
The beauty industry



L’Oreal: some figures



L’Oreal and Nestlè: blu ocean strategy through joint venture

Inneov combines the expertise in nutrition and food security of Nestlé R&D and
dermatological knowledge of L’Oréal R&D.

Nestlé & Inneov: Nestlé R&D provides to Inneov Laboratories its unique expertise to 
select components, to optimize their absorption and verify the quality of safety and 
conservation.

L’Oréal & Inneov: L’Oréal R&D provides to Inneove labs its knowledge of the physiology 
of cutis and its experience in monitoring the effects of the components on the skin.



M&A worldwide

43 
 

In addition, there were many intra-industries acquisitions, in particular overvalued sectors (e.g., 

internet or telecom) purchasing undervalued firms with hard assets (Rhodes-Kropf and 

Viswanathan, 2004); but there was even an increasing percentage of deals between companies 

belonging to the same or related industry (Andrade, Mitchell and Stafford, 2001). 

Another difference with the previous wave is the lower percentage of hostile takeovers 

(Andrade, Mitchell and Stafford, 2001). 

As effect of the increasing globalisation, a significant portion of deals were cross-border 

transactions with Europe and Asia (Martynova and Renneboog, 2008). 

It ended due to the Internet bubble that caused a recession in U.S. and a weakening in the global 

growth. 

 

 
Figure 5: Worldwide M&A activity towards globalisation    Source: IMAA (Institute for Mergers, Acquisitions and Alliances)  

 

2.2.1.6. Sixth wave: The Rebirth of Leverage (2003-2008) 
The short but intense sixth wave continued the trends initiated in the previous wave towards 

consolidation and globalisation (Martynova and Renneboog, 2008). Furthermore, the role of 

Private Equity firms increased in importance (Gell, Kengelbach and Roos, 2008). 

The recovery from the 2000 crisis contributed to the wave propagation.  

The wave was characterized by many LBOs and pool of debt of varying level of risk. It is not 

surprising that it ended with the financial crisis (DePamphilis, 2015). 

 

 

 



M&A e open innovation - 1

In una prospettiva di open innovation, vi aspettate che le operazioni di 
M&A impattino positivamente sull'output innovativo? (1 minuto)



M&A e open innovation - 2 

In che direzione si muoveranno gli sforzi tecnologici post M&A? (es. stessa 
traiettoria tecnologica, esplorazione nuovi spazi tecnologici...) (5 minuti)



The technological acquisitions paradox in the beauty industry

Sedita, S. R., Belussi, F., De Noni, I., & Apa, R. (2022). The technological acquisitions paradox in the 
beauty industry. European Journal of Innovation Management, Vol. 25 No. 6, pp. 393-412. 
https://doi.org/10.1108/EJIM-05-2021-0235 . 

or “strategic,” following a widely accepted conceptualization based on two criteria (Ziedonis,
2004; Hung andTang, 2008;McCarthy andAalbers, 2016). First, a technological acquisition is
defined as involving a target firm that exhibits patenting activity. Where the acquired target
continued to operate independently after the acquisition, we also consider its patenting
activity after the acquisition. Second, the patents of the acquired firm should be cited in the
patent documents filed by the acquiring firm after the acquisition. Patents that are co-
assigned to both target and acquirer are excluded, since they are derived from cooperative
research activity. Therefore, we analyzed the 14 technological acquisitions inwhich the target
firm had at least one patent cited by L’Or!eal after its acquisition. Additionally, we controlled
for information collected throughout qualitative data in order to ensure the technological
motivation of acquisition.

Then, we followed a three-step empirical strategy, as shown in Figure 1, whereby we first
identified the characteristics of what we labeled acquired knowledge (first step). Second, we
identified the characteristics of what we labeled developed knowledge (second step). Finally,
we assessed the degree to which the acquired knowledge matched the developed knowledge,
which informed us about the technological trajectory of the firm after its acquisitions
(third step).

Operationally, in the first step, we collected all patents of targets cited by L’Or!eal after an
acquisition, and then compared the technological classes of the cited patents with those of
L’Or!eal before the date of acquisition (depending on the target). This enabled us to measure
the distance between existing and acquired knowledge according to the technological classes,
and in turn to identify the characteristics of the acquired knowledge. Technological classes
were defined according to the International Patent Classification (IPC) provided by theWorld
Intellectual Property Organization (WIPO). In so doing, we distinguished between similar,
complementary and unrelated knowledge. Acquired knowledge was classified as similar
when its technological class was detected in L’Or!eal patents portfolio at the seven-digit IPC
level. It was considered complementary if it was only detected in the L’Or!eal patent portfolio
at the four-digit IPC level. Finally, it was considered unrelated if it was completely new to the
L’Or!eal portfolio of technologies [2].

In the second step, we primarily collected all citing patents (patents filed by L’Or!eal that
cited targets), in order to compare the technological classes of the citing patents (at the four-
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Acquired knowledge

acquisitions accounted for less than 4% of L’Or!eal’s invention activity up to 2015, indicating
acquisitions had only a minor impact on the innovation performance of the company.

We identified the technological fields to which the patents referred at both the four- and
seven-digit IPC level and found that the acquired patents covered 137 technological classes at
the seven-digit level and 33 at the four-digit level. We examined the technological classes of
the 91 patents of the targets to explore the degree of technological similarity between the
acquired knowledge and L’Or!eal existing knowledge base before the acquisitions.
Operationally, the technological classes (at both the four- and seven-digit levels) of each
target patent were compared to the technological classes of L’Or!eal patent portfolio before the
acquisition to establish whether the acquired knowledge was similar, complementary or
unrelated (Table 1).

The data in Table 1 reveal the following important findings.

(1) Technological acquisitions are based largely on knowledge similarity rather than
complementarity or unrelatedness. Table 1 shows that through its acquisitions, L’Or!eal
mainly acquired knowledge that was similar to its existing knowledge. Of the 137
technological classes associatedwith the 91 patents from14 acquisitions, 94were found in
L’Or!eal’s existing patent portfolio at the seven-digit level, representing similar knowledge;
43 were found at the four-digit level, representing complementary knowledge; and only
11 classes were new to the portfolio, representing unrelated knowledge.

(2) The company’s acquisition strategy appears to have developed in two main phases.
In the earlier phase, up to 1996, L’Or!eal may have followed a polarized search
strategy. In this period, it extended the depth of its knowledge portfolio by mainly

Target
Year of

acquisition

Targets’ patents Acquired knowledge
# Cited
patents

# Tech.
classes Similar Complementary Unrelated

BIOTHERM 1970 2 9 6 1 2
SANOFI/
SYNTH!ELABO

1973 23 75 32 36 7

HELENA
RUBINSTEIN

1984 2 7 7 0 0

MENNEN 1988 19 21 17 3 1
ROCHE POSAY 1988 4 22 22 0 0
DELALANDE 1991 2 20 16 4 0
MAYBELLINE 1996 18 23 22 1 0
SOFT SHEEN 1998 6 2 2 0 0
CARSON
PRODUCT

1998 5 7 7 0 0

UEMURA 2000 2 5 5 0 0
SKINCEUTICAL 2005 1 6 6 0 0
The BODY SHOP 2006 3 5 5 0 0
YSL BEAUTE 2008 1 11 11 0 0
COLORIGHT 2014 3 13 12 0 1
TOTAL 91 137 94 43 11

Note(s):The sumof technological classes covered by the patents of the acquired firms (at the seven-digit level)
is larger than 137, since a patent can refer to different technologies and the same technology might be included
in different patents. Moreover, the same acquired technologies, which are unrelated in a given acquisition,
might be classified as similar or related in successive acquisitions when they are effectively used to expand the
breadth of L’Or!eal’s technological portfolio. This explains why the sum of similar, complementary and
unrelated technologies is not equal to the total

Table 1.
Characteristics of the
acquired knowledge
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Developed knowledge

similar knowledge development process (similar, complementary and unrelated acquired
knowledge respectively determine the 99.41%, 98.67% and 100% of similar developed
knowledge).

The second-most prominent pattern represents the use of complementary knowledge from
the target to developmainly similar knowledge (similar to the company’s existing knowledge)
!14.77% of the cases. The last pattern observed shows the use of unrelated knowledge from
the target to develop similar knowledge (similar to the company’s existing knowledge) !
2.4% of the cases. In other words, L’Or!eal uses most of the similar, complementary and
unrelated knowledge it acquired to support a path-dependent innovation trajectory that
reinforced its technological specialization. Only in a few cases did L’Or!eal develop path-
breaking knowledge from technological acquisitions, and this occurred more often when it
recombined similar or complementary technologies rather than unrelated ones.

For a clearer understanding of L’Or!eal’s acquisition and recombination process and to
support the evidence presented so far, we provide some empirical examples, whichwe subject
to a more fine-grained analysis.

(1) The first case considered is the acquisition of Biotherm in 1970. Biotherm owned some
unrelated knowledge that was exploited by L’Or!eal through an effective

Target
Year of

acquisition

L’Or!eal citing patents Developed knowledge
# Citing
patents

# Tech.
classes Similar Complementary Unrelated

BIOTHERM 1970 6 14 14 0 0
SANOFI/
SYNTH!ELABO

1973 39 69 65 3 1

HELENA
RUBINSTEIN

1984 3 7 7 0 0

MENNEN 1988 222 82 75 4 3
ROCHE POSAY 1988 10 25 23 2 0
DELALANDE 1991 3 11 11 0 0
MAYBELLINE 1996 149 63 60 3 0
SOFT SHEEN 1998 29 14 13 1 0
CARSON
PRODUCT

1998 34 7 7 0 0

UEMURA 2000 2 6 6 0 0
SKINCEUTICAL 2005 1 6 6 0 0
The BODY SHOP 2006 3 4 4 0 0
YSL BEAUTE 2008 1 2 2 0 0
COLORIGHT 2014 2 3 3 0 0
TOTAL 466 170 153 13 4

Note(s):The sum of technological classes covered by citing patents (at the seven-digit level) is larger than 170
since in multiple cases patents refer to the same technological class

Acquired knowledge

Developed knowledge
Related

UnrelatedSimilar Complementary

Related Similar 82.13% (82.70%; 99.41%) 0.33% (73.21%; 0.40%) 0.16% (68.56%; 0.19%)
Complementary 14.77% (14.88%; 98.67%) 0.12% (26.94%; 0.79%) 0.08% (31.44%; 0.56%)

Unrelated 2.40% (2.42%; 100%) 0% (0%; 0%) 0% (0%; 0%)

Note(s): Values in brackets represent column and row conditional percentages respectively

Table 2.
Characteristics of the
developed knowledge

Table 3.
Cross-tabulation table
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and developed
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Comparing acquired vs. developed knowledge

similar knowledge development process (similar, complementary and unrelated acquired
knowledge respectively determine the 99.41%, 98.67% and 100% of similar developed
knowledge).

The second-most prominent pattern represents the use of complementary knowledge from
the target to developmainly similar knowledge (similar to the company’s existing knowledge)
!14.77% of the cases. The last pattern observed shows the use of unrelated knowledge from
the target to develop similar knowledge (similar to the company’s existing knowledge) !
2.4% of the cases. In other words, L’Or!eal uses most of the similar, complementary and
unrelated knowledge it acquired to support a path-dependent innovation trajectory that
reinforced its technological specialization. Only in a few cases did L’Or!eal develop path-
breaking knowledge from technological acquisitions, and this occurred more often when it
recombined similar or complementary technologies rather than unrelated ones.

For a clearer understanding of L’Or!eal’s acquisition and recombination process and to
support the evidence presented so far, we provide some empirical examples, whichwe subject
to a more fine-grained analysis.

(1) The first case considered is the acquisition of Biotherm in 1970. Biotherm owned some
unrelated knowledge that was exploited by L’Or!eal through an effective

Target
Year of

acquisition

L’Or!eal citing patents Developed knowledge
# Citing
patents

# Tech.
classes Similar Complementary Unrelated

BIOTHERM 1970 6 14 14 0 0
SANOFI/
SYNTH!ELABO

1973 39 69 65 3 1

HELENA
RUBINSTEIN

1984 3 7 7 0 0

MENNEN 1988 222 82 75 4 3
ROCHE POSAY 1988 10 25 23 2 0
DELALANDE 1991 3 11 11 0 0
MAYBELLINE 1996 149 63 60 3 0
SOFT SHEEN 1998 29 14 13 1 0
CARSON
PRODUCT

1998 34 7 7 0 0

UEMURA 2000 2 6 6 0 0
SKINCEUTICAL 2005 1 6 6 0 0
The BODY SHOP 2006 3 4 4 0 0
YSL BEAUTE 2008 1 2 2 0 0
COLORIGHT 2014 2 3 3 0 0
TOTAL 466 170 153 13 4

Note(s):The sum of technological classes covered by citing patents (at the seven-digit level) is larger than 170
since in multiple cases patents refer to the same technological class

Acquired knowledge

Developed knowledge
Related

UnrelatedSimilar Complementary

Related Similar 82.13% (82.70%; 99.41%) 0.33% (73.21%; 0.40%) 0.16% (68.56%; 0.19%)
Complementary 14.77% (14.88%; 98.67%) 0.12% (26.94%; 0.79%) 0.08% (31.44%; 0.56%)

Unrelated 2.40% (2.42%; 100%) 0% (0%; 0%) 0% (0%; 0%)

Note(s): Values in brackets represent column and row conditional percentages respectively

Table 2.
Characteristics of the
developed knowledge

Table 3.
Cross-tabulation table
comparing acquired

and developed
knowledge

Technological
acquisitions

paradox

The analysis reveals that L’Oreal mainly used the external knowledge it 
acquired from technological acquisitions to intensify the specialization of its 
own knowledge base. 

Table 3 shows that the knowledge recombination process involved mainly 
acquired knowledge that was similar to the company’s existing knowledge and 
was used to develop knowledge that was also similar (82.13% of cases)



Lessons learned

Proposition 1. Technological acquisitions 
enable companies to increase their 
technological specialization through a 
recombination process that exploits similar 
or complementary knowledge from the 
target. 

Proposition 2. Even if technological acquisitions 
enable companies to adopt a technological 
diversification trajectory through a recombination 
process that exploits complementary or unrelated 
knowledge from the target, the acquirer tends to use 
the acquired knowledge for reinforcing its 
specialization. 

Proposition 3. Radical innovations can derive from 
the close knowledge recombination, paradox 
and not necessarily coming from the exploration of 
distant knowledge through acquisitions. 



A proposed taxonomy

testing by scholars willing to deepen the “dark side” of open innovation, which, as our case
illustrates, is not necessarily conducive to radical innovation.

Proposition 3. Radical innovations can derive from the close knowledge recombination,
and not necessarily coming from the exploration of distant knowledge
through acquisitions.

Overall, our analysis shows that L’Or!eal’s innovation strategy was strongly path dependent.
L’Or!eal did not use the open innovation approach to explore new knowledge domains. Rather,
it engaged in repeated acquisitions to develop its existing technological trajectory through
the realization of incremental innovations that have strengthened its technological
specialization. This trajectory aligns with Hargadon’s (2003) argument that innovators
rarely come up with completely novel ideas; instead, they recombine old ideas into new ones,
adapting them from one context to another. This is supported by the fact that in some cases,
L’Or!eal used similar knowledge acquired from the target to develop unrelated knowledge,
which suggests that a high level of specialization is required for innovation in more distant
domains. Since its first patent, for a hair dye formula containing a blend of harmless chemical
compounds, which was filed on the 24th March 1908 by the company’s founder, the French
chemist Eug"ene Schueller, L’Or!eal linked the company’s growth with the development of the
global “market of beauty.” Its strong innovation strategy enabled the company to become the
undisputed “queen” of the beauty industry.

Our empirical evidence shows that in large organizations, invention is still the result of a
long accumulation process, predominantly based on the recombination of existing knowledge
owned by the organization for new uses and applications. As Schoenmakers and Duysters
(2010) emphasized, recombining existing knowledge can lead to very important innovations
and sometimes to new knowledge related to an entirely new domain. An emblematic case is
that of hair dyeing shampoo, which combines competences in shampoo production and hair
dye production.

To sum up our evidence and open a discussion on the effects of technological acquisitions
on the innovation trajectories of firms, we propose a taxonomy of knowledge recombination
through acquisitions, shown in Figure 3.

Four innovation trajectories can be identified: (1) pure specialization, (2) recombinant
specialization, (3) related diversification and (4) pure diversification. The first trajectory
pertains to companies seeking to exploit their core competences and reinforce their
competitive advantage as leaders in the market through the acquisition of companies with
similar knowledge. The second is typical of companies that are engaged in innovative
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