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Unilever and P&G are challenging L'Oréal  
 
IT IS strange to think of two of the world's biggest companies, Procter & Gamble and Unilever, as 
wallflowers. But when it comes to the beauty business, it is France's L'Oréal that steals the 
limelight. However, this is something the soap-powder giants are eager to change.  
 
Neither is starting from scratch. Unilever owns such successful cosmetic brands as Calvin Klein 
and Dove bodycare; P&G, best known for Pampers nappies and Tide detergent, owns Pantene, the 
global leader in shampoo, Max Factor and Olay, a fast -growing and, by P&G standards, high-
priced skin-care range. The American firm also obtained a strong bridgehead in hair colour, a 
boom area in beauty, with the 2001 purchase of Clairol—at $5 billion, its biggest acquisition.  
 
 
Nevertheless, it is L'Oréal that dominates the $90-billion-a-year beauty-products industry, in 
which brand strength and perceived elegance count as much as sales volumes. The French group 
leads in hair colour in both Europe and America and, by value, dominates the American market in 
colour cosmetics. L'Oréal's use of sexy celebrities such as Natalie Imbruglia to promote its 
products, and its seductive slogan—“because you're worth it”—has turned its steep prices into an 
asset.  
 
This enviable position is increasingly under attack. Since Wella, a German beauty-products 
company, rebuffed a bid from Henkel, a German rival, last autumn, rumours have swirled of other 
suitors, including P&G and Unilever. This week, P&G was said to have made a $6 billion offer. 
Persuading Wella's founding Stroeher family to sell would make P&G a close second to L'Oréal in 
the professional salon market in Europe, and strengthen it in colour. P&G's ownership of Clairol 
largely confines it to the United States at present.  
 
P&G's chief executive, Alan Lafley, is the company's first boss to emerge from the beauty 
business. He has long had his eye on another German beauty company: Beiersdorf, maker of 
Nivea, the world's biggest skin-care brand. Although talks with its two big shareholders have so 
far stalled, Mr Lafley is determined to make more deals in this area.  
 
For Wella at least, he may yet face competition from his perennial rival, Niall FitzGerald. Unilever's 
co-chairman recently admitted that the Anglo-Dutch group had missed the hair-dye boom: “We 
were slow. We failed to spot this early enough.” Meanwhile, Unilever is pressing ahead with the 
relaunch in Europe of its Sunsilk hair-care range, one of the latest to join its stable of big brands, 
as well as extending another mega brand, Dove, in America. If Unilever gives its beauty business 
enough of a makeover, it may even consider splitting it from the low-growth, low- margin food 
operat ions, says Iain Ferguson, head of group development and strategy.  
 
In response to these attacks on its top-of-the-range business, L'Oréal is moving downmarket. In 
February it launched Fructis hair-care in America, its biggest brand launch ever there, in a n effort 
to win shelf space in mass retailers such as Wal-Mart, P&G's biggest customer. With even the 
most elegant shopper as mindful of her purse as her nails these days, this three-way battle will 
bring a smile to many a sleekly glossed lip.  
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