
How a Brazilian cosmetics 
giant saw the beauty in 
neighboring markets 
by Geoffrey Jones 

What will the continued stag-
nation of the United States 
and developed economies in 

Europe mean for aspiring multinationals 
based in booming emerging markets? 

Traditionally, developed markets have 
helped these emerging giants learn to fight 
developed-nation multinationals on their 
home turf, tap into the growth potential 
promised by prosperous economies, gain 
access to the latest technologies, attract 
the best talent at home, and validate them-
selves as truly global players. 

But how will the logic of globalization 
change for corporations from countries 
such as India, China, Indonesia, Brazil, 

and Turkey if the growth opportunities in 
emerging markets continue to far outpace 
those in developed economies? 

One company that has considerable 
experience with that question is Natura 
Cosméticos, the Brazilian beauty giant that 
for some 30 years has been attempting to 
move, with decidedly mixed results, into 
developed markets even as the opportuni-
ties in its region have grown stronger and 
stronger. Along the way it has discovered 
just what a double-edged sword a robust re-
gional base can be for an emerging-market 
multinational. 

In successive attempts to move beyond 
its borders, Natura has found itself having 

The Growth Opportunity 
That Lies Next Door 
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other markets less attractive and allowed 
Natura to bear the cost of unprofitable oper-
ations for years. And so it was that the com-
pany did not devote serious management 
attention to its international operations un-
til 1999- Alessandro Carlucci, then Nature's 
sales director and now its CEO, was sent to 
Argentina with the resources and author-
ity to build a sales network that was truly 
committed to the brand and the company's 
values. To keep turnover low, the company 
built strong relationships with its sales 
consultants in Argentina. It also improved 
logistics by opening a distribution center 
there. Revenues from the Argentine busi-
ness grew by about 30% a year from 1999 
to 2001. 

The company quickly transferred the 
lessons learned in Argentina to other mar-
kets in the region and took steps to ensure 
that its sales networks became fully com-
mitted to the brand and the company's val-
ues. Investments in marketing shored up 
brand awareness in Peru. Seasoned man-
agers from Brazil replaced local managers 
in Chile. Nature's executives closely moni-
tored the distribution network in Bolivia. 
Logistics were improved and local ware-
houses established. Revenues increased 
30% in Chile from 2001 to 2003 and 85% in 
Peru in the same period. 

With its confidence growing and its cof-
fers brimming from an oversubscribed IPO 
on Brazil's Novo Mercado in 2004, Natura 

Finding markets outside Latin America 
that are compatible with Natura's 
direct-selling system, its community 
values, and its focus on sustainability 
has proved tricky. 

Then, at the end of 2001, Argentina 
plunged into recession after devaluing 
its currency by 40%, and Natura learned 
a vivid lesson about the wisdom of stick-
ing to its values and vision. In response to 
the devaluation, most competitors raised 
prices. But Natura chose to keep its prices 
steady and forgo short-term profits, focus-
ing instead on reducing costs through effi-
ciencies gained from the $110 million state-
of-the-art integrated logistics, production, 
and R&D facility it had built on the outskirts 
of São Paulo the previous year. "The idea," 
Carlucci says, "was to create a social pact 
among suppliers, employees, and custom-
ers, showing the Argentine market that we 
were there for good and we expected profits 
[only] in the long run." 

The strategy paid off. From 2002 to 2005, 
revenues increased sixfold, and the num-
ber of sales consultants grew from 7,000 
to 20,000. 

followed the path of other successful Brazil-
ian firms in setting its sights once again on 
developed markets. In 2005—which hap-
pened to be a year of celebration of Brazilian 
culture in Paris—Natura opened a two-story 
flagship store in the elegant neighborhood 
of Saint-Germain-des-Pres. Although 
France was not as open to direct selling as 
neighboring Great Britain and Germany, Na-
tura had long-standing ties with France as 
a source of packaging, some raw materials, 
and knowledge. Moreover, Paris was the 
capital of the beauty world. 

The Paris store offered only the Ekos line 
and was viewed as a chance to test different 
sales models. The second floor functioned 
as a space where customers could sample 
Natura's products and learn about Brazil-
ian culture, and Natura in turn could learn 
from highly sophisticated consumers. No 
one at Natura, for example, had been aware 
of the controversy surrounding the use of 

parabens in cosmetics until a visitor to the 
Paris shop asked about them. The company 
subsequently removed the preservatives 
from its products. It also began to consider 
internet sales. 

Bolstered by their forays into foreign 
markets, Natura's leaders felt they had de-
veloped sufficient managerial expertise 
to enter Mexico, a country they had long 
recognized as a more natural fit with the 
company's business model. Mexico shared 
Brazil's passion for cosmetics and strong 
direct-sales tradition, and it had a similar 
economy and demographic structure. But 
Natura was a latecomer: Avon had been 
operating there since 1956. In fact, Avon's 
largest market outside the U.S. was Mexico, 
where it sold not just beauty products but 
also jewelry, toys, and cooking utensils. 

Drawing on its experience in Paris, Na-
tura not only began establishing a direct-
selling network but also opened a store it 
dubbed Casa Natura in the upscale Polanco 
neighborhood of Mexico City. Unlike the 
Paris shop, though, the store sold no goods. 
It was less a shop than a clubhouse—a 
place for sales representatives to meet one 
another and exchange experiences, test 
products, and receive training. Natura saw 
this as a hybrid of the direct-selling and 
retail models, which could be replicated at 
a fraction of the cost of building a compre-
hensive retail-store channel. This hybrid 
model —which the company began to use in 
Brazil in 2007—helped Mexico become the 
company's biggest international market (by 
2012 Natura had opened five Casa Natures 
there). Its success in Mexico seemed to pave 
the way to the U.S. market. 

The Decline of the West? 
Now, five years later, Natura has not gone to 
the U.S. or, in fact, to any other new market 
outside Latin America. The French business 
remains small, unprofitable, and the only 
one in the developed world (see the exhibit 

"Beyond Brazil: A Regional Pattern of Ex-
pansion"). Finding markets elsewhere that 
are compatible with the company's direct-
selling system, its community values, and 
its focus on sustainability has proved tricky. 
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In 2005, for instance, the founders trav-
eled to Russia, where the fast-growing mar-
ket for cosmetics and toiletries had topped 
$6 billion. Direct sellers Avon and Oriflame 
were thriving, as the market share of direct-
sales beauty companies there soared from 
5% in 1999 to 19% in 2004. But as the three 
founders watched focus groups of Rus-
sian consumers from behind one-way mir-
rors, it qtiickly became apparent that these 
people not only knew virtually nothing 
about Natura, or even Brazil, but also were 
not much concerned about environmental 
sustainability. A poor fit, the founders con-
cluded, and they pursued the opportunity 
no further. 

The firm's commitment to environmen-
tal sustainability also played into the deci-
sion not to enter China, where regulations 
required cosmetics to be tested on animals. 
Nature's commitment to sustainability and 
the highest ethical standards also figured 
into its walking away—sometimes after 
months of negotiations—from acquisitions 
that might have greatly extended its reach 
in developed markets. At the same time, 
mainstream beauty companies were ener-
getically acquiring leading natural cosmet-
ics businesses around the world: L'Oreal 
bought Britain's Body Shop in 2006, Colgate 
acquired Tom's of Maine in 2009, and the 
Japanese direct seller Pola Orbis purchased 
Australia's Jurlique in 2011. 

Did Natura's decisions limit its growth? 
A case can be made either way, though 
Avon's recent problems in China—where 
allegations of bribery of local officials have 
tarnished its brand, damaged relations with 
sales representatives, and made possible a 
takeover bid by Coty—lend some weight 
to the founders' insistence that the com-
pany's values remain a fundamental source 
of competitive advantage. 

Meanwhile, recognizing that Natura's 
lack of management expertise has been a 
continuing impediment to regional expan-
sion, the company steadily worked to build 
up its international management ranks in 
Latin America. It established the Natura 
Management System to capture and dis-
seminate lessons learned. It began recruit-

ing Brazilians and other Latin Americans 
from top MBA programs in the U.S. And it 
worked to balance its predominantly Bra-
zilian management with executives from 
other countries in the region. Even so, the 
company's 2007 annual report announced 
its intentions of entering the U.S. market— 
a testament to the hold developed markets 
have on the aspirations of emerging-market 
multinationals. 

In 2008 the financial meltdown con-
spired to make developed markets far less 
alluring and Natura's home market and 
region even more lucrative. Since then, 
the company has stopped talking about 
U.S. markets in its annual reports. Instead 
it has focused squarely on Latin America, 
entering Colombia in 2007, increasing the 
efficiency of its logistics, and tailoring its 
products and communications to local 
conditions. (Perfumes evaporate more 
quickly in the higher altitudes of Chile, for 
example, and Mexican consumers prefer 
drier products than their Brazilian counter-

parts.) In 2010 Natura engaged in manufac-
turing outside its home country for the first 
time, through a partnership in Argentina, 
and in 2011 it entered into manufacturing 
agreements with partners in Colombia and 
Mexico. 

These investments are a reflection of 
the slowly changing economic equation 
of globalization. Even as the U.S. beauty 
market grew by an anemic 1.1% in 2010 and 
Japanese demand by a microscopic 0.2%, 
demand in Mexico grew by a healthy 7.5%; 
in Argentina, Chile, Colombia, and Peru 
by 10.9%; and in Brazil by 13.3%. Natura's 
net revenues from its operations in Ar-
gentina, Chile, and Peru, while small com-
pared with those from Brazil, grew a hefty 
27.7% to R$256 million ($139 million) from 
2009 to 2010, as EBITA ballooned 44% to 
R$13 million ($7.1 million). Although Co-
lombia and Mexico, where the sales net-
works have had less time to develop, are 
not yet profitable, 2010 revenues from the 
two countries jumped 69.9% to R$98 mil-
lion ($53 million). 

As Natura negotiates a world in which 
the economic importance of the West may 
have reached a plateau while the commit-
ment to environmental and ethical issues 
is rising, it is finding itself in a position 
that Seabra never envisioned as he walked 
down Fifth Avenue 30 years ago. In the long 
run, Carlucci says, although the company 
has not abandoned plans to enter the U.S. 
or expand in Europe, the goal isn't to go 
to any particular place but to have a global 
portfolio that can be constantly adjusted to 
reflect the knowledge acquired in different 
markets. Just as its customers are moving 
beyond stereotypes of youth, straight hair, 
and light skin, Natura is moving beyond ste-
reotypes of globalization, recognizing that 
winning in Chile, Argentina, and Mexico 
can be an entry onto the world stage every 
bit as effective as conquering Paris or New 
York. HBR Reprint R1207P 
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Geoffrey Jones is the Isidor Straus 
Professor of Business History at Harvard 

Business School and faculty chair of the school's 
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Text Box
Fonte: Harvard Business Review, Boston, v. 90, n. 7/8, p. 141-145, July/Aug. 2012.




