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EXECUTIVE SUMMARY

Purpose of the Report
This consultancy report provides a critically informed evaluation of L’Oréal’s international operations, with a particular focus on the company’s expansion into India as a strategically significant emerging economy. The analysis applies the OLI (Ownership, Location, Internalisation) paradigm, together with global value chain theory and cross-cultural frameworks, to assess how international opportunities and constraints shape L’Oréal’s global competitiveness. To ensure analytical rigour, the report draws on peer-reviewed literature, annual reports, regulatory documentation and market intelligence.
Key Findings
L’Oréal’s strong ownership advantages, including world-leading brand equity, advanced R&D capability and a diversified portfolio of 37 brands, generate substantial global value, contributing to annual revenues exceeding €43 billion (L’Oréal, 2024).
Its integrated global value chain strengthens operational efficiency, speed-to-market and the balance between standardisation and local responsiveness.
India offers major growth potential through demographic expansion, ritualised beauty consumption and high digital engagement, supporting premium brand value.
However, significant cultural distance requires strategic transformation in product validation, trust mediation and communication systems.
Critical Insights
Internalisation advantages encourage control over intellectual property, formulas and brand meaning. Yet, in India, control alone cannot convert scientific superiority into prestige without culturally mediated legitimacy.
Proprietary ownership must therefore be governed through ethical frameworks, ritual performance fit and trusted intermediaries (e.g., dermatologists, salons and platforms).
Strategic Recommendations
Institutionalise ethical and ritual validation in product approval processes.
Internalise trust infrastructure via governance of salons, dermatologists and platform partnerships.
Embed decentralised, culturally co-authored R&D cycles to enhance climate- and ritual-specific performance.
Conclusion
These reforms align ownership and internalisation with local legitimacy systems, enabling L’Oréal to convert scientific prestige into culturally ratified competitive advantage in India’s premium market.
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As the global beauty market increasingly shifts toward emerging economies, scientific superiority and global brand equity no longer guarantee competitive advantage without cultural legitimacy and locally mediated trust. With operations in over 150 countries and a diversified portfolio across mature (France, United States, Japan) and high-growth markets (China, Brazil, India), L’Oréal exemplifies the strategic challenge of scaling premium identity across distinct institutional and cultural contexts.
This consultancy report argues that in emerging markets such as India, L’Oréal’s international competitiveness is conditional, requiring a strategic shift from control-first management to legitimacy-first governance. India is therefore used as a focal case through which to evaluate how ownership advantages, value-chain configurations and internalisation strategies are shaped by institutional voids, cultural authority systems and ritual-performance expectations that reconfigure what constitutes premium value. Drawing on the OLI paradigm (Dunning, 1988), global value chain theory, and cross-cultural frameworks (e.g., Hofstede et al., 2010), supported by academic research, corporate disclosures and industry intelligence, the report concludes with evidence-based recommendations to reform L’Oréal’s Standard Operating Procedures (SOPs) in India to align ownership, legitimacy and institutional governance for long-term competitive advantage.
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[bookmark: _Toc214672837]2.1. L’Oréal’s Configuration as a Transnational Corporation
L’Oréal exemplifies the transnational corporation described by Bartlett and Ghoshal (1989), balancing global efficiency, local responsiveness and organisational learning. Its networked architecture enables multidirectional knowledge flows between France, the United States, Japan, China and India, supporting Rugman and Verbeke’s (2017) argument that strategic advantage increasingly derives from orchestrating dispersed capabilities rather than simply possessing them. Yet this model produces inherent strategic tensions.
Centralised formulation research reinforces ownership advantages in IP protection and product integrity, but its value is conditional on the ability to transfer data legally and ethically across markets. As emerging economies such as China and India tighten data-localisation and testing requirements, internalisation becomes more costly and administratively complex, limiting the benefits of wholly owned subsidiaries and shifting IP protection from a value-creating strategy to a defensive necessity (Li and Wang, 2023). In this sense, L’Oréal’s strategic control carries a hidden transaction cost: protecting IP is efficient only when regulatory frictions are low.
Similarly, subsidiary autonomy accelerates cultural and climate-specific innovation in India and Brazil, supporting responsiveness, yet it also heightens the risk of inconsistent brand signals and ethical misalignment. Prior public backlash against colourist advertising in India demonstrates that localisation without culturally grounded legitimacy can actively undermine brand equity, revealing the paradox whereby global strength erodes local trust (Sengupta, 2021).
Thus, L’Oréal’s transnational identity is neither a simple strategic asset nor a stable equilibrium; it is a continuously negotiated compromise between efficiency, control, responsiveness and legitimacy. The firm’s competitive advantage depends on its ability to manage these tensions rather than merely to optimise any single priority.

[bookmark: _Toc214672838]2.2 Critical Analysis of the International Value Chain
L’Oréal’s international competitiveness emerges from a value chain that is both globally integrated and locally adaptive, yet its effectiveness is contingent on the firm’s ability to manage the strategic tensions that arise between efficiency, responsiveness, control and legitimacy. Porter’s (1985) framework helps reveal how value is created and simultaneously jeopardised across distributed activities.
The interconnected nature of R&D, sourcing, manufacturing and marketing activities is captured in Appendix 1, which visualises L’Oréal’s cyclical transnational value chain.
R&D remains a core ownership advantage, but its performance is limited by legal and cultural frictions. Rather than the geographic scope of laboratories being strategically important per se, value is created through multidirectional knowledge flows between specialised hubs. France and the United States develop formulation science and dermatological IP, whereas Japan, China and India generate culturally specific, climate-sensitive and digitally enabled innovations. However, this division of labour produces an efficiency-legitimacy trade-off: centralised IP protection enhances control, but restrictive data sovereignty laws in China and India limit cross-border algorithmic learning and experimental testing, weakening the very advantage that internalisation seeks to protect (Li and Wang, 2023). Moreover, rapid global experimentation (e.g. AI diagnostics) may clash with slower market-driven adaptations, creating delays and weakening the commercial viability of innovations (Pisano, 2015). Scientific depth does not guarantee market depth.
A visual representation of L’Oréal’s transnational R&D specialisation is provided in Appendix 2, illustrating the distribution of formulation excellence, beauty-tech innovation and emerging market knowledge creation.
Sourcing creates another paradox. Access to biodiversity-rich suppliers provides differentiation through natural formulations and supports sustainability narratives. Yet, this benefit is conditional on ethical legitimacy, not merely transaction efficiency. Heavy reliance on palm, herbal extracts and botanical oils from Brazil, Indonesia and India exposes L’Oréal to accusations of ecological exploitation, biodiversity loss and inadequate labour auditing (Hartmann, 2021). As environmental scrutiny intensifies, low-cost sourcing risks eroding premium trust, making “sustainability” less a marketing strategy and more a governance obligation. Cost efficiency, therefore, becomes strategically expensive when legitimacy is contested, as reputational damage can exceed savings from supplier-driven scale.
These sourcing dynamics also interact with governance pressures illustrated in Appendix 3, where value creation is constrained by sustainability compliance and supplier accountability.
Manufacturing illustrates a performance–positioning tension. L’Oréal leverages low-cost regional manufacturing in China, India and Brazil to achieve substantial economies of scale and shorten lead times. Yet, mass-market production in emerging markets may weaken the luxury signals upon which premium brands rely (Moon et al., 2018). At the same time, fluctuating regulatory enforcement, infrastructure deficits, and labour-law volatility introduce compliance ambiguity. These conditions result in scale advantages that are operationally earned at low cost but maintained at high cost due to ongoing regulatory adaptation (UNCTAD, 2024). Efficiency, therefore, becomes conditional - not on cost savings alone, but on regulatory stability and robust brand governance.
Marketing and sales further expose the fragility of “global brand strength.” A unified prestige narrative succeeds in the United States and China, where influencer ecosystems accelerate digital adoption, but may alienate consumers in India if representation is not inclusive. Previous backlash against colourist messages demonstrates that global brand equity can erode local legitimacy when cultural adaptation lacks ethical nuance (Sengupta, 2021). Similarly, partnerships with platforms such as Tmall and JD.com accelerate market access, yet platform algorithms increasingly control pricing, data visibility and promotional reach, shifting power away from L’Oréal (Deloitte, 2022). Digital reach expands sales but contracts autonomy.
Distribution intensifies this duality. Integrated logistics across Europe and digitally accelerated fulfilment in Asia increase responsiveness, yet pandemic disruptions and geopolitical bottlenecks reveal the vulnerability of a network optimised for speed rather than resilience. As supply-chain risk shifts from cost to sovereignty and continuity, diversification becomes not optional but strategically defensive.

[bookmark: _Toc214672839]2.3 Entry Modes in L’Oréal’s International Markets
L’Oréal’s international entry modes reflect not only ownership and internalisation advantages but also the need to navigate regulatory sovereignty, digital platform power and cultural legitimacy. While the OLI paradigm (Dunning, 1988) helps explain the firm’s preference for high-control modes in technology- and brand-sensitive segments, in practice these choices increasingly represent constrained responses to institutional pressures rather than unconstrained strategic preferences.
In the United States, L’Oréal has predominantly followed an acquisition-led strategy, using brands such as Urban Decay and IT Cosmetics to secure rapid access to established communities in the prestige and premium segments (L’Oréal, 2024). Acquisitions reduce time-to-market and transfer local brand legitimacy to the parent firm. However, they also create integration challenges, particularly where acquired brands rely on distinct influencer cultures or direct-to-consumer models. Post-acquisition, L’Oréal must balance synergy extraction with the risk of diluting the authenticity that made these brands attractive in the first place, highlighting a tension between scale and distinctiveness.
China exemplifies a more complex configuration in which wholly owned subsidiaries and digital platform partnerships coexist under tightening state control. On paper, wholly owned subsidiaries safeguard formulation IP, brand image and quality standards in an environment of regulatory asymmetry between China and the EU. In practice, however, this high-control mode amplifies exposure to evolving consumer, data and e-commerce legislation, as firms bear full compliance responsibility (KPMG, 2023). At the same time, dependence on platforms such as Tmall and JD.com shifts commercial power towards algorithms and state-regulated ecosystems, which influence visibility, pricing and consumer-data access (Deloitte, 2022). L’Oréal thus faces dual dependency: on the Chinese state for regulatory approval and on dominant platforms for digital reach. What appears as a strong position in terms of ownership and internalisation can, under conditions of regulatory nationalism and platform capitalism, become a defensive posture with limited strategic flexibility.
India represents a hybrid expansion pattern that combines acquisitions, wholly owned subsidiaries and local partnerships. The integration of professional brands such as Matrix and collaborations with Nykaa have facilitated distribution penetration and culturally attuned marketing (EY, 2022). Yet India also reveals the limits of ownership-based strategies when ethical legitimacy is contested. Public criticism of colourist beauty narratives in the wider industry has forced L’Oréal and its peers to reassess product claims, language and positioning (Sengupta, 2021). In this context, entry mode choices are increasingly shaped by the need to co-create legitimacy with local stakeholders such as retailers, dermatologists and influencers, rather than by the unilateral imposition of a global brand blueprint. Without social alignment, ownership control becomes strategically insufficient.
Brazil provides an additional illustration of how acquisition-based entry can be both enabling and constraining. The purchase of Niely granted L’Oréal immediate access to mass-market haircare segments and to local distribution channels, yet persistent currency volatility and shifting political priorities raise questions about the long-term resilience of such commitments (UNCTAD, 2024). High sunk costs in local production and brand integration limit exit options, turning acquisitions into partially irreversible bets on regulatory and macroeconomic stability.
Overall, L’Oréal’s dominant entry modes, acquisitions and wholly owned subsidiaries, are consistent with the firm’s need to protect proprietary technology and brand equity. However, under conditions of regulatory sovereignty, platform intermediation and shifting social norms, high-control modes increasingly function as constrained adaptations rather than unconstrained strategic choices. 
A comparative matrix summarising these conditional trade-offs across the United States, China, India and Brazil is presented in Appendix 4.

[bookmark: _Toc214672840]2.4 Strategic Implications of Internationalisation
L’Oréal’s international expansion strengthens its scientific capacity, brand recognition and global market access, yet these benefits increasingly deliver value only under specific institutional, cultural and technological conditions. Economies of scale reduce unit costs and accelerate formulation deployment; however, these efficiencies are contingent on regulatory stability. When sustainability mandates or data sovereignty laws are tightened, scale may shift from being an asset to becoming a liability, increasing compliance costs and delaying time-to-market. Similarly, diversification typically mitigates regional volatility. Yet, when shocks become globally synchronised, as witnessed during the COVID-19 pandemic, geographical hedging is neutralised, exposing the firm to simultaneous demand contraction and supply chain instability (Deloitte, 2022).
Access to diverse global talent pools enhances innovation depth, but multicultural R&D ecosystems require governance systems capable of harmonising ethical expectations, data-transfer protocols and culturally grounded product design. Where social norms shift faster than organisational adaptation, capabilities that once conferred advantage can erode legitimacy; L’Oréal’s exposure to colourism-related critique in India illustrates that reputation is not merely protected through internalisation, but co-created with cultural and regulatory stakeholders (Sengupta, 2021). Thus, the strategic value of ownership and control is conditional: technological, ethical and political environments increasingly determine when internalisation yields protection and when it generates rigidity.
Taken together, these tensions suggest that internationalisation serves less as a guarantee of competitive strength than as a strategic multiplier, whose payoff depends on alignment between ownership-specific advantages, local legitimacy, and regulatory interoperability.
Executive Insight:
Internationalisation generates competitive advantage only when scientific control, digital sovereignty, and cultural legitimacy reinforce each other rather than operate in contradiction.
This alignment challenge frames the need for a deeper evaluation of how L’Oréal’s ownership assets, location conditions and internalisation motives interact in emerging markets. Consequently, the OLI paradigm offers an essential lens for examining the firm’s expansion decisions, particularly in India.
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The OLI paradigm posits that multinational enterprises expand by leveraging ownership advantages (O), responding to location-specific incentives and constraints (L), and internalising activities when control yields greater value than market contracting (I) (Dunning, 1988). Moreover, recent scholarship argues that firms in emerging contexts internationalise not to exploit existing advantages but to acquire and legitimise them, a dynamic known as the “springboard perspective” (Luo and Tung, 2007). However, this logic presumes relatively complete markets and transferable firm-specific advantages (Casson and Wadeson, 2018). In legitimacy-driven emerging economies such as India, OLI advantages are conditional: value materialises only when proprietary assets are authenticated within the host context. L’Oréal’s entry into India’s premium skincare and cosmetics segment illustrates how OLI factors interact not as universal rules but as contingent strategic trade-offs that require cultural, regulatory and platform-based negotiation.

[bookmark: _Toc214672842]3.1 Ownership Advantages: Digital Prestige, Scientific IP and Conditional Value (India vs United States)
L’Oréal’s strongest ownership advantages derive from (1) proprietary scientific IP, (2) dermatological expertise embedded within research centres in France and the United States, and (3) digital diagnostic technologies that personalise skincare decisions through AI algorithms (Atwal and Williams, 2017; Wohlwend and Cudney, 2021). In mature markets such as the United States, these assets create pricing power because consumers trust clinically validated efficacy and are accustomed to paying for dermatologist-backed formulations (Kumar and Purohit, 2020).
In India, this ownership value is conditional rather than intrinsic. First, prestige does not automatically translate into willingness to pay unless efficacy is perceived as localised to humidity, melanin-rich skin, or indigenous skincare routines (Rangaswamy and Joshi, 2019). Second, digital ownership depends on access to consumer data; however, premium cosmetics in India are mediated through platforms such as Nykaa, which control user data, visibility, search ranking and discounting (Reinartz, Wiegand and Imschloss, 2019). This creates a structural paradox: digital ownership is valuable only if negotiated through platform partnerships rather than internalised unilaterally (Wohlwend and Cudney, 2021).
Finally, ownership of scientific legitimacy can backfire if not culturally translated. Regulatory tightening now penalises exaggerated claims after consumer backlash against campaigns such as Garnier Men AcnOFight, which used “instant transformation” claims that were criticised for unrealistic promises (Menon, 2021). Thus, ownership advantages must be localised to avoid reputational risk, making them assets that require legitimacy-building rather than mere protection.

[bookmark: _Toc214672843]3.2 Location Factors: Market Potential, Institutional Distance and Platform Interdependence (India vs China vs Brazil)
India offers strong location advantages for premium cosmetics: affluent millennial consumers, rapid adoption of dermatologically oriented skincare, and high engagement with digital discovery platforms (EY, 2022). The emergence of Nykaa as a specialised premium marketplace reduces cultural uncertainty through review credibility, influencer education and dermatologist-backed messaging (Reinartz, Wiegand and Imschloss, 2019). These location advantages create demand readiness for brands such as Lancôme and Kérastase.
Yet India’s institutional conditions create constraints that limit the applicability of ownership-specific advantages. Institutional voids, such as fragmented luxury retail, weak contract enforcement, and relational rather than legalistic distribution norms, generate uncertainty and increase reliance on trusted intermediaries (Khanna and Palepu, 2010). This contrasts with China, where strong state regulation creates data nationalism but predictable enforcement; in India, the absence of robust data governance increases asymmetric dependence on private platforms instead (Huang and Sun, 2023).
Institutional distance between France and India further magnifies governance risk. The early underperformance of L’Oréal Paris Total Repair 5 illustrates the consequences of importing global messaging without aligning with Indian hair rituals or localised price anchoring (Mehta and Bandyopadhyay, 2021). In Brazil, acquisitions such as Niely integrated local sourcing and consumer habits, demonstrating that location advantages may depend more on resource absorption than legitimacy-building.
Implication: In India, location value cannot be captured through control alone; it requires legitimacy-oriented partnerships that supplement institutional deficits.
[bookmark: _Toc214672844]3.3 Internalisation Advantages: Prestige Control, Ethical Governance and Transaction Cost Inflation
Internalisation enables L’Oréal to protect proprietary formulas, brand semantics and premium pricing. Delegating these elements to external partners risks discount drift, counterfeit leakage and influencer misrepresentation (Lannes and Li, 2021). For luxury brands, internalisation is therefore essential to maintain brand integrity and ethical message coherence, particularly in markets where aspirational consumers scrutinise authenticity and ethical claims.
However, internalisation in India does not reduce risk; it transforms its nature. Comprehensive control generates governance obligations rather than efficiency. Regulatory scrutiny of cosmetic claims following industry-wide backlash (Bharadwaj and Srivastava, 2022) forces internalised ethical accountability. Moreover, Indian offline distribution remains fragmented, requiring partial dependence on salons, dermatology clinics and platforms like Nykaa. Internalisation secures brand ideology but is ineffective in compensating for infrastructural gaps.
In contrast, China offers more predictable regulatory coordination, allowing internalisation to secure both data and distribution channels. Brazil enables internalisation to protect sourcing and cost structures instead (Huang and Sun, 2023). India is distinct because internalisation secures legitimacy, not accessibility or efficiency.

[bookmark: _Toc214672845]3.4 Alignment Challenges: When O, L and I Contradict Each Other Across Markets
Misalignment emerges when the three OLI dimensions fail to reinforce one another:
· Tension 1: O–I Alignment vs High-Cost L Conditions
Internalisation (I) protects ownership (O), but India’s institutional voids impose high legitimacy governance, reducing net benefit (a vulnerability amplified under regulatory reform or platform deplatforming).
OLI value declines under high-cost legitimacy management.
· Tension 2: O-Advantage vs Cultural and Ethical L-Factors
Prestige equity weakens without alignment to cultural norms and ethical expectations. L-risk (misinterpretation, backlash) outweighs I-risk (transaction costs).
Ownership value depends on cultural authentication, not protection.
· Tension 3: Digital O vs Platform-Dominated L Ecosystem
AI-driven diagnostics require data internalisation, yet India’s retail ecosystem centralises consumer data within private platforms.
Digital ownership is valuable only if negotiated through platform partnerships. These tensions are illustrated in Appendix 5 (OLI Tension Map for Emerging Premium Markets).
These tensions illustrate that OLI is not a universal entry rationale, but a conditional framework distorted by legitimacy-driven market incompleteness.
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L’Oréal’s premium strategy in India illustrates that wholly owned subsidiaries are not deployed to maximise operational efficiency, but to govern legitimacy, ethical claims and brand meaning amid infrastructure gaps and asymmetric control over consumer data. In this context, internalisation functions less as an efficiency strategy and more as a safeguard for prestige assets, where platform partnerships compensate for institutional voids rather than dilute ownership logic.
Comparative evidence shows that the firm’s entry mode logic is not universal, but contingent on the dominant institutional barrier: China demands algorithm compliance under data nationalism, Brazil requires acquisition-led resource absorption to localise input dependencies, and the United States leverages acquisitions to diversify portfolios under saturated competition. These variations indicate that emerging and mature markets generate fundamentally different internalisation costs and benefits.
Thus, L’Oréal’s entry choices are shaped by institutional context rather than corporate preference, with India representing a case where legitimacy-driven internalisation protects brand equity more than operational efficiencies (See Appendix 6).
This conditionality demonstrates that market entry alone cannot deliver sustained competitive advantage in India’s premium cosmetic segment without cultural and behavioural alignment, a dynamic further examined in Section 4 through a cross-cultural evaluation of institutional norms and consumer values.
[bookmark: _Toc214672847]4. CRITICAL CULTURAL EVALUATION

[bookmark: _Toc214672848]4.1 Cultural Conditions Shaping Entry and Brand Success
Cultural divergence between France and India affects not only consumer preferences but the institutional conditions under which prestige cosmetics acquire legitimacy. For a premium portfolio such as Lancôme and Kérastase, expansion depends less on transferring scientific quality than on attaining symbolic capital within a culturally embedded market system (Bourdieu, 1984). Hence, culture functions as a gatekeeper of market legitimacy, shaping how foreign-owned subsidiaries capture trust, justify pricing, and convert global status into local desirability. In India, ethical perception does not merely influence brand sentiment; it actively reshapes product legitimacy. Recent research shows that Indian consumers evaluate premium claims through an ethical lens shaped by the collective memory of colourism and exaggerated transformation messaging (Bhatia, 2022). As a result, prestige narratives that rely on “instant fairness”, strong transformations or Euro-centric aesthetics generate a higher legitimacy liability than in Western markets. Thus, brand equity becomes a conditional asset: it must be ethically defensible before it can be premium-priced.

[bookmark: _Toc214672849]4.2 Relevant Cultural Differences: France vs. India
French cosmetics branding is grounded in rationalist science: efficacy claims, dermatological precision, and minimalist semiotics. This aligns with France’s high uncertainty avoidance (Hofstede Insights, 2023), where trust is secured through certification, laboratory evidence, and medicalised expertise. In contrast, Indian cosmetics culture is more collectivist and symbolically ritualised, where consumption integrates beauty with wellness, social identity, and moral valuation (Shavitt et al., 2021). Rather than proof-based scientific authority, legitimacy emerges through symbolic, social and ritual authentication.
Furthermore, high power distance in India amplifies the influence of hierarchical endorsers (Hall and Hall, 1990), such as dermatologists, Bollywood actors, “skin influencers,” and even Ayurvedic physicians. Thus, the same scientific authority that persuades French consumers carries lower symbolic weight unless embedded within culturally relevant authority systems. The implication is strategic: premium success requires co-created symbolic authority, not the exportation of French scientific capital.
[bookmark: _Toc214672850]4.3 Impact on Entry Strategy: Ownership Does Not Secure Legitimacy
Section 3 established that wholly owned subsidiaries in India protect prestige IP. Yet cultural dynamics reshape what this ownership controls. Internalisation protects formulas and brand image, but cannot secure meaning, because meaning is co-produced with cultural institutions such as rituals, influencers, wellness hierarchies, and ethical norms (DiMaggio and Powell, 1983). Consequently, control (WOS) must be complemented by locally mediated symbolic capital.
Prestige, therefore, depends on culturally authenticated branding coalitions rather than corporate autonomy. Partnering with Nykaa is not merely a distribution choice but a form of legitimacy outsourcing, where the platform’s social proof functions as institutional endorsement (Cialdini, 2021). This dependence intensifies under India’s platform-centred trust system, where digital credibility is mediated through influencer platforms, algorithmic rankings and curator authority rather than scientific claims. Studies indicate that Indian consumers treat platforms not only as distribution channels but as legitimating interpreters of expertise, giving them disproportionate power over brand reputation and pricing visibility (Dwivedi et al., 2021). Consequently, platform reliance becomes a form of algorithmic legitimacy outsourcing that constrains internal brand control. Ownership protects premium identity; culture translates it.

[bookmark: _Toc214672851]4.4 Impact on Branding: Misaligned Signalling Risks
Symbolic misalignment undermines the perceived value of a product, even when its quality is superior. French beauty narratives emphasise “effortless natural elegance,” whereas Indian premium consumption emphasises ritualised improvement, tone refinement, and social display. Nielsen (2023) shows that Indian men’s grooming motivations prioritise complexion enhancement over functional sweat control, contradicting L’Oréal Men Expert’s sport-oriented messaging. Similarly, Lancôme’s minimalist semiotics conflict with India’s semiotically expressive luxury codes, where premium value is displayed rather than understated.
Global prestige is not imported; it must be culturally authored. Without this authorship, foreign brands become symbolically expensive, not aspirational. This requires cultural semiotics adaptation, e.g., ritual sequences (pre-cleanse, serum, mask), ingredient symbolism (saffron, gold, rose), and hierarchical endorsement (dermatologists + celebrity authority). Failure erodes symbolic capital, not product performance.

[bookmark: _Toc214672852]4.5 Cultural Impact on Trust Formation
French trust is cognitively constructed through dermatological proof. Indian trust is socially validated through networks and authority hierarchies (Shavitt et al., 2021). As a result, L’Oréal cannot assume that laboratory evidence holds persuasive power without social embedding. The firm must move from “science explains efficacy” to science becomes socially authorised.
Unlike France, peer validation and digital reviews have a strong influence on the adoption of premium products in India. Nykaa’s verified reviewers and dermatology content creators act as institutional intermediaries, carrying greater perceived authenticity than corporate dermatologists. Therefore, trust is transacted through culturally recognised validators, not through brand-owned science. This redefines WOS strategy: internal control over meaning is ineffective without external social endorsement.

[bookmark: _Toc214672853]4.6 Cultural Impact on Product Ritualisation
Ayurvedic norms add a symbolic layer: beauty is a moral-ritual process linked to purity, balance, and cosmic harmony (Mintel, 2022). French clinical minimalism lacks ritual narrative. Thus, premium brands must co-create new ritual propositions rather than translate laboratory claims. L’Oréal’s premium success requires embedding products into ritual sequences, not ingredient lists: e.g., “skin renewal night ritual,” “pre-serum purity step,” or saffron/gold-inspired ceremonial routines. Without such ritual translation, internalisation protects assets that cannot be fully monetised.
This divergence is illustrated in the Cultural Trust Pathway (see Appendix, Figure A.7).

[bookmark: _Toc214672854]4.7 Synthesis: Culture as Conditional Value Realisation
Culture conditions market entry outcomes by shaping how symbolic capital is earned. WOS protects ownership of prestige assets but needs culturally anchored symbolic endorsement to convert assets into revenue. Entry secures protection; culture secures desirability. Consequently, market success hinges on culturally mediated legitimisation, not ownership mode.
This strategic logic leads directly to Section 5, where SOP restructuring becomes necessary to institutionalise culturally sensitive legitimacy-building, embedding symbolic capital, ritual adaptation, and authority networks into operational systems.
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[bookmark: _Toc214672856]5.1 Standard Operating Procedure (SOP) Reforms for Legitimacy-First Market Entry in India
L’Oréal’s global Standard Operating Procedures were designed around a universalist assumption: that clinical R&D superiority, proprietary formulas and centralised expertise produce the same premium effect across markets. In the European Union and the United States, internalisation converts ownership-specific advantages into monetisable prestige, as regulatory predictability and dermatological authority systems reward scientific exclusivity. However, Section 3 demonstrated that in India, this logic is destabilised: proprietary advantages lose value when they lack ritual legitimacy, platform-validated trust, and ethical acceptability. Section 4 showed that value is co-produced through social meaning, climate-specific performance and mediated authority.
Thus, current SOP frameworks fail not because they lack adaptation, but because they do not institutionalise legitimacy as a procedural requirement. This section recommends three SOP reforms that reposition internalisation from control-based enforcement to cultural and ethical governance. The proposed shift moves L’Oréal from Control-First SOPs to Legitimacy-First SOPs, embedding cultural co-production directly into product validation, trust management and innovation protocols.

[bookmark: _Toc214672857]5.2 SOP Reform 1: Ritual - Legitimacy Validation (RLV-SOP)
In India, the monetisation of proprietary IP depends not solely on scientific proof, but on ethical and ritual legitimacy. Section 4 demonstrated that beauty efficacy is culturally co-produced through heritage ingredients, humidity-specific routines and socially validated meanings. Consequently, L’Oréal’s existing validation protocols generate reputational transaction costs when products are perceived as culturally tone-deaf, tokenistic or symbolic impositions. Rather than adapting after backlash, legitimacy must be procedurally embedded in the validation process.
Proposed SOP: Ritual-Legitimacy Validation (RLV-SOP)
This SOP reframes product validation as a governance mechanism, not a marketing adjustment.
	SOP Component
	Procedural Change
	Governance Purpose

	Product Validation
	Mandatory cultural-ritual fit review at the formulation stage
	Prevent symbolic misalignment and token‐ethics

	Ingredient Approval
	Heritage Ingredient Risk Scale (low-high legitimacy risk)
	Avoid pseudo-Ayurveda and exploitative exoticisation

	Clinical Testing
	Humidity + ritual usage performance trials
	Validate real climate-ritual efficacy

	Ethical Screening
	ASCI ethics compliance + anti-colourism filter
	Reduce reputational liability from ethical backlash



Ethical compliance aligned with ASCI (2021–2023) and Bureau of Indian Standards cosmetics rules (2020 draft revisions).
Strategic Logic
Ownership advantages (O) become valuable only when procedurally legitimised, transforming prestige from imported science into ethically contextualised efficacy. This operationalises Holt’s (2004) cultural branding and Trompenaars’ particularism through pre-market governance rather than post-launch crisis response.
KPIs
· Ritual Adoption Rate
· Trust-Lift Index
· Ethical Harm Score (lower = better)
Critical Insight
RLV-SOP recognises that prestige is not a claim - it is a socially ratified outcome. Scientific superiority must be procedurally translated into cultural legitimacy before entering the market.
[bookmark: _Toc214672858]5.3 SOP Reform 2: Authority Mediation Governance (AMG-SOP)
Internalisation in India is strategically valuable not because it protects formulas, but because it governs legitimacy through trusted intermediaries. Section 4 demonstrated that India’s high-context communication and hierarchical trust norms elevate salons, dermatologists and platform curators as cultural authorities. Thus, L’Oréal’s challenge is not distribution access, but trusted message control. Internalisation must therefore shift from asset protection to authority governance.
Proposed SOP: Authority Mediation Governance (AMG-SOP)
Internalises trust by controlling how authority is credentialed, educated and monitored.
	SOP Governance Area
	Procedural Rule
	Strategic Logic

	Salon Network
	Tiered certification + ethical renewal audits
	Converts informal authority into controlled legitimacy

	Dermatology Partnerships
	L’Oréal Consultation Protocol + hierarchy scoring
	Prioritises credible expertise over celebrity endorsement

	Influencer Ecosystem
	Ethical contract clauses + disclosure rules
	Prevents symbolic and ethical opportunism

	Platform Partnerships
	Co-ownership of customer data + disclosure controls
	Reduces algorithmic asymmetry and dependence



Contracts aligned with ASCI expert endorsement standards and draft Digital Personal Data Protection Bill (DPDP, 2023).
Strategic Logic
AMG-SOP reframes internalisation as trust governance. By controlling who mediates authority, L’Oréal converts informal influence into protected legitimacy. This operationalises Internalisation theory (Dunning, 1988) and Transaction Cost Economics (Williamson, 1985), making trust an internalisable asset.
KPIs
· Authority Conversion Ratio (AUC - validated conversion)
· Salon/Derm Compliance Score
· Platform Co-Owned Data %
Critical Insight
Internalisation is valuable only when it controls cultural authority - not when it merely owns formulas. Prestige in India is mediated, not inherited.

[bookmark: _Toc214672859]5.4 SOP Reform 3: Decentralised Co-Innovation via CRIL-Protocol
Prestige cannot be imported; it must be co-authored. Research demonstrates that consumer value in India is often produced through culturally embedded rituals rather than perceived scientific superiority. Banerjee and Mehta (2020) show that beauty products acquire legitimacy when they align with existing socio-ritual routines, such as hair-oiling, multi-step cleansing and seasonally adapted care. These routines function as culturally embedded systems of collective validation. Thus, co-innovation must not translate global formulas into local formats; it must convert ritualised behaviour into performance-based IP. CRIL, therefore, transforms ritual into a monetisable innovation loop rather than a marketing adaptation. Section 3 showed that proprietary R&D loses value when market relevance depends on behavioural validity (e.g., hair-oiling routines). Section 4 confirmed that scientific claims must be translated into socially meaningful performance. Therefore, decentralisation must not simply “localise” but institutionalise culturally authored IP.
Proposed SOP: CRIL - Protocol (Climate-Ritual Innovation Loop)
	Stage
	Procedural Change
	Expected Outcome

	Ideation
	Local Dermatology + Cultural Usage Councils
	Eliminates symbolic error risk at an early stage

	Testing
	Ritual-based behavioural trial cohorts
	Converts climate + ritual fit into performance IP

	Scaling
	Small-format pilots + humidity cohorts
	Monetises prestige through legitimacy-first validation



Councils include dermatologists, hair practitioners, beauty historians and regional salon experts.
Strategic Logic
The CRIL- Protocol transforms decentralisation into a legitimacy production system, aligning with Narula’s (2014) decentralised R&D networks and Banerjee and Mehta’s (2020) cultural performance validity. Prestige becomes a co-produced identity, not a transferred asset.
KPIs
· Climate Performance Index
· Ritual Integration Score
· Decentralised Time-to-Market
Critical Insight
CRIL makes legitimacy a property of R&D, not advertising. It transforms “adaptation” into procedural authorship of value.

[bookmark: _Toc214672860]5.5 Strategic Implications Summary
Collectively, these SOP reforms reposition internalisation from an exclusivity mechanism to a legitimacy governance system. RLV - SOP safeguards ethical and ritual validity; AMG-SOP institutionalises mediated trust; CRIL - Protocol converts scientific ownership into culturally authored prestige. These reforms align ownership, location and internalisation advantages under a Legitimacy-First governance model, addressing India’s institutional voids, mediated authority systems and ritual-performance culture. The result is not market adaptation, but the procedural co-production of identity, where scientific superiority becomes a socially ratified value.
In emerging markets such as India, luxury cannot be imported. It must be institutionally authored, ethically validated and culturally owned.



[bookmark: _Toc214672861]6. CONCLUSION: LEGITIMISED CONTROL IN GLOBAL MARKET ENTRY

L’Oréal’s international success is not determined by scientific ownership, premium branding or internalised global control alone. Evidence across Sections 2 - 4 shows that in India, the value of ownership-specific advantages and internalisation is conditional upon cultural legitimacy, mediated authority systems and ritual-performance expectations that determine how prestige is recognised, validated and monetised. Although wholly owned subsidiaries protect formulas and brand identity, they cannot secure desirability without symbolic endorsement from culturally recognised actors nor guarantee efficacy without ritualised performance fit. Entry mode decisions, therefore, function not as static commitments but as governance mechanisms that must manage institutional voids, ethical liability and platform-dependent trust.
The SOP reforms in Section 5 reposition internalisation from exclusivity to legitimacy governance, securing ethical authority through the RLV Protocol, mediating trust via the Authority Mediation Protocol and co-producing culturally authored performance IP through the CRIL Framework. These mechanisms operationalise OLI logic under a legitimacy-first model in which value cannot be extracted without ethical, ritual and trust-based authentication.
For L’Oréal in India, prestige is not transferred through ownership nor claimed through scientific proof. Prestige is procedurally authored, culturally validated and institutionally governed. Competitive advantage, therefore, stems not from centralised exclusivity but from legitimised control.







[bookmark: _Toc214672862]REFERENCES

Atwal, G. and Williams, A. (2017) Luxury Brand Management in Emerging Markets. Palgrave Macmillan.
Banerjee, S. and Mehta, S. (2020) ‘Ritual and cultural performance in beauty consumption’, Consumption Markets and Culture, 23(5), pp. 543–561.
Bartlett, C.A. and Ghoshal, S. (1989) Managing Across Borders: The Transnational Solution. Harvard Business School Press.
Bharadwaj, A. and Srivastava, S. (2022) ‘Regulating cosmetics advertising in India: Ethical standards and legal accountability’, International Journal of Consumer Policy, 45(4), pp. 821–838.
Bhatia, S. (2022) ‘Ethical perceptions and colourism backlash in Indian beauty markets’, International Journal of Consumer Studies, 46(3), pp. 1121–1134.
Bourdieu, P. (1984) Distinction: A Social Critique of the Judgement of Taste. Cambridge, MA: Harvard University Press.
Casson, M. and Wadeson, N. (2018) ‘International business and dynamic theory of the firm’, Journal of Institutional Economics, 14(3), pp. 411–442.
Cavusgil, S.T., Knight, G. and Riesenberger, J.R. (2021) International Business: The New Realities. 5th edn. Harlow: Pearson.
Cialdini, R. B. (2021) Influence: The Psychology of Persuasion. Revised edn. Harper Business.
Deloitte. (2022) Resilient supply chains in a post-pandemic world. Available at: https://www2.deloitte.com
DiMaggio, P. and Powell, W. (1983) ‘The iron cage revisited’, American Sociological Review, 48(2), pp. 147–160.
Doz, Y.L. and Prahalad, C.K. (1991) Managing DMNCs: A Search for a New Paradigm. Strategic Management Journal, 12(S1), pp.145–164. 
Dwivedi, Y. et al. (2021) ‘Digital trust and platform authority in emerging markets’, Journal of Business Research, 134, pp. 232–245.
Dunning, J.H. (1988) ‘The eclectic paradigm of international production: A restatement and some possible extensions’, Journal of International Business Studies, 19(1), pp.1–31. 
EY (Ernst and Young). (2022) Beauty reimagined: India’s transformation into a global beauty hub. Available at: https://www.ey.com/en_in
Ghemawat, P. (2018) Redefining global strategy: Crossing borders in a world where differences still matter. Harvard Business Review Press.
Hall, E.T. and Hall, M.R. (1990) Understanding Cultural Differences. Intercultural Press
Hartmann, M. (2021) 'Sustainability in the cosmetics industry: Challenges and strategies', Journal of Business Ethics, 172(4), pp. 759–774. 
Hofstede, G. (2011) Dimensionalising Cultures: The Hofstede Model in Context, Online Readings in Psychology and Culture, 2(1), pp.1–26
Holt, D. (2004) How brands become icons: The principles of cultural branding. Harvard Business School Press.
Huang, Q. and Sun, T. (2023) ‘Data nationalism and consumer markets’, Journal of International Marketing, 31(2), pp. 55–71.
Khanna, T. and Palepu, K.G. (2010) Winning in Emerging Markets. Harvard Business Press.
KPMG. (2023) The future of beauty: Global e-commerce insights. Available at: https://home.kpmg/
Kumar, A. and Purohit, H. (2020) ‘Luxury consumption in emerging markets: Cultural legitimacy and affordability paradox’, Journal of Consumer Behaviour, 19(6), pp. 537–551.
Li, Y. and Wang, J. (2023) ‘Digital governance and data protection in transnational consumer markets: implications for foreign MNEs in China.’ Journal of International Business Studies, 54(6), pp. 1128–1149.
L’Oréal (2024) Universal Registration Document 2024. Available at: https://www.loreal-finance.com
L’Oréal. (2024) Annual Report 2024. Available at: https://www.loreal-finance.com/en/annual-report-2024
Luo, Y. and Tung, R.L. (2007) ‘International expansion of emerging market enterprises: A springboard perspective’, Journal of International Business Studies, 38(4), pp. 481–498.
Mehta, R. and Bandyopadhyay, S. (2021) ‘Product positioning pitfalls in emerging markets: Lessons from the Indian premium haircare category’, Asia Pacific Journal of Marketing and Logistics, 33(8), pp. 1779–1798.
Mintel (2022) Ayurvedic beauty in India. London: Mintel Group Ltd.
Moon, Y., Quelch, J. and Lacoste, A. (2018) ‘Marketing implications of country-of-origin effects’, Harvard Business Review, 96(2), pp. 112–119.
Narula, R. (2014) ‘R&D and innovation in multinational firms’, Research Policy, 43(3), pp. 113–122.
Nielsen (2023) Men’s grooming insights: India. Mumbai: NielsenIQ.
Pisano, G. (2015) ‘You need an innovation strategy’, Harvard Business Review, 93(6), pp. 44–54.
Porter, M. E. (1985) Competitive Advantage: Creating and Sustaining Superior Performance. Free Press.
Rangaswamy, A. and Joshi, S. (2019) ‘Consumer behaviour in humid skincare markets’, Asia Pacific Journal of Marketing, 31(4), pp. 1043–1065.
Reinartz, W., Wiegand, N. and Imschloss, M. (2019) ‘The impact of digital channels on luxury consumption’, Journal of Retailing, 95(4), pp. 1–16.
Rugman, A.M. and Collinson, S. (2020) International Business. 8th edn. Pearson Education.
Rugman, A. and Verbeke, A. (2017) ‘The theory and practice of regional strategy: The case of L’Oréal’, Journal of International Business Studies, 48(9), pp. 1071–1089. 
Sengupta, S. (2021) ‘Decolonising beauty marketing: cultural backlash and consumer resistance in India’s skincare industry.’ International Journal of Consumer Studies, 45(4), pp. 765–780.
Shavitt, S., Torelli, C.J. and Wong, J. (2021) ‘The cultural shaping of consumer persuasion’, Annual Review of Psychology, 72(1), pp. 803–829.
UNCTAD. (2024) World Investment Report 2024: Investing in sustainable value chains. United Nations Conference on Trade and Development. Available at: https://unctad.org
Williamson, O. (1985) The Economic Institutions of Capitalism. Free Press.
Wohlwend, L. and Cudney, E. (2021) ‘Data-driven personalisation in skin diagnostics: Challenges in consumer privacy and algorithmic trust’, Technovation, 104, pp. 1–15.






















[bookmark: _Toc214672863]APPENDICES

Appendix A.1: Global Value Chain Diagram (Cyclical SmartArt Representation)

Source: Author’s synthesis based on L’Oréal (2024); Ghemawat (2018); UNCTAD (2024).

The cyclical nature of the diagram highlights that competitive advantage does not arise from any single component, but from the interdependence of globally dispersed activities. However, this interdependence increases coordination complexity and operational risk, reinforcing the need for strong governance mechanisms.
While such integration enhances innovation speed and operational scale, it simultaneously amplifies vulnerability to supply chain disruptions and regulatory fragmentation across regions. Consequently, the effectiveness of the value chain is contingent upon L’Oréal’s ability to govern external dependencies, harmonise subsidiary decision-making and maintain traceability across distributed activities.
Appendix A.2: L’Oréal’s Transnational R&D Network (Hybrid Map Representation)
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Source: Author’s synthesis based on L’Oréal (2024); KPMG (2023); UNCTAD (2024).
Legend:
· Blue Node: Formulation and Clinical Science (France, United States)
· Purple Node: Beauty -Tech and AI Innovation (China, Japan)
· Green Node: Localised Skin Research (India)
L’Oréal’s innovation ecosystem functions as a transnational network, where core formulation and clinical science are centralised in France and the United States, while beauty-tech development and AI diagnostics are concentrated in East Asia. India supports melanin-specific and Ayurvedic research, reinforcing localisation for emerging markets. This configuration accelerates market adaptability and decentralised learning but increases dependency on knowledge sharing and IP protection across laboratories.
Appendix A.3: Porter’s Value Chain – Critical Diagnostic for L’Oréal

	

	L’Oréal Operational Practice
	Critical Implications / Risks

	Inbound Logistics
	Global sourcing of botanical ingredients from Brazil, India, and Indonesia; supplier audits and long-term contracts to ensure quality and traceability.
	Environmental and ethical risks (deforestation, biodiversity loss); dependency on volatile emerging-market suppliers; potential reputational exposure if audits fail.

	Operations
	Regional manufacturing hubs in China, India and Brazil; high-end production in France; cost-efficient localisation strategy.
	Exposure to labour-law complexities and infrastructure constraints (e.g. India); risk of supply chain bottlenecks and product quality variations across regions.

	Outbound Logistics
	Multichannel distribution combining EU logistics hubs with Asian digital networks, particularly Tmall and JD.com.
	Vulnerable to geopolitical tensions, e-commerce regulation shifts and intellectual property leakage through digital platforms.

	Marketing and Sales
	Global-brand positioning with localised sub-brand adaptations; influencer-centric marketing in the US and China; value-for-money segmentation in India.
	Cultural misalignment risks: stereotyping of beauty norms (Holt, 2004); reliance on volatile influencer ecosystems; market backlash risk.

	Service
	Beauty-tech apps (AI skin diagnostics); personalised product recommendations linked to consumer data.
	High data privacy concerns, particularly in China and India; regulatory exposure under data governance laws (e.g. localisation, consent requirements).

	Procurement
	Strategic partnerships and long-term raw material sourcing contracts; investment in sustainability certifications.
	Increased supplier monitoring costs; lack of enforcement power in fragmented emerging economies; tension between cost efficiency and ethical sourcing.

	Technology Development
	Decentralised R&D specialisation (Japan, China, India) combined with centralised formulation in France/US.
	Coordination challenges, risk of IP duplication and data leakage, and uneven innovation capabilities across subsidiaries require governance controls.

	Human Resource Management
	Cross-cultural teams, local hiring, leadership training; culturally adapted HR (hierarchical in India, individualistic in France/US).
	Team integration challenges, communication breakdown, and risk of misaligned performance incentives due to differing cultural expectations.


Source: Adapted by author based on Porter (1985); L’Oréal (2024); KPMG (2023); UNCTAD (2024); Holt (2004).

The diagnostic highlights that L’Oréal’s value-chain advantage in premium markets does not stem from production superiority, but from strategic cost–value trade-offs. Premium positioning requires high-cost scientific inputs and specialised sourcing, yet the commercial value is realised only when these capabilities are culturally legitimised, and price signalling is aspirational. Thus, operational efficiency becomes secondary to symbolic value capture and demand authentication, making value-chain optimisation contingent on cultural and market-specific translation rather than standard cost minimisation.
















Appendix A.4: Comparative Matrix of L’Oréal’s International Market Entry Modes

	Country
	Entry Mode(s)
	Strategic Objective
	Main Benefits
	Key Risks / Constraints

	USA
	Acquisition (Urban Decay, IT Cosmetics)
	Fast market entry, brand portfolio expansion
	Access to premium segments, strong local brands
	High integration complexity, post-merger culture clash

	China
	Wholly owned subsidiaries + e-commerce partnerships (Tmall, JD.com)
	Control + digital presence
	Brand consistency, platform access
	Regulatory compliance, data protection, and localisation challenges

	Brazil
	Acquisition (Niely) + sourcing partnerships
	Cost efficiency + access to biodiversity-rich ingredients
	Local market penetration, sustainable sourcing image
	Currency volatility, regulatory unpredictability

	India
	Acquisitions (Matrix) + Subsidiaries + Local partnerships (Nykaa)
	Regional adaptation, e-commerce expansion
	Cultural fit, distribution expansion
	Infrastructure gaps, complex labour and tax laws


Source: Compiled by the author based on data from L’Oréal (2024), UNCTAD (2024), EY (2022), KPMG (2023), and Dunning (1988).











Appendix A.5: OLI Tension Map for Emerging Premium Markets 

[image: A diagram of a diagram of a company

AI-generated content may be incorrect.]

Figure A5: OLI Tension Map – Emerging Premium Markets (Author’s elaboration)

The effectiveness of O, L, and I advantage is conditional rather than additive. Entry strategy success in emerging markets depends on legitimacy-centred internalisation and adaptive governance, not mere ownership control.




Appendix A.6: Country Comparison Matrix – Premium Entry Mode Logic 

	Country
	Barrier
	WOS/Acquisition Logic
	OLI Implication

	India
	Institutional voids + legitimacy risk
	WOS + platform partnerships
	Internalisation to protect legitimacy rather than efficiency

	China
	Data nationalism
	WOS for compliance + algorithm control
	Internalisation to secure data-driven brand control under state regulation

	Brazil
	Local ingredient and biodiversity reliance
	Acquisition to absorb inputs
	Ownership advantage depends on resource integration rather than prestige

	United States
	Saturation + influencer competition
	Acquisitions to extend category influence
	Internalisation to diversify portfolio and defend brand equity



Source: Author’s elaboration based on Dunning (1988), Luo and Tung (2007), and case data from EY (2022).









Appendix A.7: Cultural Trust Pathway
Cognitive Trust Pathway – France



Social-Legitimacy Pathway – India


Figure A.7: Cultural Trust Pathway in France and India (Author’s elaboration)
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