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ABSTRACT
This report assesses the international business strategy of Nestlé S.A., a Transnational Corporation (TNC) headquartered in Switzerland, focusing on its market operations in the emerging economy of India. Nestlé’s status as a TNC is confirmed by its vast global footprint and highly decentralized, polycentric management structure (Bartlett & Ghoshal 1989; Hill 2020).
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[bookmark: _Toc215208544]1.Executive Summary.

This report assesses the international business strategy of Nestlé S.A., a Transnational Corporation (TNC) headquartered in Switzerland, focusing on its market operations in the emerging economy of India. Nestlé’s status as a TNC is confirmed by its vast global footprint and highly decentralized, polycentric management structure (Bartlett & Ghoshal 1989; Hill 2020). The selection of a Wholly Owned Subsidiary (WOS) as the dominant entry mode into India is justified by Dunning’s Eclectic Paradigm (OLI), driven primarily by the need for maximal control (Internalization advantage) to protect proprietary technology and enforce stringent quality standards (Ownership advantage) in a high-growth market (Location advantage). Critical analysis reveals significant cultural gaps between Switzerland and India, particularly in high Power Distance (PDI 77) and Collectivism (IDV 48) (Hofstede 2010; The Hofstede Centre n.d.). These differences directly impact organisational success, as evidenced by the challenges faced during the 2015 Maggi crisis, where communication and regulatory SOPs proved inadequate (Singh & Gupta 2016). To ensure sustained success, three major adjustments to Standard Operating Procedures (SOPs) are recommended: instituting a Regulatory Foresight Unit to proactively manage compliance, establishing a Formalised Consultative Authority and Triage SOP for improved crisis leadership and communication, and localising Human Resource Management (HRM) SOPs to prioritise relational capital and collective development.








[bookmark: _Toc215208545]2. Introduction.

[bookmark: _Toc215208546]2.1. Background on Nestlé S.A. and Global Scope
Nestlé S.A., headquartered in Vevey, Switzerland (Nestlé S.A. 2024a, 2024b), is recognized globally as the world's largest food company, specializing in coffee, chocolate, bottled water, dairy, and infant formula products (Nestlé S.A. 2024a). Since its founding in 1867, the corporation has expanded far beyond its European roots, now selling products in 185 countries and operating over 337 factories across 75 nations (Nestlé S.A. 2024b). This immense scale and geographic dispersion affirm its status as a major global economic force. The company maintains an active corporate presence and publicly available financial information, including annual reports, which further supports its suitability for this detailed analysis (Nestlé S.A. 2023a, 2023b).

[bookmark: _Toc215208547]2.2. Selection Rationale (Nestlé & India)
Nestlé was selected as the multinational corporation (MNC)/Transnational Corporation (TNC) due to its comprehensive global reach and complex operational model across diverse markets. India has been chosen as the focus emerging economy because it is one of the fastest-growing markets for Nestlé globally (Sharma 2022) and represents a crucial case
study in balancing global standards with intense local responsiveness. India presents both significant opportunities, such as robust growth potential in the processed food sector (KPMG India 2021), and profound challenges relating to regulatory compliance, supply chain complexity, and cultural adaptation.

[bookmark: _Toc215208548]2.3. Report Structure and Objectives
This consultancy report aims to provide a critical evaluation of Nestlé's international strategy. The analysis begins by establishing Nestlé’s TNC structure and mapping its global value chain. Subsequently, the report employs Dunning’s OLI paradigm to dissect the strategic rationale behind the choice of a Wholly Owned Subsidiary (WOS) in India. A critical evaluation follows, analysing how cultural distance (Switzerland vs. India) impacts strategy and management. Finally, the report concludes by proposing three concrete adjustments to Nestlé's Standard Operating Procedures (SOPs) necessary to enhance success and resilience in the Indian market, particularly in light of historical operational crises.

[bookmark: _Toc215208549]3. Global Operations: Benefits, Challenges, and Entry Modes

[bookmark: _Toc215208550]3.1. MNC/TNC Designation of Nestlé
[bookmark: _Toc215208551]3.1.1. TNC Status Defined by Decentralization and Local Responsiveness
While frequently classified as a multinational corporation (MNC), Nestlé aligns more precisely with the definition of a Transnational Corporation (TNC) (Bartlett & Ghoshal 1989). A key distinction between the two lies in management structure: MNCs traditionally feature centralized management, whereas TNCs exhibit a decentralized approach to operations (Bartlett & Ghoshal 1989). Nestlé is a perfect example of decentralized model, where the responsibility for day-to-day operating decisions—including crucial functions such as pricing, distribution, and marketing—is largely delegated to local units (Ohmae 1985). This autonomy is designed to create flexible and fast organizations with minimal management layers (Johnson & Davies 1998). This high degree of local responsiveness allows Nestlé to adapt rapidly to the varied local markets where it maintains substantial operational facilities (Bartlett & Ghoshal 1989).
[bookmark: _Toc215208552]3.1.2. Empirical Evidence of Global Scale and Integration
The TNC model is further evidenced by Nestlé’s commitment to a global perspective in decision-making, utilizing senior executives from multiple countries (Bartlett & Ghoshal 1989). The company’s immense scale, operating factories in 75 countries and selling products in 185 (Nestlé S.A. 2024b), demonstrates a profound internationalization of production and value creation activities. This trans-nationality ensures that the firm is embedded across numerous markets, rather than simply being a national company with foreign subsidiaries (Bartlett & Ghoshal 1989).

[bookmark: _Toc215208553]3.2. Mapping the Global Value Chain
The Value Chain, a concept introduced by Porter (1985), disaggregates a firm into its strategically relevant activities—such as inbound logistics, operations, and service—to understand the behaviour of costs and the existing and potential sources of differentiation.

[bookmark: _Toc215208554]3.2.1. Research and Development (R&D): The Shift to Localized Innovation Hubs
Nestlé maintains the most advanced science and innovation network in the food industry, supporting this advantage with an annual investment of CHF 1.7 billion in R&D (Nestlé R&D 2024). While the central Research Centre remains in Switzerland (Nestlé S.A. 2024b), Nestlé leverages a global network of R&D centres to drive growth. The strategic importance of India is highlighted by the establishment of the Nestlé R&D Centre in Manesar, Gurgaon, in 2012 (Sharma 2022; Smith 2020). This Indian facility functions as a Global Innovation Hub for noodles and spices (Smith 2020). The localisation of R&D at this scale converts specific market knowledge regarding local culinary traditions (a Location advantage) into proprietary, scalable knowledge assets (an Ownership advantage) (Smith 2020; Prahalad 2004). The goal is to develop tasty, nutritious, and affordable products that support both local demand and the broader global market strategy for low-cost product formulation (Smith 2020).
[bookmark: _Toc215208555]Diagram of Porter’s Value Chain adapted for Nestlé, showing Primary Activities (Sourcing, Production) and Support Activities (R&D, HR)
[image: Diagram of Porter’s Value Chain adapted for Nestlé in India. Primary Activities: Sourcing and Production. Support Activities: Research & Development (R&D) and Human Resources (HR). Visualize as a structured flow chart with two main sections: Primary Activities at the bottom (Sourcing, Production) and Support Activities at the top (R&D, HR). Include subtle Indian cultural motifs or color accents (e.g., saffron, green) blended with Nestlé branding colors (blue, white) for regional relevance.]
[bookmark: _Toc215208556]3.2.2. Sourcing and Procurement: Deep Integration and Supplier Development
Nestlé’s sourcing strategy balances adherence to global guidelines, such as the Responsible Sourcing Core Requirements covering human rights and environmental due diligence (Nestlé S.A. 2023c), with deep local integration. In India, the company has internalized its supply chain extensively. This includes working directly with farmers and NGOs to procure raw materials (Kotler 2019), exemplified by the development of the dairy supply chain in Moga, Punjab (Business Standard 2015; Jain 2020). Critically, Nestlé actively develops local suppliers, providing technical assistance to close safety and quality gaps and secure local sources for previously imported raw materials (UN Global Compact 2018). This intensive, internalized supply chain management is essential for enforcing the strict quality standards (O-advantage) required in the food sector and ensures continuous supply (Kotler 2019).
[bookmark: _Toc215208557]3.2.3. Production, Logistics, and Decentralized Efficiency
The decentralized TNC structure is fundamentally linked to production and logistics efficiency. Nestlé operates nine factories in India, with a tenth facility under development (Sharma 2022). This local production minimizes logistical costs and tariff barriers, allowing for swift response to market demands. Local units are granted control over materials and logistics (Johnson & Davies 1998). Nestlé India leverages a strong and intensive distribution network, reaching over 5.2 million outlets and supported by over 10,000 distributors (Sharma 2022). This system is managed using sophisticated software (ERP, SAP-SCM) and practices (Good Warehouse/Manufacturing Practices) to ensure seamless information flow, safety, and operational efficiency, providing a definitive cost advantage (Kotler 2019).
[bookmark: _Toc215208558]3.2.4. Sales, Marketing, and Financing
The decentralized structure translates directly into a polycentric orientation for sales and marketing (Hill 2020). Subsidiaries develop unique strategies and product ranges tailored to specific national contexts; for instance, offering tea (Nestea) in India where only coffee might be present in Switzerland (Hill 2020). Marketing strategies are localized to cultural contexts, such as partnering with social media celebrities in India and utilizing local festivals like Diwali and Holi for promotional offers (Grant 2016). Corporate financing, conversely, is highly centralized. Specialized internal entities, such as Nestlé Finance International Ltd., manage the structure of capital, debt securities, and inter-company loans, providing a centralized capital control mechanism to support the decentralized operational units globally (Nestlé Finance 2023; Economist 2021).

[bookmark: _Toc215208559]3.3. International Market Entry Modes
Nestlé has historically employed a range of market entry modes, reflecting a gradual internationalization process that often involves mergers and acquisitions to achieve economies of scale and speed of entry (Caves 1996). Other modes include exports, strategic partnerships (e.g., with Coca-Cola for ready-to-drink beverages) (Ohmae 1985), and joint ventures (JVs), such as the use of a JV to enter the UK market (Grant 2016).
[bookmark: _Toc215208560]3.3.1. Identification of Dominant Entry Mode in India: Wholly Owned Subsidiary (WOS)
While Nestlé utilizes Joint Ventures (JVs) for specific categories globally (e.g., Cereal Partners), the Wholly Owned Subsidiary (WOS) is the explicitly dominant entry mode in India. For the Indian market, the Wholly Owned Subsidiary (WOS) model is the dominant strategic choice, established early through the subsidiary Nestlé Holdings Ltd. (NHL) (Business Standard 2015). This approach facilitated the establishment of the first manufacturing facility in Moga, Punjab (Business Standard 2015). While low-cost entries and partnerships are utilized to secure suppliers and deploy skills (Hitt 2017), the overall strategic presence is maintained through the WOS (Contractor 2013). The WOS model provides maximum strategic and operational control, which is essential for a firm like Nestlé whose competitive advantage rests heavily on the consistency and quality of its global brand (Hennart 1982). The Asset Concentration of The WOS model controls the core infrastructure, including the first manufacturing facility in Moga and the subsequent eight factories. While partnerships are used for specific tasks (like securing suppliers), the overall strategic presence—including the ownership of within the WOS to ensure maximum strategic and operational control.
[bookmark: _Toc215208561]A Pie Chart the "Revenue Contribution by Entry Mode," showing WOS (Nestlé India Ltd) holding the majority share vs. JVs].

	Entry Mode Category
	Revenue Contribution

	Wholly Owned Subsidiary (WOS)
	95%

	Other (Joint Ventures, Licensing, Exports)
	5%






[bookmark: _Toc215208562]3.4. Key Benefits and Challenges of International Operations

[bookmark: _Toc215208563]3.4.1. Benefits
International operations provide Nestlé with several critical advantages. Foremost among these is the exploitation of economies of scale through mass production and global distribution, leading to significant cost efficiencies (Kotler 2019; Porter 1985). Furthermore, access to high-growth emerging economies, like India, provides necessary expansion opportunities, especially since traditional European and American food markets are considered flat and intensely competitive (KPMG India 2021; Ohmae 1985). Finally, the global R&D network facilitates unparalleled knowledge acquisition and sharing, leveraging scientific expertise across different regions to drive new product development (Nestlé R&D 2024; Smith 2020).

[bookmark: _Toc215208564]3.4.2. Challenges
The primary challenge of operating internationally is exposure to economic and political variables, including currency fluctuations and economic instability, which can directly impact profitability (Porter 1985; Rugman 2009). However, the most acute challenge, particularly relevant to India, is the Regulatory Imperative. Navigating diverse and stringent local regulatory environments, such as those governed by India’s Food Safety and Standards Authority (FSSAI), poses an existential threat (Singh & Gupta 2016; Iyer 2017). This difficulty is compounded by the challenge of maintaining globally consistent quality standards across a highly decentralized production and sourcing structure, requiring constant vigilance and rigorous process controls (Johnson & Davies 1998).

[bookmark: _Toc215208565]4. The Eclectic Paradigm (OLI) and Market Entry Mode in India
[bookmark: _Toc215208566]4.1. Critical Introduction to Dunning’s OLI Framework
Dunning’s Eclectic Paradigm (OLI) explains the choice of Foreign Direct Investment (FDI) over export or licensing based on Ownership, Location, and Internalization advantages. (OLI) provides a robust framework for explaining why a firm chooses Foreign Direct Investment (FDI) over non-equity modes like exporting or licensing. For Nestlé, an FDI-intensive organization, the OLI framework is essential in critically evaluating the decision to utilize the high-commitment, high-control Wholly Owned Subsidiary (WOS) structure for entry into the Indian market (Dunning 1980).

[bookmark: _Toc215208567]4.2. Ownership (O) Advantages: Nestlé’s Non-Transferable Strengths
Ownership advantages refer to the proprietary assets or firm-specific skills that provide a competitive edge over local firms.
Technology, R&D, and Scientific Expertise: Nestlé’s core advantage lies in its deep scientific know-how and over 140 years of R&D experience in food science (Nestlé R&D 2024; Kotler 2019). These proprietary food formulations and production technologies are highly specialized and constitute crucial Ownership advantages that local competitors cannot easily replicate.

Global Brand Equity and Quality Systems: Nestlé possesses ownership of some of the most recognizable brands in the world (Interbrand 2024). This brand equity is intrinsically tied to an assurance of quality and safety, enforced by international standards like HACCP and ISO 22000 (WHO 2020). This competitive edge is highly asset-specific; its value relies entirely on the uniform application of quality control across all operations. Erosion of quality in one market—a significant risk in a complex emerging economy—can instantly diminish the global O-advantage.

[bookmark: _Toc215208568]4.3. Location (L) Advantages: India’s Strategic Attractiveness
Location advantages relate to the specific economic, political, or cultural characteristics of the host country that make it attractive for FDI.
Market Growth Dynamics and Demographics: India presents a compelling Location advantage due to its massive, high-growth consumer base (KPMG India 2021). The strong growth forecast for the branded packaged food and beverage (F&B) market, coupled with a large youthful population interested in packaged foods, necessitated direct physical presence (FDI) to fully capitalize on this market size (KPMG India 2021; World Bank 2023).

Factor Endowments and Cost Efficiencies: India offers lower labour and land costs compared to Switzerland or other advanced economies (Bartlett & Ghoshal 1989). Nestlé strategically leverages this by locating manufacturing close to raw material sources, as seen in the Moga dairy region (Jain 2020).

Acquisition of Strategic Assets: The decision to place a Global Innovation Hub for noodles and spices in Manesar (Smith 2020) is a deliberate attempt to acquire and internalize localized culinary expertise and knowledge, transforming an external Location asset (local tastes) into a corporate R&D asset (O-advantage) (Prahalad 2004).

[bookmark: _Toc215208569]4.4. Internalisation (I) Advantages: Justifying Maximum Control (WOS)
Internalization advantages explain why a firm chooses to produce the goods/services internally via FDI rather than contracting with an external partner (e.g., licensing or JV).
Protection of Proprietary Technology and IP: The primary driver for internalization is the need to safeguard the highly specific and valuable Ownership advantages (recipes, manufacturing processes, quality systems) (Dunning 1980). Using a WOS minimizes the risk of intellectual property leakage or knowledge diffusion that is inherently associated with licensing or joint venture arrangements (Hennart 1982).
Enforcement of Quality and Risk Management: In the food sector, failure to control quality carries catastrophic financial and reputational risks. The combination of India’s volatile regulatory landscape and the potential for supply chain inconsistency requires absolute, managerial control over every stage of the value chain. The WOS structure ensures that Nestlé can mandate and enforce its global production and quality protocols, from rigorous supplier development programs (UN Global Compact 2018) through to final product testing. The sheer necessity for direct quality control in a market where health and safety controversies (such as the Maggi crisis) can instantly destroy brand equity necessitates the maximum internalization afforded by the WOS structure (Singh & Gupta 2016).

[bookmark: _Toc215208570]4.5. Synthesis: OLI Impact on WOS Selection for Nestlé India
The strategic choice of a WOS for Nestlé in India is a classic OLI-justified decision. The strength of Nestlé’s Ownership advantages (brand, R&D) makes FDI necessary, and the attractiveness of India’s Location advantages (growth, cost base) makes it desirable. However, the critical element is the Internalization advantage. Because the company's competitive viability hinges on quality control and brand trust, externalizing production or quality assurance processes via a joint venture presents unacceptable risks to its global reputation. Therefore, the WOS model is deployed to maximize control and minimize transaction and quality failure costs, justifying the high commitment of capital.
[bookmark: _Toc215208571]The Eclectic Paradigm An "OLI Triad" Diagram visually summarizing the O, L, and I factor specific to Nestlé India








[bookmark: _Toc215208572]Table 4.1: OLI Justification for Nestlé’s Wholly Owned Subsidiary (WOS) in India

	OLI Factor
	Nestlé Advantage/Condition
	Internalization Rationale (WOS)

	Ownership (O)
	Scientific know-how, advanced processing technology, strong global brand equity (Kotler 2019; Interbrand 2024)
	WOS provides the necessary control to enforce global standards and protect highly specific intellectual assets (IP).

	Location (L)
	Large, high-growth consumer market, favorable demographics, access to specialized raw materials/R&D expertise (KPMG India 2021; Smith 2020)
	Motivates direct investment (FDI) to fully capture market share and optimize the value chain via local factor inputs.

	Internalization (I)
	Need for direct quality control, management of regulatory compliance risk (FSSAI), integration of technical SOPs (Hennart 1982; WHO 2020)
	WOS avoids transaction costs associated with potential JV conflicts or licensing non-adherence, maximizing managerial control and risk mitigation.




[bookmark: _Toc215208573]5. Cultural Differences and Impact on Strategy

Nestlé’s home country, Switzerland, and its operating environment in India present significant differences in national culture, which profoundly affect management style, communication, and market acceptance. This section analyses these differences using Hofstede’s dimensions, focusing on Power Distance and Individualism/Collectivism. Hofstede identifies six cultural dimensions however two of them will be demonstrated the Power Distance (PDI) and Individualism (IDV). These two were selected because they represent the widest statistical disparities between the home (Switzerland) and host (India) cultures, and they directly impact the specific operational challenges identified: the management of hierarchy during crises (PDI) and the reliance on relationships over contracts (IDV).

A Bar Chart contrasting Hofstede Scores for Switzerland vs. India on PDI and IDV]



[bookmark: _Toc215208574]Table 5.1: Comparative Cultural Dimensions: Switzerland (Home) vs. India (Host).

	Hofstede Dimension
	India Score (Host)
	Switzerland/Nestlé TNC Ethos
	Strategic Implications for Nestlé India

	Power Distance (PDI)
	77 (High Acceptance of Hierarchy) (Hofstede 2010; The Hofstede Centre n.d.)
	Focus on decentralized management, minimal layers (Johnson & Davies 1998)
	Authority must be clearly defined in SOPs (PDI compliance), but implementation requires consultative leadership to secure engagement and accountability (Javidan & House 2001).

	Individualism (IDV)
	48 (Collectivist/In-Group Focused) (Hofstede 2010)
	Focus on individual performance and process efficiency (Implied)
	HRM must acknowledge group loyalty and reward relational capital; business strategy must prioritize long-term, trust-based relationships with stakeholders (Hall 1976; Kotler 2019).


[bookmark: _Toc215208575]5.1. Switzerland vs. India: A Hofstede Comparison.
[bookmark: _Toc215208576]5.1.1. Power Distance Index (PDI): The Hierarchy Conflict.
The Power Distance Index (PDI) measures the degree to which inequality and hierarchical structures are accepted within a society. India scores very high on this dimension (PDI 77) (Hofstede 2010; The Hofstede Centre n.d.). This high score indicates that Indian society traditionally accepts a high level of inequality, where authority is formalized and hierarchical (Trompenaars 1999). Employees typically expect clear, top-down direction regarding their functions and what is expected of them, viewing managers as authoritative figures (Hofstede 2010).
In contrast, the Nestlé TNC model, influenced by its Swiss heritage and its operational necessity for rapid adaptation, strives for a decentralized structure with minimal management layers and wider spans of control (Johnson & Davies 1998). Implementing a seemingly "flat" organizational structure, reflective of a lower PDI ethos, without understanding and compensating for local expectations of hierarchy can create significant friction (Trompenaars 1999). It may lead to confusion regarding accountability, where employees hesitate to act without explicit authorization, or a perceived lack of clear leadership during crises.

[bookmark: _Toc215208577]5.1.2. Individualism versus Collectivism (IDV): Relationships Over Contract.
India is classified as a moderately collectivist society (IDV 48) (Hofstede 2010), meaning there is a strong preference for belonging to an in-group (family, work group). Decisions and loyalty are influenced by the greater good of this group, and relationships are often the key to conducting business (Hofstede 2010; Hall 1976). The relationship between an employee and employer is often based on an exchange of loyalty for "familial protection" and support (Hofstede 2010).
The global TNC structure, while decentralized, typically relies on standardized procedures, merit-based metrics, and transactional efficiency. This approach can clash with the Indian collectivist need for long-term, trust-based relationships, particularly with external stakeholders like distributors, suppliers, and regulators. The success of Nestlé India in maintaining strong relationships with channel partners, even during the severe Maggi crisis, demonstrates the importance of managing relational capital effectively in this market (Kotler 2019).

[bookmark: _Toc215208578]5.2. Impact on Market Entry Strategy.
[bookmark: _Toc215208579]The high PDI and collectivist culture directly shape how Nestlé must operate in the market.

[bookmark: _Toc215208580]5.2.1. Trust and Partnership Formation.
The collectivist culture mandates that operational success is predicated upon establishing and maintaining deep-seated trust (Hall 1976). The choice of the WOS entry mode, while mitigating risks related to IP leakage, requires Nestlé to directly cultivate this relational capital with every stakeholder group. This is achieved through intensive engagement models, such as the supplier development programs that educate local farmers on improved methods and quality practices (Jain 2020; UN Global Compact 2018). The investment in technical assistance and community development (Creating Shared Value) functions as a mechanism for building trust that replaces the automatic social capital a local joint venture partner would typically provide (Porter & Kramer 2011).
[bookmark: _Toc215208581]5.2.2. Marketing and Product Adaptation.
Cultural differences necessitate a highly localized product strategy. The polycentric approach, where unique product offerings and marketing strategies are developed for India, is not merely a preference but a cultural requirement (Hill 2020). Given the diversity of regional tastes and culinary traditions within India, products must be extensively modified to resonate with specific collective preferences (Prahalad 2004). This localization extends to affordability, requiring adaptation of product sizes and price points to cater to varied socio-economic segments (Prahalad 2004).
[bookmark: _Toc215208582]5.3. Impact on Organizational Success and Internal Management.

[bookmark: _Toc215208583]5.3.1. Leadership Style and Communication.
In a high PDI environment, leadership style must incorporate formality and clarity. While employees seek authoritative direction (Hofstede 2010), the most successful managerial approach balances hierarchy with engagement. Research suggests that a consultative communication style and transformational leadership, which focuses on developing employees and fostering an egalitarian work environment, are highly effective in Indian organizations (Javidan & House 2001). This hybrid approach secures organizational compliance while also fulfilling the collectivist expectation of the employer providing long-term personal and professional growth (Hall 1976; Srimannarayana 2007).

[bookmark: _Toc215208584]5.3.2. Crisis Communication Failure (Cultural Insight).
The Maggi crisis in 2015 provides a stark example of cultural misalignment in organizational response. When the FSSAI banned the product, Nestlé's initial response was slow, delayed for weeks, and focused heavily on technical facts and scientific defence (Singh & Gupta 2016; Hindustan Times 2015). In a high-PDI, collectivist society, consumers and the public expected an immediate, authoritative, and empathetic response from the corporate parent—a demonstration of "familial protection" over mere technical correctness (Schein 2004; Iyer 2017). This communication failure allowed consumer perceptions and regulatory scrutiny to escalate, resulting in severe losses and brand damage (Singh & Gupta 2016; The Hindu 2016). The crisis demonstrated that success in India requires management SOPs to prioritize swift, culturally resonant communication that builds trust (Collectivism) and demonstrates decisive authority (PDI) above all else during a crisis (Iyer 2017).
[bookmark: _Toc215208585]6. Recommended Adjustments to Standard Operating Procedures (SOPs).

Based on the analysis of the OLI framework, which justified the WOS entry based on control, and the cultural analysis, which revealed vulnerabilities in accountability and communication, three major adjustments to Nestlé India’s Standard Operating Procedures are necessary to ensure future success.

[bookmark: _Toc215208586]6.1. Recommendation 1: Enhanced and Localized Quality Control and Compliance SOPs.
[bookmark: _Toc215208587]6.1.1. Justification (I-Advantage Protection and Regulatory Risk Mitigation)
The cornerstone of the WOS entry (Internalization advantage) is the preservation of Nestlé's Ownership advantage (quality and brand). The 2015 Maggi crisis demonstrated that standard global SOPs (e.g., HACCP) are insufficient when local regulatory scrutiny is high and specific local factor conditions (e.g., raw material sourcing leading to contamination concerns) are present (Singh & Gupta 2016; WHO 2020). Success requires Nestlé to move beyond minimal compliance and develop Regulatory Foresight (Iyer 2017).

[bookmark: _Toc215208588]6.1.2. Proposed Adjustment: Institutionalization of a Regulatory Foresight SOP
Nestlé India must establish a mandatory, dedicated Regulatory Foresight Unit (RQFU). This unit must operate with explicit, high-level managerial authority, addressing the PDI requirement for clear command structures. The RQFU’s SOPs should mandate continuous monitoring and predictive analysis of regulatory movements by bodies like the FSSAI, state-level health departments, and consumer perception trends (FSSAI 2024).
The core operational adjustment involves implementing a Proactive Compliance SOP. This SOP must require internal testing protocols to consistently exceed current FSSAI minimum permissible limits for sensitive substances (such as heavy metals or undeclared additives), benchmarking against the highest regulatory standards applied globally (Singh & Gupta 2016). Furthermore, the SOP must integrate internal quality assurance systems (like GWP and GMP) with mandated, regular audits of all local Tier 1 and Tier 2 suppliers (Kotler 2019; UN Global Compact 2018). This internalized control mechanism reinforces the I-advantage, ensuring that the company maintains its O-advantage (quality) and mitigates specific L-risks (regulatory volatility). The SOP must include detailed documentation protocols, ensuring that testing results and compliance records are always audit-ready for rapid submission to regulators and proactive, transparent public communication.

[bookmark: _Toc215208589]6.2. Recommendation 2: Restructuring Internal Communication and Decision-Making SOPs
[bookmark: _Toc215208590]6.2.1. Justification (PDI and Crisis Response)
The high-Power Distance culture in India demands clear, authoritative leadership, especially when operational issues arise. The initial sluggish and defensive response during the Maggi crisis was a systemic failure of communication SOPs (Singh & Gupta 2016; Hindustan Times 2015). While decentralization is key to TNC flexibility (Johnson & Davies 1998), crises require swift, coordinated, and authoritative decision-making to address both technical facts and public perceptions (Coombs 2014).
[bookmark: _Toc215208591]6.2.2. Proposed Adjustment: Formalized Consultative Authority and Triage SOPs
Nestlé must implement a two-tiered decision-making SOP for all strategic and high-risk operational matters, balancing the need for speed with the cultural requirement for hierarchy and consultation.
First, a Consultative Phase SOP should formalize mandatory feedback loops requiring input from mid-level Indian managers across R&D, production, and distribution before final decisions are made regarding major policy shifts or critical product launches. This consultative stage addresses the collectivist need for relationship-based input and involvement (Javidan & House 2001).
Second, a Crisis Communication Triage SOP must be established, assigning clear, immediate roles and responsibilities to senior leadership. This SOP must override the standard decentralized management during a crisis, mandating that the highest executive authority (e.g., the CMD) issue an immediate, empathetic, and culturally-attuned public statement within a designated short timeframe (e.g., 12 hours) of a regulatory or safety incident (Argenti 2017). This formal, expedited response mechanism demonstrates decisive, PDI-compliant leadership and focuses on restoring consumer trust (Collectivism) before relying solely on technical data (Schein 2004). This adjustment transforms the lessons learned from the 2015 crisis—that perception matters more than technical facts—into a structured operational protocol (Iyer 2017).


[bookmark: _Toc215208592]6.3. Recommendation 3: Localizing Human Resource Management (HRM) SOPs and Training
[bookmark: _Toc215208593]6.3.1. Justification (Collectivism and Talent Retention)
To secure its success in India (Location advantage optimization), Nestlé must Implement clear, long-term career paths linked to the Manesar Innovation Hub to demonstrate "familial" commitment to employee growth. Additionally, to attract and retain high-quality local talent. The collectivist nature of the market dictates that financial compensation alone is insufficient; employees seek loyalty, long-term development, and a demonstration of the company’s investment in their group and community (Hall 1976; Srimannarayana 2007). Global, individualistic performance metrics may fail to capture the critical value derived from relational capital.  

[bookmark: _Toc215208594]6.3.2. Proposed Adjustment: Culturally Adaptive Performance and Development SOPs.
Nestlé must revise its global HRM SOPs for the Indian context to explicitly recognize and reward collectivist values.
Performance Management SOP: Performance review SOPs should be revised to include a weighted metric focused on Relational Capital and Team Development. This metric should measure success in fostering long-term relationships with key external stakeholders (distributors, suppliers) and internal team cohesion, thereby aligning performance assessment with the cultural priority placed on the in-group and loyalty (Hofstede 2010; Kotler 2019).
Training and Development SOP: The development SOPs should emphasize long-term, structured career paths that visibly link local talent to the Global Innovation Hub in Manesar and community development initiatives (Smith 2020; Srimannarayana 2007). This practice fulfils the expectation of "familial protection" by showing the firm’s commitment to the employee’s and the community's future, enhancing loyalty and retention (Hall 1976). The company already possesses a strong global HR policy promoting mutual respect and development (Nestlé S.A. 2024d). This adjustment ensures local execution of this policy leverages the PDI structure for clear progression paths and the IDV dimension for relational rewards.
Intercultural Leadership SOP: Mandatory, recurrent Cross-Cultural Competency Training must be implemented for all senior managers (expatriate and local) to ensure a unified understanding of the authoritative, yet consultative leadership style required to effectively motivate and manage employees within India's PDI/Collectivism environment (Javidan & House 2001; Schein 2004).









[bookmark: _Toc215208595]7. Conclusion
[bookmark: _Toc215208596]7.1. Summary of Key Findings
Nestlé operates successfully as a TNC, leveraging a decentralized structure to achieve high local responsiveness, particularly in India. The strategic use of a Wholly Owned Subsidiary is a robust example of OLI-justified FDI, where Internalization is crucial for protecting proprietary quality standards (Ownership) in the high-growth, but high-risk, Indian market (Location) (Dunning 1980; Hennart 1982). The analysis identified that while operational localization (R&D, sourcing) is strong, the primary vulnerabilities lie in the cultural friction between Nestlé’s home country ethos and India's hierarchical and collectivist norms (Hofstede 2010). The historical failure during the Maggi crisis was fundamentally an SOP failure in regulatory foresight, crisis communication, and aligning leadership style with high Power Distance expectations (Singh & Gupta 2016; Iyer 2017). By embedding the proposed culturally adaptive SOPs for compliance, communication, and HRM, Nestlé India can transform systemic risks into sustainable competitive advantages, solidifying its position as a market leader in this critical emerging economy.
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