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Executive Summary
Unilever PLC is a UK based global company in the fast moving consumer goods (FMCG) market. Its mission is to “make sustainable living commonplace” through brands that enhance health, wellbeing, and environmental sustainability. Its objectives include value creation, sustainable innovation and reducing environmental impacts together with the strategic alignment of its portfolio, regenerative sourcing and climate commitments.
Following the sale of its profitable Ice Cream division on 6 December 2025, Unilever now concentrates on four aligned core Business Groups: Beauty and Wellbeing, Personal Care, Home Care, and Foods. In 2025, continuing operations generated £43 billion in turnover, delivering 3.5% underlying sales growth (USG), with Power Brands (78% of revenue) achieving 4.3% USG (Unilever, 2026).
This Strategic Analysis and Sustainable Strategy Development of Unilever PLC demonstrates how external pressures such as macroeconomic uncertainty, inflation, commodity fluctuation, increased sustainability regulation, and the escalating Gulf conflict combine with microeconomic factors including oligopolistic rivalry, buyer power, and price elasticity to affect the company’s competitive environment. Unilever has to continually review and adjust strategic options to maintain competitiveness and ensure long‑term resilience. 
Internal analysis identifies the strength of Unilever’s valuable, rare, inimitable and non replaceable (VERIN) resources, particularly its Power Brands and regenerative agriculture growth, alongside the challenge from weaknesses such as Scope 3 emissions. Together, this analysis informs Unilever’s differentiation based strategy, supported by balanced growth, sustainability commitments under the Growth Action Plan 2030, and priorities informed by TOWS which include regenerative agriculture, circular packaging, supplier emissions reduction, and Mergers and Acquisitions with a sustainability focus.
The analysis indicates that Unilever is well positioned for long term sustainable success, but it must continue to innovate, remain agile, and retain environmental and social priorities at the heart of strategic decisions.




1. Introduction 

Unilever PLC is a UK based global FMCG business. Its mission is to “make sustainable living commonplace” (Unilever, 2020) building growth through brands that improve health, wellbeing, and environmental outcomes. Its objectives focus on value creation, sustainable innovation, and reducing environmental impacts and making strategic decisions aligned to its portfolio focus, regenerative sourcing, and climate commitments (Unilever, 2020).

Strategy is delivered through a decentralised structure that enables the four Business Groups (Beauty and Wellbeing, Personal Care, Home Care, and Foods) to adapt global priorities to local markets. Robust systems deliver productivity targets and brand investment. Sustainability indicators support delivery, while integrated supply chains, supplier capability programmes, and digital tools enhance international efficiency (Unilever, 2023).

The sale of the profitable Ice Cream division on 6 December 2025 was a strategic decision enabling the company to focus on four core well aligned Business Groups. Media reports indicate a further strategic action to more closely align 3 of the core divisions by selling the Foods division (Unilever, 2026).

In 2025, Unilever reported £43 billion in revenue and 3.5% underlying sales growth, with Power Brands contributing 78% of turnover and achieving 4.3% underlying sales growth (Unilever, 2026). These results suggest that the company’s strategic decisions continue to support strong brand performance and sustain its market‑leading position.

Unilever PLC is a good case study for the analysis of strategic business behaviour as it operates in a highly competitive, oligopolistic FMCG market dominated by large global firms such as Procter and Gamble and Nestlé. The challenges of this competitive market are significant. Risks are identified and managed by Unilever as detailed in the Annual Report (Unilever, 2025). The company manages risks from fluctuating commodity and currency conditions, and increasing sustainability expectations, particularly regarding packaging, agricultural sourcing, and value chain emissions (Thompson et al., 2022). The Gulf conflict has exacerbated macroeconomic uncertainties.

Sustainability is central to the strategic direction for Unilever. Increased consumer demand for ethical and environmentally responsible products, together with stronger regulatory frameworks, has made sustainability essential to competitive positioning and long term growth (Thompson et al., 2022; Unilever, 2026). Other market challenges that Unilever faces include cautious consumer spending, sluggish global growth of approximately 3.3%, currency fluctuations in emerging markets, commodity cost pressures, and competition from major FMCG competitors (Sloman et al., 2019; Morrison, 2020). 

This report uses established analytical models to analyse Unilever’s external and internal environments, strategic positioning, and sustainability focus to assess economic challenges and inform sustainable strategic development recommendations.

2. External Analysis 

A PESTEL analysis (Morrison, 2020) of Unilever identifies the macroeconomic and regulatory context that influences its operation. 

· Macroeconomic factors include subdued Global economic growth at around 3.3%, inflation was easing but may now rise and consumers are increasingly cautious - both as consequences of the escalating Gulf conflict (IMF, 2026; OECD, 2026)


· The conflict will have unknown effects on Political factors that may worsen ongoing trade tensions with the United States. There are also implications of the European Union Green Deal legislation, while social trends continue to favour ethical consumption and sustainability led value initiatives which may change if global recession is caused by a protracted and widening Gulf conflict. 

· AI is bringing forward new technological developments, particularly in digital commerce and supporting product development and operational efficiency. 

· Growing environmental and legal pressures in plastics regulations, extended producer responsibility, and deforestation compliance.

Porter’s Five Forces (Whittington et al., 2019) identify the FMCG sector’s oligopolistic structure (Sloman et al., 2019). 

· Strong competitive rivalry among market leaders drives brand investment, sustainability commitments, and fast paced innovation. 

· Buyer power remains strong due to consolidated retail channels, while supplier power is limited, particularly in sensitive categories such as palm oil, though managed by Unilever’s sustainable sourcing programmes.
 
· Barriers to competitor entry to the market remain high due to brand equity (the additional value created when consumers recognise, trust, and prefer a brand, supporting premium pricing, loyalty, and sustained competitive advantage) and scale advantages. Substitutes brands, such as “own brand” products (for example Supermarkets) and refill models are increasing competition. 

· Economic conditions are playing a big part in how demand behaves. Everyday essentials generally have relatively inelastic demand and people keep buying even if prices rise. Premium sustainable products are much more price sensitive and demand can drop off quickly if costs rise as is likely as a result of the Gulf war. Further, ongoing pressure from commodity prices and currency fluctuations makes productivity improvements and tight cost control even more important (Griffiths and Wall, 2011). 

PESTEL identifies the need for differentiation and purpose‑led innovation but accuracy is questioned because its static structure does not fully capture how unpredictable and fast‑moving the current business environment has become (Hamilton and Webster, 2019)


3. Internal Analysis 

The Resource Based View (RBV) draws out key VRIN resources that give Unilever an ongoing competitive edge (Thompson et al., 2022). The most important being the Power Brands portfolio such as Dove, Hellmann’s, Knorr, and Vaseline, which together drove 4.3% Underlying Sales Growth (USG) and 2.2% volume growth in 2025 (Unilever, 2026). These brands have had many years of marketing spend, building an emotional connection with consumers, supported with marketing and purpose driven “storytelling” building strong loyalty and enabling Unilever to charge premium prices without losing custom. In the FMCG market, where a few big companies dominate and competition is driven by brand strength rather than price wars, the Unilever portfolio is hard for anyone else to copy (Sloman et al., 2019).

Unilever’s strategic growth and expertise in regenerative agriculture is a strong and expanding VRIN resource. The company has set a target of 1 million hectares under regenerative practices by 2030. Progress to achieve the goal is good, achieving 130,000 hectares by the end of 2024, 200,000 hectares in 2025 and aims to reach 550,000 to 650,000 hectares in the Foods division by 2027 (Unilever, 2025; Unilever, 2026). These programmes improve soil health, cut emissions, and make the supply chain much more resilient, benefitting stable costs, lower risks from weather or shortages, and a stronger reputation. Very few competitors are doing this at an equivalent scale and it’s becoming almost unique and very challenging to imitate (Thompson et al., 2022; Morrison, 2020).

Value Chain analysis (Porter, 2004) demonstrates how regenerative agriculture resources turn into actual day to day operational strengths. Inbound logistics are strong thanks to low deforestation free sourcing and the regenerative partnerships that are coming online. Operations have built cumulative productivity savings of £580 million by 2025, aided by rationalisation of Stock Keeping Units (the process of reviewing, reducing, or simplifying the number of products and removing low/no profit products and waste) and simpler manufacturing setups (Unilever, 2026).

Marketing is a Unilever strength. The purpose driven campaigns like Dove’s Real Beauty and Hellmann’s push on food waste have built strong brand loyalty and nudged customers towards higher end, premium lines.

Technological innovation and AI have enabled improved outbound logistics and after sales service, applying digital tools to bring quicker reactions to what consumers want.

Investment in support functions helps tie Unilever together. Procurement is building longer term and more sustainable supplier relationships, while technology investments benefit Research and Development and demand forecasting and improving efficiency and fuelling innovation. Concerns remain for Scope 3 emissions which create the largest share of Unilever’s carbon footprint. These are a challenge to manage because the emissions arise from external partners in agricultural supply chains (Unilever, 2026; Thompson et al., 2022) and are being addressed with the Supplier Capability initiative (Unilever, n.d.). 
Unilever may experience regulatory pressures, reputational risks, and operational challenges (Hamilton and Webster, 2019)
SWOT analysis (Thompson et al., 2022) of Unilever shows:

· Strengths: Power Brands leadership, 20.0% underlying operating margin, regenerative agriculture progress, strong productivity record.
· Weaknesses: Emerging‑market currency exposure, reliance on virgin plastics in some categories, persistent Scope 3 emissions.
· Opportunities: Premium product growth, AI‑led innovation, and momentum behind circular and regenerative models.
· Threats: Inflation, stricter environmental regulation, political instability and risk of global recession as a consequence of wars, strong competitors in P&G and Nestlé.

Using TOWS matrix enables this analysis to identify practical strategic actions. For Unilever, this includes:
·  using the strength of its brands and regenerative initiatives to expand premium sustainable products,
·  using productivity gains to offset inflation,
· investing in better plastic alternatives, 
· increase local production to limit currency exposure, 
· remove unprofitable products efficiently
· reducing Scope 3 emissions through its Supplier Climate Programme, which builds suppliers’ capacity to measure and lower product‑level carbon footprints.”supported by supplier capability programmes.
Unilever’s internal strengths align well with the external challenges. Maintaining that advantage will depend on staying adaptable, particularly in tackling value chain emissions and sustaining differentiation in a very competitive market (Collinson et al., 2020; Griffiths and Wall, 2011)

4. Strategy Formulation & Competitive Positioning
Unilever’s competitive approach is built on differentiation. Porter’s Generic Strategies and the Strategy Clock identify how it positions its brands effectively (Whittington et al., 2019; Johnson et al., 2015). Unilever's portfolio remains closely aligned to the company’s core purpose and rationalisation of the portfolio is ongoing as the Food division may follow the Ice Cream division out of the company. Premium brands continue to deliver value in an oligopolistic market structure (Sloman et al., 2019), helping to generate margin expansion to 20.0% (Unilever, 2026).
Ansoff’s Matrix (Whittington et al., 2019) indicates a balanced growth based on:
· Unilever's Power Brands,
· ongoing product development using more sustainable formulations.
· market growth from expansion in the US and India,
· targeted business acquisitions for example Dr. Squatch,
· limited diversification following the Ice Cream division demerger.
At the corporate level, the strategy centres on streamlining the business and focusing on what it does well (Collinson et al., 2020). However, Ansoff’s assumption of a relatively stable environment is increasingly difficult to justify given the growing uncertainty shaping 2026 (Morrison, 2020). Differentiation remains an appropriate strategy in an oligopolistic market, but it now requires continuous innovation and sustained brand investment to maintain relevance.

5. War
The Gulf conflict 2026 initially created another global headwind for business, but it has now escalated into a potential global shock that requires urgent reassessment of strategic plans (World Economic Forum, 2026). Unilever, alongside governments and businesses worldwide, will be prioritising a review of key macroeconomic factors (using PESTEL), microeconomic market dynamics (elasticity, oligopoly behaviour, substitutes), and internal strategic capabilities (VRIN resources, Value Chain strengths, Power Brands). These analyses will inform updated SWOT and TOWS assessments, scenario planning, and the development of strategic options to manage effectively at a time of heightened uncertainty (McKinsey and Company, 2026).

6. Sustainability & Strategic Recommendations
Sustainability is a cornerstone of the Growth Action Plan 2030 (Thompson et al., 2022), with good progress in regenerative agriculture and plastic reduction (Unilever, 2026). These initiatives support cost efficiencies and really help strengthen brand loyalty and reinforce competitive advantage within a monopolistic market. Scope 3 emissions remain a significant challenge.
TOWS derived changes (as above) will build resilience in increasingly unpredictable markets (Sloman et al., 2019; Collinson et al., 2020). 
Unilever’s recent strategy changes show how making sustainability core to strategic decisions can help maintain competitive advantage in the face of ongoing economic, political and environmental pressures (Unilever, 2026a). While these actions build on existing strengths, they must be balanced against the risk that over investment in premium sustainable lines could alienate price sensitive consumers in emerging markets. Strategic review and adjustment to meet the new challenges created by the Gulf conflict will be essential to maintain its market position (Euromonitor, 2025).



Conclusion
Unilever PLC operates in a complex global environment of macroeconomic uncertainty and geopolitical instability. Increasing sustainability regulation influences strategic decisions across the organisation. External analysis indicates that these factors are compounded by the escalating conflict in the Gulf region, requiring disciplined cost control and sustained investment in innovation. At the microeconomic level, competitive conditions, particularly oligopolistic rivalry, buyer power, and price elasticity evidence the importance of maintaining strong brand equity and customer loyalty.
Internal analysis shows that Unilever has important competitive strengths from VRIN resources with its Power Brands, regenerative agriculture capabilities, productivity improvements, and digital tools.The company’s decentralised structure and integrated supply chain and adaptability are strengths and strategically critical. Unilever's weaknesses are Scope 3 emissions and exposure to currency fluctuations in emerging markets, which are ongoing risks. 
Unilever’s differentiation strategy is important in this oligopolistic FMCG market and supported by balanced growth across product development.The Growth Action Plan 2030 keeps a sustainability focus across the value chain, and progress in regenerative sourcing, plastics reduction, and climate commitments strengthens prospects longer term. TOWS informed priorities include expanding regenerative agriculture, advancing circular packaging, reducing supplier related emissions, and pursuing sustainability focussed mergers, acquisitions and possible demergers are potential pathways to retain competitive advantage.
It is concluded, Unilever is well positioned for sustainable success. Its ability to integrate environmental and social priorities into core strategy, maintain financial discipline, and respond quickly to increasing global uncertainties will determine its ability to lead in a market increasingly impacted by sustainability expectations and geopolitical volatility. Continued innovation and purpose led brand investment will be critical to sustaining competitive advantage.
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