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Purpose
At Croda our
Purpose is to use
Smart science to
improve lives™

Sustainability
We have made a bold
Commitment to be Climate,
Land and People Positive
by 2030. By being the most
sustainable supplier of
innovative ingredients, we will
provide solutions to some of the
world’s biggest challenges while
helping our customers achieve
their sustainability goals.

Mission
Our mission is to be
the world’s most
sustainable supplier of
innovative ingredients

Commitment
We are committed to
being Climate, Land and
People Positive by 2030
See Sustainability
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See Pursuing our
Commitment
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Innovation
Innovation is the lifeblood of
our business and our success
is dependent on our ability to
deliver innovative solutions to
customers. Our approach to
innovation combines our own
internal R&D with customer
collaboration and open
innovation partnerships to
accelerate the development
of new technologies and
disruptive solutions.

Strategy
We combine sustainability
with innovation to
deliver growth
See Our strategy
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See Identifying
unmet needs
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Markets
We are focused on
Consumer Care and
Life Sciences markets

Growth
Our ambition is to deliver
consistent top and bottom-line
growth. Through our transition
to high growth markets and by
investing in sustainability and
innovation we are able to
leverage the ‘Croda difference’
to deliver attractive returns
for shareholders.

Values
Our shared values of
‘Responsible’, ‘Innovative’
and ‘Together’ ensure
our smart science
improves lives
See Delivering for
our shareholders
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Introduction

Guided by our Purpose,
sustainability together
with innovation will drive
our future growth.
2021 has been an excellent year for Croda.
We delivered a record financial performance,
made progress against our sustainability
commitments, and concluded our strategic
review, refocusing the business on fast growth
markets of the future.

Highlights
Sales

£1,889.6m
2020: £1,390.3m
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Pursuing our Commitment

Phil Ruxton and Tracy Sheedy discuss
executing on our Commitment and how
our people and culture are playing a key role
Croda has a unique culture which combines our

TS heritage with a diverse and global footprint. Our

values are a manifestation of this; we encourage our
people to be ‘responsible’ and ‘innovative’ and to
work ‘together’.

Phil Ruxton is Chief Sustainability Officer
Since launching our Commitment to be Climate,

PR Land and People Positive by 2030, positioning us
as the world’s most sustainable supplier of innovative
ingredients, we have been working hard on the plans and
roadmaps to make this a reality.
In line with this mission, we have committed to climate
science-based targets (SBTs), becoming only the third major
chemical company in the world to have an officially verified
plan to reduce carbon emissions in line with the 1.5˚C
scenario on our way to becoming net zero by 2050.
With immediate action required to mitigate the worst-case
scenarios associated with climate change, leadership and
differentiation are now all about execution. Our focus
is therefore on delivery, working in partnership with
all stakeholders particularly suppliers and customers.
Our strategy is much more broad-based than climate
alone, as the United Nations Sustainable Development Goals
(SDGs) demand. We are already land net zero, with our crop
science ingredients saving more land than is used to grow
our bio-based raw materials. We recognise that our strategy
will need to adapt in response to the latest science and
needs of planet and society. For example, we are
investigating our impacts and dependencies on biodiversity
and the development of a science-based target for nature.
This year we have engaged all our stakeholders in reviewing
our material impacts. The insight gained has focused our
attention and encouraged us to continue our ambitious
journey to become Climate, Land and People Positive
by 2030.

We are responsible and ‘do what we say we will do’;
delivering on our promises is something which is evident
in our financial and non-financial performance this year.
This year we have reached our target of ensuring all
employees earn a Living Wage globally and continue
to enjoy largely positive scores in our employee
engagement surveys.
As a leading innovator we encourage the broad range of
thinking made possible in a company that values diversity,
enhancing the solutions that we deliver for customers and
the communities that we serve. We are pleased to have
exceeded both the Board gender and ethnic diversity
ambitions of the Hampton-Alexander and Parker Reviews
for the start of 2022 and we also increased the proportion
of leadership positions held by women to 36% this year.
At Croda, we share a clear sense of Purpose to use our
Smart science to improve livesTM that ensures everyone
pulls together to achieve our goals. Read more about our
culture and diversity and inclusion on page 36.

Tracy Sheedy is Group Human Resources Director
See Delivering value through our culture
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Combining science and sustainability at Alban Muller
Through our Sederma business we are the leading innovator in the skin care market and the number
one supplier of anti-ageing ingredients. We are also a leader in natural extracts sourced from plants,
under our Crodarom brand. This year we acquired Alban Muller, a privately owned company that
combines science and natural extracts, broadening the natural ingredients offering in our Beauty
Actives business.
Alban Muller’s natural active and functional ingredients create a significant growth opportunity to meet
changing consumer requirements in a skin care market that is growing 9% per year. The acquisition
is also a good example of where we expect to continue to allocate capital in consumer markets.
Alban Muller product CytokalmineTM is a natural concentrate for sensitive skin with proven soothing
and antioxidant effects. This new product, launched in 2021, is 100% naturally derived from by-products
of pomegranate food production. The production of natural active ingredients using locally sourced
by-products is a good example of how Alban Muller delivers beauty ingredients that are more
sustainable than alternative products.
Christiano Lubrano, Research & Development Director at Alban Muller, said: “The integration with
Croda presents the perfect opportunity to combine our scientific botanical knowledge with Croda’s
existing expertise to create new natural ingredients for customers; both more innovative and natural.”
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Fundamentals
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We will continue to reduce
our carbon footprint and
increase our use of bio-based
raw materials, whilst the
benefits in use of our
ingredients will enable more
carbon to be saved than we
emit through our operations
and supply chain.

Smart science
to improve livesTM

People Positive:
We will apply our innovation
to increase our positive impact
on society. We are improving
the lives of our own employees
and people around the world
by developing ingredients to
improve health and wellbeing
as well as encouraging and
promoting diversity.

Land Positive:
Our products will enable more
land to be saved than is used
to grow our bio-based raw
materials. Our innovation will
help customers to protect
biodiversity and to mitigate the
impact of climate change and
land degradation, increasing
the availability of land suitable
for growing crops.

Fundamentals:
Pe o

ple Positive

Our social licence to operate
is built on trust and is the
foundation of everything
we do. We consider all
stakeholders in our
ecosystem and strive to
adopt best practices in
environment, labour and
human rights, safety, ethics
and sustainable procurement.

See Sustainability
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Identifying unmet needs

Nick Challoner provides insight
into how our dynamic innovation model
creates disruptive technologies
Driving innovation in the
crop care market
Agriculture is responsible for approximately 20% of carbon emissions
globally, so it is not surprising that the environmental impact of the
agricultural industry is becoming a high-profile issue. While the
industry has traditionally relied on chemical fertilisers and pesticides,
the potential of biologics in crop care is now better understood.
The role of predators to control insects in greenhouses is well
established but micro-organisms and naturally occurring compounds
also have potential as biostimulants and biopesticides.

Nick Challoner is Group Chief Scientific Officer
We are the leading innovator in the markets in which

NC we operate, growing by creating new market and

technology niches with our novel product and service
offerings.
By selling direct to customers and collaborating with them
at our innovation centres around the globe, which are
located close to customers, we gain a detailed insight into
their current and future challenges, enabling us to identify
new opportunities for growth.
Our innovation ecosystem is unique with our R&D advances
increasingly driven by our partnerships. These partnerships
with leading scientists in universities and SMEs enable us to
access specialist, world class expertise and facilities. We
now have more than 500 open innovation partners working
with us on over 100 active projects at any one time.
Our partners contribute to the high proportion of New and
Protected Products (NPP) we sell as well as the continued
differentiation of our portfolio. Through our strategy, we are
becoming a more knowledge-intensive company, with recent
acquisitions contributing to the strong increase in NPP that
we have seen this year.

Through Croda’s acquisition of the Incotec Seed Enhancement
business in 2015 and the Plant Impact Biostimulants business in
2018, we are well placed to address some of the challenges in the
adoption of biologics. These include the survival of micro-organisms
before use, compatibility with application methods and variations
in environment.
We have developed new technology, which when applied to soybean
seeds results in stimulation of shoot and root growth, and increased
yields. We are now evaluating this biostimulant in different seed
application technologies. In collaboration with Royal Holloway
University of London, we are also further developing seed
enhancement as the optimal method of microbial application. We are
also using Artificial Intelligence (AI) to address the big data challenge of
optimising biologics for specific environments.
Carola Peters (pictured, right-hand page), a research scientist at our
Incotec Seed Enhancement business in the Netherlands, said: “Over
time a larger proportion of seeds will be treated before they are sown
and crops will be sprayed less.”
See Sector review: Life Sciences

P26

Together with our partners, we are developing novel
ingredients that deliver better results for our customers with a
reduced impact on the planet. Each project aims to either
improve the sustainability of our products, raw materials and
manufacturing processes, or create new ingredients that
deliver sustainability benefits in use to our customers and
their consumers. Even better if they achieve both.
For example, we work with partners to help access the latest
thinking in biotechnology, drawing on recent advances in the
ability to harness the biological world. Biotechnology can
help meet growing consumer demand for more sustainable
and personalised products, and so has the potential to
transform chemical industries.
One challenge is that innovation often happens in pockets,
disconnected from the real-world impact. Croda’s cross
sector expertise and ability to look across industries provides
us with a unique opportunity to connect disruptive innovation
in areas such as biotech with tangible business benefits.
See Key Performance Indicators for NPP metric

P45
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Over time a larger proportion of seeds
will be treated before they are sown
and crops will be sprayed less.
Carola Peters,
Research Scientist, Incotec Seed Enhancement

Strategic report

We increased
innovation spend
in 2021 by over

50%
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Delivering for our shareholders

Anthony Fitzpatrick and Mark Robinson discuss
inorganic opportunities and organic investment
to deliver our strategy
We complement organic investment with innovation-

AF rich acquisitions capable of delivering higher, profitable
growth under Croda’s ownership. The strength of our
performance in 2021 reflects this consistent strategy with the
prior year acquisitions of Avanti and Iberchem making a
significant contribution.

Mark Robinson is President Global Operations
With a focus on flexible manufacturing processes,

MR Croda’s operations differ from most of our peers, ensuring
that our business remains profitable and cash generative
even in the most challenging economic conditions. In the more
favourable environment we have seen this year, we have
delivered a record performance, benefitting from significant
investment in previous years, notably in sustainability.
The demands of this rapid recovery combined with the ongoing
challenges of managing through COVID-19 created added
challenges to our operational teams. To our employees, thank
you for stepping up to the challenges and making a significant
contribution to our results and delivering for our customers.
We are reinvesting for growth, particularly disciplined organic
investment in new capacity, product innovation and attractive
geographic markets such as Asia. We are focused on
consumer and life science markets which provide the
opportunity to deliver stronger and more profitable growth.

Avanti has enabled us to play an important role in the roll out
of COVID-19 drugs and vaccines, something that we are very
proud of. This platform opens up significant opportunities in
next generation areas such as mRNA and gene therapy.
Iberchem’s focus on higher-growth emerging markets
will drive significant value in the coming years. Integration
is progressing well and we are on track to realise the
expected revenue synergies by 2025, further enhanced by
our add-on acquisition of Parfex, a premium fragrance
business. In 2021 we also acquired Alban Muller, boosting
our natural ingredients portfolio in Beauty Actives.
In May, we announced a strategic review of our Performance
Technologies and Industrial Chemicals (PTIC) businesses to
determine the best future ownership structure. The sale we
announced in December 2021 for the majority of PTIC
provides a strong new supportive owner for its future growth
and is also a significant milestone in Croda’s transition to a
dedicated life science and consumer business.
We will continue to target exciting innovation-led acquisitions
to continue our journey as a knowledge-based business, with
a selective focus on Life Sciences and at the top end of
Consumer Care.

At an operational level, this means building on our position
as a sustainability leader including executing against the
decarbonisation road maps we will have in place for all of our major
sites by the end of 2022. In addition, the top priority in Life Sciences
is to scale our world-leading delivery systems for patient health.
COVID-19 has demonstrated the benefits of local manufacturing,
and we have identified new projects to build operational flexibility
and resilience in key countries such as China.
See Business model

P16

Anthony Fitzpatrick is President Corporate
Development and Performance Technologies &
Industrial Chemicals

Investing in mRNA
As the core of our lipid systems capability
within the Health Care business, Avanti is
primarily focused on developing innovative
lipid-based products of unparalleled purity to
address specific medical challenges that are
not resolved by current technology.
The lipid systems and synthesis expertise we
bolstered with the Avanti acquisition has
contributed approximately US$200m of sales
in 2021, primarily for our principal vaccine
customers. With over 200 lipid-based
vaccines and drugs in clinical trials, and a
similar number in research, there is a huge
opportunity for us to move to the forefront of
the biologics delivery market.
We have reinforced our market leading
position through R&D investment and
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innovation augmented by £60m of capital
investment since we acquired Avanti in
August 2020. This investment expands our
GMP manufacturing and quality assessment
facilities, increasing production capacity for
existing projects and also enhancing our
innovation pipeline for new projects.
The scale of the opportunity in future mRNA
and gene therapy applications is reflected in
the market size which has grown rapidly since
the onset of COVID-19. We are investing to
maintain and enhance our first mover
advantage. Justin Martin, Development
Scientist at Avanti (pictured, right-hand page),
said: “Backed by our extensive history of
supplying high quality lipids for clinical research
and small-scale commercial applications, we

were able to meet the challenges associated
with large-scale commercial manufacture of
novel lipid components critical to the
formulation of life-saving COVID-19 vaccines.
With the onset of widespread use of lipid
system technology in future therapeutics, I am
thrilled to see what the future holds for lipids in
worldwide health care.”

Strategic report

Underlying sales growth versus 2019
(excluding lipid systems)
25

Underlying sales growth (%)

20

23.6%

17.3%

15

Investing for future growth
Annual organic capital
investment increased by
31% in 2021 to almost

10

£1.2bn

5
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Care

Life
Sciences

invested in acquisitions
and capacity expansion
in the last two years

£160m

£70m

invested in 2021 to scale
up manufacturing capacity
for our three patient
health care platforms

Croda International Plc
Annual Report and Accounts 2021

7

Chair’s statement
Sustainability as a strategic priority
In line with our Purpose, we have made a bold
Commitment to be the world’s most sustainable
supplier of innovative ingredients. Our focus is
now on execution, working with our suppliers
and customers to ensure we are Climate, Land
and People Positive by 2030. Only by working in
partnership can we achieve our goals, and we
recognise that the strength of our relationships
with others helps drive our success and our
positive impact on the world around us. During
2021, our communities also benefited from our
longstanding volunteering programme and
educational outreach. In addition we established
the Croda Foundation, which is already helping
over 50 million people by supporting vaccine
infrastructure projects globally, extending the
positive impact we are making.

A record
year driven
by the
commitment
of our people

Croda has
always had a
unique culture,
built on customer
intimacy and
innovation with
an entrepreneurial
spirit.”
Anita Frew
Chair
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Anita Frew
Chair
After what has continued to be another
challenging year for businesses around the
world, I am pleased to report that Croda has
delivered a record performance. This reflects
strong growth in our existing business,
significant benefits from recent acquisitions
and our Health Care business performing
exceptionally well.
The Croda team has met the demands of a
rapid global recovery, combined with ongoing
challenges presented by COVID-19. Customer
demand and cost inflation have been at levels
we have not seen for a decade; at the same
time COVID-19 restrictions have remained in
place in many countries around the world. This
has presented many challenges for our people,
carefully managing both employee wellbeing
and customer expectations.
As always, our clarity of Purpose has been our
guide, ensuring we deliver for our customers,
whilst always looking after our business
partners and one another. Our success is made
possible by our people, who have risen to the
challenges the year has presented. Their hard
work, dedication and customer focus have
been exceptional, and I want to thank all of
our employees for their contribution to a
successful year.
A Purpose-driven company
Our strategy will continue to evolve but our
Purpose – Smart science to improve livesTM –
will remain constant, guiding the choices we
make. Our Purpose is illustrated by the
contribution we are making to COVID-19
vaccination programmes around the world,
supporting over 150 COVID-19 projects in
more than 30 countries. This support has often
involved considerable commitment from our
people, not least from colleagues on our
graduate programme who put personal lives on
hold to travel to Alabama and help produce
lipid systems that continue to play such a key
role in the fight against the pandemic.

Sustainability has been a strategic priority for
Croda over more than a decade, influencing how
we develop our business and product portfolio
and our priorities for investment. Climate
change, biodiversity loss and rising inequality are
now changing consumer demands, making
sustainability as important to consumer choice
as performance. This is providing us with
opportunities to leverage our leadership position
in sustainability, to help our customers meet
these changing consumer needs.
Board members engage regularly with our
Sustainability Committee to track progress and
were represented at the Executive review of our
sustainability strategy in October (see page 65).
When reviewing progress, I am particularly
struck by the level of our employees’
engagement around this topic and the
ownership across Croda which will ensure we
continue to achieve our goals.
A culture where we put people first
Croda has always had a unique culture, built
on customer intimacy and innovation with an
entrepreneurial spirit. Promoting this ‘One
Croda’ culture is important to our long-term
success, as it enables us to operate a
decentralised model where decisions are taken
as close to the customer as possible, ensuring
that we are more agile than our competitors,
whilst delivering the governance and
consistency we expect across Croda. Our
values, which we have worked hard to
articulate over the last two years, are to be
‘responsible’, ‘innovative’ and to work
‘together’. We expect managers to put people
first, irrespective of whether they are colleagues
or partners, and all of our people to look after
one another.
In 2021 we implemented an eight-point plan to
support the wellbeing of our employees facing
the combined challenges of COVID-19 and a
rapid recovery in demand. The wellbeing and
engagement of all employees is a cornerstone of
our success, and I am delighted that we have
been able to adopt the Living Wage in 2021 for
all employees. Employee share ownership
remains at impressive levels, at over 80% in the
UK and 60% internationally. We have
augmented this with a new ‘Free Share Plan’,
under which employees who do not participate
in other bonus schemes were awarded ten
shares in 2021 and will continue to receive free
shares when those schemes pay out.

Putting lives on hold to meet the COVID-19 vaccine challenge
who put their lives on hold and travelled to
Alabama for five months. Many of these
seconded employees were graduates, with a
rotation added to our graduate programmes.
Our people worked tirelessly, exemplifying the
Croda values, to deliver for our customers.
The immediate impact of this work is obvious,
but beyond this the experience and
knowledge gained will aid their development
as they progress in their careers.
Ashlea Taylor-Hughes, pictured, a Croda
research scientist from Cheshire, UK, who
postponed her wedding due to the COVID-19
pandemic and spent time on secondment in
Alabama, said: “It was scary to come out here
for five months but, just thinking of all the good
that it would do, I was completely up for it.”

Promoting executive and workforce diversity
At the beginning of the 2021, we published a
Board diversity and inclusion (D&I) policy and
communicated our commitment to greater
diversity within our business. We believe that
the diversity of our people – in terms of ideas,
skills, knowledge, experience, ethnicity, gender
or any other characteristic – is very important
for the continuing long-term success of the
Company. We will report annually on the
progress we are making. See pages 37 and 61
for further details.

In September 2021, Julie Kim was appointed
as a Non-Executive Director (NED), bringing 25
years’ experience of health care markets across
Europe, Asia and Latin America. Julie is
President Plasma-Derived Therapies at
Takeda Pharmaceutical, a global, R&D driven
biopharmaceuticals company. In early 2022, we
welcomed Nawal Ouzren, CEO of
biopharmaceutical company Sensorion, to the
Board as a NED, adding further health care
expertise through her first-hand experience of
biologics and novel gene therapies.

The Board recognises the importance of
developing diversity in senior management
roles and oversees the objective of achieving
gender balance in all leadership roles by 2030
and the doubling of the number of women in
leadership positions. In this year’s submission
to the Alexander Hampton review, we were
pleased to report that 36% of leadership
positions were held by women. We will also
develop a target aligned to increasing the
number of ethnically diverse employees in
executive roles by the end of 2022 and in
leadership positions by the end of 2024.

Both appointments add relevant experience as
we look to access higher growth markets in
health care, and in regions beyond Europe and
North America, such as Asia. They also bring
even greater diversity to the Board in terms of
gender, ethnicity, nationality and tenure.
Overall, I am pleased to have fulfilled our
commitment to meeting the requirements of the
Parker Review on ethnic diversity and to
achieving full gender balance on the Board.

Croda has not historically collected companywide information about employee ethnicity.
However, we understand the importance of
having sufficient data to make good decisions
about D&I and how this will enable us to track
our progress. This year we conducted our first
global diversity survey and are using the results
to develop an action plan to drive improvements.
The results are reported in the Culture section of
this report on page 37, where you can read
more about our approach to D&I and the work of
our global steering committee. We expect to be
able to implement routine monitoring and
disclosure of employee ethnicity from 2023 for
the UK and globally from 2024.
Evolved Board composition to reflect our
ambition
This commitment to diversity applies to the
makeup of the Board, ensuring it is well
equipped to lead the business effectively,
embraces new ideas and makes good use of
differences in experiences, backgrounds and
perspectives to satisfy all the different
stakeholders we have as a global organisation.

Strategic report

Through our contribution to various COVID-19
vaccination programmes we have been able
to play our part in helping the world emerge
from the COVID-19 crisis. Our contribution
required the rapid ramp-up of lipid production
capacity in Alabama and a project to expand
production volumes that would typically take
two years was completed in a matter of
months. While it was Avanti’s deep knowledge
of lipid drug delivery combined with Croda’s
expertise in operational scale-up that made
the project possible, it was our people who
made it happen. Our teams worked around
the clock running three shifts a day to produce
the required quantities of lipids. The project
involved diverting resources from around the
business to support lipid production, including
employees from Croda sites in the US and UK

I am confident that the diversity of thought and
experience we have around the boardroom table
will ensure we are able to provide effective
support and guidance as Croda continues to
focus on the fast-growth markets of the future.
Despite the challenges presented by COVID-19,
as a Board we have been able to continue our
programme of engagement with employees
across Croda, including virtual visits to Avanti and
Iberchem, the businesses that we acquired in
2020. I would like to thank all Board members for
their support and hard work throughout 2021.
Accelerated strategic progress in a
transformational year
Our agile approach and resilient business
model have allowed us to look beyond the
immediate COVID-19 pandemic, with the Board
and Executive Committee working together on
our strategy driving sustainability and innovation
to deliver growth.
In December 2021, we announced the sale of
the majority of our Performance Technologies
and Industrial Chemicals businesses to Cargill,
the largest private company in the United States.
This divestment, due to complete in Summer
2022, will progress Croda’s transition to a
pure-play Consumer Care and Life Sciences

company, markets in which we can deliver on
our Purpose of using Smart science to improve
livesTM. As Steve Foots, our Group Chief
Executive, outlines further in his review on page
10, this focus on Consumer Care and Life
Sciences will enable us to deliver consistent
sales growth and an even stronger profit margin.
We committed to communicating openly with
the employees of our Performance
Technologies and Industrial Chemicals
businesses during the strategic review,
recognising that it was a period of uncertainty.
Cargill is a company with a distinguished history
and I am confident that our employees can look
forward to a bright future under its ownership.
Committed to generating value for all
stakeholders
The divestment will allow us to focus our
resources on delivering sustainable solutions
and scaling our consumer, health and crop
care technologies. We have a clear capital
allocation policy, with a focus on organic
investment, given the exciting growth
opportunities we see in the future in these
markets. We will also provide regular returns to
shareholders, invest in complementary
acquisitions and retain our balance sheet
strength. The Board is proposing a full year
dividend for 2021 of 100 pence per share,
representing growth of 10% over 2020, a year
in which we were one of the few companies to
continue to increase the dividend as we
managed the impact of COVID-19.
2021 has been an excellent year for Croda in
which we have delivered a record financial
performance and strong progress against our
non-financial targets. We are becoming a
dedicated Consumer Care and Life Sciences
company where our leadership in sustainability
and innovation will deliver further profitable
growth. With our clear Purpose, strong culture
and committed workforce, we look forward to
the future with confidence.

Anita Frew
Chair
Croda International Plc
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Chief Executive’s review
Care. Alongside this, we realised significant benefits
from recent acquisitions in Consumer Care and Life
Sciences, delivering £58m of additional adjusted
operating profit within the first year post-acquisition.
Our 2020 acquisition of Avanti has helped to
establish the lipid systems platform in Health Care,
with approximately US$200m of sales in 2021,
primarily to our principal vaccine customers. We
deployed more capital and resources to scale our
consumer, health and crop care technologies. We
increased innovation spend by over 50% on 2020
and the proportion of New and Protected Products
(NPP) from 27% to 37% of total sales. We
increased annual organic capital investment by
31% to almost £160m; reflecting our successful
‘buy and build’ approach. This has allowed us to
unlock the potential of Avanti and Iberchem,
acquiring adjacent technology platforms and then
scaling them through organic investment.

Record
financial
performance
– strategy
executed with
agility

1
2

Record financial performance

Significant benefit from recent
acquisitions – £58m additional operating
profit and stronger growth platform

3

Strategic transition to pure-play
Consumer Care and Life Sciences
company with accelerated investment

Steve Foots
Group Chief Executive
Creating a pure-play Consumer Care and
Life Sciences company
2021 has been an outstanding year for Croda,
with record financial results and excellent strategic
progress. This has been enabled through the
accelerated implementation of our strategic
priorities, increased investment in innovation and
growth, and a broader global recovery in demand.
Our excellent strategic progress during the
COVID-19 pandemic has included progressing our
transition to a pure-play Consumer Care and Life
Sciences company. Our 2020 acquisitions of Avanti
and Iberchem, which created new growth platforms
in our target markets, have been followed by our
recent agreement to divest the majority of our
Performance Technologies and Industrial
Chemicals businesses (‘PTIC’). This will release
more capital to reinvest in faster growth, higher
return markets, positioning us to deliver more
consistent sales growth and an even stronger profit
margin.
This strategic progress is consistent with our
Purpose of using Smart science to improve livesTM.
The importance of our sustainability Commitment,
made in 2020, has come to the fore, with
consumers everywhere seeking more sustainable
products and customers needing Croda to help
decarbonise their supply chains. Our part in helping
produce COVID-19 vaccines is a proud example of
our smart science in action. Our capabilities in
sustainability and innovation will drive our future
growth. Croda is becoming a more knowledge
intensive business, investing more in
commercialising R&D, expanding emerging market
exposure and increasing the value captured from
our products. We are focused on the fast growth
markets of the future, making bigger and bolder
bets to expand our leadership positions and drive
significant value creation.
The results of this strategic action can be seen in
2021’s performance. It was a record year for sales
and profit, with every part of the Group performing
well. The strength of the ‘existing’ Croda business
was clearly demonstrated, with underlying sales
growing by 26% and underlying growth in adjusted
operating profit of £116m over 2020. Consumer
Care led the way, with a strong recovery in Personal
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To deliver these record results, our colleagues have
risen to the dual challenges of responding to a rapid
recovery in customer demand whilst managing
ongoing COVID-19 restrictions. Combined with
global disruption affecting many industries, supply
chain management has been challenging but,
thanks to the efforts of our global team, we have
managed to supply the increased demand whilst
limiting the impact on customer service. I am
proud that we have continued to support our
stakeholders and keep our colleagues safe, and
I would like to thank everyone at Croda for
their commitment.

Record financial results
In 2021, reported sales grew by 36% to £1,889.6m
(2020: £1,390.3m). Underlying sales were up 26%
and acquisitions added 17% (both at constant
currency), while stronger Sterling saw an adverse
impact from currency translation of 7%. Notably,
underlying sales were 18% ahead of 2019
(excluding sales of lipid systems introduced since
2019, for better comparability), demonstrating
significant growth against pre-pandemic levels.
2021 also saw the most significant period of raw
material cost increases in over a decade, up by
17% in the underlying business. With full cost
recovery achieved through Croda’s powerful
operating model, alongside a strengthening product
mix, this helped drive underlying sales price/mix
17% higher year-on-year. Despite higher prices,
most markets globally saw strong demand
recovery, and underlying sales volume rose 9%.
Strong demand and the faster growth of higher
value-add technology platforms across Life
Sciences and Consumer Care resulted in a record
profit margin for the Group. Return on sales rose
180 basis points to 24.8% (2020: 23.0%). In Life
Sciences, the highest growth was in the patient
health care platforms, which increasingly focus on
producing high value products. Personal Care
returned to good growth within the Consumer Care
sector and a recovery in Performance Technologies
markets benefitted operating leverage. The
combination of sales growth, acquisition and
improved margin saw reported profit before tax (on
an IFRS basis) increase by 53% to £411.5m
(2020: £269.5m), while adjusted profit before tax
increased by 48% to a record full year result of
£445.2m (2020: £300.6m) and was 38% higher
than 2019. With adjusted earnings per share 43%
higher, the Board has proposed a rise of 10% in the
full year ordinary dividend, completing a 30-year
record of consistently increasing the annual
ordinary dividend.
Cash generation in 2021 supported an increase in
working capital, reflecting the higher costs of raw
materials and a tactical increase in inventory to

Reported sales (2021)

See Finance review
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support customer service levels, and an increased
allocation of capital investment to the strategic
growth markets of Consumer Care and Life
Sciences, as part of the divestment of the majority
of PTIC. Health Care is a key investment focus for
us, with over £70m invested to expand our three
patient health care platforms, including new
capacity for speciality excipients in therapeutic drug
delivery, further build out of the lipid systems
platform and expansion of the fast growing vaccine
adjuvant platform.
We also committed funding to create a new
combined fragrance and Beauty Active facility for
Consumer Care, to accelerate sales growth in
China, and a new proteins capability in Home Care.
In R&D, we invested £5m in expanding innovation
centres and in disruptive process technologies. We
supplemented this organic investment with the
acquisition of adjacent technologies, acquiring two
businesses in Consumer Care which are
accelerating our transition to natural raw materials.
In March, we acquired natural Beauty Actives
specialist Alban Muller for €25m and in June we
completed on Parfex for €45m, strengthening
Iberchem’s position in fine and natural fragrances.

Growth across all regions and sectors
All geographic regions delivered good sales and
profit growth. Consumer recovery was strongest in
North America, with Asia and Europe also seeing
double digit percentage growth in underlying
Consumer Care sales. Latin America saw excellent
Crop Care sales and all regional markets saw good
progress in Performance Technologies. Health Care
sales grew across the globe, with Europe and
North America benefitting from the lipid systems
platform.
A stronger Consumer Care business
2021 saw the creation of the Consumer Care
sector, comprising Croda’s leading global position
in Personal Care, the recently acquired Iberchem
fragrances and flavours (F&F) business and Home
Care. Consumer Care delivered an excellent sales
performance in 2021, up 45% in reported terms,
with underlying sales 18% higher. This was
supplemented by 35% growth from acquisitions
and partly offset by adverse currency translation of
8%. Adjusted operating profit increased by 29%
(and by 26% on an IFRS basis), with return on sales
of 24.7% (2020: 27.8%); the latter reduction
reflected dilution from the acquisition of Iberchem,
with F&F industry margins structurally lower than
those of Personal Care. A strengthening product
mix overall saw profit margin improve in the second
half year.

In Consumer Care, we are already recognised as
the leading innovator in ingredients for the personal
care and home care markets. Our acquisition of
Iberchem has given us a similar platform in F&F,
with innovation at the heart of its business, offering
customers on-trend fragrances, particularly for
emerging markets. We are delivering the first
cross-selling synergies from Croda’s global
presence, including the launch of Iberchem
fragrances into the large Brazil market, leveraging
Croda’s local operation. With lower vaccination
rates, emerging markets have seen softer demand
due to COVID-19, which has constrained sales in
the short term, but the F&F business still delivered
double digit percentage growth in 2021, including
the mid-year acquisition of Parfex.

Rapid expansion in Life Sciences
With an excellent 2021 performance, Life Sciences
now rivals Consumer Care in scale. Sales grew
46% in reported terms in 2021, with underlying
sales over 40% higher. This was supplemented by
over 13% growth from acquisition in the first year of
ownership and was partly offset by adverse
currency translation of 8%. Adjusted operating profit
increased by 67% (and by 79% on an IFRS basis),
with return on sales reaching 36.4% (2020: 31.7%).
As noted at the half year, achieving this level of
growth and profit improvement in such a short
period placed significant demands on the business
and, as anticipated, the margin level moderated in
the second half of the year, as we invested in
additional people and brought new capacity
on-stream to future-proof this growth.
Life Sciences is leveraging in-house developed and
acquired technologies, building further scale to
deliver customers’ drug, vaccine and crop science
products. It is moving into faster growth, higher
value/lower volume niches. In 2021, the strongest
growth was seen in the Health Care business, with
reported sales up 80% year-on-year. This was
driven by our focus on patient health care platforms.
Whilst much of this growth was delivered by Avanti
and the scale-up of its exciting lipid systems
platform by Croda’s UK Health Care site, resulting
in around US$200m (£145m) of sales to
COVID-19 mRNA vaccines, speciality excipients
and vaccine adjuvants also grew by over 40%. With

continued investment in these platforms, double digit
percentage organic sales growth is expected to
continue into the medium term.
Our Health Care business has had outstanding early
success with its involvement in COVID-19 vaccines,
but even more importantly, we have built a
foundation for Croda in biopharma drug delivery.
Whilst the majority of lipid system sales in 2021 were
to our principal COVID-19 vaccine customers,
opportunities in other drug and vaccine customer
projects continue to develop. Across our three
patient health platforms, we secured 130 new
customers and 250 new programmes, two thirds of
which were for non-COVID applications, including
nucleic acid therapeutic drugs and vaccines (such as
mRNA). We expect to see an ongoing expansion in
the range of applications for lipid systems in vaccines
and therapeutic drugs, as this exciting Health Care
technology develops through clinical trials to
commercial customer product launches in the
medium term.
Crop Protection delivered double-digit percentage
sales growth, reflecting strong demand across crop
science customers, particularly in the second half of
the year. This included significant growth in sales to
non-tier one customers who now represent more
than 50% of revenue. By contrast, Seed
Enhancement growth was subdued, with slower
sales in Europe and China.

A new future for Performance Technologies
The recovery of Performance Technologies
strengthened during 2021, with sales growth
reflecting a recovery in industrial end markets and
sustainability-driven demand across our innovative
product applications. Sales grew 18% in reported
terms, with underlying sales 24% higher, partly offset
by adverse currency translation of 6%. Adjusted
operating profit increased by 32% (and by 38% on
an IFRS basis), with return on sales improving to
14.7% (2020: 13.1%), as higher sales volume
positively impacted operating leverage. Second half
margin was notably stronger than the prior year.
In December 2021, we agreed to sell the majority of
the PTIC businesses to Cargill Inc., for an enterprise
value of €915m (approximately £778m). The business
to be divested accounted for 77% of PTIC’s 2021
reported sales and comprises five manufacturing
facilities, together with associated laboratory facilities
and sales operations. We are currently working on
the process to separate the two businesses, with
completion expected in summer 2022. The
consideration includes the sale of 100% of Croda
Sipo in China, a joint venture which Croda currently
manages and in which it has a 65% shareholding. If
Croda’s 100% ownership of Sipo cannot be realised,
Sipo will be excluded from the PTIC sale, reducing
the consideration by €140m. The overall divestment
is subject to customary regulatory approvals but is
not subject to shareholder approval. Under Cargill’s
ownership, the divested business and its talented
workforce can look forward to a bright future.
Croda’s retained business within PTIC, which
accounted for 23% of 2021 sales, will form a new
Industrial Specialties sector. This will play a key role
supporting the Consumer Care and Life Sciences
sectors. The divestment is a key step in delivering
Croda’s transition to a pure-play Consumer Care
and Life Sciences company.

We use a number of Alternative Performance Measures (APMs) to assist in presenting information in an easily analysable and comparable form. We use such measures
consistently at the half year and full year and reconcile them as appropriate. Adjusted results are stated before exceptional items and amortisation of intangible assets
arising on acquisition, and tax thereon. Constant currency results reflect current year performance for existing business translated at the prior year’s average exchange
rates and include the impact of acquisitions. Underlying results reflect constant currency values adjusted to exclude the impact of acquisitions and disposals in the first
year of ownership. All comparators are full year 2020 unless otherwise stated. Sector results for full year 2020 have been restated to reflect a 2021 change to the Group’s
reporting structure.
Croda International Plc
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After a steady recovery in the second half of 2020
from the negative impact of COVID-19 on ‘going
out’ sales of actives and cosmetics, Personal Care
performance improved markedly in 2021. This was
led by a resurgence in consumer demand for our
innovative, high value Beauty Actives products. In
previous years, Personal Care performance has
been held back by softer growth in our heritage
Beauty Care formulation ingredients, particularly in
North America and Asia. Beauty Care enjoyed a
return to growth in 2021, benefitting from customer
restocking and innovative sustainability-driven
ingredients, including bio-based surfactants from
the US plant, which was fully operational from the
end of the first quarter. Improved demand
continued through the year, resulting in 2021
Personal Care underlying sales 15% above 2019
pre-pandemic levels and a return on sales of 30%.
Growth continued in Home Care, reflecting
customer interest for sustainable products from our
US ECO plant and excellent demand for Croda’s
innovative fabric care offering.

Chief Executive’s review (continued)
Strategy: driving growth through
sustainability and innovation
As a result of the strategic moves that we have
made over the last 18 months, including the
acquisitions of Avanti and Iberchem, and the
agreement to divest the majority of our industrial
businesses, Croda is now becoming a pure-play
business, focused on life science and consumer
markets. These markets have reduced cyclicality,
are faster growth, deliver high margins, are capital
and carbon light, and leverage innovation, IP and
new technologies.
In focusing on these markets, Croda is combining
leadership in sustainability with market-leading
innovation to deliver profitable growth. Sustainability
trends are developing rapidly in these markets,
driven by consumer demand for products which do
not harm the planet and meet growing trends for
clean, bio-based solutions. In addition, our
customers have set their own sustainability goals
and need Croda, as part of their supply chains, to
deliver products created through sustainable
ingredients, ethical sourcing, greater ingredient
transparency and lower-carbon manufacturing.
Regulatory change is also driving companies to
move to net zero and Croda has responded by
developing clear manufacturing decarbonisation
plans during 2021.
Our innovation ecosystem sees R&D driven by
increased organic investment and highly productive
external innovation partnerships. We are increasing
the proportion of NPP that we sell and formulate
into customer products. This dynamic innovation
engine enables us to both create new market
niches through our novel product offerings and
win business in existing markets by providing
sustainable alternatives to incumbent petrochemical
supply. Through innovation, we deliver our
strategic objective of consistent top and bottom
line growth, with profit growing ahead of sales,
ahead of volume.

Delivering our sustainability Commitment
Croda was built on a heritage of using science to
turn renewable raw materials into innovative
ingredients. Today, our Purpose is to use Smart
science to improve livesTM. We have made a bold
Commitment to be the world’s most sustainable
supplier of innovative ingredients. This is both the
right thing to do and also what our customers and
consumers are seeking. Accelerating the transition
to sustainable ingredients makes clear commercial,
as well as ethical, sense. Our focus is now on

Croda is
combining
leadership in
sustainability with
market-leading
innovation to
deliver profitable
growth.”
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execution, working in partnership with our suppliers
and customers to achieve our Commitment to be
Climate, Land and People Positive by 2030.
On our journey to becoming Climate Positive, in
2021 we became only the third chemical company
globally to have our 1.5°C target verified by the
Science Based Targets initiative (SBTi). This
commits us to delivering improvements in line with
the objective to limit global temperature rises to no
more than 1.5°C above pre-industrial levels, the
most ambitious SBTi pathway. We are supporting
our site decarbonisation roadmaps through
investment within our existing capital budget and by
considering opportunities to decarbonise with every
capital investment decision. The divestment of the
majority of PTIC will make Croda less carbon
intensive and we will re-baseline our Climate targets
to maintain the challenge we have set. PTIC has
significant use of bio-based organic raw materials
and the divestment will reduce the Group’s
proportion of bio-based organic raw materials from
69% in 2021 (2020: 67%) to around 52%
post-divestment, but we will retain our bio-based
target of 75% by 2030.
In becoming Land Positive, the land saved using
our crop care technologies will exceed any increase
in the land used to grow our raw materials by at
least double. We are also developing Nature
Positive targets ready for when the future
science-based target for nature is published.
In our People Positive objective, we focus on using
our smart science to improve lives globally, support
our communities and improve the experience of the
people we employ. 2021 saw the Health Care
business contribute to the development of 15 of
the 24 vaccines prioritised by the World Health
Organisation, including new projects for HIV and
Ebola vaccines. To help our communities, in 2021
we established the Croda Foundation, providing
£1m of annual funding. In addition, to reflect the
progress made in our Health Care business, we
made an extra funding award of £2m in 2021, to
improve vaccine and health infrastructure. The first
projects funded will help deliver vaccinations to
over 50 million people by supporting infrastructure
and training in India, Brazil and Uganda. Finally,
in delivering our employee objectives, we are
focused on improving inclusion and diversity,
achieving both the Board gender and ethnic
diversity targets of the Hampton-Alexander and
Parker Reviews by the start of 2022, whilst making
good progress in improving diversity and inclusion
within the business.
Supporting our Climate, Land and People Positive
strategy are our Fundamental objectives. We are
committed to being a safe company for our
employees and communities. With the inclusion of
recent acquisitions into Group metrics, the Total
Recordable Injury Rate (‘TRIR’) rose to 0.73,
excluding COVID-19 cases (2020 full year: 0.58).
83 of our 105 locations had no recordable injuries
during 2021 and we are working on the remainder
to deliver our targeted improvement to 0.3 by 2025,
which would place us towards the leading
performance in our industry. During the year we
also adopted an enhanced approach to process
safety aligned with SASB standards for our industry,
targeting a 20% reduction in the incident rate
by 2025.

Driving innovation
In line with repositioning as a more knowledgeintensive company, NPP as a percentage of sales
increased from 27% in 2020 to 28% in 2021

organically and 37% including lipid systems and the
Iberchem and Avanti acquisitions. This significant
step forward will support higher growth, improved
product mix and better margins. The divestment of
the majority of PTIC will further enhance our
knowledge intensity.
Our innovation strategy combines internal R&D with
external technology investments and partnerships,
augmenting Croda’s innovation centres globally
with a network of over 500 academic and SME
partners, working on more than 100 innovation
projects. In 2021, we commenced a multi-million
pound project to introduce artificial intelligence and
data mining across our global R&D knowledge
base and improve collaboration within our
innovation ecosystem.
Innovation is focused on sustainability and, in
particular, biotechnology, which will enhance the
sustainability of our processes, contributing to the
achievement of our target for bio-based raw
materials whilst developing disruptive technologies.
Our Beauty Actives business has augmented its
product synthesis with 50 biotech product
launches. Our biotech expertise also leverages
previous technology acquisitions, such as Enza and
Nautilus, and 2021 saw investment in a new centre
for biotech process design and optimisation in the
UK. With innovation operating expenditure up over
50% in 2021, we are expanding the pipeline of new
opportunities.

Sector strategies to deliver growth and even
stronger profit margins
With the divestment of the majority of PTIC, Croda
will be a Purpose-driven company focused on two
attractive sectors that will deliver consistent sales
growth and even stronger profit margin. Each of the
two sectors comprises four businesses, all offering
superior sales growth, at least one and a half times
GDP. Each can deliver margins above 20% and
return on invested capital (ROIC) of at least twice
our cost of capital. We will target an expanded
organic capital investment programme to access
faster growth, supported by selective acquisitions of
adjacent technologies.
Consumer Care is already recognised as the
leading innovator in ingredients and fragrances for
the personal care and home care markets. Our
future vision is to be the global leader in sustainable
solutions in these premium markets. This will be
achieved by delivering sustainable ingredients,
supported by performance data and ingredient
transparency, and by being the leader in product
formulation and application technologies.
Consumer Care is focused on high value niches in
the faster growing markets of skin care, hair care,
solar protection, fabric and surface care, and
fragrances. Our strategy is to Strengthen to Grow
Consumer Care, to deliver mid-single digit
percentage sales growth at strong margins. This will
be delivered by developing more sustainable
ingredients; leveraging our capability to deliver
formulation solutions; by driving innovation in
premium markets, with Croda providing a ‘one stop
shop’ to ‘Indie’ customers; and by expanding our
presence in high growth regions, with increased
investment in China, expected to drive 70% of
Asian growth between 2021 and 2025.
Within Consumer Care’s four businesses, this
strategy is being achieved by:
• Scaling our market leadership in Beauty
Actives in peptides, botanicals and
biotechnology, expanding our geographic
footprint and leveraging selective acquisitions;

Amplifying our positive impact by funding the Croda Foundation
This year we have taken a big step towards achieving our ambition of expanding the reach
of our smart science to permanently improve more lives by funding the Croda Foundation.

The Foundation also distributed grants specifically focused on health infrastructure projects,
improving access to vaccines, and tackling vaccine hesitancy in India, Uganda and Brazil.
By funding the Croda Foundation, we are making a bigger impact on communities across
the world.
Rommel Moseley, Executive Director Croda Foundation, said: “The Foundation has been
established on Croda’s firm commitment to be People Positive by 2030. Our priority areas
approved by our trustees are to improve health and wellbeing, reduce hunger and poverty,
and protect and restore forest and ecosystems.”
To read more about the Croda Foundation see our 2021 Sustainability Report
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• Strengthening Beauty Care, with sustainable
effect ingredients and a full service
formulation capability, supported by
ingredient data to underpin our customers’
product claims;
• Unlocking the potential of F&F, by driving the
benefits of integration synergies through
expanding Croda’s presence in emerging
markets and providing Iberchem with access
to Croda’s developed market presence, such
as the US and Brazil, while supporting
one-stop-shop formulations which combine
high performance Croda ingredients with
Iberchem’s on-trend fragrances and
developing more natural fragrances; and
• Accelerating Home Care in sustainable
cleaning, fabric care technologies and
sensory benefits.

the next decade. Our strategy is to identify
and acquire new platforms, and grow them
organically with rapid, agile investment;
• Continuing to grow in Consumer and
Veterinary Health, through oral care, topical
application and animal health solutions;
• Innovating in Crop Protection. We are
developing an industry-leading range of low
carbon, bio-based and biodegradable
delivery systems, alongside systems for next
generation biopesticide delivery and crop
nutrition, as the world reduces its
dependence on chemical solutions; and
• Creating long-term partnerships in Seed
Enhancement. This includes providing seed
coatings and pellets that are free from
micro-plastics and developing technologies to
stimulate plant growth.

Life Sciences is today well established as a leading
supplier of delivery systems to pharmaceutical and
crop science customers through high quality
ingredients and unique purification and synthesis
know-how. Our future vision is to become the
global leader in biopharma drug delivery in Health
Care, alongside our leadership in sustainable
delivery systems for Crop Care. This will be
achieved by delivering solutions and systems to
customers; leveraging our leadership in synthesis,
formulation and application technology know-how;
expanding sustainable technology platforms;
and increasing our expertise in complex
formulation systems.

Deploying capital
Our transition to a pure-play Consumer Care and
Life Sciences company will allow us to deploy
capital into the rich seam of growth opportunities in
these markets, whilst maintaining our discipline of
careful capital allocation to projects which generate
superior returns on capital. This will allow us to
continue to scale our consumer, health and crop
care technologies and deliver consistent sales
growth and an even stronger profit margin. Our
priority is organic capital expenditure to take
advantage of the significant growth opportunities
available in higher returning life science and
consumer markets. This will be supplemented by
selective acquisition of disruptive technologies in
existing and adjacent markets to accelerate
strategic delivery.

Our strategy is to Expand to Grow Life Sciences to
deliver high single digit percentage sales growth
with a strong return on sales. Within the four Life
Sciences businesses, this strategy is being
achieved by:

• Expanding our platforms in Patient Health.
Our established speciality excipient platform
provides high purity delivery systems for
therapeutic drug applications, such as
oncology, and is growing rapidly, providing
the excipients of choice for the newest
biologic drug innovations. To this we have
added two new platforms – vaccine
adjuvants in 2018, providing the important
accelerator to a range of new global
vaccines; and lipid systems in 2020, the
preferred solution for the developing science
of nucleic acid delivery (e.g. mRNA), which is
expected to revolutionise medical delivery in

We are unlocking the value of £1.2bn of investment
in the last two years in acquisitions and capacity
expansion. Our preferred approach is to ‘buy and
build’, as exemplified by our investment in Life
Sciences since 2015, where we have secured new
technology platforms and know-how through
modest acquisition spends, such as Incotec seed
enhancement, Biosector vaccine adjuvants and
Avanti lipid systems, then built scale through
organic investment.
In Life Sciences, drug delivery offers a significant
growth opportunity, much of which can now be
delivered through organic investment, although we
will continue to look for additional delivery
technologies to complement our three successful
platforms. In addition to over £70m invested in
2021, we have committed a similar amount in

future capital expenditure to reinforce our leading
position in drug and vaccine systems. This
investment programme will include expanding our
lipid systems capability in the US and UK.
In Consumer Care, our investment focuses on
expanding sustainable technologies, such as mild
surfactants and innovative proteins for clothes care,
to meet developing customer demand. We will also
invest in increasing geographic coverage,
particularly in fast growth markets, such as Asia.
The sector will also benefit from investment in
biotechnology and decarbonisation. This will
continue to be supplemented by careful acquisition
of adjacent technology bolt-ons, particularly those
which can accelerate our transition to greater use of
natural raw materials, an important differentiator in
consumer markets.

Outlook
Growth is expected to continue in 2022 in line
with our medium-term expectations. This should
be supported by robust consumer demand,
inflation cost recovery and the benefit of our recent
investments more than offsetting moderation in
customer restocking. Lipid systems sales are
expected to be at a similar level to 2021. With an
increasing proportion of sales coming from higher
value add solutions, profit margins in Consumer
Care and Life Sciences are expected to
remain strong.
The combination of our differentiated business
model, healthy innovation pipeline and current
investment programme are expected to underpin
performance and continue to generate value for all
our stakeholders.

Steve Foots
Group Chief Executive
The Strategic Report was approved by the
Board on 28 February 2022 and signed on
its behalf by Steve Foots.
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As part of its charitable remit, the independent Foundation issues grants for critical
projects to support livelihoods and communities. Initial projects funded by the Foundation
are benefitting people in the US facing food insecurity, supporting vulnerable mothers in
Kenya, and unemployed, blind and partially sighted people in South Africa, who are being
trained as food tasters to enable them to participate in the local economy.

Market themes

The megatrends shaping our markets
Of the megatrends which will drive growth across Croda,
three common themes are sustainability, emerging markets
and digital.

Industry trends

Sustainability

Opportunity for Croda

• Climate change, biodiversity loss and rising
inequality are changing consumer demands,
making sustainability as big a driver of consumer
choice as performance.
• This is reflected in broader and stricter regulations,
increasing barriers to entry.
• The chemicals industry is acknowledged to be
‘hard to decarbonise’, with its reliance on
petrochemical raw materials and heat-intensive
operations.

• Leverage our leadership positions in renewable
raw materials and biotechnology, as well as our
asset-light operations and investment in
sustainability over many decades, to meet
changing consumer demands.
• Create new market niches through novel and
sustainable product offerings.
• Win market share by providing sustainable
alternatives to ingredients manufactured by
incumbent suppliers.

Emerging
markets

• Growing consumption and an expanding middle
class in emerging markets is increasing demand
for consumer goods and health care.
• Three quarters of the world’s food is also
produced by developing countries, with crop land
area increasing quickly, putting more pressure on
resources.
• Market structures are still developing in many of
these countries.

• Focus investment on faster growth markets
outside of North America and Europe, such
as China which is forecast to be the fastest
growing consumer market 2021-2025.
• Leverage our global footprint and direct selling
model to help smaller, regional customers get
to market quickly.
• Put a particular emphasis on governance,
sustainability and business ethics in
developing markets.

Digital

• 60% of the world’s population is connected to the
internet and regularly use social media, disrupting
many industries.
• Digital is accelerating the speed at which new
trends are adopted and lowering the barriers to
entry for our customers.
• Consumers want to know more about the
products they use and the companies they
purchase from.

• Leverage our position as a responsible,
purpose-driven company by being transparent
with the information that we share.
• Capitalise on the opportunities digital creates
to be a more sustainable, innovative and
customer-driven company.
• Engage directly with people anywhere,
particularly new, digitally enabled customers.

See Our strategy

P20
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Leveraging expertise in sunscreens for Asian markets

To meet the needs of consumers in different regions of the world we are adapting our formulations for different skin types, skin tones and
consumer preferences. For example, R&D teams across Asia worked collaboratively to optimise our sunscreen ingredients for consumers in the
Asian market. Detailed market evaluation identified demand for a sunscreen offering a high level of protection with a translucent-to-transparent
finish and no white smearing.
The sensory evaluation and data analysis undertaken provided insights that enabled our R&D teams to develop ingredients that have seen high
levels of interest from customers across Asian markets.
Dr. Jasmine Leong, Technology Development Manager, said: “Croda has its own group of sensory experts who can characterise cosmetics
products with precision and reproducibility. Our expertise within sun care has allowed us to understand the sensory behaviour and consumer
expectations, thereby helping the formulators in optimising the product.”

Consumer Care response

• We have established Consumer
Care as a sustainability-driven
sector to meet consumer demands
for products that are ‘green’,
‘clean’ and ‘conscious’.
• We are differentiated by science
and sustainability, providing
ingredients that are the most
effective and the most sustainable.

• We ‘think global’ and ‘act local’.
• We are enhancing our people,
technical, and manufacturing
capabilities in China and other
countries in North Asia.
• We are leveraging Iberchem’s
network of 3,000 customers, more
than 80% of whom are outside
Europe and North America.

Life Sciences response

• We are the leading innovator for delivery
systems in Life Sciences, providing targeted
solutions that help customers meet their
sustainability challenges.
• We have added seed enhancement and
biostimulants to our crop care capabilities, in
recognition that in future, more seeds will be
treated before they are sown and fewer
chemicals will be applied to growing crops.
• To improve the health and wellbeing of
consumers, we are expanding our
technology platforms, enabling the effective
delivery of vaccines and next-generation
therapeutics.

• We are growing our Crop Care business in
Latin America, Asia and the Middle East, and
expanding our reach to smaller customers
beyond the major crop science companies.
• Asia is a priority for our Health Care business
with new product registrations in China
complemented by strengthened regulatory
support to accelerate approvals; Japan,
Korea and India are also a focus for
investment.

• Our R&D teams are adopting digital knowledge management, enabling enhanced use of
data science and faster innovation.
• Our operations teams are adopting AI; for example, our Seed Enhancement business has
used AI to improve the quality of high-value tomato seeds.
• Our sales and marketing teams are utilising digital communication tools, such as Live Chat
and new websites specifically written for Chinese customers, to connect directly with
customers in particular market segments, such as pharmaceutical researchers and
independent brands.

Sandra Breene,
President Regional
Delivery:
Our focus in 2021 has been to listen more
closely to the voice of our customer; we
developed a comprehensive survey which has
been rolled out globally to understand the things
that are of most importance to our customers
and how we are performing against them.
Sustainability makes strong commercial sense
for our customers. As consumers become
more educated about the impact of their
behaviour on the wider environment, they are
looking to make choices in the products that
they buy so that they can make a positive
contribution to living more sustainably.
Consumer requirements differ country-bycountry and whilst emerging markets are
recovering more slowly from COVID-19, they
are increasingly setting new trends. They
offer higher growth rates over the medium
term, particularly in Asia where China’s
personal care market is growing 9% a year.
We tailor our offering to those differing needs
by listening to our customers wherever
they are.
Almost all customers have experienced huge
growth in digital sales during the COVID-19
pandemic, accelerating trends we were
already seeing in our markets. Digital is a huge
disruptor and our digital strategy focuses on
R&D and production as well as sales &
marketing, helping us bring innovation to
market faster and in a more targeted way.

Croda International Plc
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There are over three million cases of skin cancer globally each year, responsible for tens of thousands of deaths. Our range of sunscreens meet
a clear need and are an important pillar of our sustainability Commitment to be People Positive by 2030. Our capability is in mineral inorganic
sunscreen filters that are the natural choice, certified by regulators, and are coral safe – a key concern with organic sunscreens that currently
dominate the market and can be destructive to coral reefs in the oceans.

Business model

Our business model
Using smart science to create high performance
ingredients and technologies that improve lives.

1

2

Who we rely on

What we do

37%

Innovation partners

Our innovation model combines internal R&D with
external technology investments and partnerships,
NPP as a
providing opportunities to collaborate with
% of total sales
universities and SMEs. This innovation ecosystem
(2020: 27%)
is unique, with R&D advances increasingly driven
by these partnerships. Our partners contribute to
the high proportion of NPP we sell and the
continued differentiation of our portfolio. In return,
new open innovation our shared knowledge helps them to advance
projects initiated
science, secure funding and make breakthroughs
that benefit society.

36

84%

Employees

We have a growing global employee base with
UK employee share more than a quarter of employees now located in
scheme participation Asia serving faster-growth markets. Recent
acquisitions have increased the proportion of
(2020: 85%)
people in science-based roles. Improving
workforce diversity is benefitting innovation by
expanding the range of thinking in our company.
Our model is decentralised, facilitating faster
Non-UK employee
decision-making delegated to colleagues who are
share scheme
close to customers. Our clear sense of Purpose
participation
and sustainability Commitment, underpinned by
(2020: 63%)
high levels of employee share ownership, ensures
that everyone pulls together to achieve our goals.
This is reflected in strong engagement and high
employee retention rates.
Voluntary employee
turnover
(2020: 5%)

60%

8%

Suppliers
Suppliers
representing

65%

of our spend have
been evaluated for
their responsible
practices
(2020: 50%)
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Most of Croda’s organic raw materials are
bio-based (originating primarily from palm
derivatives, corn, castor, rapeseed, coconut and
sunflower oils), enabling us to provide alternatives
to fossil-based ingredients. Using natural
resources brings with it responsibility to ensure
there are no negative societal or environmental
impacts as well as ensuring security of supply. We
partner with suppliers to improve sustainability
practices in supply chains and commit to sharing
the benefits equitably.
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We use smart science to create high performance
ingredients and technologies that improve lives. Our
ingredients deliver vital functionality to customers at
low inclusion levels, giving us strong pricing power
and allowing us to prioritise profit growth, ahead of
sales, ahead of volume. We operate globally and are
focused on high-value niches in life science and
consumer markets.

Create

Engage

Leveraging our position as the
leading innovator in our selected
markets, we meet consumer
needs by continuously expanding
our portfolio of 6,000 sustainable
and innovative ingredients,
supported by claims validation,
quality testing, sustainability data
and regulatory insight.

By building direct relationships
with customers, rather than using
distributors, and collaborating
with them at Croda innovation
centres around the world, we gain
a detailed understanding of their
needs helping us to identify
new opportunities.

Make

Sell

We use resources safely and
responsibly at our manufacturing
sites around the globe, running
flexible operations that have a
lower capital intensity than most
chemical sector peers.

We have a unique direct selling
model encompassing local sales,
technical resource and
warehousing, selling ingredients to
around 17,000 customers ranging
from multinational companies to
regional and independent brands.

Priority SDGs

•
•
•
•
•
•
•

Strong sense of Purpose
Agile, decentralised operating model; ‘One Croda’ culture
High proportion of renewable raw materials
Long-standing leadership and investment in sustainability
Long-term sustainability strategy in place
Global footprint with local sales, R&D and warehousing
Collaborative, open innovation model

• Flexible, capital-light operations
• Direct-to-customer selling model rather than
using distributors
• Broad customer base, large and small
• Compete on value rather than price
• Focused on high-value niches
• Top returning FTSE 350 company over the last 20 years

3

Who we create value for

See Stakeholder
engagement

P18

Employees

Communities

Society

We have 6,135 (2020: 5,684) employees globally,
all of whom received a Living Wage in 2021. We
increased the proportion of women in leadership roles to
36% in 2021, in line with our commitment to achieving full
gender balance in leadership positions.

Our employees donated 2,750 hours (2020: 2,559
hours) via our 1% Club, volunteering in their local
communities and delivering tailored support in
response to COVID-19. We are providing access
to our smart science through the Croda Foundation
which achieved charitable status and began
funding programmes to improve more lives.

We use our smart science to
improve the lives of people all around
the world (see People Positive
below). In every country in which we
operate we pay all required taxes
and have a fair taxation policy.

Customers

Consumers

Customer demand

Consumer requirements

Our customers seek innovative and sustainable
ingredients to differentiate their products and
meet changing consumer requirements.

Climate change, biodiversity loss, widening
inequality, changing demographics, and innovations
in digital technologies are transforming consumer
demands. See our Market themes on page 14.

~6,000

+100%

speciality ingredients

~17,000

customers worldwide

Shareholders

increase in sustainable
products launches since 2019

Croda is the top-returning
FTSE 350 company over the
last 20 years. We delivered a
record financial performance
in 2021 and made significant
progress on our non-financial
performance as we execute
our sustainability strategy.

24%

Customer product

Consumer benefit

Customers use our ingredients at low inclusion levels in
their products to deliver vital functionality, while helping
to meet their sustainability commitments, regulatory
requirements, and consumer needs.

Through our customers’ products, our
ingredients improve consumers’ lives by
addressing their needs in sustainable ways.

effective annual return over
20 years

Delivering our Commitment
Climate Positive

Land Positive

People Positive

We are reducing our emissions in line with our verified
Science Based Target, aligned with limiting global warming
to the 1.5˚C scenario. The majority of our raw materials are
renewable rather than petrochemical-based, delivering
product carbon footprint reductions to our customers.

We are already land net zero with our
crop and seed technologies saving more
land than is used to grow our bio-based
raw materials.

Our ingredients improve health and wellbeing, for
example in 2021 protecting 55 million people from
skin cancer, and contributing to vaccine
development projects targeting 15 of the WHO’s
24 priority diseases.

Croda International Plc
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Why
we are
different

Stakeholder engagement

Our stakeholder ecosystem
We continue to benefit from working closely with our stakeholders.
The strength of our relationships helps drive our success and our
positive impact on the world around us.
Section 172(1) statement
The Board of Directors confirms that during the year under review, it has acted to promote the long-term success of the Company for
the benefit of shareholders, whilst having due regard to the matters set out in section 172(1)(a) to (f) of the Companies Act 2006, being:
a. the likely consequences of any decision in the long-term; b. the interests of the Company’s employees; c. the need to foster the
Company’s business relationships with suppliers, customers and others; d. the impact of the Company’s operations on the community
and the environment; e. the desirability of the Company maintaining a reputation for high standards of business conduct; and f. the need to
act fairly between members of the Company. The information on pages 16 to 19 in the Strategic report should be read in conjunction with
the information provided in the Corporate governance report on pages 68 to 71. The content on these pages constitutes our s.172
statement, as required under the Companies (Miscellaneous Reporting) Regulations 2018.
See how the Board engage with our stakeholders

P68

Engaging with our stakeholders
Our
people

Our innovation
partners

Our
suppliers

Our
customers

We employ over 6,000 people
across 105 locations in 39
countries around the world. We
engage with them through pulse
surveys and listening groups as
well as regular team meetings.
In 2021 we implemented an
eight-point plan to support the
wellbeing of our employees.
With the strategic review of our
industrial businesses also
underway, a key priority has
been communicating openly
with our employees, recognising
that the engagement and
wellbeing of all employees is a
cornerstone of our success.

We engage with universities,
SMEs, research institutes and
our customers through our work
with them on R&D projects. We
added another 48 partners to
our open innovation network in
2021 and ran more than 100
active projects during the year.
Our R&D advances are
increasingly driven by innovation
partnerships and a growing
focus of these partnerships is
biotechnology, with access to
external facilities and specialist
expertise complementing
continued investment internally.

Suppliers play a critical role in
ensuring we can deliver
innovative ingredients to
customers. With the appointment
of a Head of Sustainable
Sourcing we are engaging with
suppliers so they understand our
expectations and align their
practices with our values and
standards. We have also
partnered with EcoVadis as our
framework for sustainability
monitoring. As most of our
carbon emissions are associated
with our supply chain, we
conducted lifecycle assessments
for more than three quarters of
our raw materials, significantly
enhancing our understanding of
our scope 3 carbon emissions.

With customers ranging from
large multi-nationals to regional
and independent brands, we
engage with them via our direct
selling model and at local
innovation centres around the
world. In 2021 we enhanced this
engagement with personalised
digital communications, and
listened more closely to the
voice of the customer through a
comprehensive global survey.
This engagement develops
unique customer intimacy and
enables us to gain significant
insight into customer challenges,
helping to drive our innovation
pipeline.

Wellbeing activities

Innovation partners

Suppliers representing

Voice of the customer
programme

>100

579

65%

3,000

wellbeing activities were held in
2021

partners complement internal R&D
investments

See Delivering value through
our culture

P36
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See Identifying unmet needs

P4

of spend have been assessed by
EcoVadis for responsible practices

Read more on our supplier
partnerships in our 2021
Sustainability Report

P41

customer responses across
49 countries

See ’Customer insights’
case study in our 2021
Sustainability Report

P39
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Investor engagement on sustainability
Legal & General Investment Management (LGIM)
who actively participated in the event.

Over 8% of Croda’s shares are owned by
specialist ESG investors compared with an
average of 2% for the chemicals sector,
reflecting our leadership position on
sustainability.
We are pleased that the growth in ESG investors
has been accompanied by increased two-way
engagement with shareholders as they look to
understand broader non-financial aspects of
our business.
In November, the Executive Committee
supported by our Plc Board undertook a
detailed annual review of our sustainability
strategy. The review was also supported by

LGIM provided an overview of their investment
process which includes an assessment of
companies based on their purpose and impact
using the UN SDGs as the framework, so is well
aligned with Croda’s approach. They outlined
their requirements from companies and specific
strengths and areas of improvement for Croda.
Matthew Courtnell (pictured right) of Legal &
General Investment Management, said: “As
investors we are keen to support and encourage
companies on the ESG journey and are always
open to engagement on all areas of the business.”

Regulators and
trade associations

Non-governmental
organisations (NGOs)

Our communities

Our shareholders

We engage and share expertise
with regulators and trade
associations, contributing best
practice, helping set minimum
industry standards, and ensuring
our own compliance. During
2021 we participated in COP26
and contributed to due diligence
for impending legislation.
We also joined Together
for Sustainability, a chemical
industry collaboration, through
which we are working to set
industry-wide standards for data
sharing to promote supply chain
transparency.

NGOs perform a valuable
function, engaging with
businesses to encourage them
to take responsibility for their
impacts and guiding effective
disclosure. We value the insight
we gain from our engagement
with NGOs which helps us
maximise our positive impact
and drive the industry towards
more sustainable practices.
During 2021 we supported a
resolution proposed by WWF
and other members of Action
for Sustainable Derivatives to
enhance the robustness of the
sustainable palm oil supply
chain that was successfully
endorsed by RSPO, the global
standards body.

Engaging with our local
communities to maintain positive
relationships and acting
responsibly, safely and
sustainably are critical to our
success. Our employees are
active members of their
communities. During 2021, our
communities benefitted from our
long-standing volunteering
programme, educational
outreach and tailored support in
response to COVID-19. In
addition, the Croda Foundation
received Charity Commission
approval enabling it to
commence supporting projects
aligned with the UN SDGs.

We maintain open dialogue
with shareholders as the
owners of our Company and
main source of long-term
funding. Digital communication
is facilitating more regular
investor engagement with
meetings conducted with over
500 investors in 2021. We are
also engaging with
shareholders on a broader
range of non-financial topics.
In 2021 we hosted a virtual
event to launch our
Sustainability Report, helping
investors understand our
non-financial performance.

Number of members of
Together for Sustainability

Manufacturing sites
processing

Croda Foundation

Number of investors
met in 2021

33

99%

6

>500

members working together
to promote supply chain
transparency

See Driving growth through an
embedded strategy

P34

of our palm oil derivatives are
RSPO supply chain certified

See Strategy in action

P32

initial projects supported through
£3m of funding

Read more on our community
engagement in our 2021
Sustainability Report

across virtual and physical
meetings

See Investor engagement

P71

P33
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Our strategy

Sustainability + Innovation = Growth
Over the last 18 months we have accelerated key elements of
our strategy to progress our transition to a dedicated Consumer Care
and Life Sciences company. Across these markets, sustainability together with
innovation will drive our future growth. We are focused on implementation,
working in partnership with our customers and suppliers, to deliver on our
Purpose of using Smart science to improve livesTM.
Group strategic objective

KPIs

Risks

See Key Performance Indicators

See Risk management

P44
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Our Purpose guides the strategic choices we make

Smart science to improve livesTM

Sustainability
Aligning our business
with our Purpose and
accelerating our
customers’ transition to
sustainable ingredients.

Innovation
The lifeblood of our
business, we seek to
increase the proportion
of NPP (New and Protected
Products) that we sell.

Growth
Consistent top and
bottom-line growth, with
profit growing ahead of
sales, ahead of volume.

Croda International Plc
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• Total Recordable Injury Rate
• Absolute scope 1 and 2 emissions
and intensity
• Land area saved
• Health and wellbeing
• Climate, Land and People Positive
KPIs are used for executive
remuneration (see page 88)

•
•
•
•

Delivering sustainable solutions
Product quality
Loss of significant manufacturing site
Ethics and compliance

• NPP as % of Group sales
• An NPP metric is used for
executive remuneration (see
page 88)

• Product and technology
innovation and protection
• Digital technology innovation
• Our people — culture, wellbeing,
talent development and retention

• Sales growth (%)
• Return on sales (%)
• Adjusted basic earnings per
share (EPS)
• Operating profit, earnings per
share growth as well as relative
Total Shareholder Return are
metrics used for executive
remuneration (see page 88)

• Revenue generation
• Management of business change
• Our people — culture, wellbeing,
talent development and retention

Investing in natural fragrances

Parfex employs a dedicated team of perfumers working
on natural fragrances and has recently launched a new
renewable range. We are creating a new R&D facility
which will become the creation centre for natural,
sustainable, biodegradable and fine fragrances
within Croda.

The new R&D centre will provide more than 2,000
square metres of laboratory and office space.
Sustainability and the customer experience were at the
heart of the design of the new centre. The centre
incorporates a ‘green’ roof with fragrance vegetation
and the space has been designed to enable
collaboration with our customers, perfumers and R&D
specialists. This investment in natural fragrances for
premium personal care and fine perfumery is a potential
differentiator in the fragrance markets.
Alexandre Levet, Sales Director at Parfex, said: “The
launch of our new renewable range of fragrances has
been well received by customers and the new,
cutting-edge R&D facility will spur the creation of new
natural fragrances and sustainable products.”

2021 progress and ongoing priorities
Croda
See Chief Executive’s review

P10

Consumer Care
See Sector review: Consumer Care

P24

Life Sciences
See Sector review: Life Sciences

P26

We are committed to being the world’s
most sustainable supplier of innovative
ingredients.

We are Strengthening to Grow Consumer
Care to deliver mid-single digit percentage
sales growth at strong margins.

We are Expanding to Grow Life Sciences
to deliver high single digit percentage
sales growth with a return on sales similar
to current levels.

• 1.5°C Science Based Target verified
• Implementing decarbonisation roadmaps
for our sites; quantified capex required
• Completed periodic reassessment of our
material issues and climate related risks
and opportunities
• Croda Foundation established to
permanently improve more lives

• Established Consumer Care as a new
sustainability solutions provider in
premium markets
• Acquired Alban Muller to accelerate our
transition to more natural raw materials
• Selling our ECO range of bio-based
products to replace petrochemicalbased surfactants in Home and
Personal Care products

• Meeting the sustainability challenges of
Crop Care customers with low carbon,
bio-based and biodegradable delivery
systems
• More than doubled number of World
Health Organisation (WHO) vaccine
projects we are working on, to support
vaccines for 15 of the WHO’s 24
priority diseases

• Enhancing our own innovation centres and
network of open innovation partners
• Established new centre for biotechnology
process design and optimisation
• Investing in digital across all areas of our
business model including AI and data
mining for knowledge management

• Embracing biotechnology, as well as
chemistry, to develop more sustainable
ingredients
• Strengthened our Plant Cell Culture
capability in Beauty Actives
• Becoming more knowledge-intensive;
44% NPP as % total sales (2020: 38%)

• Developing next generation sustainable crop
care delivery systems based on biologics
• Working on over 150 COVID-19 applications
• Secured 130 new customers and 250 new
programmes, two thirds for non-COVID
applications
• Becoming more knowledge-intensive;
48% NPP as % total sales (2020: 27%)

• Agreed divestment of the majority of our
industrials business
• Increasing our sales, innovation and
select manufacturing capabilities in
North Asia

• Built our presence in the fragrances and
flavours market following the Iberchem
acquisition in 2020; synergy and
integration plans on track
• Acquired Parfex, leader in fine and
natural fragrances
• Expanded our French-based botanical
ingredients in China

• Realised significant benefits from Avanti
acquisition
• Building a drug delivery business of
global scale to unlock future
opportunities in mRNA and gene
therapy applications
• Doubled capacity in three key patient
health care technologies

2022 strategic priorities

2022 strategic priorities

2022 strategic priorities

•
•
•
•

• Expand full formulation service in
premium markets
• Invest to build on strong sales in China
• Deliver planned Iberchem revenue synergies
• Grow sales of ECO to personal and home
care customers

• Expand range of applications for patient
health technologies
• Continue to scale-up operations
• Invest in resource in higher growth regions
• Accelerate development of biopesticide
delivery systems

Further proactive M&A
Deliver fast growth in China
Scale biotechnology
Do the basics brilliantly
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In June 2021 we built on the foundation that Iberchem
has provided in the fragrances and flavours market with
the acquisition of Parfex, a fine fragrance business
based in Grasse in the South of France. Grasse has
been the centre of the world’s perfume industry since
the 18th century. It is blessed with abundant natural
fragrance sources, producing two thirds of the natural
raw materials used by the French perfume industry.

Investment case

A unique proposition with
exciting growth potential

1. Focused on high growth niches
• Progressing our transition to a pure-play Consumer Care and Life Sciences company
• Improved organic sales growth
• Sector leading margins
Underlying sales growth versus 2019
(excluding lipid systems) (%)

Sector-leading return on sales
(%)
Average competitor EBIT margins*

23.6%

25
20

40

17.3%

36.4%

30

24.7%

15

23.0%

20
10

15.3%
10

5
0

Consumer Care

See Chief Executive’s
review

P10

0

Life Sciences

Consumer Care

Life Sciences

Consumer Care sector peers are Chr. Hansen, DSM, Givaudan, IFF and Symrise. Life Sciences sector peers are Kerry,
Lonza, Novozymes, WestPharma and Zoetis.
* Average competitor EBIT margins are adjusted operating profit (before interest and tax) divided by sales, as reported by
the company. Numbers are based on full year 2021 reported results.

2. A highly differentiated approach
• Unrivalled customer intimacy through direct-to-customer selling model
• Dynamic innovation engine with increasing sales from New and Protected Products
• A sustainability leader enabling customers to meet consumer and regulatory requirements
Recognised for sustainability leadership

Increasing proportion of sales from NPP
36.6%

40%

30%

28.1%

27.4%

2019

2020

20%

10%

0%

See Business model
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Jez Maiden, Group Finance Director:

3. Compelling financial characteristics
Capital allocation policy

• Strong balance sheet
• Capital light and highly cash generative operations
• Clear capital allocation policy prioritising investment in sustainability and innovation for growth

1

Reinvest for organic
growth – 1.5x
depreciation

2

3

Provide regular
returns to
shareholders –
40-50% of adjusted
EPS

4

Acquire
complementary
and adjacent
technologies

Maintain appropriate
balance sheet /
return excess capital
– 1-2x leverage
target

See Finance review

P46

4. Delivering consistent shareholder returns
• High returns on capital – 2-3x cost of capital
• 30-year track record of dividend progression
• Top quartile TSR performance over 5, 10 and 20-year time horizons
Top returning FTSE 350 company 2001-2021 (Total Shareholder Return)
Croda TSR Croda share price FTSE 350 TSR

20,000
18,000

Shareholder return*

16,000
14,000
12,000
10,000
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4,000
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2021

Note: Chart covers 31 December 2001 to 31 December 2021.
* Rebased to Croda’s initial share price of 241p at 31 December 2001.
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Croda is a unique business. Our Purpose-led culture, direct selling model, sustainability
leadership and collaborative approach to innovation all differentiate us from our peers. This has
helped drive excellent returns with Croda delivering top quartile shareholder returns over 5, 10
and 20-year time horizons. The agreement to sell the majority of our industrials businesses
progresses our transition to a pure-play Consumer Care and Life Sciences company with
leading positions in high growth niches. In line with our capital allocation policy, we will focus our
resources on delivering sustainable solutions and scaling our consumer, crop and health care
technologies. This will lead to consistent sales growth at even stronger profit margins, and higher
returns for our shareholders.

Sector review

Market sectors

Consumer Care

Beauty Actives

Building a stronger
Consumer Care
David Shannon
President Consumer Care

Beauty Care

F&F

Home Care

Sector strategy
Strengthening to Grow
Consumer Care
Sustainability

2021 was a year of significant growth,
even compared with pre-pandemic trading,
particularly at the premium end of the market
which will continue to grow as a proportion
of our sales.

portfolio and formulation expertise that
accelerates customers’ speed to market.
We are leveraging this business model
by providing total solutions tailored to
local needs.

This year we’ve added higher growth
businesses to the Consumer Care portfolio.
The Home Care business has an impressive
growth profile based on sustainable
technology platforms. Iberchem, our
Fragrances and Flavours (F&F) business
acquired in November 2020, also has an
admirable track record of growth augmented
by revenue synergies made possible by
our ownership.

We are also leveraging our leadership
position in sustainability, built on our heritage
of using renewable raw materials and
significant investment over more than a
decade. This sustainability leadership is
now bringing clear commercial benefits.

Within F&F and across Croda we are well
placed to meet the requirements of regional
and independent customers, due to a broad

(2020: £527.8m)

Adjusted
operating profit

£188.5m
(2020: £146.5m)
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• Embracing biotechnology, as well as
chemistry, to develop more sustainable
ingredients
• Strengthened our Plant Cell Culture
capability in Beauty Actives
• Becoming more knowledge-intensive;
44% NPP as % total sales (2020: 38%)

Growth

Consumer Care comprises Croda’s leading
global position in Personal Care, F&F and
Home Care. After a challenging period for the
top-line in 2019 and a COVID-impacted 2020,
the Personal Care business returned to good
sales growth in 2021, delivered with a strong
margin. This was led by our innovative, high
value Beauty Actives business, supported by a
resurgence in consumer demand in the heritage
Beauty Care division, with total Personal Care
underlying sales 15% above 2019’s prepandemic level and return on sales of 30%.
Alongside Personal Care, the Home Care
business saw excellent demand for its
innovative fabric care ingredients. Iberchem
has proven to be an excellent acquisition, with
innovation at the heart of its business, offering
customers in personal and household care
applications on-trend fragrances, particularly
for emerging markets.

Consumer Care delivered an excellent sales
performance, up 45% in reported terms to
£763.0m (2020: £527.8m). Underlying sales
were 18% higher, supplemented by 35%
growth from acquisitions and partly offset by
adverse currency translation of 8%. Within
underlying growth, price/mix was 13% higher,
reflecting growth in higher value products and
recovery of raw material price increases, with
volume 5% higher.

P20

£763.0m

Innovation

In addition, our ingredients deliver proven
efficacy underpinned by science and
innovation. We will deliver higher and more
consistent growth as the leading sustainable
and science-driven solution provider
in consumer care markets.

See Our strategy

Sales

• Established Consumer Care as a new
sustainability solutions provider in premium
markets
• Acquired Alban Muller to accelerate our
transition to more natural raw materials
• Selling our ECO range of bio-based
products to replace petrochemical-based
surfactants in Home and Personal Care
products

• Built our presence in the fragrances and
flavours market following the Iberchem
acquisition in 2020; synergy and integration
plans on track
• Acquired Parfex, leader in fine and natural
fragrances
• Expanded our French-based botanical
ingredients in China

IFRS operating profit increased by 26% to
£168.0m (2020: £133.0m). Adjusted operating
profit increased by 29% to £188.5m
(2020: £146.5m). Return on sales declined to
24.7% (2020: 27.8%), reflecting the dilution
impact from F&F, which operates at structurally
lower margins than Personal Care.

Doubling the lifetime of clothes

Croda has developed a range of fabric care proteins that replace
silicones and double the lifetime of clothes. Our ingredients protect
individual fibres helping our customers meet consumer demand for
renewable ingredients, sensory benefits and ‘care for clothes’.

Yong Chuan Lew (pictured), Global Business Director for Home Care
at Croda, said: “Croda continues to lead sustainable innovation
through our novel protein technology, delivering unique solutions to
help our clients to achieve their sustainability goals and meet
consumer demands. At the same time we are making a positive
contribution to the environment, demonstrating our Purpose of using
Smart science to improve livesTM.”

These proteins were critical to Unilever’s relaunch of their Comfort
fabric conditioner. We are backing this technology with £30m of
investment and expect sales of tens of millions pounds a year.
Most importantly, our fabric care technology is reducing the impact
of this industry on the environment through lower carbon emissions,
reduced water use and a significant reduction in clothes disposed
in landfill.

2021 business performance
After recovering in the second half of 2020 from
the impacts of the first COVID-19 global
lockdown, demand from Personal Care
customers strengthened during the first half
year, particularly in luxury and premium
markets. This was driven by resurgent
consumer demand, which continued through
the balance of the year. Customers also
increased their short-term stockholding. This
growth benefitted our Beauty Actives business,
the leading innovator in the global skin care
market. Beauty Care also saw good growth in
its ingredients for sun care, cosmetics and hair
care markets, alongside continued demand for
‘at home’ use products. Innovation is focused
on natural ingredients and biotechnology to
meet growing consumer demand, with Beauty
Actives launching AmeyezingTM, a
biodegradable product with its origins in wild
ginger that improves the appearance of dark
eye circles. Beauty Care and Home Care
leveraged sustainability through the bio-based
ECO surfactants plant in the US, which enables
delivery of sustainable ingredients that deliver
identical performance to petrochemical peers.
Iberchem and Parfex have proven to be
excellent acquisitions. The integration of
Iberchem, which has more than 80% of sales in
emerging markets, is on track to deliver nearly
€50m of annualised revenue synergies by
2025, principally through leveraging the
combined global sales network. Integration has
focused on realising these revenue synergies
and helping to transition raw materials onto a
more sustainable basis. Ten target countries
have been identified for revenue synergies,
including the United States and countries in
Asia, leveraging Croda’s sales team presence.
In Brazil, a new Iberchem business and R&D
laboratory have been established at the Croda
site. Iberchem has launched new product lines
that are Ecocert-accredited as environmentally
friendly and socially conscious, as well as
biodegradable. Overall F&F sales grew double
digit percentage, despite the impacts of COVID
being more pronounced in emerging markets,
with their lower vaccination protection rates.

Strengthen to grow in Consumer Care
Consumer Care is focused on high value niches
in faster growing markets, where sustainability
and innovation are key differentiators. NPP as a
percentage of sales grew to 44% (2020: 38%).
Our strategy is to Strengthen to Grow
Consumer Care to deliver mid-single digit
percentage growth (before raw material cost
recovery) at strong margins. We are achieving
this by embracing biotechnology, in addition to
chemistry, to develop more sustainable
ingredients, by leveraging our world class
reputation for formulation expertise to become
a full solution provider in premium markets, and
by expanding our presence in key technology
adjacencies and in high growth regions,
particularly Asia.
Organic investment in Consumer Care is
focused on expanding sustainable
technologies, such as mild surfactants and
innovative proteins for clothes care, to meet
accelerating customer demand. The sector is
benefitting from investment in biotechnology
and decarbonisation, both of which help reduce
‘scope 3’ carbon emissions in our customers’
supply chains. We supplemented organic
investment with the acquisition of two
businesses which accelerate our transition to
more natural raw materials, an important
differentiator in consumer markets. In March,
we acquired natural actives specialist Alban
Muller for €25m, expanding our portfolio of
natural ingredients in our global leading Beauty
Actives business. In June, we completed the
acquisition of Parfex for €45m. This acquisition
increases Iberchem’s sustainable fragrance
offerings and reinforces Iberchem’s superior
growth profile with greater access to fine
fragrances.
The four Consumer Care businesses each have
a clear growth strategy. Beauty Actives is the
leader in premium skin active markets,
developing critical ingredients based on its
expertise in peptides, botanicals and
biotechnology. We have introduced our

successful French botanical ingredients to
China, where consumers have a long-standing
preference for plant-based beauty products.
We will continue to invest in China, building on
excellent sales in 2021, enabled by investment
in sales, innovation and leveraging tighter
regulation of active ingredient claims.
Growth in Beauty Care is being driven by
sustainability, with technologies such as
vegan-friendly hair care ingredients and
bio-based surfactants displacing petrochemical
alternatives from competitors. We are
developing the highly differentiated parts of the
portfolio, such as our inorganic UV filters for
sun protection. We have invested in additional
capacity to deliver sulfate-free surfactants to
meet consumer demand for ‘clean beauty’
products.
In F&F, we are targeting to continue delivering
faster growth from emerging market exposure,
supplemented by significant integration
synergies and servicing the needs of smaller
customers with a one-stop-shop approach,
combining Croda’s critical ingredients with
Iberchem’s on-trend fragrances. We will
continue to invest in Fragrances, with a new
creation centre for fine perfumery and natural
fragrances at Parfex in France, by using
bio-based solvents in production processes
and through an R&D programme to develop
next generation fragrances through
biotechnology.
We are unlocking the growth potential of our
Home Care business in fabric care and hygiene
applications, with technologies that are highly
differentiated by their sustainability credentials.
The business delivered a 50% increase in sales
of ECO surfactants to Home Care customers.
We also commissioned additional capacity to
deliver Coltide Radiance to a multinational
customer for the relaunch of its fabric
conditioner brand, together with protein
technologies to other customers to extend the
life of clothes.
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The garment industry is responsible for 3% of global carbon
emissions. What’s more, over half the clothes we wear end up in
landfill. Extending fabric life can therefore deliver significant benefits
for the planet.

Sector review

Market sectors

Life Sciences

Patient Health

Consumer & Veterinary Health

Rapid expansion in
Life Sciences
Daniele Piergentili
President Life Sciences

Crop Protection

Seed Enhancement

Sector strategy
Expand to Grow Life
Sciences
Sustainability
• Meeting the sustainability challenges of Crop
Care customers with low carbon, bio-based
and biodegradable delivery systems
• More than doubled number of World Health
Organisation (WHO) vaccine projects we are
working on, to support vaccines for 15 of
the WHO’s 24 priority diseases

The Life Sciences team had a successful
year, in which we have truly lived Croda’s
Purpose to use Smart science to improve
livesTM and, at the same time, captured value
in the fast-growing markets we supported.
In Health Care, we have strengthened our
capabilities in drug delivery technologies. Our
role in the fast development and supply of
lipid systems for the mRNA vaccines is an
example of our innovation and flexibility in
action. We also stepped up our research into
novel vaccine adjuvants, and continue to
work closely with our partners to target next
generation vaccines, many for target
diseases which do not have effective
immunisation programmes today.
In Crop Care, the majority of our investment
has been focused on building technology

Sales

£572.3m
(2020: £392.5m)

Adjusted
operating profit

£208.5m
(2020: £124.5m)

platforms with an improved biodegradability
and carbon footprint – a clear commitment
to our partners’ sustainability roadmaps. An
example is our microplastic-free range of
seed coatings which have seen uptake
across both field crop and vegetable
applications this year.
The move we are making in Health Care from
ingredients for consumer applications to
delivery systems for biologics, and the
commitment in Crop Care to develop delivery
systems with a drastically improved
sustainability profile are at the core of our
desire to be ‘future ready’.
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• Developing next generation sustainable crop
care delivery systems based on biologics
• Working on over 150 COVID-19 applications
• Secured 130 new customers and 250 new
programmes, two thirds for non-COVID
applications
• Becoming more knowledge-intensive;
48% NPP as % total sales (2020: 27%)

Growth
• Realised significant benefits from Avanti
acquisition
• Building a drug delivery business of global
scale to unlock future opportunities in mRNA
and gene therapy applications
• Doubled capacity in three key patient health
care technologies

See Our strategy

P20

Life Sciences delivered significant sales, profit
and margin growth in 2021. It is leveraging
in-house developed and acquired technologies,
building scale for the delivery of customers’
drug, vaccine and crop science products. It is
moving into faster growth, higher value/lower
volume niches. The highest growth in 2021 was
seen in Health Care, with reported sales up 80%
year-on-year, driven by our focus on patient
health platforms. Crop Protection delivered
double digit percentage growth, reflecting strong
demand from crop science customers. By
contrast, the overall performance of Seed
Enhancement was subdued.
Sales grew 46% in reported terms to £572.3m
(2020: £392.5m). Underlying sales were over
40% higher, supplemented by over 13%
growth from acquisition and partly offset by
adverse currency translation of 8%. Within
underlying growth, price/mix was 35% higher,
reflecting growth in higher value products, with
volume 5% higher.
IFRS operating profit increased by 79% to
£201.0m (2020: £112.3m). Adjusted operating
profit increased by 67% to £208.5m
(2020: £124.5m). Return on sales increased to
36.4% (2020: 31.7%). As noted at the half year,
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Innovation

achieving this level of growth and profit
improvement in such a short period has placed
significant demands on the business and, as
anticipated, the margin level moderated in the
second half of the year as we invested in
additional people and brought new capacity on
stream to future-proof this growth, in addition
to a mix impact from increased Crop Protection
sales in the period.
2021 business performance
Health Care benefitted from the first full year of
ownership of Avanti. This has exceeded
expectations since its acquisition in August
2020 with its sales more than doubling over its
full year 2020 performance. It has grown sales
for clinical research delivery systems with its
pharmaceutical R&D customer base. In
addition, its in-house production of lipid
systems components for COVID-19 vaccine
applications has been supported by sales from
Croda’s UK lipid facility, which worked with
Avanti in 2020 to support the world’s first
COVID vaccines. Croda’s total lipid systems
sales in 2021 were approximately US$200m,
primarily to our principal vaccine customers,
accompanied by a rapidly building future sales
pipeline of other nucleic acid applications.

Within Crop Care, Crop Protection delivered
robust sales growth as a result of strong
demand, inflation recovery and continued
diversification of its customer base. Seed
Enhancement delivered a good performance in
Latin America driven by continued good sales
growth for field crops, but demand was
constrained for vegetables.
Expand to grow in Life Sciences
We have established Life Sciences as a high
value solution provider to pharmaceutical and
crop customers. Our strategy is to Expand to
Grow Life Sciences to deliver high single digit
percentage organic sales growth with a return
on sales well above 30%. We are deploying
more capital into Life Sciences to develop
sustainable solutions in our crop care
businesses and to build a broad-based drug
delivery business of global scale. We are also
strengthening innovation, through technology
acquisition and organic development. In 2021,
NPP as a percentage of Life Sciences sales
was 48% (2020: 27%), driven by the Avanti
acquisition and the growing proportion of sales
from higher value add technologies.
Within Life Sciences, the four businesses –
Patient Health, Consumer and Veterinary
Health, Crop Protection, and Seed
Enhancement – each have a clear growth
strategy. Patient Health offers the most
significant global opportunity for growth, much
of which can be delivered through organic
investment. We are leveraging our unique
purification and synthesis know-how by
investing in people resource, R&D and
operational scale up to become a leader in
biopharma drug delivery across nucleic acids,
proteins and vaccine adjuvancy. This builds on
our significant progress to date, including
meaningful sales of novel technologies, such as
non-aluminium vaccine adjuvants and lipids for
non-COVID-19 nucleic acid applications.
In 2021, we invested over £70m to scale up
manufacturing capacity for our three patient
health care platforms, reinforcing our leading
positions in drug and vaccine delivery systems.
Through recent investment, we have doubled
our capacity for vaccine adjuvants at our GMP
facility in Denmark, for speciality excipients at
our US site and for lipid systems capacity in the
Avanti, US and Croda, UK facilities. In addition,

we have committed a similar amount in further
investment in these platforms. Whilst we are
currently serving strong demand for emergency
COVID-19 applications, this new capacity will
increasingly unlock future opportunities in new
mRNA and gene editing applications.
Across our three patient health technologies,
we secured 130 new customers and 250 new
programmes, two thirds of which were for
non-COVID applications. We started working on
90 new COVID-19 projects, bringing the total to
more than 150 in over 30 countries. 160 new
non-COVID programmes included delivery of
speciality excipients for oncology and
immunosuppressant applications, support to the
development of HIV and Ebola vaccines
prioritised by the World Health Organisation, and
the development of lipid systems for new mRNA
vaccines such as influenza. We expect to see an
ongoing expansion in the range of lipid systems
for vaccines and therapeutic drugs, moving to a
broader portfolio of customers and applications
in the medium term.

Strategic report

Health Care’s established patient health care
platforms in speciality excipients and vaccine
adjuvants also enjoyed strong growth in 2021,
with underlying sales up over 40%. Alongside
COVID-driven demand for therapeutic drugs
and vaccines, this reflected strong demand for
speciality excipients in biologic drugs, and for
adjuvants for new vaccines and global
expansion of existing protection, particularly in
the developing world.

Supporting WHO
priority vaccine
development
around the world
As part of our People Positive strategy, we
are committed to using our smart science
to promote healthy lives. By the end of
2024, we want our technology to be part
of 10 phase three clinical trials across at
least a quarter of the priority pipeline
vaccines listed by the World Health
Organisation.

In Consumer and Veterinary Health, we are
continuing to grow in oral care, topical
application and animal health solutions.
Our Crop Protection business is expanding its
leading position in formulation ingredients to
provide sustainable delivery systems for our
crop customers. It is established as a key
innovation partner to the major crop science
companies and is increasing sales to mediumsized and smaller customers who now account
for more than 50% of revenue. Crop Protection
already provides low carbon, bio-based and
biodegradable delivery systems, and is
developing systems for next generation
biopesticides and biostimulants that use
microbials and RNA. Similarly, sustainability
trends are driving Seed Enhancement, where
we have secured our first commercial
customers for seed coatings that are free from
micro-plastics. It is also developing seed
enhancement technologies that stimulate
plant growth.

We are currently working on more than 150
COVID-19 projects in over 30 countries,
the majority of which utilise our vaccine
adjuvant technologies acquired with
Biosector in 2018, as well as our expertise
in speciality excipients and lipid systems.
We worked with countries around the world
to support their vaccination programmes as
vaccine development and production
globalised. For example, our team in
Indonesia worked with authorities to
fast-track import of Croda ingredients as
well as providing technical support to
produce vaccines locally in response to
escalating cases.
Laura Ciccardi, Sales Manager in Health
Care at Croda, said: “We are incredibly
proud to be supporting the development
of sovereign vaccine programmes around
the world, helping to improve the supply
and accessibility of COVID-19 treatments
in both developed and developing
nations.”
Looking beyond COVID-19 we are
investing in next generation adjuvant
technologies to become more involved
with the fight against 24 other WHO-listed
diseases such as malaria, HIV and
tuberculosis. We are also increasing the
collaboration across our patient health
portfolio, recognising the benefits of Avanti
and Biosector working together.
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Sector review

Market sectors

Performance Technologies
Performance
Technologies continued
to strengthen during
2021 against a backdrop
of rapid recovery in
industrial and technology
markets.
Performance Technologies continued to
strengthen throughout 2021. Sales growth
reflected increased demand across automotive,
packaging and industrial end markets. Margin
also improved through improved product mix
and the benefit of increased volume on operating
leverage within the sector. Smart Materials
delivered strong sales across its broad range of
application markets, including markets which
benefitted during COVID lockdowns, such as
packaging. 2021 also saw a rapid recovery in
Energy Technologies markets. Significant raw
material cost inflation was fully recovered
through selling prices.

Sales grew by 18% in reported terms to
£439.5m (2020: £373.6m). Underlying sales
were 24% higher, partly offset by adverse
currency translation of 6%. Within underlying
growth, price/mix was 11% higher, reflecting
recovery of raw material cost increases and
greater contribution from higher value products,
with volume 13% higher as sales recovered
post-pandemic.
IFRS operating profit increased by 38% to
£62.7m (2020: £45.3m). Adjusted operating
profit increased by 32% to £64.5m
(2020: £48.9m). Return on sales increased to
14.7% (2020: 13.1%). Second half margin
performance was notably stronger than prior
year, reflecting the benefit of operating leverage
and growth in higher value-add niche markets.
Against the backdrop of a rapid recovery in
industrial and technology markets, as well as
rising raw material costs, demand grew strongly
across both businesses, accentuated by
customer inventory build in the first half year.
Croda’s demand outpaced the broader market
recovery, due to greater exposure to higher
growth niche markets and next-generation
applications, such as electric vehicles. Smart

Industrial Chemicals
Industrial Chemicals
activities have continued
to support the overall
efficiency of Croda’s
three principal sectors.
Industrial Chemicals has continued to support
the overall performance of Croda’s three
principal sectors. After a period of lower sales
reflecting re-engineering of a number of
products and processes to reduce the volume
of by-products produced, which have then
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traditionally been sold by this sector, the
product portfolio was stable and sales grew
with the upsurge in global industrial demand,
together with robust pricing management.
Sales grew by 19% in reported terms to
£114.8m (2020: £96.4m). Underlying sales
were 25% higher, partly offset by adverse
currency translation of 6%. Within underlying
growth, price/mix was 15% higher, reflecting
higher commodity prices, with volume 10%
higher. IFRS operating profit increased to
£6.5m (2020: £0.6m loss). Adjusted operating
profit increased to £7.1m (2020: £0.3m loss).
Return on sales increased to 6.2% reflecting
the benefit of operating leverage, improved
product mix and higher commodity prices.

Smart Materials

Energy Technologies

Materials continued to benefit from good sales
for packaging, circular plastic and other
polymer applications, delivering a 22% increase
in underlying sales over 2020 and well ahead of
pre-pandemic levels. The progressive recovery
in industrial and automotive markets saw
Energy Technologies grow underlying sales by
26%, to recover to pre-pandemic levels. Overall
NPP sales grew in absolute terms and were
broadly stable as a proportion of total
Performance Technologies sales, at 18%
(2020: 19%).

Sales

£439.5m
(2020: £373.6m)

Adjusted
operating profit

£64.5m
(2020: £48.9m)

Market sectors

Industrial Chemicals

Sales

£114.8m
(2020: £96.4m)

Adjusted
operating profit

£7.1m
(2020: £-0.3m)

Strategic report

Divestment of the majority of Performance Technologies and
Industrial Chemicals (PTIC)
In December 2021, we agreed to sell the majority of the PTIC businesses
to Cargill Inc., for an enterprise value of €915m (approximately £778m).
The business to be divested accounted for 77% of PTIC’s 2021 reported
sales and comprises five manufacturing facilities, together with
associated laboratory facilities and sales operations. We are currently
working on the process to separate the two businesses with completion
expected in summer 2022. The consideration includes the sale of 100%
of Croda Sipo in China, a joint venture which Croda currently manages
and in which it has a 65% shareholding. If Croda’s 100% ownership of
Sipo cannot be realised, Sipo will be excluded from the PTIC sale,
reducing the consideration by €140m. The overall disposal is subject to
customary regulatory approvals but is not subject to shareholder
approval. Under Cargill’s ownership, the divested business and its
talented workforce can look forward to a bright future.

With completion of the divestment expected in summer 2022, this
transaction had no impact on the Group’s reported results for 2021,
except for costs incurred reported as an exceptional item. In these
2021 results, PTIC revenue totalled £554m (2020: £470m) and
adjusted operating profit was £72m (2020: £49m).
Taking account of the value to be retained by Croda under a future
supply agreement for products to be manufactured at Croda sites
and supplied to the acquirer, together with dis-synergy costs
remaining with Croda which were previously allocated to the divested
business, the estimated impact of the divestment on Croda’s
reported 2021 results, had it occurred at the start of 2021, would
have been to reduce revenue by £361m (2020: £298m) and adjusted
operating profit by £59m (2020: £36m).

Creation of Industrial
Specialities
With the agreement to divest the majority of PTIC reached in December
2021, the 23% of PTIC sales which will be retained within Croda will
become the new Industrial Specialties sector. It will play a key role
supporting Consumer Care and Life Sciences. It will support global site
utilisation and profitability as part of Croda’s integrated model in those
areas of the business which are deeply embedded in Croda’s regional
operations, technologies and IP. Post-closing of the majority PTIC
divestment, Industrial Specialties will also generate revenue and profit
from a new long-term supply agreement, whereby Croda will supply
certain products from its retained manufacturing sites to the acquirer.

Post-closing, the Industrial Specialties sector will focus on supplying
ingredients for its existing markets including coatings, emulsion
technologies, water treatment and in fibres and fabrics. It will also
leverage Croda’s retained technology capabilities in markets such as
display technologies and electronics, and a smart formulation
capability in low-emission coatings. It will continue to manage tolling
agreements and co-stream product sales from our sites which arise
from Consumer Care and Life Sciences production processes.
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Sustainability

Sustainability strategy – our Commitment
We are committed to being the most sustainable supplier of innovative ingredients.
We will create, make and sell solutions to tackle some of the biggest challenges
the world is facing. By 2030 we will be Climate, Land and People Positive.
We also have important KPIs outside of these three categories, which
we believe are crucial to the success of our business. We have
collectively called these our Fundamentals. We consider these targets to
represent the required social licence to operate in 2030 for a
multinational company such as Croda.

Our Commitment
In 2020 we launched our Commitment to be Climate, Land and People
Positive by 2030, externally benchmarking our targets with the support of
the Cambridge Institute of Sustainability Leadership to ensure our ambitions
align with expectations of a sustainability leader in our industry. Ours is a
restorative strategy, designed to ensure that planet and society are better as
a result of our activities, and that we are not just ‘doing less bad’.

The Sustainable Development Goals (SDGs), organised by the United
Nations, underpin our Commitment. We have identified 23 SDG targets
out of the 169, across nine goals, that are drivers of our strategy – those
where we must reduce our negative impact and those where we can
make the biggest positive contribution. These were then grouped around
the themes of climate, nature and society, hence our Commitment to be
Climate, Land and People Positive.
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2021 materiality assessment
We conducted a full materiality assessment during 2021, concluding the
fourth materiality assessment triennial cycle that started in 2012. This
was our most comprehensive to date, with more data sources, direct
contact with stakeholders and detailed analysis than ever before. Given
the accelerating nature of the global sustainability agenda it was vital to
‘take the temperature’ of stakeholder expectations in 2021. A full report
on the materiality assessment can be found in the accompanying
Sustainability Report 2021 (page 14); the outcome of the assessment
reconfirmed we are focusing on the right topics for most stakeholders,
while we saw nature/biodiversity and global health preparedness
increasing in importance since our last assessment in 2018.
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Fundamentals

Smart science
to improve livesTM
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As we deliver on our Commitment to be Climate, Land and People
Positive by 2030 we anticipate satisfying an increasing number of our
stakeholders’ sustainability demands. In doing so we anticipate generating
significant value for our customers’ brands as they meet the needs of
consumers, who in return will reward suppliers, like Croda, who help them
achieve their own ambitious sustainability targets.

ple Positive

See our 2021 Sustainability Report for more detail

P14-15

2021 materiality
framework

C Climate Positive
L Land Positive
P People Positive
F Fundamentals
Material areas that
range across axes

Risk to Croda,
therefore a challenge
Opportunity for Croda
to provide a solution

This grid provides a
summary of the key
issues identified
through our materiality
assessment and how
they relate to Croda.

Croda’s impact on the world

C Climate action

L Circular economy

L Environmental stewardship

C Global change
preparedness

F Process safety
F Health, safety and wellbeing
P

P

Growing
business
for good

Diversity
and inclusion

C L

C

L

P Product innovation

F Responsible business
F Knowledge management
P Community education and engagement
P Growing business for good
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Product
stewardship

P F Our people

P Diversity and inclusion
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The world’s impact on Croda

L
Biodiversity

F Supplier partnership
F Customer intimacy

2021 Performance
Strategic report

“I would like to recognise and thank everyone for the huge
efforts made in delivering the 2021 progress towards the
positive impacts on the planet and society to which we aspire.”
Phil Ruxton, Chief Sustainability Officer

Climate Positive

27%

reduction in scope 1 and
2 GHG emissions intensity
since 2020

1.5°C
Science-Based Target
validated

951,000

tonnes CO2e avoided through the use
of ingredients attached to verified
case studies

69%

of our organic origin
raw materials were
bio-based in 2021

Land Positive

33,734

hectares of land saved over
2019 baseline: our range of
biostimulants, adjuvants and
seed coatings continue to save
more land than is used to grow
all of our bio-based
raw materials

Validated
Through extensive field trials
with a major customer in
Brazil, we measured and
demonstrated the land
saving benefit of our
adjuvant technologies

Biodiversity
We recognise the benefits Croda
technologies can bring in protecting
biodiversity and nature, and have
started a programme to measure
our impacts in partnership
with CISL

60%

of our land area saved
is in Asia and Latin
America, where there is
greatest demand for food
productivity and the
highest threat of
deforestation

People Positive

55

million people protected
annually through the
use of Croda sun
protection ingredients

Supported
the global scale up of COVID-19
vaccine delivery and rapidly
executed significant investments
at manufacturing sites in the
UK and USA

Six

projects approved for
funding by Croda
Foundation’s Board
of Trustees

36%
leadership
roles held by
women

Fundamentals
NETWORK

All employees temporary
and permanent were paid a
living wage at the end of
2021, according to Fair
Wage Network criteria

94%

17%

reduction in process
safety incident rates
compared to 2020

Awarded Business of
the Year at the World
Sustainability Awards

of palm derivative
volumes purchased
have supply chain
transparency achieved
to refinery

We are committed to providing full transparency on progress against our milestones, KPIs and 2030 targets, as well as the wide
variety of other ESG data points requested by stakeholders. Please see our ‘non-financial data performance summary’ on croda.com
to download our non-financial datapack.
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Sustainability (continued)

Strategy in action – our targets
A review of our sustainability strategy by the
Executive Committee in 2021 resulted in
re-committing to the highest level of ambition
across all our 2030 targets, despite a changing
business portfolio.

Climate Positive
Scope 3 emissions analysis and external
verification
In 2021 we established a clearer view of our
supply chain emissions, conducting a thorough
analysis of our scope 3 emissions, which is
externally verified by Avieco.
The audit reduced our 2018 scope 3 baseline
by approximately 104,500 tonnes CO2e (7%) as
our emissions were previously overestimated.
This was primarily due to the accuracy of
estimations and emission factors for our
‘Capital goods’ scope 3 category. Purchased
goods is our largest category, accounting for
83% of our upstream scope 3 emissions, with
the majority of this being raw materials.

Technical Guidance for Calculating scope 3
emissions. We use a hybrid approach to
calculate our scope 3 emissions, using the
following methods:
Process-based method – using actual
consumption data on a given activity and the
associated carbon conversion factor to
calculate the emissions. Emissions factors
have been sourced from:
• Croda’s Life Cycle (LCA) Analysis tools
for raw materials
• A Life Cycle Analysis database (Ecoinvent)
• Life Cycle Analysis studies published by
other reputable sources
• Published conversion factor sets for
reporting on organisational GHGs
(DEFRA/IEA)

Extended Environmental Input-Output
Life cycle assessment studies for key raw
(EEIO) model method – using spend data,
materials have developed our knowledge of
emissions are calculated using EEIO models to
emissions within our supply chains and we are
quantify the emissions associated with a sector
now able to represent the reduction in carbon
of the economy in a given geography
footprint associated with purchasing palm certified
To calculate our applicable scope 3 emissions,
by the Roundtable on Sustainable Palm Oil
extensive EEIO modelling was carried out. This
(RSPO). Around 40% of our scope 3 emissions
method combines macro-economic data and
associated with raw materials are covered by
supply chain specific studies such as this. We also industry-level carbon emissions data to estimate
have volume-based, industry-recognised life-cycle the carbon associated with financial activity in a
assessment (LCA) figures attached to a further
35% of our raw material greenhouse gas
2021 scope 3 emissions by category
emissions, leaving only 25% based on spend
2021
scope
2021
scope3 3emissions
emissionsby
bycategory
category
calculations. As our customers look to their
suppliers to help them achieve their sustainability
targets, understanding our scope 3 emissions and
being able to identify opportunities to reduce our
own emissions supports our customers as they
seek more sustainable ingredients.
Our 2021 scope 3 emissions are 14.8% higher
than our baseline year of 2018. This is largely due
to greater investment and increased emissions
associated with raw material purchases, due to
increased production volumes. Business travel
reduced by 75% due to the pandemic. This
increased granularity allows us to identify carbon
hotspots in our supply chain, and work with
suppliers to drive emissions reductions.
Our scope 3 emissions are calculated using
methodologies consistent with the WRI’s
Greenhouse Gas Protocol: Corporate Value
Chain (scope 3) Accounting and Reporting
Standard as well as the WRI’s GHG Protocol
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given sector and geography. This approach
provides us with the tools to carry out a
complete assessment as well as identify carbon
hotspots across the value chain, ensuring we
focus our attention where it matters most.
Where actual consumption data is available the
process-based method is applied, as this is a
more accurate estimation of our scope 3
emissions. The process-based method includes
LCAs from a range of sources, and published
conversion factors as described above.
Driving operational decarbonisation
An internal shadow carbon price of £50 per
metric tonne CO2e was applied to all major
capital investment proposals during 2021.
However, we realise that initiatives aimed at
reducing emissions at manufacturing sites
alone will not be enough to achieve our 1.5°C
science-based target. We are also developing
low carbon alternatives to existing ingredients.
To support this, we have developed a
methodology to calculate scope 1 and 2
emissions at a product level. By including the
sales of all products, we can now track our
scope 1 and 2 carbon footprint at the sector
level, driving ownership and focusing our
management teams on creating the alternative
low carbon solutions our customers require.
For the first time in 2021, major sectors presented
their carbon budget to the Executive Committee
alongside their financial budget. They presented
their forecasted carbon emissions for 2022, as
well as actions to ensure emissions remain within
budget and are aligned to achieving our
Science-Based Target (SBT). In 2022 we will add
scope 3 emissions associated with raw materials
into these calculations, further improving sector
visibility of their carbon footprint.

Purchasedand
goods
and- services
- 83%
Purchased
services
83%
Purchasedgoods
goods and
services
- 83%
Raw
materials
–
73%
Raw
– 73%
Rawmaterials
materials
– 73%
PFR/tolling/semi-finished
– 5%
PFR/tolling/semi-finished
– 5%
PFR/tolling/semi-finished
– 5%
Packaging
– 2%
Packaging
Packaging
– 2% – 2%
Other – 3%
Other –Other
3% – 3%
Capital goods
– 6%
CapitalCapital
goods goods
– 6% – 6%
Fuel and energy-related – 3%
Fuel
and energy-related
Fuel and
energy-related
– 3% – 3%
Upstream transportation and distribution – 6%
Upstream
transportation
and distribution
Upstream
transportation
and distribution
– 6% – 6%
Road – 3%
Road –Road
3% – 3%
Sea – 2%
Sea
– 2%
Sea – 2%
Air
– 1%
Airgenerated
– 1%
Air – 1%
Waste
in operations – <1%
Waste Waste
generated
in operations
– <1% – <1%
in operations
Business
travel generated
– <1%
Business
travel –travel
<1%
Employee
commuting
and–home
Business
<1%working – <1%

Employee
commuting
and home
– <1% – <1%
Employee
commuting
andworking
home working

2021 scope 3 emissions: 1,141,056 teCO2e
(2018 baseline: 994,235 teCO2e)

Validating our land saving assumptions
Our Land Positive targets focus on land use and
crop science innovation. To enable us to identify
areas where we can have the maximum impact
on land use, we need to know our current land
impact. In 2021 we collaborated with one of our
major agriculture customers to validate the
assumptions used to calculate our land saving
data for our adjuvant technologies, demonstrating
that our assumptions are justified and, in fact,
conservative.
2021 also saw us make significant steps towards
how we will achieve our crop science innovation
target, opening our Product Validation Centre
located in Holambra near São Paulo, Brazil. This
state-of-the-art facility includes laboratories and
greenhouses and is focused on validating and
substantiating claims and results from our
formulation, microbiology and seed treatment
laboratories. Managed by a specialist team that
includes agronomists, chemists and biologists
from Crop Protection and our Seed Enhancement
business, Incotec, the centre has the highest level
of technical expertise, generating realistic and
robust data for customers.

People Positive

This specialist team, now all under one roof,
enhances our ability to develop innovative new
solutions and explore the use of digitalisation and
new technologies to create more sustainable
ingredients.

Collaboration to develop alternative vaccine
adjuvants
In 2021 we established a strategic collaboration
with the Danish Government’s life science
research institute, Statens Serum Institute (SSI).
This will enable accelerated trials of alternatives to
traditional aluminium-based adjuvants, providing
new opportunities for the development of
vaccines for diseases where effective vaccines
do not currently exist, as well as more effective
vaccines for a range of diseases.
The collaboration encompasses manufacturing
and commercialisation of two novel adjuvants,
both of which are in clinical development. Studies
show that both adjuvants induce strong immune
responses, with one inducing both antibody and
T-cell response and the other, which is already in
use within cancer immunotherapy trials, facilitating
production of CD8+ T cells.
This agreement, along with the significant
investment at manufacturing sites in the USA and
UK made in 2021, will increase our capability and
capacity to support World Health Organisation
(WHO) pipeline vaccine development in the future.
This takes us one step closer to achieving our
ambition of supporting the successful
development and commercialisation of at least
25% of WHO listed priority pipeline vaccines.
See page 27 for more on our investments in
Health Care.
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Land Positive

Sustainability (continued)

Driving growth through an embedded
strategy
Impact beyond our direct operations
Our impact on the SDG targets is far greater
through our supply chain and our customers
than just through our own operations (see
business model page 16).

Sustainable Development Goals
It is estimated that there is US$12 trillion
incremental economic value to be gained if the
world meets all 169 targets associated with the
United Nations Sustainable Development Goals
(SDGs), delivered through technology innovation,
new markets and new business models.1

Economic value of SDGs

$12 trillion

To meet the sustainability expectations of
our customers we need to measure, manage
and reduce the negative footprints of our raw
materials before they even reach our gates.
For example the carbon, water and land
footprints embedded in our raw materials are
typically many times larger than the footprint
associated with our own activities.
We are starting work with partners in our
supply chains to identify programmes that
will do more than reduce negative footprints
and will restore and improve communities
and ecosystems.
By innovating thoughtfully, sourcing
sustainably, minimising the footprint of our
own operations and leveraging our excellent
decentralised customer intimacy, we will
play our part in helping our customers and
their markets deliver on the SDG targets.

to be gained if the world meets
all 169 SDG targets1

Creating value as we help our customers
achieve their sustainability ambitions
Consumer-facing companies responding to
societal demands and increasing regulation
in every market and region we serve have
guided much of our work in prioritising the
growing sustainability agenda to develop
our Commitment.
Our customers are diverting resources
towards partnerships with those suppliers
who help them meet their purpose and
longer-term sustainability targets. Through our
intimate relationships with customers large
and small across the world we are helping
them achieve these non-financial targets and,
in so doing, we are creating the opportunity
for further value growth.

1. ‘Better Business, Better World’ report, Business
Sustainable Development Commission, Jan 2017
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Aligning the whole organisation to deliver
on our Commitment
Through our decentralised approach to
decision-making and can-do attitude, we
can mobilise the whole of Croda in our
sustainability journey, enabling us to
respond to local variations in requirements
from stakeholders and adjust our approach
as the sustainability agenda evolves.
Our Purpose and our Commitment are also
proving to be vital recruitment and
motivational tools for existing and future
employees, enabling us to engage with the
best possible candidates and support
further development of our staff.
We are taking several approaches to support
this and ensure we align all our activities. We
have included Climate, Land and People
Positive factors in our long-term incentive
scheme for the most senior leaders; we have
created regional Sustainability Champions
Networks to engage those passionate
individuals around the organisation who can
contribute to local execution and share best
practice; and by the end of 2022 we will have
doubled the resources across the
organisation focused on sustainability,
beyond the central Group Sustainability team.

At the heart of our approach to
meeting our Commitment is innovation,
which has been the lifeblood of our
success for many decades.
Innovating the right solutions for the planet
and society in the right way
At the heart of our approach to meeting our
Commitment is innovation, which has been
the lifeblood of our success for many
decades. Our business model has relied on
creating new market niches with novel
product offerings to drive growth. This
approach remains relevant today, in the UN
Decade of Action on the SDGs, with our
innovation priorities focused on helping our
customers and end markets deliver on the
SDG targets, with 88% of new products
directly contributing to our priority SDGs.
Our innovation model is a decentralised one,
with our R&D advances increasingly driven by
our partnerships, often managed locally by
one of our innovation centres around the
world, close to customers and partners. This
ensures we can respond to local variations in
approach to contributing to the SDGs, and
access novel processes, raw materials and
expertise through our partners.

Assessing the risks and opportunities
Risks and opportunities associated with
delivering the various aspects of the
sustainability agenda are captured using our
global integrated risk management framework
(page 50). In general, we identify more
sustainability related opportunities than risks
to the Croda business model.
In 2021 we adopted TCFD guidance to report
our climate related risks and opportunities
(pages 40 to 43).

Our Commitment

23 SDG
targets
underpin our strategy

Strategic report

Measuring our growth against the SDGs
Having previously identified the SDG targets that directly connect with our Commitment (see Sustainability Report 2020 page 11),
this year we have mapped out how those SDG targets can be impacted through the use of our products in the markets in which we
operate, considering our product offering into those markets and the primary supply chains and operations that provide them.
We plan to continue this assessment in the coming years to develop a means of assessing our revenues and profitability by SDG
target. The table below presents a summary of the SDG targets our activities impact, broken down by sector and business unit:
Consumer Care

Value chain

SDGS

Life Sciences

Beauty
Care

Beauty
Actives

Home
Care

Fragrances
& Flavours

Seed
Enhancement

Crop
Protection

8.5

8.5

8.5

8.5

12.2

12.2

12.2

12.6

12.2

12.2

12.7

12.7

12.7

12.7

12.7

12.7

13.2
15.2
15.5
3.9

PTIC
Health
Care

Energy
Technologies

12.7

12.7

13.2
15.5

3.9

15.2

15.2

15.2

15.5

15.5

15.5

3.9

3.9

3.9

3.9

Smart
Materials

Industrial
Chemicals

12.2

12.2

12.7

12.7

13.2

13.2

15.2

15.2

15.5

15.5

3.9

3.9

3.9

6.3

6.3

6.3

13.2
15.2

3.9

4.3

Operations

5.5

5.5
6.3

6.4

6.4

7.2

6.4

7.2

6.3

6.3
6.4

7.2

7.2

7.2

7.2

7.2

7.2

Products & Services

8.8
9.4

9.4

9.4

9.4

9.4

9.4

9.4

9.4

9.4

9.4

12.5

12.5

12.5

12.5

12.5

12.5

12.5

12.5

12.5

12.5

2.3

2.3

2.4

2.4
3.3

3.4

3.4

7.3

14.1

14.1

7.3

7.3

7.3

7.3

7.3

7.3

7.3

13.2

13.2

13.2

13.2

13.2

13.2

13.2

14.1

14.1

14.1

15.3

15.3

14.1
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Sustainability (continued)

Delivering value through our culture
Culture creating value and driving
performance
Our people strategy is focused on delivering our
Purpose, further strengthening our culture and
creating inclusive and engaging environments
for all. We believe that embedding our values
throughout the organisation will enable us to
attract and retain the best talent, unlock our

people’s full potential and deliver high
performance and engagement within our teams.
During 2021, a new set of 14 competencies
aligned with our values of ‘Responsible’,
‘Innovative’ and ‘Together’, were introduced.
Each competency describes how the values are
exhibited and can be developed through
specific behaviours within our work. A cross
section of Croda employees from across the

globe assisted in the shaping of the
competencies and will continue to be involved in
the implementation and ongoing review. This
has been a positive and exciting step forward in
our journey as for the first time we have a
description of the attitudes, skills and
behaviours valued within Croda, that are shaped
by our values and underpinned by our culture.

Values
Embedding new competencies, that support our values, has been a priority within our learning and development teams and an integral part of
our leadership development. This year, we have introduced a number of new programmes and activities which are aligned directly with our
new competencies.
Responsible – Authentic leadership
training
Authenticity is part of our new competency
framework and encourages self-awareness
and working in a way that is aligned with
inner values. We invited a number of our
teams across the organisation to take part
in an Authentic Leadership Development
programme. The programme explains the
importance of understanding purpose,
acting with integrity and building
relationships which are founded on trust.
It uses psychometric evaluation and is
facilitated by external consultants.

Innovative – Phoenix Rising
We introduced a new concept programme to
our leadership development with a difference,
called Phoenix Rising. It is routed in inclusive
behaviours and attendees come from multiple
levels and functions across the organisation, to
connect through experiences and discussions.
It is an opportunity to coach, mentor and
reverse mentor each other, through different
perspectives. This programme facilitates the
integration of our Purpose, values and
behaviours of our people through leadership
and the programme is facilitated by
external consultants.

Together – Leading with empathy
To develop our understanding of the role
empathy plays, particularly in uncertain times,
our Executive Committee and senior leaders
attended webinars on the importance of
leading with empathy. The webinars used
neuroscience to explain the important role
empathy has in creating inclusive, innovative
and psychologically safe working
environments. We have opened up our new
development planning tool to all employees,
at all levels. To make development planning
easy and accessible, we have included new
competency-based playlists.

Responsible

Innovative

Together

•
•
•
•

•
•
•
•

•
•
•
•

Competencies
Authenticity
Cross cultural sensitivity
Inclusivity
Living the values

Curiosity
Strategic perspective
Adaptability
Delivery

Working together
Empathy
Care and compassion
Managing conflict

Foundation competencies
• Self-led learning
• Technical/functional expertise

Talent development
Our learning and development programmes have been reviewed with the aim of modernising and aligning to our values and competencies. We have
begun redesigning our internal offering with a plan to launch these programmes during 2022.
A number of leadership behaviours aligned to our values were identified which will form part of selection and nomination to leadership development
opportunities going forward.

How we manage and measure culture
Our approach to monitoring culture is through direct engagement with our people:
Area
Reason to use
Example of use
Pulse
surveys

Used to give the perspective of our
people, helping leadership teams to
understand employee sentiment on
areas of interest or concern.

In 2021, we deployed a survey concerning the strategic review of the PTIC businesses. We asked a
series of questions, including a specific question related to our values; “I believe Croda is committed
to carrying out the review process in line with our values, keeping everyone informed of progress”.
74% of responses agreed or strongly agreed, with 22% giving a neutral response.

Listening
groups

A feedback channel used globally
and regionally to enable employees
to share their positive and negative
experiences on given topics.

We regularly hold listening groups or offer feedback sessions, such as town hall meetings. In 2021,
members of the Board including the Chair, Anita Frew, hosted several sessions with participants from
all around Croda to discuss strategic priorities, pressures and to get input and ideas.

Purposeful
outputs

Rewarding and sharing examples The first annual ‘Purpose in Action Awards’ was held in summer 2021, with over 150 award entries
of where employees have truly
from all our regions. The awards were established to recognise teams and individuals that had
lived our values.
delivered actions that contribute towards either our Commitment or our values. Each entry
demonstrates how we are truly living our Purpose and that Croda’s culture is actively driving change.
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Driving innovation through D&I

This was done through pulse surveys, reviewing
employee data and benchmarking against
external sources. Raising awareness,
particularly at senior levels, focused on
deepening knowledge about the experiences of
different groups of people; the programme
included external speakers, internal podcasts
with our employees, and delivering unconscious
bias training. A strategic objective achieved in
2021 was the delivery of a Global Diversity
Representation Survey*. Carried out across all

regions where data collection was legally
allowed, it is a first for Croda and is an
important step in understanding the broad
representation in our organisation.
The survey consisted of brief questions asking
employees to volunteer information about their
race / ethnicity, sexuality, gender identity, and
disability. Due to legal restrictions on collection
of data, not all locations were able to participate
including sites in the Netherlands, Finland and
Denmark. 70% of eligible employees responded
to the survey, including 97% of senior leaders.
A summary of the results can be found below.

Global Diversity Representation Survey results*
Group average

Senior leader average

Identify as female

41% of responses

39% of responses

Identify as male

53% of responses

60% of responses

Identify as intersex, transgender, non-binary or other gender identity

Less than 1% of responses

Less than 1% of responses

Identify as a minority race or ethnic group in the country they are located,
based on local social, government or cultural understanding

12.8% of responses

9.8% of responses

Identify as a person with a disability

3.5% of responses

1.8% of responses

Identify as lesbian, gay, bisexual, queer or a sexuality other than heterosexual

3.8% of responses

1.8% of responses

We have published this data internally and will
continue with further surveys periodically to
help us track our progress. As the survey
closed in late 2021, we are currently reviewing
next steps and appropriate actions. In addition,
and linked to reward and recognition for 2022,
we have a specific gender balance target in our
long-term incentive Performance Share Plan.
We will continue to promote and appoint on

merit, but we will work to ensure that we have
balanced shortlists and create an environment
where female employees can flourish, and
believe this incentive will help us to achieve this.
As part of our approach to understanding local
inclusion and diversity needs, our regional
teams have set up new D&I sub-committees to
complement the Global D&I Committee. These
teams are focused on driving awareness and

shaping decisions at a local level. Over the last
year, each sub-committee has begun reviewing
areas of local need, creating plans and working
with local leadership teams to create change.
* The survey ran from June to October 2021 as a
voluntary survey with data collected anonymously
at point of collection.

Key people metrics
Average headcount for 2021:

6,037
Permanent employees
Temporary employees
Full time employees
Part time employees
Age category

17-25
26-35
36-45
46-55
56-65
65+

Year end gender breakdown of our workforce^

% of workforce

All
employees

96.6%
3.4%
94.9%
5.1%

Board
of Directors*

% of
workforce

6.3%
29.6%
28.2%
23.2%
12.2%
0.5%

Male – 63%

Male – 64%

Male – 50%

Female – 37%

Female – 36%

Female – 50%

Employee turnover by quarter, 2021

2.4%

3.0

All employees
are paid a
Living Wage.

Senior
management

2.5
2.0
1.5

2.7%
1.8%

1.2%

1.0
0.5
0.0

Q1 21

Q2 21

Q3 21

Q4 21

* As at 28 February 2022. Post-year end appointment means we have now achieved full gender balance on the
Board of Directors. See page 61 for detail.
^ Reported figures specifically from HR systems only factor male and female binary, we are aware that <1% of
employee headcount is likely to not identify as male or female.

This chart shows our voluntary employee
turnover rate by quarter for 2021. As this chart
is for our global business it includes regions
such as Asia and the USA that traditionally
experience higher employee turnover than
Europe. In Q2 and Q3 this year we experienced
higher turnover rates, in line with many other
organisations around the world. Fortunately,
we are already seeing our turnover starting to
reduce to more typical levels. We continue to
monitor turnover and conduct exit interviews
with leavers, the results of which are shared
widely in the organisation to inform our people
policies and practice.
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All of our new competencies encompass
inclusive behaviours with one dedicated to
inclusivity. We believe that every employee
should feel able to come to work, give their
best and feel valued for the work they do. To
drive progress we created a D&I Roadmap. The
roadmap has a number of areas including data
gathering, improving awareness, developing
our brand, measurement and setting of KPIs,
and alignment to reward and recognition. Data
gathering was focused on understanding

representation within Croda and how our
organisation feels.

Sustainability (continued)

Transparency and disclosure
Since 2007 we have reported using the Global
Reporting Initiative (GRI) framework, following
GRI guidance on identifying and reporting
against indicators material to our business.

conducting an analysis of our public disclosures
and internal data capture versus the entire
SASB framework and have started work to
close the gaps.

With the rapidly increasing demands for
transparency and disclosure from many
stakeholders, investors and analysts in
particular, we have committed to increase our
reporting alignment with the Sustainability
Accounting Standards Board (SASB)
framework. In 2021 we have utilised the SASB
process safety indicators as the basis for
measuring and reporting our Process Safety
progress, one of our Fundamental KPIs (see
Sustainability Report, page 37). We are also

While we anticipate further alignment with
SASB in 2022, we are also monitoring the
transformational development in global
sustainability standard setting. In June 2021
SASB and the International Integrated
Reporting Council (iiRC) announced they would
merge to form the Value Reporting Foundation
(VRF) and, at COP26 in November, the IFRS
Foundation announced the launch of the
International Sustainability Standards Board
(ISSB) to run alongside the International

Accounting Standards Board (IASB). ISSB has
already reached agreement with VRF and other
sustainability reporting standard setters to pool
resources and expertise to develop unified
global sustainability standards for reporting and
disclosure. We will work with our stakeholders
and the standards boards to identify how we
will maintain disclosure compliance.
We support the aims of the Task Force on
Climate-related Disclosure and are adopting
their reporting recommendations to aid both
our understanding of climate change on our
business, and of our business on climate
change (see pages 40 to 43).

Non-financial information statement
The table below sets out where more information can be found in our Annual Report (AR) and Sustainability Report (SR) that relates to
non-financial matters, as required under the Non-Financial Reporting Directive.
Reporting
requirement
Environmental
matters

Employee
matters

Some of our relevant policies

Read more about
our impact and metrics

Annual Report
page

Sustainability
Report page

Group SHE policy1

Process Safety

P31 & 54

P34 & 37

Supplier Code of Conduct2

Environmental Stewardship

P34 & 37

Product Stewardship

P35 & 40

Principal risks
Major safety or
environmental
incident (P54)
Delivering
sustainable
solutions (P53)

Sustainable Sourcing and Supplier
Partnership

P42

P35 & 41

Climate Positive

P32

P20 to 25

Land Positive

P33

P26 to 29

Delivering value through our culture

P36

Our people (P54)

Code of Conduct

Key people metrics

P37

Group Policy on Training and
Development2

Workforce engagement

P90

Ethics and
compliance (P55)

People Positive

P33

International Human Rights policy2

Living Wage

P92

Group policy on Discrimination2

Fair income

Code of Ethics2
2

Equal Opportunities policy2

P30 to 33

Group SHE policy1
Respect for
human rights

Our people (P54)
P35 & 38

Code of Conduct2
Social matters

Code of Conduct2

Driving innovation through D&I

P9, 12, 37, 77 and 92

Our people (P54)

Group Policy for Managing Diversity

2

Transgender policy2
Anti-bribery and Code of Conduct2
corruption issues
Countering bribery2

Responsible business

P34 & 38

Ethical compliance

P83

Business model

P16

Ethics and
compliance (P55)

Croda Modern Slavery Statement2
Whistleblowing Policy2
Competition Law Policy1
Croda Fraud Policy1
Ethics Procedures Manual1
Business model

Our Purpose2
Our Commitment2

1. Available to employees via the Company intranet (Connect), not published externally.
2. Available to employees via the Company intranet (Connect) and published on www.croda.com.
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All key risks on P53
to 55 link to our
business model

Tackling the climate emergency

As a signatory to the UN Global Compact
Business Ambition for 1.5°C and member of
the Race to Zero campaign, we are
demonstrating leadership on climate action in
an industry that is recognised as hard to
decarbonise. In July 2021, this leadership
continued as we became only the third major
chemical company globally to have a 1.5°C
Science-Based Target validated and declare
our ambition to be net zero* by 2050.

Emissions target: By the end of 2029 we will
have reduced our operational (scope 1 and 2)
emissions by 46.2% from a 2018 baseline. With
the majority of our emissions within our supply
chain, we also had our scope 3 target
approved by the SBTi, to reduce our absolute
upstream scope 3 emissions by 13.5% over the
same time frame. The focus here is to engage
and work with suppliers to reduce emissions
associated with sourcing raw materials (see
page 32) alongside transportation and
distribution of products to our customers. By
taking actions to achieve these targets within
our operations and supply chain we can
support our customers and enable them to
meet their own supply chain SBT emission
reduction targets.

achieve 75% of our organic raw materials by
weight to be bio-based. These absorb carbon
as they grow, and using them allows us to
minimise our impact on the environment by
designing lower-footprint products. In 2021 we
continued to show progress, achieving 69%
(2020: 67%) bio-based organic raw materials.
Carbon cover target: Climate Positive, for us,
means more than achieving net zero emissions
by 2050. Through our carbon cover target we
aim to help customers and consumers save or
avoid four times the emissions associated with
our entire value chain (scope 1, 2 and 3). In
2021 we helped customers avoid 951,000
tonnes CO2e (2020: 838,000 MT CO2e).
For more, see our 2021 Sustainability Report.

P20-23

Sustainable innovation target: In addition,
we also have a sustainable innovation target to

* Net zero means eliminating almost all scope 1 and 2 emissions and significantly reducing our upstream scope 3
emissions, with any residual supply chain emissions permanently offset through fully validated and approved schemes.

Greenhouse gas scope 1 and 2 emissions and intensity charts

Scope 1 / tonnes CO2e

Scope 1 and 2 emissions intensity
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54
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150

155

142

28
150

22
161

100

GHG emissions intensity (TeCO2e/£m)

Scope 2 / tonnes CO2e
350

316

300

275

264

250

193

200
150
100

50
50
0

2018

2019

2020

0

2021

2018

2019

2020

2021

1. Our GHG inventory has been completed in accordance with the Greenhouse Gas Protocol, Corporate Accounting
and Reporting Standard (Revised Edition). Scope 1 emissions are calculated using Defra Government emission
conversion factors for greenhouse gas company reporting. Scope 2 emissions are market-based.
2. Value added is defined as operating profit before depreciation and employee costs at reported currency.

Emissions and energy usage
Scope 1/tonnes CO2e
Scope 2/tonnes CO2e
Total scope 1 and 2 / tonnes CO2e
Scope 1 energy use / kWh
Scope 2 energy use / kWh
Total Energy use / kWh

GHG emissions intensity
(TeCO2e/£m)

GHG emissions1

Scope 1 and 2 emissions (‘000 tonnes CO2e)

Since 2018, our baseline year, our total scope 1 and
2 greenhouse gas (GHG) emissions have reduced by
12.7%. Within this, scope 1 emissions increased by
4%, whilst we have seen a 60% reduction in scope 2
emissions. This has been driven by a switch to
renewable electricity across our manufacturing sites. In
2021 we engaged with Accenture to help us with
renewable electricity sourcing options for our
manufacturing sites in Asia, where availability of green
electricity is more challenging. Renewable Energy
Certificates (RECs) purchased at Thane in India and
Singapore have led to a significant reduction in
emissions this year.
Scope 1 and 2 GHG emissions from our UK operations
were 34,559 TeCO2e in 2021 (2020: 35,692 TeCO2e)
representing approximately 19% of our global GHG
emissions.
Our chosen measure of GHG emission intensity divides
our GHG emissions (market-based scope 2 emissions)
by value added2, a measure of our business activity.
Since 2018, our GHG emissions intensity has
improved by 39%, illustrating how we are decoupling
growth from our environmental impact.
Our scope 1, 2 and 3 GHG emissions are verified by
Avieco. Their formal independent verification statement
is available at: www.croda.com/carbonverification
Energy consumption and efficiency improvements
In 2021 we consumed 1,178,117,781 kWh
(2020: 1,125,612,495 kWh) of energy across our global
operations. This included 219,130,734 kWh
(2020: 222,759,173 kWh) consumed by UK operations.
As part of our strategy to improve the efficiency of
energy consumption, 36 projects were implemented
globally, realising 39,514,274 kWh of annualised
efficiency improvements, equivalent to 9,063
TeCO2e avoided emissions.

2021

2020

UK

Rest of world

Total

UK

Rest of world

Total

34,321
238
34,559
185,948,678
33,182,056
219,130,734

126,514
21,390
147,904
753,882,423
205,104,623
958,987,047

160,835
21,628
182,463
939,831,101
238,286,679
1,178,117,781

35,279
413
35,692
189,846,081
32,913,091
222,759,173

114,342
27,430
141,772
708,638,453
194,214,869
902,853,322

149,621
27,843
177,464
898,484,534
227,127,960
1,125,612,495
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The urgent need for society to tackle the climate
emergency was highlighted during 2021. The
United Nations Conference on Climate Change
(COP26) showed that governments and
businesses must both play their part in moving
from ambition to action if we are to limit global
temperature rises to no more than 1.5ºC above
pre-industrial levels and prevent the most
catastrophic effects of climate change.

Sustainability (continued)

Task Force on Climate-related Financial
Disclosures (TCFD)
Croda has long recognised the scale of the climate emergency and
considers this to offer both opportunities and risks to our future growth.
We consider actions to mitigate these risks as a core part of delivering
our strategic Commitment to be Climate, Land and People positive
(page 30). As a ‘Race to Zero’ partner and a signatory to the UN Global
Compact’s Business Ambition for 1.5˚C we committed to set an
ambitious 1.5˚C 2030 Science Based Target (SBT) and become net zero

a.

Governance

Describe the Board’s
oversight of climaterelated risks and
opportunities.

b.
Describe
management’s role
in assessing and
managing climaterelated risks and
opportunities.

a.
Describe the climate
related risks and
opportunities the
organisation has
identified over the
short, medium,
and long-term.

Strategy

b.
Describe the impact
of climate related risks
and opportunities on
the organisation’s
businesses, strategy,
and financial planning.

c.
Describe the resilience
of the organisation’s
strategy, taking into
consideration different
climate related
scenarios, including a
2°C or lower scenario.
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by 2050. In July 2021 we became the third major chemical company in
the world to have these SBT commitments verified. We continue to
integrate our climate related disclosures throughout our Annual Report
and our Sustainability Report. The Sustainability Report provides an
opportunity to explain our approach in more detail and to provide case
studies to illustrate our progress.

Compliance

Next steps and timeframes

The Board oversees the setting and delivery of the strategy and is accountable for all risks,
including climate related risks. In 2021 the Board completed a strategic deep dive of the
sustainability strategy including opportunities and risks (page 65). The Board considers all
principal risks, including climate related risks, in its annual review (page 66). The Board
receives a quarterly update of progress against sustainability targets from the Executive
Committee, including an update on key risks and opportunities against which specific actions
have been identified (page 64). In 2021 a member of the Board attended the Executive
sustainability strategy review (of which climate is a key pillar).

The Board's agenda for
2022 includes a full review
of sustainability progress
and externally provided
sustainability education,
both including climate
related risks and
opportunities.

Assessment, management and monitoring of climate related risks is governed through the
Sustainability Committee, which meets quarterly and which is chaired by the Chief
Sustainability Officer, Phil Ruxton. This is a formal sub-committee to the Executive Committee
(page 73), with delegated authority to oversee the development, measurement and delivery of
our sustainability KPIs across the four pillars of our strategy: Climate, Land, People and
Fundamentals (page 30). The Committee is also responsible for Group communications and
recommendations to further develop our strategy. It comprises members of the Executive
Committee and senior leaders from across Croda, with each member responsible for delivery
of specific 2030 targets across the Climate, Land, People and Fundamentals pillars. In 2021,
our CEO led the Executive Committee in a review of our sustainability strategy supported and
informed by the investor community (case study on page 19) and we held our second carbon
summit for senior leadership.

The Sustainability
Committee will continue to
monitor and report on the
delivery of the programme
throughout 2022.

Through our global risk management process, we have identified 41 climate related
opportunities and risks covering the short, medium and longer term, covering both
transitional and physical causes as defined by the TCFD. They relate both to Croda's impact
on the environment and how our products help our customers to manage their own climate
impact, and to the impact of environmental change on Croda including increased raw material
costs, carbon pricing, emerging regulation and the effects on our people and working
environment. We describe four of these risks in more detail on page 43 and we will consider
how to disclose our risks and opportunities in additional detail in future Annual Reports. Our
sustainability materiality framework table, described on page 30, summarises risks and
opportunities identified from our 2021 materiality assessment and there is further detail on
pages 14 to 15 of our Sustainability Report.

We will consider how to
disclose our risks and
opportunities in more detail
in our 2022 Annual Report.

Climate related opportunities form one of the three pillars of our sustainability strategy, to
become Climate Positive by 2030 (page 30). As a core part of our business strategy equation,
sustainability + innovation = growth, the impact of not delivering our climate related pillar is
significant and hence we recognise this in our principal risks on page 53. We assess the
impact of our risks, and the benefits of our opportunities using the six point grading scale
defined in our risk framework (page 52). In agreement with our core banking group, the
interest rate on our principal committed banking facilities is reduced if we reduce our carbon
use every year by a specified amount. If this is achieved then we will reinvest this saving in
sustainability projects (case study on page 36 2019 Annual Report). During 2021 we
completed detailed analysis of the impact of four climate related risks against three future
climate scenarios and the results are shown on page 43. We summarise our GHG
commitments and plans to reduce emissions on page 39 and provide further detail on page
20 to 23 of our 2021 Sustainability Report.

A further four climate
related risks will be subject
to full scenario assessment
in 2022. Although
interdependencies between
risks are identified, further
work will be focused in this
area in 2022 to make
these interdependencies
more transparent.

During 2021 we undertook (with support from a third party) detailed scenario analysis of four
(10%) of our climate related risks/opportunities (two transitional and two physical), to
determine the degree of resilience in our strategy. Financial impact was assessed using the
same base financial model used for both going concern and viability statement assessments.
Three climate change scenarios were considered: Orderly (+1.5°C), Disorderly (+2°C) and Hot
House (+3°C) across six five-year time horizons to 2050. Our scenario process and the results
from our 2021 assessment are summarised in more detail on page 42 and 43.

We will continue to assess
the resilience of our climate
strategy through further
scenario analysis in 2022.
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For 2022, our PSP includes
sustainability metrics which
relate to reductions in
emissions (page 96);
directly linked to our
Climate Positive
commitment.

a.

Risk management

Describe the
organisation’s processes
for identifying and
assessing climate
related risks.

b.
Describe the
organisation’s processes
for managing climaterelated risks.

c.
Describe how processes
for identifying, assessing,
and managing climaterelated risks are
integrated into the
organisation’s overall
risk management.

Metrics & targets

a.
Disclose the metrics
used by the organisation
to assess climate related
risks and opportunities in
line with its strategy and
risk management
process.

b.
Disclose Scope 1, Scope
2 and, if appropriate,
Scope 3 greenhouse gas
(GHG) emissions and the
related risks.

c.
Describe the targets used
by the organisation to
manage climate related
risks and opportunities
and performance against
targets.

(Implementing the Recommendations of the Task Force on Climaterelated Financial Disclosures (2021 TCFD Annex)) there are some
recommendations that we continue to consider how to more completely
explain. Our work will continue throughout 2022 with the intention of
providing fuller disclosure in our 2022 Annual Report as required by the
Listing Rules.

Compliance

Next steps and timeframes

The process for assessing and identifying climate related risks is fully embedded as part of
our global risk management process which is described on pages 50 to 52. When new and
emerging risks or opportunities are identified they are assigned a business owner and are
prioritised using our 6x6 risk assessment scale to determine their potential impact and
likelihood. We identify climate related risks across all categories of our risk management
framework: Strategic, People and Culture, Process, External Environment (which includes
external regulatory) and Financial, and include security of raw material supply, supply chain,
existing/emerging regulation and people. Risks and opportunities are grouped as either
having transitional or physical causes as defined by the TCFD. When considering principal
risks we pull all sustainability risks together within our 'Delivering sustainable solutions' risk
(page 53) which was added as a standalone principal risk in 2019, recognising its
significance to both ourselves and our customers.

The identification of
emerging risks and
opportunities and the
assessment of our current
risks will continue through
our global risk management
process (page 52).

In line with our model of decentralising the management of risks and opportunities to the
first line, to be close to the point of action ownership, day-to-day management of climate
related risks and opportunities is delivered by named owners globally. Our small central
Group Sustainability and Sustainable Sourcing functions provide expertise and manage
third-party relationships. In 2021 we founded regional sustainability champions to catalyse
activity and share best practice at local level. Climate related risks and opportunities, and
their mitigating controls and actions are captured in our global risk management system,
the Digital Hive which provides transparency of risks and reporting (page 50). Delivery of
our climate pillar is led by a named senior leader and progress is reported at the quarterly
Sustainability Committee.

We will continue to support
risk owners in managing
risk with the support of the
regional sustainability
champions.

The process for assessing and identifying both current and emerging climate related risks
and opportunities is the same as for all our risks and uses our global risk framework which
is described on pages 50 to 52 of this report. In 2021 we conducted our fourth materiality
assessment (page 30) to take the temperature of stakeholder expectations and assess
sustainability risks and opportunities for Croda, including those relating to climate.

Following the completion
of our 2021 materiality
assessment, emerging risks
and opportunities identified
will be added to the Digital
Hive where they do not
already exist.

The metrics which we use to assess climate related risks and opportunities are described
in more detail on page 31 of this report, with further detail in our 2021 Sustainability Report
(page 20). A full ESG data pack has been developed and is downloadable from croda.com.
We include the emissions metric in our key performance indicators on page 44. In 2021 we
invested in market leading technology to collate and automate internal reporting of our
metrics and trained employees having data entry and valuation responsibilities. We describe
our internal carbon pricing on page 32.

In 2022 we will roll out
customisable metric
dashboards to management,
undertake an internal audit
review of non-financial KPI
processes and procedures
(page 81), and include
emissions metrics as part of
our PSP (page 96).

Scope 1, 2 greenhouse gas emissions and our calculation methodology are disclosed on
page 39. In 2021 we established a clearer view of our supply chain emissions, undertaking
a thorough analysis of our scope 3 GHG emissions, which was externally verified by Avieco
(page 32). Life cycle assesment studies for key raw materials were also updated in 2021
(page 32). For more detail on our scope 3 methodology see our Sustainability Report
page 22).

Based on our 2021 scope 3
carbon assessment, we will
continue to work to
decarbonise our supply
chains.

As part of our sustainability strategy review in 2020, new climate related objectives and
targets were set for 2030, which are laid out in more detail on page 20 of our Sustainability
Report. Three key targets are identified (page 39): reducing emissions (including scope 1, 2
and 3 greenhouse gas emissions), sustainable innovation and carbon cover, each of which
has clearly identified targets and milestones defined.
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In the TCFD table below we have summarised material climate related
financial disclosures consistent with the four recommendations and the
eleven recommended disclosures proposed by TCFD. Further detail of
these can be found throughout our Annual Report and Sustainability
Report as referenced. As we continue to align our approach to the
updated TCFD additional guidance which was released in October 2021

Sustainability (continued)

2021 climate scenario analysis (CSA) modelling
Scenario analysis helps us to understand the potential impact of climate change on our future business, to inform our strategy and future
business planning.
Methodology
The CSA was conducted using a standard methodology in line with the TCFD’s guidance. Climate scenarios defined by the Network for Greening
the Financial Systems (NGFS) were used to model the potential climate related risks and opportunities that Croda may be exposed to. Selected
climate related risks and opportunities identified through our risk assessment process were modelled against the following three scenario categories:
• Net Zero 2050: Orderly (+1.5°C) – early, ambitious action to a net zero CO2 emissions economy;
• Divergent Net Zero: Disorderly (+2°C) – action that is late, disruptive, sudden and / or unanticipated;
• Current Policies: Hot house world (+3°C) – limited action leads to a hot house world with significant global warming and, as a result, strongly
increased exposure to physical risks.
We considered the impact over six, five year time periods to 2050, which extends significantly beyond our strategic planning horizon but is in
line with our commitment to be net zero by 2050. For each transitional risk we also considered the impact under the assumption that Croda
continues to operate as today (business as usual) and secondly that currently planned mitigating actions to meet Science Based Targets are
successfully implemented.
Scenario data from the NGFS and Orbitas Finance, in conjunction with Croda’s financial and process data, were used to forecast and quantify the
potential levels of climate related financial risk in line with Croda’s risk matrix.
Conclusions
Our analysis shows that although the scenarios present financial risks to Croda, these could be managed by currently planned mitigating actions
meaning that we would not have to materially change our business model. Of the risks assessed the potential cost impact of carbon taxation across
the two transitional risks is the most notable, which will mitigated by implementing our planned emissions reduction programme, described in more
detail on page 39.

The transition to 100% RSPO-certified palm derivatives – mitigating transitional and physical
climate-related risks
Our sustainable sourcing activities and
future strategy will play a large part in
mitigating both physical and transitional
climate-related risks associated with our
raw materials. Since 2012 we have
supported the transition to RSPOcertified sustainable palm, with 85%
of our purchased palm derivatives
RSPO-certified by the end of 2021.
RSPO-certified palm oil cultivation leads
to increased yields due to more efficient
farming practices, increasing availability of

palm and palm kernel oil without further
deforestation. Being a leading voice in
industry and working with coalitions such
as ASD to drive further industry transition
to RSPO helps to mitigate the risks
associated with increased pricing due to
lack of availability.
A peer reviewed LCA study1 has
demonstrated the measurable carbon
footprint reduction associated with
switching to RSPO-certified palm
derivatives.

This is contributing to progress against
our science-based target as well as
mitigating the risk and impact of any
potential carbon taxation associated with
our product carbon footprints, for both
ourselves and our customers.
1. Schmidt J and De Rosa M (2019).
Comparative LCA of RSPO-certified and
non-certified palm oil – Executive Summary.
2.-0 LCA consultants: https://lca-net.com/
clubs/palm-oil/

Since 2018, our transition to RSPO certified
ingredients has led to a 23,949 tonnesCO2e
reduction in our scope 3 purchased goods
and services category.
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Risk

Modelling assumptions

Summary of findings

Carbon pricing on
direct emissions

Rising carbon taxes may impact profits through increased
direct costs (tax on direct emissions from operations). Key
markets may develop and implement regional policies such
as the EU carbon border tax to prevent carbon leakage.
Using Croda revenue and emissions projections, the
potential cost impact of increased carbon prices associated
with Croda direct emissions was calculated. The cost
was modelled across the future climate related scenarios
using carbon price models at a global level from the
NGFS database.

In the Current Policies scenario, the additional cost of carbon
taxes increase is limited, resulting in a minor level of financial
risk to the business out to 2045, when the risk level
increases to low. In both the Net Zero 2050 and the
Divergent Net Zero scenarios the additional costs due to
higher levels of carbon taxation are forecast to expose Croda
to high levels of financial risk beyond 2030 assuming a
business-as-usual emissions trajectory, which is mitigated
to moderate levels when following the planned emissions
reduction trajectory in line with Croda’s current Science
Based Targets.

Cost of natural gas

Future costs of natural gas may impact profits through
increased direct costs. Future natural gas prices differ in
future climate scenarios but all result in an increase in unit
price, likely driven by carbon taxation. Using Croda revenue
and natural gas usage projections this scenario assessed
the possible cost to Croda of increased natural gas prices,
which has been modelled across the future climate related
scenarios using natural gas price models at a global level
from the NGFS database.

In a business-as-usual energy usage trajectory the Current
Policies scenario saw the lowest levels of financial risk,
beginning with a moderate level and reaching high risk levels
by 2040. In both the Net Zero 2050 and the Divergent Net
Zero scenarios the additional costs due to natural gas price
increases are expected to expose Croda to high levels of
financial risk from 2030 onwards. This is mitigated by
implementing Croda’s current decarbonisation strategy
resulting in reduced usage of natural gas.

Physical risks
Risk

Modelling assumptions

Summary of findings

Natural raw material Potential changes in mean global temperatures are likely to
pricing
affect the location, yield and type of crops grown around
the world, with resulting impact on raw material availability
and cost. In 2020 palm oil derivatives formed a significant
volume of our raw materials and this trend is expected to
continue. As such, the future change in the price of palm
derivatives will likely have a direct effect on the cost of sale
of palm-based products. The potential changes in the cost
of sales that Croda may be exposed to has been modelled
using the future percentage increase of palm oil prices
(Orbitas – Climate Transition Risk Analyst Brief: Indonesian
Palm Oil) against the total volumes and price of palm
derivatives purchased by Croda in 2021.

The cost of palm is forecast to expose Croda to varying
levels of risk across two different climate related scenarios
for which clear models are available. In the Current Policies
scenario, the cost of palm oil increase is limited, resulting in a
low level of financial risk to the business out to 2035 at which
point the cost of palm is forecast to drop below the 2020
baseline cost resulting in a cost saving opportunity for the
business, driven by continual efficiency improvement in
farming technologies (partially supported by Croda
innovation) driving prices down. In a Net Zero 2050 scenario
a predicted increase in the cost of palm oil (driven by
increasing demand for palm oil as an alternative to fossil
based oils for fuel) is expected to drive moderate and high
levels of financial risk by 2045. Our focus on high value
niches and differentiated products with unique
characteristics helps to mitigate this risk by enabling us
to pass on raw material cost increases to our customers.

Labour productivity

In all three future climate scenarios there are only minor
or low levels of financial risk to the business for all time
periods considered.

As global mean temperature increases, heat stress within
the work force is also forecasted to increase. Heat stress
can impact labour productivity due to the reduced capacity
of the human body to perform physical labour. To maintain
forecast levels of production across the business, Croda
may have to hire more staff, increasing our overall staff
costs. Staff costs were modelled using Croda staff costs,
production volumes and expected annual growth rate in
conjunction with NGFS labour productivity due to heat
stress data.
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Transitional risks

Key Performance Indicators

Measuring our progress
Our strategy is to combine sustainability and
innovation to deliver growth. We measure our
progress against each of these priorities
through a range of KPIs.

R

Target:
By 2030, we will have achieved our Science Based Target, reducing emissions in line
with limiting global warming to no more than 1.5°C above pre-industrial levels.
Performance:
Since 2018 our scope 1 & 2 emissions have reduced by 12.7%, in line with the absolute
emissions reduction pathway required to achieve our verified Science Based Target. This
has been driven by a 60% reduction in scope 2 emissions following a switch to renewable
electricity at our manufacturing sites. Since 2018 our emissions intensity has improved by
39% and we are successfully disconnecting growth from emissions. For more detail see
Sustainability on page 39.

Land area saved (hectares)

R

Sustainability

Definition:
Land area saved through the application of our crop protection and seed enhancement
technologies, using 2019 as our baseline year.
Target:
Throughout this decade, the land saved through the application of our technologies will
exceed any increase in land used to grow our raw materials by at least a factor of two,
and by 2030 we will save a minimum 200,000 hectares per year more than in 2019.

Scope 1 / tonnes CO2e

Scope 2 / tonnes CO2e
Scope 1 and 2 emissions intensity
250,000

350

200,000

300
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150,000

200

100,000

150
100

50,000
0

50
2018

2019

2020

Definition:
The number of pipeline vaccines that we are contributing to that combat the
World Health Organisation's (WHO) 24 priority diseases.
Target:
By the end of 2024, our technology will be contributing to at least 10 clinical phase III
trials across at least 25% of the WHO-listed pipeline vaccines.

0

Land area saved (hectares)®

Land area saved

33,734

33,734

hectares of land saved
over the 2019 baseline

16,455

Performance:
In 2021 the use of our agricultural ingredients and new technologies saved 33,734
hectares of land compared to our 2019 baseline. This puts us on track to achieve our
2030 target that the land we save outpaces the land we use as our business grows by
a factor of at least two. Read more in our Sustainability section on page 33.

Health and wellbeing**

2021

Emissions intensity (tonnes CO2e / £m)

Definition:
Our operational emissions (associated with burning fuels onsite and purchased electricity),
both in absolute terms and as emissions intensity. Our chosen measure of emissions
intensity divides our GHG emissions (market-based scope 2 emissions) by value added,
a measure of our business activity*.

Scope 1 and 2 emissions (tonnes CO2e)

Scope 1 & 2 emissions and intensity*

Scope 1 & 2 emissions and scope
intensity

2020

2021

15/24

Our smart science is contributing
to vaccine projects combatting
15 of the WHO’s 24 priority diseases

Performance:
We have continued to increase engagement with teams researching WHO-listed pipeline vaccines
and are now supporting 79 projects (2020: 32) contributing to tackling 15 of the 24 priority diseases.
Total recordable injury rate

Total Recordable Injury Rate^
Definition:
The number of incidents per 200,000 hours worked where a person has sustained
an injury, including all lost time, restricted work and medical treatment cases.
Target:
Achieve TRIR of 0.3 by the end of 2024, with an interim target of 0.6 for 2022.
Performance:
The headline TRIR increased from 0.58 to 0.73^ in 2021. Injury rates at the sites of recently
acquired businesses are, on average, higher than established Croda sites and while they
are reducing as integration progresses, their inclusion has driven an increase in the overall
Group TRIR. There was also a small increase driven by existing Croda sites as a return to
more normal working patterns has seen increased recordable injuries. To read about our
performance and safety initiatives see page 36 of our 2021 Sustainability Report.

Employee

Contractor

Combined

1.0
0.8
0.6
0.4
0.2
0.0

2017

2018

2019

2020

2021

* See page 39 for our definition of value added and further detail on our emissions intensity.
** Our People Positive strategy encompasses various targets and cannot be represented by a single KPI. In 2022 we plan to implement an employee
engagement KPI for reporting. We have also introduced a specific gender balance target to our Remuneration Policy for 2022.
^
Both the 2021 and 2020 TRIR include businesses acquired but exclude workplace related COVID-19 cases.
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Key:
R

Remuneration:

Innovation

New and Protected Products (NPP) sales %

R

Definition:
Proportion of sales from NPP (in constant currency). NPP products are sales
protected by virtue of being either newly launched, protected by intellectual property
or by unique quality characteristics.

Strategic report

KPIs that form part of our Remuneration Policy. See page 88.

Data TBC

NPP sales %

36.6%
27.6%

28.2%

28.1%

27.4%

2017

2018

2019

2020

Target:
NPP sales to grow ahead of sales growth.
Performance:
NPP sales increased from 27.4% in 2020 to 28.0% on an organic basis, or to 36.6%,
including the impact of the Iberchem and Avanti acquisitions. This reflects strong
sales of lipid systems and a high NPP percentage at Iberchem where a large
proportion of sales are of new products due to ongoing innovation within that
business model. Read more about innovation in Identifying unmet needs on page 4.

2021

Core Business sales growth

43.2%

Sales growth (%)
Definition:
Total sales growth measured at constant currency.
Target:
Mid-single digit % growth in Consumer Care. High-single digit % growth in Life
Sciences. Excluding raw material price recovery.

4.6%

Performance:
Sales growth in 2021 was 43.2%, driven by an excellent performance across all
sectors including 52.9% growth in Consumer Care and 53.5% growth in Life
Sciences. Acquisitions contributed 16.9% to sales growth, but excluding acquisitions
underlying sales growth was 26.3%.

Growth

Return on sales (ROS) (%)

2017

Definition:
Adjusted operating profit as a percentage of sales.

40

Target:
Improve ROS in Consumer Care. ROS similar to current levels in Life Sciences.

30

Performance:
Group ROS increased by 180 basis points to 24.8%. Consumer Care ROS was
24.7% (2020: 27.8%) reflecting the dilution effect from F&F, which operates at
structurally lower margins than Personal Care. Life Sciences ROS was 36.4%
(2020: 31.7%) reflecting strong growth in higher-value patient health technologies.

1.1%
-2.6%

50

R

2.9%

2018

CC 24.7%

LS 36.4%

2019

2020

PT 14.7%

2021

Group total 24.8%

20
10
0

2017

2018

2019

2020

2021

Return on invested capital

Return on invested capital (ROIC) (%)
Definition:
Adjusted operating profit after tax divided by the average adjusted invested capital.
Adjusted invested capital represents net assets adjusted for net debt, earlier goodwill
written off to reserves and accumulated amortisation of acquired intangible assets.

21.2%

19.2%

Target:
ROIC of two to three times cost of capital.
Performance:
The post-tax return on invested capital (‘ROIC’) was broadly flat at 14.2%
(2020: 14.6%). Despite a significant increase in average invested capital due to the
annualisation of 2020 acquisition activity, the growth in adjusted operating profit net
of tax resulting from these investments, together with underlying growth, broadly
offset this. ROIC continues to be more than twice the Group’s cost of capital.

2017

2018

17.0%

14.6%

14.2%

2020

2021

2019

Adjusted basic earnings per share (EPS)

Adjusted basic earnings per share (EPS)

R

Definition:
Adjusted profit after tax divided by the average number of shares in issue.
Target:
At least mid-single digit % EPS growth per annum.
Performance:
Adjusted earnings per share increased by 42.5% to 250.0p. This growth was driven
by excellent profit growth and a marginally lower tax rate of 21.2% (2020: 24.1%)
offset by an increased number of shares in issue following the equity placing in 2020.

250.0p
179.0p

190.2p

185.0p

175.5p

2017

2018

2019

2020

2021

To read more about our financial performance see Finance review
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Finance review

We expect to continue with the
current accelerated capital
reinvestment and acquisition
programmes over the next three
years, given the strong demand
environment and range of growth
and technology opportunities in
Consumer Care and Life Sciences.

Record profit
and margin
delivered

Jez Maiden
Group Finance Director
Adverse impact from currency translation
The average Sterling exchange rates against the Group’s key currencies strengthened during
2021 to US$1.375 (2020: US$1.285) and €1.164 (2020: €1.125). As a result, currency translation
reduced reported currency sales by £101.6m and adjusted operating profit by £24.8m.
Transactional currency impact is correlated with translation, given that the UK is a meaningful
centre of production for the Group, with the strength of Sterling having an adverse impact
on margins.
Strong sales from organic growth and acquisition
Sales grew by 35.9% to £1,889.6m (2020: £1,390.3m), comprising underlying growth of 26.3%
and a first-year acquisition benefit of 16.9%, partly offset by adverse currency translation of 7.3%.
Volume was 8.9% higher than prior year and sales price/mix rose by 17.4%, reflecting successful
recovery of raw material cost increases, together with a better product mix.
Full year ended 31 December

Sales
performance
was excellent
across all sectors,
augmented by raw
material cost
recovery.”

2021
£m

Price/mix

Currency

Change

2020
Restated
£m

763.0
572.3

12.8%
34.9%

5.2%
5.5%

34.9%
13.1%

(8.3)%
(7.7)%

44.6%
45.8%

527.8
392.5

439.5
114.8
1,889.6

11.0%
14.6%
17.4%

12.5%
10.3%
8.9%

–
–
16.9%

(5.9)%
(5.8)%
(7.3)%

17.6%
19.1%
35.9%

373.6
96.4
1,390.3

Sales

Consumer Care
Life Sciences
Performance
Technologies
Industrial Chemicals
Group

Volume Acquisition

Sales performance was excellent across all sectors, augmented by raw material cost recovery.
Consumer Care sales increased by 44.6%, supported by a return to strong volume growth. Life
Sciences sales increased by 45.8%, with growth across all markets and sales of approximately
US$200m from the lipid systems platform primarily to our principal vaccine customers. With
volume growth in industrial end markets, Performance Technologies sales increased by 17.6%,
whilst a recovery in commodity prices saw Industrial Chemicals sales 19.1% higher. Overall,
year-on-year growth was slightly lower in the second half year, due to a softer first half comparator
when COVID-19 had its biggest impact in 2020.
2021 sales growth

Consumer Care
Life Sciences
Performance Technologies
Industrial Chemicals
Group

First
half
%

Second
half
%

Full
year
%

46.2
61.5
14.7
12.6
38.8

43.1
32.5
20.8
25.3
33.2

44.6
45.8
17.6
19.1
35.9

Note: Sector results for full year 2020 have been restated to reflect a change to the Group’s reporting structure.
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% change
2021 vs.
2019

Underlying sales growth (excluding lipid systems)

17.3
23.6
15.9
8.0
17.7

Consumer Care
Life Sciences
Performance Technologies
Industrial Chemicals
Group

Record profit and margin delivered
2021 saw the most significant upward movement in raw material prices for over a decade, with our average basket of raw materials in the underlying
business up 17% across the year. Croda’s operating model is to recover such increases as they occur and this has been delivered overall, despite a
small lag in recovery in F&F, where the business model differs from Croda’s traditional model. Alongside a strengthening product mix as we grew in
higher value niches, this resulted in an improvement of 17% in sales price/mix.
2021 also saw significant volume recovery globally, up 9% in underlying terms, as consumer demand returned as COVID impacts eased and
customers restocked. Combined with global supply chain disruption affecting many industries, including a shortage of freight containers and delays
accessing ports, together with new UK/European trading procedures post-Brexit and higher COVID-related absenteeism, maintaining customer
service came under some stress and we increased tactical inventory volume to alleviate delays and protect customer supply. With volume growth
moderating towards the end of the year, service levels improved. Our Brexit preparation plans were implemented smoothly and successfully.
2021 included a significantly higher remuneration incentive charge than the prior year, reflecting bonus and share-based payment costs due to the
enhanced profit and share price performance; this reduced year-on-year margin by two percentage points. Despite these headwinds, Croda
achieved a record profit and return on sales in 2021.
2021
IFRS Adjustments
£m
£m

Sales
Cost of sales
Gross profit
Operating costs
Operating profit
Net interest charge
Profit before tax
Tax
Profit after tax

1,889.6
(950.7)
938.9
(500.7)
438.2
(26.7)
411.5
(88.7)
322.8

–
–
–
(30.4)
(30.4)
(3.3)
(33.7)
5.7
(28.0)

2020
Adjusted
£m

IFRS
£m

Adjustments
£m

Adjusted
£m

1,889.6
(950.7)
938.9
(470.3)
468.6
(23.4)
445.2
(94.4)
350.8

1,390.3
(758.2)
632.1
(342.1)
290.0
(20.5)
269.5
(67.9)
201.6

–
–
–
(29.6)
(29.6)
(1.5)
(31.1)
4.5
(26.6)

1,390.3
(758.2)
632.1
(312.5)
319.6
(19.0)
300.6
(72.4)
228.2

IFRS operating profit increased by 51.1% to £438.2m (2020: £290.0m).
The charge for adjusting items before tax was £33.7m (2020: £31.1m). In common with many companies, Croda identifies adjusting items as
amortisation of intangible assets arising on acquisition, together with exceptional items, which require separate disclosure by virtue of their size or
incidence. The charge for amortisation of intangible assets before tax increased to £34.3m (2020: £13.6m), reflecting the impact of recent
acquisitions. The net credit on exceptional items before tax was £0.6m (2020 charge: £17.5m), comprising a gain on pensions of £11.2m (arising
from transfer of the Dutch scheme to a collective defined contribution arrangement); a gain on contingent consideration of £6.2m related to previous
acquisitions; a charge for business acquisition and disposal costs of £13.5m, principally relating to the sale of the majority of PTIC; and a charge for
the unwind of the discount on contingent consideration of £3.3m. Excluding these adjusting items, adjusted operating profit increased by 46.6% to
£468.6m (2020: £319.6m), reflecting higher sales and margin. Return on sales improved to 24.8% (2020: 23.0%).
With the adjusted net interest charge increasing to £23.4m (2020: £19.0m), including the write-off of a loan to a technology investment, adjusted
profit before tax increased by 48.1% to £445.2m (2020: £300.6m). IFRS profit before tax increased by 52.7% to £411.5m (2020: £269.5m).
The effective tax rate on adjusted profit reduced to 21.2% (2020: 24.1%). This benefitted from a one-off settlement of a previous uncertain tax
position; we expect the future tax rate to be around 25%. The impact of the divestment of the majority of PTIC on the future tax rate is expected to
be immaterial. There were no other significant adjustments between the Group’s expected and reported tax charge based on its accounting profit.
With an increase in shares in issue following the equity placing to acquire Iberchem in late 2020, IFRS basic earnings per share (EPS) were 230.0p
(2020: 155.1p) and adjusted basic EPS increased by 42.5% to 250.0p (2020: 175.5p).
Profit performance was strong across all sectors, led by Life Sciences where adjusted operating profit was up 67.5%, reflecting sales growth and an
improvement in product mix towards higher value add niches. Consumer Care adjusted operating profit rose 28.7%, strengthening in the second
half year with continued growth and mix improvement in its Personal Care business. Performance Technologies benefitted from the recovery in
demand, with higher volume positively impacting operating leverage, resulting in adjusted operating profit 31.9% higher. Industrial Chemicals enjoyed
significantly better profit due to improved commodity pricing.
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Underlying sales were 17.7% ahead of 2019 (excluding sales of lipid systems introduced since 2019, to provide a better basis of comparison),
demonstrating significant growth against pre-pandemic levels. Consumer Care, Life Sciences and Performance Technologies were all up doubledigit percentage on 2019.

Finance review (continued)
2021

Operating profit
Consumer Care
Life Sciences
Performance Technologies
Industrial Chemicals
Group

IFRS Adjustments
£m
£m

168.0
201.0
62.7
6.5
438.2

(20.5)
(7.5)
(1.8)
(0.6)
(30.4)

2020 restated
Adjusted
£m

IFRS
£m

Adjustments
£m

Adjusted
£m

188.5
208.5
64.5
7.1
468.6

133.0
112.3
45.3
(0.6)
290.0

(13.5)
(12.2)
(3.6)
(0.3)
(29.6)

146.5
124.5
48.9
(0.3)
319.6

Underlying growth across the sectors added £116.0m to adjusted operating profit, acquisitions within the first year of ownership contributed £57.8m
and currency represented a £24.8m headwind.
Full year ended 31 December

Adjusted profit
Consumer Care
Life Sciences
Performance Technologies
Industrial Chemicals
Operating profit
Net interest
Profit before tax

2021
£m

188.5
208.5
64.5
7.1
468.6
(23.4)
445.2

Underlying
growth
£m

Acquisition
impact
£m

Currency
impact
£m

2020
restated
£m

Change

27.8
62.5
17.9
7.8
116.0

26.0
31.8
–
–
57.8

(11.8)
(10.3)
(2.3)
(0.4)
(24.8)

146.5
124.5
48.9
(0.3)
319.6
(19.0)
300.6

28.7%
67.5%
31.9%
–
46.6%
23.2%
48.1%

Impact of the divestment of the majority of PTIC
On 22 December 2021, the Group announced an agreement to divest the majority of the PTIC business and is currently working with the acquirer on
the process to separate the acquired activities from the Group. With completion of the divestment expected in summer 2022, this transaction had no
impact on the Group’s reported results for 2021, except for costs incurred reported as an exceptional item. In these 2021 results, PTIC revenue totalled
£554m (2020: £470m) and adjusted operating profit was £72m (2020: £49m). Taking account of the value to be retained by Croda under future supply
agreements for products to be manufactured at Croda sites and supplied to the acquirer, together with dis-synergy costs remaining with Croda which
were previously allocated to the divested business, the estimated impact of the divestment on Croda’s reported 2021 results, had it occurred at the
start of 2021, would have been to reduce revenue by £361m (2020: £298m) and adjusted operating profit by £59m (2020: £36m).
Lower free cash flow reflecting higher investment and demand growth
Free cash flow reduced to £153.6m (2020: £176.9m) as a result of higher working capital and increased capital investment. Working capital rose by
just over £100m due to increased raw material costs and selling prices, higher sales volumes and tactical increases in inventory to mitigate global
distribution challenges. The impact of higher pricing and sales volume (at constant working days cover) accounted for approximately £69m of the
increase with the balance reflecting tactical increases.
Full year ended 31 December

Cash flow
Adjusted operating profit
Depreciation and amortisation
EBITDA
Working capital
Net capital expenditure
Payment of lease liabilities
Non-cash pension expense
Interest & tax
Free cash flow
Dividends
Issue of new equity
Acquisitions
Other cash movements
Net cash flow
Net movement in borrowings
Net movement in cash and cash equivalents
Capital investment increased to £158.5m (2020: £121.0m), reflecting the
start of a programme to reinvest proceeds from the divestment of the
majority of PTIC to unlock growth opportunities in Consumer Care and
Life Sciences. This is creating new technology platforms and expanding
existing capacity to drive superior future growth. This organic expansion
is supported by selected inorganic acquisition opportunities, with 2021
seeing £58.8m invested in new platforms, with Parfex in fine fragrances
and Alban Muller in natural Beauty Actives. Together, this organic and
inorganic investment reflects elements 1 and 3 of the Group’s capital
allocation policy, to:
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2021
£m

2020
£m

468.6
79.0
547.6
(102.5)
(158.5)
(14.4)
11.2
(129.8)
153.6
(132.5)
–
(58.8)
19.0
(18.7)

319.6
68.2
387.8
(2.3)
(121.0)
(7.6)
7.7
(87.7)
176.9
(115.9)
615.5
(869.7)
(26.6)
(219.8)

37.6
18.9

237.3
17.5

1. Reinvest for growth – invest in organic capital expenditure to drive
shareholder value creation through new capacity, product innovation
and expansion in attractive geographic markets to drive sales and
profit growth;
2. Provide regular returns to shareholders – pay a regular dividend
to shareholders, representing 40 to 50% of adjusted earnings over the
business cycle. The full year dividend has been raised by 10% to
100.0p (2020: 91.0p), being 40% of adjusted earnings;
3. Acquire disruptive technologies – to supplement organic growth,
target a number of exciting technology acquisitions in existing and
adjacent markets, strengthening Consumer Care and expanding Life
Sciences; and

We expect to continue with the current accelerated capital reinvestment
and acquisition programmes over the next three years, given the strong
demand environment and range of growth and technology opportunities
in Consumer Care and Life Sciences.
The post-tax ROIC was broadly flat at 14.2% (2020: 14.6%). Despite a
significant increase in average invested capital due to the annualisation
of 2020 acquisition activity, the growth in adjusted operating profit net of
tax resulting from these investments, together with underlying growth,
broadly offset this. ROIC continues to be more than twice the Group’s
cost of capital.
Closing net debt was £823.2m (31 December 2020: £800.5m). The
Group has a strong balance sheet with its material debt maturities falling
due between 2023 and 2030, and the primary bank revolving credit
Alternative Performance Measures (APMs)
We use a number of APMs to assist in presenting information in this
statement in an easily analysable and comparable form. We use such
measures consistently at the half year and full year, and reconcile
them as appropriate. Whilst the Board believes the APMs used
provide a meaningful basis upon which to analyse the Group’s
financial performance and position, which is helpful to the reader, it
notes that APMs have certain limitations, including the exclusion of
significant recurring items, and may not be directly comparable with
similarly titled measures presented by other companies.

facility extended during the year to 2026. As at 31 December 2021,
the Group had committed funding in place of £1,225.8m, undrawn
committed facilities of £334.4m and £112.8m in cash.
As part of the annual review of going concern, the Group conducts a
series of scenario tests for different economic environments. In 2021,
Group sales and profit performed well ahead of the base case scenario
evaluated in February 2021, whilst cash generation was broadly similar.
Retirement benefits
The post-tax asset on retirement benefit plans at 31 December 2021,
measured on an accounting valuation basis under IAS 19, improved to
£5.8m (31 December 2020: £25.3m liability), primarily due to higher
discount rates and the transfer of the Dutch scheme to a collective
defined contribution arrangement. This new arrangement is accounted
for as a defined contribution scheme as the Group pays a fixed rate of
contributions and members are paid pensions with variable increases.
The triennial actuarial valuation of the largest pension plan, the UK Croda
Pension Scheme, was performed as at 30 September 2020 and
indicated that the scheme was 101% funded on a technical provisions
basis. Consequently, no deficit recovery plan is required. The Group has
discussed with the Trustee the impact on the scheme of the planned
divestment of the majority of PTIC and no changes to funding are
anticipated as a result.

•

The measures used in this statement include:
• Constant currency results: these reflect current year
performance for existing business translated at the prior year's
average exchange rates and include the impact of acquisitions.
Constant currency results are the primary measure used by
management to monitor the performance of overseas business
units, since they remove the impact of currency translation into
Sterling, the Group’s reporting currency, over which those overseas
units have no control. Constant currency results are similarly useful
to shareholders in understanding the performance of the Group
excluding the impact of movements in currency translation over
which the Group has no control. Constant currency results are
reconciled to reported results in the Finance Review. The APMs
are calculated as follows:
• For constant currency profit, translation is performed using the
entity reporting currency;
• For constant currency sales, local currency sales are translated
into the most relevant functional currency of the destination
country of sale (for example, sales in Latin America are primarily
made in US Dollars, which is therefore used as the functional
currency). Sales in functional currency are then translated
into Sterling using the prior year’s average rates for the
corresponding period;
• Underlying results: these reflect constant currency values
adjusted to exclude acquisitions and disposals in the first year of
impact. They are used by management to measure the
performance of each sector before the benefit of acquisitions or the
impact of divestments are included, in order to assess the organic
performance of the sector, thereby providing a consistent basis on
which to make year-on-year comparison. They are seen as similarly
useful to shareholders in assessing the performance of the
business. Underlying results are reconciled to reported results in the
Finance review;
• Adjusted results: these are stated before exceptional items and
amortisation of intangible assets arising on acquisition, and tax
thereon. The Board believes that the adjusted presentation (and the

•

•

•

•

columnar format adopted for the Group income statement) assists
shareholders by providing a meaningful basis upon which to analyse
business performance and make year-on-year comparisons. The
same measures are used by management for planning, budgeting
and reporting purposes and for the internal assessment of operating
performance across the Group. The adjusted presentation is
adopted on a consistent basis for each half year and full year results;
Return on sales: this is adjusted operating profit divided by sales,
at reported currency. Management uses the measure to assess the
profitability of each sector and the Group, as part of its drive to grow
profit by more than sales value, in turn by more than sales volume,
as set out in the Chief Executive’s review;
Return on invested capital (ROIC): this is adjusted operating
profit after tax divided by the average adjusted invested capital.
Adjusted invested capital represents net assets adjusted for net
debt, earlier goodwill written off to reserves and accumulated
amortisation of acquired intangible assets. The Board believes that
ROIC is a key measure of efficient capital allocation, in line with its
policy set out in the Finance Review, with its aim being to maintain a
ROIC of two to three times the cost of capital over the cycle, and
that it is useful to shareholders in assessing the superior returns
delivered by the Group and the impact of deploying more capital to
grow future returns faster;
Net debt: comprises cash and cash equivalents (including bank
overdrafts), current and non-current borrowings and lease liabilities.
Management uses this measure to monitor debt funding levels and
compliance with the Group’s funding covenants which also use this
measure. It believes that net debt is a helpful additional measure for
shareholders in assessing the risk to equity holders and the capacity
to invest more capital in the business;
Leverage ratio: this is the ratio of net debt to Earnings Before
Interest, Tax, Depreciation and Amortisation (EBITDA) adjusted to
include EBITDA from acquisitions or disposals in the last 12 month
period. EBITDA is adjusted operating profit plus depreciation and
amortisation. The Board monitors the leverage ratio against the
Group’s debt funding covenants and overall appetite for funding risk,
in approving capital expenditure and acquisitions. It believes that the
APM is a helpful additional measure for shareholders in assessing
the risk to equity holders and the capacity to invest more capital in
the business;
Free cash flow: comprises EBITDA less movements in working
capital, net capital expenditure, payment of lease liabilities, non-cash
pension expense, and interest and tax payments. The Board uses
free cash flow to monitor the Group’s overall cash generation
capability, to assess the ability of the Company to pay dividends and
to finance future expansion, and, as such, it believes this is useful to
shareholders in their assessment of the Group’s performance.
Croda International Plc
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4. Maintain an appropriate balance sheet and return excess
capital – maintain an appropriate balance sheet to meet future
investment and trading requirements, targeting a leverage ratio of 1 to
2x over the medium-term cycle. We consider returning excess capital
to shareholders when leverage falls below our target range and
sufficient capital is available to meet our investment opportunities.
At 31 December 2021, the leverage ratio was 1.4x (31 December
2020: 1.8x) and is expected to fall below 1x on completion of the
disposal of the majority of PTIC.

Risk management

Managing risk
Our risk framework enables the business to protect and create
value, helping us to identify opportunities and minimise threats
to the delivery of our strategic and operational objectives.
Risk strategy and governance
Our Board owns and oversees our risk
management programme, with overall
responsibility for ensuring that our risks are
aligned with our goals and strategic objectives.
The Audit Committee assists the Board in
monitoring the effectiveness of our risk
management and internal control policies,
procedures and systems (page 81).
Risk monitoring and reporting
Global visibility of all risks is delivered through
our global risk reporting dashboard, updated
daily from our risk and control system (the
Digital Hive) which provides a platform to
understand and manage risks and enables risk
comparison across regions, operations and
sectors. Using our global risk management
framework (page 52), similar risks are
considered together by generic risk area,
sub-categories and categories, giving the
Board and management visibility of the
aggregated risks on a Group-wide basis. Each
of our strategic and operational risks is owned
by an Executive member.
Risk appetite
Risk appetite statements are defined for each
subcategory of risks and each generic risk has
a defined risk appetite, visible to all risk owners,
which is owned and reviewed by an Executive
member. Risk appetite statements are reviewed
annually by the Executive and the Board (page
66) in order to guide the actions management
take in executing our strategy.
Key risk indicators
We set targets to help monitor performance in
mitigating our risks. These targets also support
decision making by providing management with
information about Executive expectations and
are monitored and reviewed by the risk related
steering groups (page 52).

Risk culture
We use our global risk management framework
(page 52) to drive an integrated and owned
approach to risk management through the
culture of the entire organisation.
Risk oversight
The Board carried out a robust assessment of
emerging and principal risks facing the Group
at its meeting in July (page 66), including those
that would threaten its business model, future
performance, solvency or liquidity. It also
received quarterly assurance updates from the
Chair of the Risk Management Committee.
Risk management
Responsibility for risk management is
embedded throughout our organisation. Our
first line of defence, our employees, have a
responsibility to manage day-to-day risk in
their own areas guided by Group policies,
procedures and control frameworks. Local
management, and ultimately the Executive,
ensure that risks are managed, maintained,
reviewed and actioned according to
these frameworks.
The second line of defence is provided by
management team review of each risk register,
culminating in review by the Risk Management
Committee (page 52), which meets quarterly to
challenge and monitor current risks and receive
presentations from key risk owners. Insight on
external trends and on internal emerging risks
(from review of the bottom-up risk registers) is
provided by the risk team and discussed by
the Committee.
The third line of defence is assurance over the
effectiveness of mitigating controls, which is
provided through internal audits in addition to
reports from external assurance providers.
These reports are reviewed by three Executive
Committees (page 52) and are monitored and
challenged by the Audit Committee (page 81)
and the Board.
We have a Global Crisis Management plan in
place to manage significant risk events, owned
by the Executive, which is tested at least
annually based on key risk scenarios.
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Our principal risks
Our risk heat map (page 52) identifies principal
pre-mitigation risks and reflects a summary of
local risks identified in the risk framework. They
are those that we consider most impact our
business model (page 16) and the delivery of
our long-term strategic objectives (page 20).
They are explained in further detail in the table
on pages 53 to 55. These risks also form the
basis of scenario testing for the assessment of
long-term viability of the Company on page 56.
Changes to our gross risk environment
in 2021
Movements on the risk heat map on page 52
reflect changes to the long-term risk
environment that we are facing and how these
risks have changed in the year. In 2021 we
have added one new principal risk, whilst three
risks have moved out of the principal list.
Business system security risks have increased
during 2021 as a result of increasing cyber
threats globally, whilst other principal risks have
remained at the same level as 2020.
All risks continue to be monitored by the Risk
Management Committee for significant change
and if the impact or likelihood increases will be
identified as principal risks in future.
New principal risks in 2021
In the light of significant business change
programmes being driven by our strategy (page
20) we have added a standalone principal risk
relating to Management of Business Change
which is described in detail, together with our
mitigation approach, on page 54.

Strategic report

Risks moving out of principal risks in 2021
Management’s view is that the three risks
which are no longer considered to be principal
are all effectively managed. They are also
slower velocity risks, giving us time to take
mitigating actions to address any increased
levels of risk. These risks are:
• Supplier and raw material security: The last
two years have seen a period of significant
disruption to global trade (see case study
below). Throughout this period our
procurement teams have worked with
suppliers to ensure that raw materials
continue to be available and production has

remained uninterrupted. Our ability to secure
supply in such a challenging period enables
us to reduce the impact of supplier and raw
material security which results in the risk
falling outside our definition of a principal risk.
• Product stewardship and chemical regulatory
compliance: We consider this to be a risk
with well established operational process, a
dedicated specialist team and no recent
issues. In 2021 we increased the size of the
team to address complexity in this area and
to support further integration across the
business. This enabled us to reduce the
likelihood of the risk, which results in this risk
falling outside our definition of a principal risk.

• Ineffective management of pension fund: In
2021 we worked with the UK scheme trustee
to further reduce the likelihood of investment
and funding risks. Given the Group’s balance
sheet strength, the impact of any significant
increased funding requirements impacting
Croda’s balance sheet is assessed as
reduced since 2020. The combination of
reduced risk impact and likelihood results in
the risk falling outside our definition of a
principal risk.

Supply chain management
The continued short-term impact of COVID-19 and Brexit has seen disruption of our supply chain in 2021. This has the potential to
impact both our raw material supply and the availability of freight to deliver finished product to our customers. We monitor delivery
metrics closely through our Safety, Health, Environment and Quality (SHEQ) steering committee and at our monthly regional leadership
team meetings. Supply chain management has been challenging, but thanks to the excellent work of our teams in customer service,
shipping and sales we have supplied greater volumes to our customers than in previous years, demonstrating the resilience of our
supply chain. In addition, our flexible production sites have implemented rapid debottlenecking and amended plant scheduling to
accommodate changes to material availability and increased demand. The main short-term challenges we had to address in 2021
have been as follows:
• Brexit import and export paperwork for particular raw materials, leading to a backlog of material being held in port
• Shortage of hauliers, particularly in the UK, Spain and USA
• Shortage of deep sea containers, particularly for shipping from East to West, with a consequent increase in prices of
these containers
• COVID-19 related absenteeism impacting Croda and third-party logistics provider teams

Risk appetite
Our risk appetite is the level of risk that Croda is willing to accept in the pursuit of a specific objective or strategy. We have defined our
risk appetite in a number of areas in order to manage and monitor our risk exposure. Assessing risks against our risk appetite also
provides the opportunity to identify areas where we may not be taking enough risk. Our risk appetite statements are compiled based
on our Company values, strategy, and capacity to absorb risk in certain areas. We have risk appetite statements in place for each of
our risk sub-categories, each being owned by a member of the Executive. On an annual basis the risk appetites are reviewed by the
Executive and the Board (page 66) and updated to ensure they remain relevant. We use our risk appetites as a starting point to review
and challenge the level of risk that we are taking for each of our key risks, to identify areas where additional control may be needed, or
where the level of control may be too onerous.
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Our risk framework
What we monitor
Executive risk register
Summary of the principal risks facing us prepared by combining risks identified through the local
bottom-up registers with Group-level risks identified and owned by the Executive Committee

Our risk landscape

What we assess

Current risks
Risks we are managing now
that could stop us achieving our
strategic objectives

Likelihood and impact: globally applied 6x6 scoring scale

Risk categories we assess

Risk ownership: each risk has a named owner
Gross risk: before mitigating controls

•
•
•
•
•
•

Mitigating controls: subject to internal audit review
and monitoring

Emerging risks
Risks with a future impact from
external or internal opportunities or
threats. These can be slow moving,
as well as rapid velocity

Six categories, 17 subcategories,
over 50 generic risks, one
framework:

Net risk: after mitigating controls are applied
Risk appetite: defined at generic risk and subcategory
level and transparent through our risk dashboard
Actions: for further mitigation if required

Strategic
People and culture
Process
External environment
Business systems and Security
Financial

Our bottom-up registers
The core of our risk assessment. Owned by market sectors, regions, manufacturing sites and functions,
they identify local risks and mitigating controls arising from day-to-day operations in over 30 risk registers globally

How we monitor
Board
Responsible
for the risk
framework and
definition of risk
appetite. Reviews
key risks with an
opportunity for
in-depth
discussion of
specific key risks
and mitigating
controls annually.
Approves the
viability statement.

Audit
Committee

Risk Management Committee

Reviews the
effectiveness
of the Group risk
management
process. Reviews
assurance over
mitigating controls,
directing internal audit
to undertake
assurance reviews for
selected key risks.
Reviews viability
scenario
assessments.

Meets quarterly to monitor and review risks other than
Safety, Health, Environment and Quality (SHEQ),
Ethics and Sustainability.

P73

Chaired by Jez Maiden.

Standing agenda item to monitor business IT systems
and cyber risks and currently COVID-19 risk. Covers
proactive risk management, risk monitoring and
mitigation and internal and external emerging risks,
including emerging regulatory requirements.
Receives an in-depth presentation of specific key
risks and mitigating controls from risk owners at each
meeting.
Considers the results of internal audit work for all
risks.

P73

Sustainability
Committee
Chaired by Phil Ruxton.
Meets quarterly to
oversee the
development,
measurement and
delivery of our
sustainability strategy
and the significance of
climate-related risks
and opportunities.
Monitors against
stretching targets and
agreed KPIs.

P73

Group SHEQ
Steering
Committee
Chaired by
Mark Robinson.
Meets quarterly to
review SHEQ risks.
Monitors against
stretching targets
and agreed KPIs.
Considers the results
of assurance audits
over SHEQ controls.

P73

Group Ethics
Committee
Chaired by
Tom Brophy.
Meets quarterly to
review ethics and
compliance risks.
Monitors against
agreed KPIs.
Considers the results
of assurance audits
over Ethics controls.

P73

P73

Risk heat map
High

Our principal risks are reported gross
(before mitigating controls)

2

1

10

5

9
Likelihood

7

Strategic risk

8

4

6

Revenue generation

2

Product and technology innovation and protection

3

Digital technology innovation

4

Delivering sustainable solutions — Climate and Land Positive

5

Management of business change

People and culture risk
6

3

Our people — culture, wellbeing, talent development and retention

Process risk
7

Product quality

8

Loss of significant manufacturing site

External environment risk

Medium

9
Medium
Gross risk increase
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1

Impact
Gross risk no change
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High
Gross risk decrease

Ethics and compliance

Business systems risk
10

Security of business information and networks

Key
Link to our strategy (page 20)

Risk movement

Link to our business model (page 16)

Risk increase

E

Engage

No change

C

Create

Innovation:
increase the proportion of NPP that we sell

Risk decrease

M Make

Included in viability statement
(see page 57)

S

V

Growth:
consistent top and bottom-line growth

Sell

Strategic
Principal risks

1. Revenue generation

2. Product and technology
innovation and protection

3. Digital technology
innovation

4. Delivering sustainable
solutions – Climate and Land
Positive

President Regional Delivery
and Sector Presidents

Nick Challoner
Group Chief Scientific Officer

Jez Maiden
Group Finance Director

Nick Challoner
Group Chief Scientific Officer

V

E

S

V

E

C

V

C

M

S

V

C

M

Why this matters to us
Our ambition is to deliver consistent top
and bottom-line growth, with profit
growing ahead of sales, ahead of
volume. To grow, we need to innovate
and also keep pace with our customers
as they serve consumers globally in
established markets and higher risk
developing markets. Failure to manage
these challenges and the consequences
of any geopolitical tensions will adversely
impact delivery of our growth strategic
objective (page 20). Acquisitions of
adjacent technologies will dilute growth if
they are not effectively integrated.

Innovation is the lifeblood of our business
(page 4). It plays a critical role across our
operations; it differentiates us from the
competition, protects sales and
improves our margins. Failure to leverage
the knowledge of our global innovation
teams could lead to a reduction in New
and Protected Products (‘NPP’) and will
impact growth and margin.
Failure to protect the intellectual property
(‘IP’) in these products in existing and
new markets could undermine our
competitive advantage.

Digital technology is a significant
disruptor, rapidly changing markets that
we operate in, changing the way we
interact with our external partners and
each other. New and established
customers expect a high level of online
service, from researching ingredients to
buying, and failure to meet these ahead
of competitors will impact growth, hinder
R&D knowledge sharing and create
inefficient processes.

We have made a bold Commitment to be
Climate and Land Positive by 2030 (page
2), aligning our smart science with United
Nations Sustainable Development Goals
(SDGs). Sustainability has been a strategic
priority for Croda for over a decade and
we are committed to delivering
improvements in line with the objective to
limit global temperature rises to no more
than 1.5°C above pre-industrial levels.
Climate change, biodiversity loss and
rising inequality are changing consumer
demands, making sustainability as
important to consumer choice as price.
Failure to remain ahead of our
competitors and to deliver on our
stretching 2030 targets will damage our
reputation and compromise growth.

How we respond
Through our global sector sales,
marketing and technology teams, we
identify consumer trends and respond
swiftly to satisfy customer needs through
key technologies. Our direct selling
model enables us to get closer to our
customers. Our resilient business model
(page 16) and continued focus on
growing profit ahead of sales ahead of
volume mitigates profit impact in difficult
trading conditions.

Our outstanding technical research and
development (R&D) teams, based in our
customer innovation centres and
application laboratories globally, focus
innovation on customer and market
needs and are embedded across our
business. We invest in: R&D, Open
Innovation and Smart Partnership
programmes, seeking premium niches
and disruptive technology acquisitions
(page 12). Our specialist IP team protect
new products and technologies,
defending our IP and challenging
third-party IP where appropriate.

Our functional specialist teams focus on
our business model areas of Create,
Make and Sell (page 16) and provide
global leadership to take advantage of
the fast evolving digital world. They
deliver an integrated market-facing
environment that encompasses
everything from product development
through artificial intelligence-enabled
manufacture, to customer service. Digital
pilot projects embedded in the
organisation support agile, local trials of
innovative ideas, which can grow into
global initiatives.

Our sustainability team, led by our Chief
Sustainability Officer, maintain the
organisation’s focus. The Sustainability
Committee, which meets quarterly, has
representatives from all functions and
sectors who work together to deliver our
sustainability targets. We see more
opportunity than risk in climate change.

• Resourced our long-term innovation
• Create: selected a provider for our
platforms, ensuring we enhance the
global R&D knowledge management
skill levels of experts leading our
system and started the roll out to
approach to disruptive technology
share global R&D expertise
development
• Make: developed a series of pilot
• Commenced a multi-million pound
projects to enhance manufacturing
project to introduce artificial
efficiency, including real-time plant
intelligence and data mining across
monitoring and advanced process
our global R&D knowledge base
control
(page 4)
• Sell: delivered key strategic projects
• Scaled our support of manufacturing
to enhance online presence, including
for lipid delivery systems in both
a new suite of websites targeting
Europe and USA enabling continuing
customers in China, integration of
supply to COVID-19 vaccine
Croda’s global Customer Relationship
manufacturers
Management system with website
enquiries, web improvements to drive
• Continued to educate our scientists to
greater customer engagement and
ensure that we support the principles
the introduction of new digital
of green chemistry and sustainable
selling tools
innovation in line with our strategy
• Delivered strong increase in NPP,
supported by our Avanti and
Iberchem acquisitions (page 45)
• Invested in a new centre for biotech
process design and optimisation in
the UK (page 12)

• Committed to climate Science Based
Targets (SBT) and became the third
major chemical company in the world
to have our plan to achieve them
officially verified (page 12)
• Invested in market leading technology
to automate the collation and internal
reporting of sustainability metrics
• Committed to complete roadmaps in
2022 for decarbonisation of all our
operational site and business sectors,
supported by additional capital
investment
• Completed full Executive review of the
sustainability strategy, attended by a
Board member
• Completed our periodic review of our
material issues and climate related
risks and opportunities (page 30)
• Prepared carbon budgets for each
sector, sitting alongside the financial
budgets
• Engaged our investors in sustainability
(see case study on page 19)

For more on Land and Climate Positive
see pages 32 and 33 and in our
Sustainability Report (pages 20 to 29).

What we have done in 2021
• Delivered growth across all regions and
sectors (page 11)
• Continued to strengthen our country
selling teams and developed further
digital channels through which our
customers can engage with us; crucial
in maintaining the business pipeline
whilst in-person visits have been
restricted by COVID-19
• Started integration of Iberchem as part
of our Consumer Care sector and
provided a stronger footprint in
developing markets
• Invested in Iberchem Brazil, one of the
largest markets for fragrances globally
• Optimised the opportunities available
to us in Health Care vaccination,
building our brand and reputation in
this area and meeting the urgent
needs of the COVID-19 pandemic
• Implemented a global ’voice of the
customer’ survey to understand what we
do well and where we need to improve,
to continue to deliver innovative products
and excellent service to our customers
• Expanded our reach for high value
niche Health Care ingredients globally,
building a pipeline of new products
• Acquired Alban Muller and Parfex
(page 6)
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Strategic report

Sustainability:
align our business with our Purpose and accelerate
our customers’ transition to sustainable ingredients

Risk management (continued)

Strategic

People and culture

Process

5. Management of
business change

6. Our people – culture,
wellbeing, talent development
and retention

7. Product quality

8. Loss of significant
manufacturing site
(major safety or
environmental incident)

Steve Foots
Group Chief Executive

Tracy Sheedy
Group Human Resources Director

Tom Brophy
Group General Counsel

Mark Robinson
President Global Operations

Principal risks

E

C

M

E

S

C

M

S

V

M

V

M

Why this matters to us
Delivery of the strategic review
completed in 2021 requires significant
business change globally, including
acquisition and disposal of businesses
and investment in a significant capital
expenditure programme (page 6). Such
transformational change has the
potential to distract the organisation
resulting in failure to deliver expected
results, or at worst destroy value.

Retaining and developing the experience
and motivation of all our knowledgeable
and diverse employees is critical to
maintaining our ability to deliver our
strategic priorities. Failing to maintain our
distinctive Croda culture (pages 2 and 8)
within which people thrive and which
attracts new and diverse talent to join the
Company would significantly damage our
ability to innovate.

We sell into a number of highly
regulated applications and the
transition to a focused Consumer
Care and Life Sciences business
increases our exposure to this
environment. Weak product quality
control leading to non-compliance
with our customers’ stringent product
quality requirements and global and
local regulation could expose us to
liability claims, significant reputational
damage and compromise our ability
to deliver growth.

We rely on the continued sustainable
operation of our manufacturing sites
around the world, including newly
acquired sites.

A clear Purpose, strong development
culture, excellent learning opportunities and
competitive reward programmes support
the retention, engagement and career
development of the high-quality teams we
need. Global graduate and management
development programmes include
stretching and high-profile assignments and
provide a pipeline of internal talent.

Monitored by our Group SHEQ
Steering Committee (page 52), our
sites and products are certified to
demanding external quality standards
highly valued by our customers
(including ISO 9001, GMP and
Excipact). Our global network of
quality professionals enforce
compliance with the Group Quality
manual, assured through internal
audits delivered by our specialist
Group Quality audit team and external
certification audits. We work
proactively with relevant trade
associations to shape future
regulation.

Monitored by our Group SHEQ Steering
Committee (page 52), our global network
of site-based safety professionals
enforce compliance with global policies
and procedures defined in the Group
SHE manual. Assurance is provided by
the specialist Group SHE internal audit
team, whilst external auditors certify our
compliance with international safety
standards. Our sites are certified to ISO
14001 standards.

• Life Sciences appointed sector
Head of Quality to lead and
monitor delivery of GMP
standards across all sector
manufacturing sites
• Developed and applied a
customisable quality toolkit across
all our sites to accelerate progress
towards our sustainability target of
99.5% right first time in
manufacturing operations. The
resulting improvements mean we
are ahead of schedule
• Demonstrated the strength of our
quality management systems by
continuing to deliver to customers
despite supply chain disruptions
(see case study on page 51)
• For more on quality assurance see
page 39 of our Sustainability Report

• Prepared a new suite of process
safety guidance standards, developed
in consultation with members of
the Group-wide Process Safety
Leaders Academy
• Adopted an enhanced approach
to process safety, aligned with
Sustainability Accounting Standards
Board (SASB) standards for
our industry
• Undertook process safety training
of regional leadership teams
• Delivered SHE leadership training to
the management teams of businesses
acquired in the last two years
• Continued focus on process safety
leading metrics, which drive our
investment in assets
• For more on process safety and
environmental stewardship see
page 37 of our Sustainability Report

Ineffective management of change could
result in a failure to integrate new
acquisitions effectively and impact the
realisation of benefits.

Climate change directly impacting the
location of a site or availability of utilities
used, or a major event causing loss of
production and violating safety, health or
environmental regulations, could limit our
operations. This could also expose the
Group to liability, cost and reputational
damage, especially in light of our
commitment to sustainability and
customer service.

How we respond
The Board and Executive have oversight
of the strategic change programme and
receive regular updates of status and
progress. Skilled programme managers,
supported by external consultants, lead
our delivery of change programmes,
including the PTIC separation, and our
Capital Project Director monitors and
oversees the capital investment
programme.
We also acknowledge that the potential
separation has to be technically well
designed to minimise the impact on the
organisation.

Our bi-annual global talent review process
considers resources and succession plans
for critical roles, with actions monitored by
the Executive Committee and the Board.

Risks specific to each site are identified
in ‘bottom-up’ risk registers and local
business continuity plans are in place
which are regularly tested.

What we have done in 2021
• Considered the implications of the
sale of the majority of the PTIC
business through a Board and
Executive process extending over
many months (case study page 69)
• All major change programmes are
subject to oversight from Executive
level steering groups and have an
Executive level sponsor. Progress
is reported to the Board on a
periodic basis
• Separation Programme Director and
workstreams supported by external
consultants
• Dedicated programme management
for other significant change
programmes
• Global Capital Project Director
developed capital projects framework
and governance to monitor progress
in capital projects
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• Reviewed and upgraded all our internal
leadership programmes in conjunction
with Hult Ashridge business school
(page 36)
• Continued to expand our online training
courses and our mentoring programmes
• Developed and launched a new global
competency framework to support and
enhance the roll out of our values, a
summary of our cultural aspirations
(page 36)
• Addressed increased risks to employee
wellbeing and mental health through the
provision of employee assistance
programmes, online mental health tools,
wellbeing activities and increased
communications
• Continued to benchmark rewards
regionally, introduced new reward and
recognition programmes and the Croda
Free Share Plan (pages 90 and 91)
• For more on our people see page 30 of
our Sustainability Report
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Key
Link to our strategy (page 20)

Risk movement

Link to our business model (page 16)

Risk increase

E

Engage

No change

C

Create

Innovation:
increase the proportion of NPP that we sell

Risk decrease

M Make

Included in viability statement
(see page 57)

S

Growth:
consistent top and bottom-line growth

V

Strategic report

Sustainability:
align our business with our Purpose and accelerate
our customers’ transition to sustainable ingredients

Sell

Business systems and security

External environment
Principal risks

9. Ethics and compliance

10. Security of business
information and networks

Tom Brophy
Group General Counsel

Jez Maiden
Group Finance Director

V

E

C

M

S

V

E

C

M

S

Why this matters to us
We are subject to UK legislation which is far-reaching in
terms of global scope and often more rigorous than
local legislation (for example, the Bribery Act).
Our increased presence in emerging economies and
the increasingly frequent introduction of new regulation
create an elevated compliance and reputational risk.

Society and business are subject to more numerous
and increasingly sophisticated threats to security,
including hackers, viruses and ransomware attacks,
and keeping our data safe is subject to increasingly
stringent regulatory requirements globally. Our business
model relies heavily on the availability of IT networks
and systems; an extended interruption of these
services may result in an inability to operate.

How we respond
Our Group Ethics Committee (page 73) meets quarterly
to consider new legislation requirements and to
promote the importance of ethics and compliance
across our business and stakeholder ecosystem.
Compliance training and education programmes are
rolled out globally, with results monitored by the
Committee.
Our Audit Committee reviews the effectiveness of the
Group’s anti-bribery and fraud procedures on an
annual basis (page 81).

We run our key applications in distributed computing
environments with regular failover testing and
penetration testing being undertaken. Our information
security specialists monitor our IT services and
networks, oversee cyber protection solutions and
provide cyber awareness education globally, whilst
internal and external auditors review and report on the
operation of cyber and system controls annually.

What we have done in 2021
• Continued with the ethics integration of newly
acquired companies, with particular focus on those
in emerging markets with the associated higher
ethical risks
• Developed an automated KPI dashboard that
enables the tracking and monitoring of the ethics
programme and provides leading and lagging
indicators of ethical risks
• Supplemented the ethics procedures manual with
practical ‘how to do’ guidance notes. The Group
undertakes ethics risk assessments at site level,
which record detailed risks and mitigating controls
• Undertook over 2300 third-party reputational
screenings
• Undertook our annual review of antibribery and
corruption, fraud and whistleblowing procedures
(page 83)
• Reported to the Board on the ethical compliance
programme (page 66)

• Developed and adopted a new medium-term
information security strategy
• Assessed our IT operations against the NIST Cyber
Security Framework
• Developed new security controls within Croda’s
Operational Technology environment at a pilot
manufacturing site
• Conducted a third-party facilitated review of data
privacy compliance, to maintain the health of the
global data privacy framework and improve where
necessary
• Completed an in-depth review of the IT control
framework, including assessment of governance
and monitoring processes (page 81)
• Carried out an internal audit review to provide
assurance over asset management and third-party
processes
• Carried out a full review of cyber security controls at
Incotec China
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Long-term viability statement

Long-term viability statement
Based on their assessment of prospects and viability, the Directors
confirm that they have the expectation that the Company will be
able to continue in operation and meet its liabilities as they fall
due over the next three years.
Confirmation of viability
Based on their assessment of prospects and
viability, the Directors confirm that they have an
expectation that the Company will be able to
continue in operation and meet its liabilities as
they fall due over the next three years to
31 December 2024. The Directors also
considered it appropriate to prepare the
financial statements on a going concern basis,
as explained in the Group accounting policies
(page 125).
The viability assessment period
The Directors have assessed the longer-term
viability of the Company over the three year
period to 31 December 2024, taking account of
the Company’s current financial position and
the potential impact of the Company’s principal
risks identified on pages 53 to 55.

For 2021 the Board considers that, in
assessing the prospects of the Company and
determining the appropriate viability period, its
investment and financial planning horizon of
three years is the appropriate benchmark. In
reaching this conclusion they considered
the following:
• the three year financial planning horizon,
supported by detailed financial modelling
which considers profitability, cash flows,
gearing and other key financial metrics;
• the three year investment planning cycle
which reflects the typical maximum lead time
involved in developing new capacity. Both
financial and investment planning are led by
the CEO and reviewed by the Board;
• the Company has demonstrated a strong
balance sheet and cash generation which
ensure its ability to repay, renew and raise
new debt facilities in most market conditions

(page 49). The most common debt maturity
term is five years;
• the resilient business model (page 16) and
the Company’s diversified portfolio of
products, operations and customers, which
reduce exposure to specific geographies and
markets, as well as large customer/product
combinations; and
• the strong, sector-led innovation pipeline
(pages 24 to 29) extending over more than
three years, which supports the Company’s
business through development of new sales
growth opportunities, protects sales and
margins, differentiates the Company from
competitors and provides barriers to entry
Given the progressive development of a longer
term strategic plan for the Group, the Board will
review over the coming year whether it is
appropriate to consider a longer viability period
in future Annual Reports.

Assessment of viability
We assess our longer-term resilience to risk in two ways:
• Top down: we test the Company’s overall funding capacity to withstand catastrophic events through stress testing the reduction in EBITDA
required to breach the bank leverage covenant;
• Bottom up: we assess the existing unused committed liquidity available and peak debt leverage rates under multiple bottom-up worst case risk
scenarios, both individually and in combination. These risks are the principal risks which present long-term threats to the business as identified
through our risk management process (page 50) and agreed by the Board. To ensure consistency, we use the base case model developed for
going concern assessment (page 125).
In 2021 we assessed viability assuming the sale of the majority of our Performance Technologies and Industrial Chemicals business (‘PTIC sale’)
(page 11) will complete in summer 2022. We completed additional scenarios to assess the impact of this sale not completing on the Group’s
viability, with the outcome described on page 57.
Assuming a successful PTIC sale, under each worst case combination of scenarios, top-down headroom is considered to be more than adequate.
The results of the bottom-up scenario modelling showed that no individual event or plausible combination of events (the most significant of which
was scenario F) would give rise to a financial impact sufficient to endanger the viability of the Company in the period assessed, with ample liquidity
and debt leverage headroom against funding covenants.
Were the PTIC sale to be unsuccessful, using the same scenarios, the bottom-up modelling also showed that the financial impact of a severe but
plausible combination of events would not endanger the viability of the Company but would require additional funding to be put in place (which is
expected to be available).
Top-down liquidity headroom
We assess our overall funding capacity to withstand catastrophic events by stress testing the EBITDA reduction required to trigger the default of the
bank leverage covenant, and the current level of committed debt facilities which mature within the viability period.
• Bank leverage covenant: the leverage ratio at the end of 2021 of 1.4x remains substantially below the maximum covenant level under the Group’s
debt facilities of 3.5x. Based on 2021 results, stress testing assesses that EBITDA would need to fall by 66% to trigger an event of default. In the
event that the maximum covenant level was reached we would also take action to conserve cash;
• Unused committed liquidity headroom: at 31 December 2021 over 78% of the current level of committed debt facilities of £1,226m mature after
the end of the viability period, with current committed unused headroom of £334m (page 153). The Company expects to have access to
additional liquidity funding in most market circumstances.
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Scenario combination modelled

Key assumptions

Principal risks (pages
53 to 55) considered*

Assuming PTIC sale
Unused
committed
liquidity
(£m)**

Peak
debt
leverage

Assuming no PTIC sale
Unused
committed
liquidity
(£m)**

Peak debt
leverage

A: Regulatory issues damage
reputation, enabling competition
across multiple market sectors and
loss of business.

Loss of business in
1. Revenue generation
Personal Care and Health 4. Delivering
Care
sustainable solutions
– Climate and Land
Positive

600

0.4x

200

1.3x

B: Disruptive competitive technology
and supply chain disruption results in
loss of significant business.

Alternative production
technology, limited
availability of key raw
material and fail to deliver
digital strategy

2. Product and
technology innovation
and protection
3. Digital technology
innovation
Security of supply***

600

0.4x

200

1.4x

C: Significant cyber attack results in
loss of IT systems for a prolonged
period impacting ability to operate.

Cyber attack results in
loss of key systems

10. Security of
business information
and networks

600

0.5x

200

1.6x

D: Significant compliance breach
combined with a significant cyber
attack damages our reputation
resulting in loss of business.

Cyber attack and major
compliance breach
leading to government
investigation and fine

9. Ethics and
compliance
10. Security of
business information
and networks
4. Delivering
sustainable solutions

600

0.4x

200

1.5x

E: Product recall from product quality
failure results in loss of business.

Damages and costs from 7. Product quality
product recall in Health
1. Revenue generation
Care

300

1.3x

additional
funding
required

2.4x

F: Catastrophic uninsured loss of
manufacturing capability damages
reputation resulting in loss of
significant business.

Uninsured loss of major
UK and US
manufacturing sites
resulting in lost margin
for an extended period

300

1.5x

additional
funding
required

2.5x

Risks considered to have a slower
velocity, giving the Group time to take
mitigating action.

8. Loss of significant
manufacturing site
1. Revenue generation

6. Our people
5. Management of
business change

* See how we respond to mitigate these risks on pages 53 to 55
** Excluding cash on deposit
*** Not a principal risk in 2021

Considering the impact of the sale of the majority of PTIC
The approach adopted to assess the impact of the sale of the majority of the PTIC businesses was to overlay the cash impact of not receiving
the agreed proceeds on the debt headroom and debt gearing covenant over the three year viability period, using the same scenario
combinations. We also considered a less impactful scenario of a limited warranty claim as a result of failing to separate the business effectively.
Linking to going concern assessment
The same base case and business model is used to assess the impact for both the viability statement and the going concern assessments. For
more on going concern see page 125.
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Bottom-up risk scenario headroom
We consider the potential financial impact of combinations of the Group’s principal risks identified on pages 53 to 55, both individually and in
plausible combination. Using the going concern base case model, we assess the impact of the risks on EBITDA and the consequent cumulative
impact on net debt over the three year period based on worst case impact assumptions. The combinations modelled are identified below:

