Executive Summary
This report analyzes Unilever's strategic position, focusing on the relationship between sustainability and financial performance. The external environment is characterized by intense competition, strong purchasing power, and rising costs, which limit pricing flexibility and increase pressure on profitability.

Internally, Unilever benefits from a strong brand portfolio and a clear commitment to sustainability, supporting differentiation and a long-term competitive advantage. However, these advantages are also associated with higher operating costs, creating a key strategic tension between sustainability investments and short-term financial performance.

The report notes that while Unilever's differentiation strategy has strengthened its market position, it has also limited profitability in price-sensitive markets. To address this, the report recommends that the company improve cost efficiency, adopt more targeted market segmentation, and enhance consumer engagement. These actions aim to balance sustainability goals and financial performance and maintain long-term competitiveness.



Introduction
Unilever is a multinational fast-moving consumer goods (FMCG) company operating across food, personal care, and home care sectors (Unilever, 2024). The company has a global presence, serving consumers in over 190 countries and managing a diverse portfolio of well-known brands.

The consumer goods industry is highly competitive, with leading companies including Procter & Gamble, Johnson & Johnson, Nestlé, Colgate-Palmolive, and L'Oréal. They all fiercely compete with Unilever for global market share (Joe David, 2020). This intense competition in the FMCG industry provides valuable context for analyzing strategic positioning and competitive advantage. Furthermore, Unilever's commitment to sustainability—a strategic mission (Unilever, 2025) aimed at reducing carbon emissions, decreasing the use of virgin plastics, and improving the global value chain—makes it highly relevant to analyzing how companies integrate environmental and social considerations into their strategies.

While sustainability initiatives may improve long-term cost efficiency through improved resource utilization and energy conservation, they typically require significant upfront investment and face supplier resistance and influence consumer price sensitivity (Oxford Executive Institute, 2024). In the short term, implementing sustainability increases operating costs and puts pressure on profit margins, especially in highly competitive industries like FMCG where companies have limited ability to pass on costs to consumers. Encouraging suppliers to adopt sustainable practices requires negotiation and incentives, and sustainable products are often more expensive, challenging their appeal to price-sensitive markets.

2.0 External Analysis
This section analyzes Unilever's external environment by applying the PESTEL framework and selected elements of Porter's Five Forces. The focus is on the most important factors influencing the company's strategic decisions in the highly competitive fast-moving consumer goods industry.

2.1 Based on PESTEL
For Unilever, rising inflation manifests as increased raw material costs and tariff pressures (CAPWOLF, 2025), leading to higher production costs and putting pressure on profit margins. In particular, intense market competition limits the company's ability to pass these costs on to consumers. Therefore, Unilever must carefully balance cost management with continued investment in sustainability initiatives.

Unilever reported early progress on its sustainability initiatives, focusing on climate action, environmental protection, plastic reduction, and livelihood improvement (Staff Writer, 2025). Raising awareness of sustainability allows the company to strengthen its brand positioning through responsible practices. However, meeting these expectations typically requires additional investment, which can increase operating costs, but is indeed worthwhile in the long run.

Unilever Inc. will adhere to its environmental policy in executing its strategy, primarily focusing on climate, nature, and plastics (Unilever Environmental Policy, 2025). Increasingly stringent environmental regulations and pressure to reduce carbon emissions are shaping strategic decisions within the FMCG division. For Unilever, complying with sustainability standards requires significant changes to packaging, sourcing, and production processes. While these initiatives support long-term environmental goals, they also increase short-term operating costs.

2.2 Based on Porter’s Five Forces
Unilever faces fierce competition from other companies. The Anglo-Dutch giant, with annual revenue exceeding €50 billion, holds approximately 2% of the global market share (Team TBH, 2024). For goods such as personal care and home products, different brands offer relatively similar functions. Consequently, consumers can easily switch between brands, price sensitivity increases, and companies are forced to compete on cost, promotion, and branding. This places significant strategic pressure on Unilever, especially against the backdrop of rising input costs. Inflation increases production costs, and intense competition limits the company's ability to pass these costs on to consumers, thus reducing profit margins. Unilever's strong commitment to sustainability often involves higher operating costs compared to its competitors. In a highly competitive market, this can weaken its cost competitiveness if consumers are unwilling to pay a premium for sustainable products.

Customer bargaining power is one of the most powerful forces influencing the consumer goods business, given Unilever's large customer base (Daniel Kissinger, 2024). Many of Unilever's products have low differentiation, allowing consumers to easily switch between competing products. This makes consumers highly price-sensitive, especially during periods of economic uncertainty. This significantly limits Unilever's ability to raise prices, coupled with rising input and production costs. Consequently, the company faces increasing pressure on profit margins. Unilever's commitment to sustainability further exacerbates this issue, often involving higher operating costs. In markets where consumers are unwilling to pay a premium, strong buying power makes it difficult for the company to recover these costs, creating a strategic tension between maintaining affordability and investing in sustainable practices.

3.0 Internal Analysis
3.1 Based on RBV
Unilever's extensive brand portfolio is a significant source of competitive advantage. With over 400 brands, Unilever's brand strategy, centered on practices of trust, transparency, and responsibility, aligns with the values ​​of modern consumers (Team, E, 2025). Well-known brands such as Dove and Hellmann's enjoy widespread consumer recognition and trust (Sheridan, N, 2024), enabling the company to differentiate its products in the highly competitive FMCG market. This brand strength enhances customer loyalty and, to some extent, reduces price sensitivity. However, maintaining brand value requires ongoing investment in marketing and innovation, which can increase operating costs.

Today, Unilever operates in more than 190 countries worldwide. The company's global reach is reflected in its presence in both developed and emerging markets (Staff Writer, 2025). Operating in over 190 countries allows the company to diversify risk and capitalize on growth opportunities in emerging markets. However, managing such a complex global supply chain can lead to inefficiencies and increase the risk of external disruptions, including fluctuations in raw material prices and regulatory differences across regions.

Sustainability is more than just winning a public relations battle or achieving quick success. The key is to commit long-term, even when the path needs to change (Dr. Joel Carboni, 2024). A key capability of Unilever is its unwavering commitment to sustainability, which is ingrained in its corporate strategy. This enhances its brand image and aligns with consumers' growing demand for environmentally friendly products. However, implementing sustainable practices often involves higher costs, particularly in sourcing and production, and can reduce short-term profitability if not effectively managed.

3.2 Based on Value Chain
Unilever is extremely cautious and responsible in its sourcing of raw materials, supplies, and components, and operates approximately 280 production and manufacturing plants in 150 countries worldwide (Ahsan Ali Shaw, 2024). Unilever's strict control over raw material quality and environmentally friendly production processes in sourcing and production may further increase cost pressures. While these practices support long-term environmental goals and enhance brand reputation, they are typically more expensive than traditional alternatives. This presents a challenge in maintaining cost efficiency across its value chain.

Unilever establishes warehouses and distribution centers in specific areas near retail consumer markets and employs multiple transportation and third-party logistics providers for transportation and distribution (Ahsan Ali Shaw, 2024). Unilever's extensive distribution network enables it to deliver products efficiently in global markets, ensuring strong market penetration. However, the size and complexity of this network can increase logistical costs, especially during periods of economic instability and rising fuel prices. This further increases pressure on overall operational efficiency.

Unilever believes that brands with a social mission grow faster and build stronger consumer bonds (Daniel Pereira, 2025). Marketing is a key strength in Unilever's value chain. The company leverages strong branding and sustainability messaging to differentiate its products and build consumer trust. This allows Unilever to move beyond price competition, although the effectiveness of this strategy depends on consumers' willingness to pay a premium for sustainable products. Localized marketing strategies also effectively enhance consumer recognition in different regions.

3.3 SWOT
Unilever's strengths lie in its brand and sustainability, while its weaknesses include high operating costs and intense external competition. The interplay between these factors highlights a core strategic tension. While its sustainability initiatives and brand equity create differentiation, they also increase operating costs. In a market characterized by fierce competition and price-sensitive consumers, this raises questions about the company's ability to translate its strategic advantages into stable financial returns.

4.0 Strategy Formulation and Competitive Positioning-Porter & Ansoff’s Matrix
Unilever employs broad differentiation as a general strategy to gain a competitive advantage (Justin Young, 2024). It focuses on strong brands and sustainability to differentiate its products in the highly competitive FMCG market. By emphasizing environmentally responsible practices, ethical sourcing, and product quality, the company aims to create added value for consumers beyond basic functionality. This approach has enabled Unilever to build brand loyalty and strengthen its market position in a highly competitive environment.

However, this strategy also presents significant challenges. Differentiating through sustainability typically involves higher production and operating costs, particularly in areas such as sustainable sourcing and packaging. As identified in external analysis, rising input costs and intense competition limit the company's ability to pass these costs on to consumers. Furthermore, the high purchasing power in the FMCG industry increases price sensitivity, making it difficult for Unilever to charge a premium. Consequently, the company faces pressure on profit margins, raising concerns about the financial sustainability of its strategy.

On the growth strategy front, Unilever continues to pursue market penetration by strengthening its existing brands in global markets. This includes expanding its presence in both developed and emerging economies. At the same time, the company invests in product development (Justin Young, 2024), particularly in sustainable and innovative products aligned with evolving consumer preferences. While these strategies support long-term growth and strengthen its differentiated positioning, they also require ongoing investment, which could negatively impact short-term financial performance.

Overall, Unilever's strategic approach demonstrates close alignment with evolving market trends, particularly the growing demand for sustainable products. However, its effectiveness depends on the company's ability to balance long-term sustainability goals with short-term profitability. A key strategic challenge lies in maintaining a competitive edge while managing rising costs and operating in a highly price-sensitive market environment.

5.0 Sustainability and Recommendations
Unilever's sustainability strategy is a core element of its overall strategic positioning. The company's unwavering commitment to environmentally responsible practices enhances its brand image and aligns with consumers' growing demand for sustainable products. This provides a source of differentiation and supports a long-term competitive advantage. The significance of this strategy lies in leveraging sustainability to strengthen Unilever's long-term positioning.

First, Unilever should focus on improving cost efficiency within its supply chain. Given the high costs associated with sustainable sourcing and production, the company can invest in technological innovation and supplier partnerships to reduce expenses over time. For example, improving operational efficiency and optimizing sourcing processes can help offset rising input costs while maintaining its sustainability standards. This will allow Unilever to better manage its cost structure without compromising its strategic positioning.

Second, the company should adopt a more targeted differentiation strategy. While sustainability remains a core strength, not all consumers are willing to pay a premium for environmentally friendly products. Therefore, Unilever can more effectively segment the market by offering high-quality sustainable products and more affordable options. This approach will allow the company to retain price-sensitive customers while still capturing value from consumers who prioritize sustainability.

Third, Unilever should strengthen consumer engagement and communication regarding the value of its sustainability initiatives. By increasing transparency and educating consumers about the long-term benefits of sustainability, the company could reduce price sensitivity and increase brand loyalty. This could support its differentiation strategy and increase consumers' willingness to pay.

6.0 Conclusion
This report analyzes Unilever's strategic position by examining its external environment and internal capabilities. The analysis highlights significant external pressures, including intense competition, strong buying power, and rising costs, all contributing to a challenging operating environment. At the same time, Unilever's strong brand portfolio and commitment to sustainability provide a significant source of competitive advantage.

However, it also reveals a critical strategic tension between the company's sustainability aspirations and financial performance. While its differentiation strategy supports its long-term positioning, it also increases operating costs, making it difficult to maintain profitability in highly price-sensitive markets.

The recommendations presented in this report aim to address this challenge by improving cost efficiency, refining market segmentation, and strengthening consumer engagement. If effectively implemented, these strategies could enable Unilever to better balance its sustainability goals with financial performance and maintain its competitiveness in the long term.
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