empresa Unilever?
Rpta: Sl NO NO SABE

¢ Conoce Ud. si alguno de los productos que elabora la empresa Alicorp son dirigidos hacia la
empresa Unilever?
Rpta: Sl NO NO SABE

Si su rpta. es SI, ¢ podria mencionar cuales son dichos productos?

Muchas gracias.
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