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Sensient represents a real history of
success, and this in great part thanks to its
CEO, Mr. Kenneth P. Manning who was
able fo revolutionise the company since
he joined it in 1987. The company started in 1882 as a small
distillery making gin. At the time of Prohibition, in the 1920s,
Sensient switched production from gin to baker’s yeast. In the
course of the years, the company added the production of
bulk cheese and frozen potatoes to its business. In the 1980s
Sensient had developed into a US-wide company but with a
low growth marketplace. Since then, Sensient has been
experiencing a burst in its growth, becoming a leading
company in the sectors of colours, fragrances and flavours in
the fields of food, beverage, pharmaceuticals, cosmetics and
other applications. Sensient today is a leading multinational
company with 70 facilities spread out in 30 countries and with
37 regional profit centres all over the world. Sensient is now
expanding its market in Eastern Europe, China and Latin
America. The company today employs 3600 people
worldwide and has $1.3 billions in sales. Moreover, the
economic crisis of the last year didn’t hit Sensient significantly,
demonstrating once more the solidity of the company. But
how was all this achieved?
The Sensient recipe developed by Mr. Kenneth P. Manning is
based on a unique melange where an international,
multiregional and multicultural management
makes decisions adapted to regional
demands with a high degree of
independence, where
straightforward technological
innovation is developed and
spread throughout the company,
where the value of good
employees is acknowledged and
where, last but not least, a solid, old
fashioned, financial
management has
reduced the
debt of the
company,
providing
the best
insurance
against
any kind
of crisis.

Kenneth P. Manning, Chairman and CEO.

SENSIENT

Mr. Kenneth P. Manning, successful
manager, proud husband and father,
Rear Admiral of the US Naval Reserve,
Knight of the Sovereign Order of Malta
and Chairman and CEO, of Sensient Technologies
Corporation gave us the opportunity to hear first-hand how
he managed all these achievements.

Sensient began operations in 1882 as a gin distiller. Today
Sensient Technologies has transformed itself into a global
leader in colours, flavours and fragrances. How did the
Company reach this point?

“We started in 1882 manufacturing gin, which atf that fime was
a drink for the common folk in the US. With the advent of
Prohibition, when alcoholic drinks were banned, the company
began manufacturing yeast because baking was very
popular at that time. From yeast we moved into foods
including bulk cheese and frozen potatoes. When | became
CEO, | redlised that the future was not in these commodity
products. It was then that we started to diversify info the
specialty products that we are producing now, -- flavours,
fragrances and colours. We acquired 21 different companies,
and we sold the yeast, the cheese business and the frozen
potatoes business, which had become commodities
businesses. With 21 companies we had to manage 21
different cultures and bringing all these culfures fogether was
quite a challenge. The financial aspect was not as difficult as
the cultural aspect. We had to unite these people and
cultures into one company, all working together, and we
have achieved that today”.

How would you characterise your company today?

“When | joined the Company in 1987 we had 6000 employees
and $450 million in sales; today we have about 3600 employees
and we have $1.3 billion in sales. In 1987 most of the operations
were run in the US. Today we have 70 facilities in 30 countries.
Most of the employees at that time were US citizens, today only
1/3 of the employees of the Company are US citizens. The other
2/3 are citizens of other countries throughout the world. We
became the largest producer of colours for food, beverages
and cosmetics and we are the second largest manufacturer of
pharmaceutical colours and coatings. We are certainly one of
the top 3 or 4 companies in flavours”.

You have begun to hire while other companies are making
employees redundant? How have you been able to
accomplish this?

“Personally, | have a policy that we don't lay off workers. |
would much rather re-train them, if necessary. | don't believe
that you should fterminate the employment of a good
employee. So we are not making layoffs. In fact, right now we
are hiring people”.

What new strategies are you using?
"Our primary strategy right now is to expand our distribution
info new markets. We are hiring 35 salespeople for the



purpose of expanding our
distribution primarily into
Eastern and Central
Europe, places like the
Baltic, the Balkans,
Scandinavia, Poland. We

are thinking of possibly
going into the Ukraine
and a variety of other
places in Europe were we
have not been active. We
have a presence in Hungary
and in Turkey but we would like
to become more active there.
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g 3 We want to be able to offer our full

product line in these markets. In addition
we are expanding in China and we are going
info Central and South America, particularly Brazil”.

The company seems to be focusing on what is called by
economists the “BRIC”, Brazil, Russia, India and China. Do you
see these as the most dynamic and interesting economies of
today’s world?

“Those are definitively expanding markets and they represent
a huge percentage of the total population of the world, but
our primary focus, at least as far BRIC is concerned, is on
China and Brazil. India and Russia will certainly come later”.

How do you manage your global business?

“We have 37 profit centres throughout the world. These
centres are led by a general manager or a managing
director, depending on what is more appropriate for the
region. They have a great deal of autonomy in terms of the
full P&L (profit and loss). In many cases they are
manufacturing the product or they are managing an
application of the product. We simply provide the resources
that they need. We review the strategic plan and receive
monthly reports through our worldwide financial reporting
system.

We operate on the basis of general managers. Usually, they
are nationals of the country where they operate. The general
managers report fo a group executive. The groups are
arranged by either industry or geography, and sometimes
both. They, in turn speak to me regularly, probably about
once the week. | manage on an exception basis so if the
profit centre is making money, the general managers function
quite autonomously. It's only if there are problems, that | will
step in”.

What are the process innovations and the new products
- Sensient is offering?

\{QWe;;ore leaders in emulsion technology, especially as it
re’i‘a‘!‘éftwmofurol products. Our state of the art emulsion
technology provides a greater stability and shelf life, which is
the benchmark of a good natural product. Most of this
technology was developed in Europe: one of the strengths of
the Company is that when we develop technologies, we can
fransfer it fo other parts of the world. Now we are transferring
this technology fo Asia. We are also experts in bofanical
exfracts. For botanical exiracts we use both sub-critical and
super-critical CO, as well as some other more traditional
extraction methods. This technology was developed in the UK
and is now being transferred to our profit centres throughout
the world. We have a very large range of nafural colours
with a very sophisticated product line for customers who
need stable and consistent colours for a wide range of
foods and beverages. We are able to match colour
shades very precisely. We are encouraging our customers
to switch from synthetic colours to natural colours

because of changing consumer preferences. Our technology
was developed in the US and is now being transferred to Italy.
Our work in colours for foods has allowed us to branch out into
a number of non-food applications. We have developed a
line of high-performance pigment dispersions for inkjet inks
that can be used for printing with home printers or for textiles.
We are producing highly purified specialty chemicals for
electronics for manufacturers in Korea. We have done some
work for the Max Planck Institute for Nuclear Physics in
Germany. The purification technology, which is state of the
art, is located primarily in Leipzig".

How has your experience in transforming Sensient helped the
Company weather the current economic crisis? How is
Sensient being affected? What changes have you instituted to
deal with the economic crisis?

“In 1989 when we embarked upon our acquisition program
we had a very high debt to fotal capital. It was over 50
percent. Today our debt to total capital is in the low 30
percent and next year it will be under 30 percent. While no
one could have anticipated the economic crisis, we were
well positioned to weather it. The company is very liquid and
we are producing a fremendous amount of cash with only a
small amount of debt. We are not acquiring companies any
more; we are investing in our business since we have the
capital. What is the basis of our success?2 We continue to
focus on our business and on new products and, in addition,
we have not assumed a lot of debt. The company is very
profitable, has litfle debt, and we are spending a lot of money
in developing new products. That's how we face the
economic crisis”.

So Sensient is staying away from “creative financing”?
“That's correct. This is old-fashioned conservative
management in terms of finances: we are not going to fake
risks and the company is not taking on new debt”.

What changes have you instituted to deal with the economic
crisis? Did you do something special?

"We are confinuing the strategy | instituted 5 or 6 years ago to
pay down debts and strengthen our balance sheet. This has
been an on-going strategy. Consequently, we were prepared
for the economic crisis when it
occurred. Now the company is
very well positioned for the next
six or seven years, financially,
which is an ample time
horizon in today’s
business world".
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