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[bookmark: _Toc14379684]Executive Summary
This report aims to reshape Uniqlo's organizational strategy through a comprehensive strategic analysis of Uniqlo to meet growing customer expectations and ensure a sustainable competitive advantage.

The first section introduces the background of Uniqku and the definition of the word strategy.

The second section makes a strategic positioning of Uniqlo. For SWOT analysis, PESTEL analysis was used to analyze the macro and micro loops of Uniqlo. Porter’s five-force model was used to analyze the competitive environment of Uniqlo. The VRIO model was used to analyze the resources and capabilities of Uniqlo.

The third section proposes corresponding problems and solutions for the problem of UNIQ inventory in Section 2. The Ansoff matrix and strategy drift are used to provide theoretical support.

The fourth section focuses on the future strategic choices proposed in Section 3, and proposes a reasonable strategic implementation plan, action and post-assessment plan.

Finally, this report will present a reasonable strategic implementation plan for Uniqlo.






















[bookmark: _Toc14376987][bookmark: _Toc14379685]1.Introduction
[bookmark: _Toc14376988][bookmark: _Toc14379686]1.1 Background of Uniqlo
Headquartered in Yamaguchi, Japan, Uniqlo Co Ltd (Uniqlo) is a retailer of designing, manufacturing and selling clothing products. Uniqlo was established in 1984. It is now one of the world's leading apparel brands, with 2068 stores in 18 locations around the world (Uniqlo, 2019).  Uniqlo's international business is mainly concentrated in Asia, with 726 stores in China, Hong Kong and Taiwan, and 186 stores in Korea. Uniqlo has processing plants in China, Southeast Asia and other regions, majority of the products are produced in China. The company's product range is extremely wide, including cashmere sweaters, down jackets, jackets, overcoats, jeans, hats, pajamas and underwear. Therefore, the customer base is also very extensive, including men, women, children and the elderly. As of 2019, Uniqlo has 44,000 employees (MarketLine, 2019). The group's operations in different regions give it a competitive advantage in the industry and strong financial stability in long-term operations.

[bookmark: _Toc14376989][bookmark: _Toc14379687]1.2 Definition of Strategy
Because of the different understanding of the word, the definition of the strategy is different. Chandler (1962) pointed out that the definition of "strategy" is to determine the basic long-term goals and objectives of the enterprise, and to use action plans and resource allocation to achieve these goals. Porter (1996) argues that competitive strategies are different from other peers, which means choosing a range of activities to develop a “unique value portfolio.” He believes that by using this strategy, organizations can achieve their desired outcomes in a changing environment.

[bookmark: _Toc14376990][bookmark: _Toc14379688]2.Strategic position
Strategic position is the first step in studying a company's strategy. The purpose of this section is to systematically analyze the internal and external environment of Uniqlo and point out its existing deficiencies. 

[bookmark: _Toc14376991][bookmark: _Hlk14008130][bookmark: _Toc14379689]2.1 SWOT analysis

SWOT analysis is a commonly tool that is used to analyze the internal and external environment. It is a key step for strategic planning. A SWOT analysis is a compilation of a company's strengths, weaknesses, opportunities and threats (Schooley, 2019).
https://www.businessnewsdaily.com/4245-swot-analysis.html

As for Uniqlo’s strengths, there are mainly 2: strong financial performance and low cost. Uniqlo is one of the leading brands in the fast fashion. According to Uniqlo's website, Fast Retailing Co. Ltd., the firm that runs Uniqlo, surpassed The Gap in annual sales in August 2016 and had grown to become the third-largest apparel firm in the world, only after Inditex's Zara and H&M, with annual global sales of $17.31 billion (Uniqlo, 2018). Uniqlo’s annual revenue is growing every year, as the figure below shows:

Figure 1

Source: Annual Reports of Fast Retailing (2019); Uniqlo (2014-2018)

As can be seen from Figure 1, in 2018, Uniqlo's overseas annual revenue exceeded Japanese domestic sales for the first time. The increase in revenue was mainly attributable to the company's business growth in Southeast Asia, Asia and the United States. And UNIQLO's financial performance in recent years has been very strong, providing shareholders with higher returns and increased ability to allocate sufficient funds for future growth plans. In 2017, Uniqlo's revenue was 151.8 billion yen, an increase of 4.33% from the 144.5 billion yen in FY2016. In FY 2018, Uniqlo's total sales were 176.1 billion yen, an increase of 15.94% compared to 2017 (Uniqlo, 2018).

Uniqlo adopts the SPA model, which sells all internally designed goods in its own store. This one-stop service greatly reduces costs. Among consumers, Uniqlo has been recognized as a high-quality manufacturer offering the lowest price on the market (Shirai 2014). China was the main center for Uniqlo's production of clothing. However, with the increase in China's price and labor costs, in 2018, Uniqlo changed its factory in China to a lower-cost Ethiopian factory. Uniqlo believes this is the key to conquering the European market, using low labor costs to create export centers for the US and European markets closer to Ethiopia. Moreover, Ethiopian clothing exported to the United States does not require taxation, which also greatly reduces the cost of Uniqlo ( Yanai, 2019).

[bookmark: _Hlk14008169]The weaknesses of Uniqlo is mainly liquidity. Weakening liquidity position is an indication of the company’s decreasing ease in funding its day-to-day operations and future growth prospects. The company’s current ratio was 3.2 at the end of FY2018 as compared to the current of 3.5 in FY2017. Its current ratio was less than its major Japanese competitors Shimamura Co Ltd (5.7) and Honeys Co Ltd (3.8). The decrease in current ratio was due to 60.4% increase in total current liabilities from JPY311,421 million in FY2017 to JPY499,410 million in FY2018, due to increase in accounts payable (MarketLine, 2019). 

[bookmark: _Hlk14008179]As for opportunities of Uniqlo, there are mainly 2: Fast store expansions and Initiative towards digital consumer retail. Uniqlo continues to expand its international presence by opening new stores. In 2018, Uniqlo announced that it will open new stores in Delhi, Vietnam, Ho Chi Minh, Vietnam and Milan, Italy (Uniqlo Annual Report, 2018) The number of stores in Uniqlo at home and overseas is as follows:

Figure 2

Source: Uniqlo (2014-2018), The Economist.

As can be seen from Figure 2，In November 2016, the number of Uniqlo stores located overseas (958) exceeded the number of its domestic stores (846), and increase in 2017 and 2018, indicating that Uniqlo is developing overseas markets steadily.

In October 2018, Uniqlo signed a strategic cooperation agreement with material handling system company Daifuku Co Ltd to improve and strengthen the logistics department in Japan and internationally to realize warehouse automation. In September 2018, the company partnered with Google Cloud's Advanced Solutions Lab team to enable companies to analyze product trends and anticipate customer needs using image recognition and machine learning technologies. Both companies are committed to leveraging big data, including behavioral and external information, and customer feedback to analyze customer needs and turn them into products (Fast Retailing Co Ltd, 2018).

The threats of Uniqlo mainly come from the competitors. Due to the fierce competition in the casual wear market, Uniqlo faces a variety of strong competitors, so it is necessary to continuously introduce new products and open up new markets overseas to compete effectively. In Asia, including Japan, major retailers of European and American apparel such as ZARA, HM, and Forever 21 have fully entered the region with their business advantages. These competitors offer not only basic clothing, but also stylish styles. With the development of competitors, consumers have more choices. These factors will lead to fierce competition in the apparel industry. Uniqlo must constantly improve its products and balance its pricing strategy to stay ahead of the competition (Fast Retailor, 2019).

According to the analysis above, a vividly figure can be drawn as below:    

	Strengths:
Low cost
Strong financial performance

	Weakness:
Liquidity

	Opportunities:
Store expansions 
Initiative towards Digital Consumer Retail
	Threat:
Competition from global operators




[bookmark: _Toc14376992][bookmark: _Toc14379690]2.2 PESTEL analysis
A PESTEL analysis is a framework or tool used by marketers to analyse and monitor the macro-environmental (external marketing environment) factors that have an impact on an organisation. The result of which is used to identify threats and weaknesses which is used in a SWOT analysis.
https://www.professionalacademy.com/blogs-and-advice/marketing-theories---pestel-analysis

As for political factor, since all companies are required to comply with the law, all businesses operate under the supervision of laws and policies. Legislation affecting business activities to be developed should be considered.

As for economic, the performance of Uniqlo's global business is closely related to the global economy. China has experienced rapid economic growth in the past decade, and Uniqlo has seized the opportunity to open more than 600 stores in China, making China the largest overseas market (Fast Retailing, 2018). According to McKinsey's report, due to the development of the middle class in emerging countries, the global women's ready-to-wear market will grow by about 5% per year from now to 2025, 3% higher than the historical average, and emerging countries will now account for the entire market. Less than 40% of the proportion rose to more than half. Therefore, Uniqlo will pay more attention to markets in developing countries such as developing countries and Southeast Asia.

As for legal, Uniqlo focuses on the ethics and sustainability of its business and supply chain and is committed to building an ethical brand image. Legal compliance is very important and Uniqlo ensures that it complies with local laws in the local market (Murphy, 2018). Uniqlo provides employees with a comfortable working environment, the latest information technology and office equipment to improve employee productivity and provide different benefits to employees according to different national laws.

As for environmental factor, Uniqlo has been reducing environmental pollution in product design, production, logistics, sales and waste disposal. Uniqlo also announced that it will achieve zero-emission hazardous chemicals for all production processes by 2020. For a long time, the factory used irritating chemicals and multiple washes to fade dark cowboys. This process took a long time, and the discharged wastewater and chemical waste are very hazardous to the environment. UNIQLO's parent company, the American Denim R&D Center, promotes environmentally friendly methods and uses eco-washing materials and laser fading technology to create a more environmentally friendly way of producing jeans（Uniqlo, 2019）.
As for technical factor, global technology is exploding, and it can change at an ever-changing pace. From manufacturing, marketing, transportation, communications to other aspects of everyday business, all aspects are affected by technology. The use of big data has reached an unprecedented level. Without data and analysis, no business can make important decisions. For more than 20 years, Uniqlo has formed a vast database by collecting all sales data for each store. It monitors and analyzes sales data in real time to set production volumes, adjust marketing plans, respond quickly to customer needs, and better coordinate supply chain and logistics activities. Uniqlo's SPA management model enables store employees to track inventory and improve customer experience on other stores or websites (Fast retailing, 2018).

As for social factor, enterprises engaged in international operations must understand the local society and culture of the host country and integrate them with a respectful and inclusive attitude. The major obstacles common in international business activities and these obstacles are cultural differences, laws and regulations, languages, etc(Electronic World, 2018). Laws and regulations have fewer obstacles in Asia and other regions, but barriers in Europe, America and Japan are higher; price competition factors in Japan and Asia and other regions. The obstacles to the United States and Europe are relatively large. The differences in language, foreign exchange and time difference affect most countries and regions in the United States, Europe and Japan; other obstacles such as foreign exchange and time difference have relatively low impact on international business activities. Therefore, Uniqlo needs to pay attention to different social cultures when entering different overseas markets. 

According to the above analysis, it can be concluded that Uniqlo adheres to local regulations when entering the overseas market, and is committed to environmental protection and vigorously research and develop new fabrics. In general, macro opportunities outweigh challenges.

[bookmark: _Toc14376993][bookmark: _Toc14379691]2.3 Porter’s five forces analysis

Michael Porter (1979) proposed a five-force analysis framework to determine the level of market appeal. Porter's five-force model can be used to analyze the company's competitive environment and help to clarify industry weaknesses and strengths. It is often used to determine corporate strategy. Any change in power can affect a company's competitiveness. The five strengths are the bargaining power of the supplier, bargaining power of buyers, threat of new entrants and threat of substitutes and competitors. The relationship among them is as the figure below: 

[image: Porter's five forces model. The model shows five forces: entry barries, threat of substitutes, bargaining power of suppliers, bargaining power of buyers, industry rivalry.]


The first force is competitors of Uniqlo. The clothing industry has low barriers to entry and is not easy to form a monopoly. Therefore, competition among existing enterprises in the industry is fierce. According to Uniqlo's 2018 annual report, UNIQLO's group of fast fashion is the world's second largest apparel company after HM and ZARA. The main competitors of Uniqlo are HM, ZARA, GAP, forever 21 and other fast fashion companies. The competition in automobile market is very fierce.

The second force is Uniqlo’s consumers’ bargaining power. Customers have a direct impact on Uniqlo's sales revenue. Three external factors can be used to measure the bargaining power of consumers, which are low conversion costs, strong purchasing power and small purchases. Low conversion costs mean that customers are not expensive to buy other fast fashion, which is a powerful force for Uniqlo. In order to gain a price advantage, Uniqlo has adopted a basic and low-price strategy. On the other hand, people's living standards have developed and consumers' purchasing power is stronger than ever. To sum up this, three external factors reflect the buyer's moderate bargaining power.

The third force is bargaining power of suppliers. Uniqlo adopts the SPA model, that is, the whole process of product design, materials, manufacturing, logistics and sales is carried out by the company itself, and it has its own supply chain system, with its own suppliers, manufacturers and sellers (Yuen, 2014). The management of upstream and downstream enterprises has autonomy to better control costs and respond quickly to the market. The SPA model determines the low bargaining power of suppliers and buyers who cooperate with fast fashion apparel brands, but they are also mutually beneficial and win-win relationships.

The fourth force is the threat of substitutes. The substitution of clothing products is high, and there are many homogenous products in the market. The same affordable and durable small brands are slowly expanding into the market. If UNIQLO is slightly careless in maintaining quality or raising the price of goods, and the customer's brand loyalty is not enough, it is easy to choose cheaper goods to buy. Therefore, the threat of substitutes is high (Murphy, 2018).

The fifth force is the threats of new entrants. New entrants usually refer to the new brands that can influence Uniqlo, there are three external factors: brand development costs, operating costs and economies of scale. Due to the high cost of brand development, it is difficult for new entrants to win a strong brand of Uniqlo. However, the manufacturing cost of the garment industry is not high, which has become a breakthrough point for new entrants. As for economies of scale, compared with brands like Uniqlo, new entrants have certain difficulties in achieving economies of scale, and Uniqlo can benefit from economies of scale. Therefore, the power of new entrants is weak.

[bookmark: _Toc14376994][bookmark: _Toc14379692]2.4 VRIO analysis

The VRIO Framework was originally developed by Jay B Barney to assess the relative importance of resources to the company. VRIO represents the value of resources, the rarity of resources, and the imitation of risks and organizational capabilities. VRIO is a resource-centric strategic analysis tool. Through this analysis, UNIQLO leaders can use VRIO to build sustainable competitive advantage by better understanding the role of resources.

Uniqlo adopts the integrated operation mode of SPA industry chain. The independent operation covers all aspects from commodity planning and design to raw material procurement, quality management of production plants and terminal retailing, which greatly saves intermediate costs (Anwar, 2017). Although the SPA model is very valuable, it is also easy to imitate. ZARA, HM, GAP and other fast fashion stores have adopted the SPA mode too. Therefore, this can only be seen as a temporary competitive advantage. Uniqlo continues to develop highly functional fabrics in fabrics, and has developed more successful HEATTECH fabrics, polar fleece and AIRism underwear, using functional materials to develop UV-resistant tops and underwear that suppresses sweat, and to pay attention to new functional materials (Uniqlo, 2018), which is very rare and difficult to imitate, can be considered a sustainable competitive advantage. Preferential pricing strategies and market-oriented pricing are the two main pricing strategies used by Uniqlo. Pricing strategies are valuable, but they are not uncommon in marketing and are easily imitated. This ability can be seen as a temporary competitive advantage. As for the global and local presence, Uniqlo continued to open new stores in different countries and achieved certain results. However, its popularity in the international market still needs to be improved (Reference).


In summary, Uniqlo's temporary, competitive and sustainable competitive advantages are as follows:


	Resources and capabilities
	V (valuable or not)
	R     (rare or not)
	I (easy to imitate or not)
	O (organized to exploit)
	Impact on competitive advantages

	Fabric development technology
	Yes
	Yes
	No
	　
	Strong competitive advantage

	SPA model
	Yes
	No
	Yes
	　
	Sustainable competitive advantage

	price strategy
	Yes
	Yes
	Yes
	　
	　

	Talents attraction
	Yes
	No
	Yes
	　
	 Sustainable competitive advantage

	Global and local presence
	Yes
	No
	No
	　
	　



在您开始下一部分战略选择之前，请总结您从战略分析第一部分中发现的关键问题，问题或疑虑。

[bookmark: _Toc14376995][bookmark: _Toc14379693]3.Strategic choices
Strategic Choice is the key within the strategic planning process. Strategic selection involves the entire process of decision making and is a concrete step in the company's deployment of financial resources, human resources, production processes and sales channels（Hill,2015）. In short, strategic choices are decisions that determine the organization of future strategies.

[bookmark: _Toc14376996][bookmark: _Toc14379694]3.1Ansoff Matrix
Igor Ansoff（1957）proposed a strategic planning tool that helps companies develop future development strategies and achieve business growth.
[image: ]

[bookmark: 2_3][bookmark: sub298081_2_3][bookmark: 市场开发][bookmark: 2-3]Market penetration is to face existing customers with existing products, with the aim of increasing product market share. Manufacturers can use promotions, distribution, lower prices, improve service quality, and moderately improve products to change consumer habits and increase purchases. Market development strategies mean organizations are trying to develop new markets with their existing products and service. The product development strategy is to promote new products or related products to existing customers to increase sales of existing customers. The diversification strategy is to develop new markets with new products. This is the most risk strategy because the company's strategic experience is not necessarily useful in the face of a new environment.

From the perspective of product development, Uniqlo has distinctive features since its inception. The product positioning is different from fashion and strong personality, focusing on comfortable, suitable for all ages and workmanship. Aiming to meet the needs of most consumers. Uniqlo's vision is to create the basic clothing that everyone can wear at the lowest cost. From a market perspective, Uniqlo's target group has no age difference, no gender differences, and can respond to anyone with any status. It has a wider audience than the average clothing brand. Because the diversified marketing strategy is to provide new products for new markets, it is the most complex and risky strategy for Uniqlo. Therefore, this report mainly analysis the market penetration strategy and product extension strategy adopted by Uniqlo.

[bookmark: _Toc14376997][bookmark: _Toc14379695]3.1.1 Market penetration
In terms of market penetration, Uniqlo has adopted the following methods:
1. Adopt the infiltration pricing method. In order to attract consumers, Uniqlo quickly opened the market at a lower price and expanded its market share. Through this strategy, companies can effectively prevent other companies from entering the field while quickly occupying the market.
2. Uniqlo uses seasonal discounts and cash discounts to attract customers and process outdated products to ensure revenue.
3. Uniqlo's sales channels are mainly physical stores and official websites. In the largest overseas market, China also has a Taobao flagship store.
4. Advertising strategy: Advertising in brochures and magazines, malls set up large-scale brand logos outdoors, and raise awareness in consumers' minds.

[bookmark: _Toc14376998][bookmark: _Toc14379696]3.1.2 Market development
Today, Uniqlo has expanded its business to 17 regional markets around the world. In FY18, UNIQLO has more than 51% of its revenue from overseas markets outside Japan. However, in different countries, the customer's cultural preferences are different, so the image conveyed by the brand is not the same. For example, in the United States, people like street art, and Uniqlo combines some artists to design cross-border; in the UK, they combine local British culture to create a modern “Utopia”; in China, Uniqlo brings interesting things across China. In the Japanese, UNIQLO launched the service of the star for customers. In Germany, high-quality fabrics such as high-grade fabrics and cashmere sweaters, such as high-grade light down jackets, are favored by consumers, so UNIQLO focuses on Develop these styles.

[bookmark: _Toc14377000][bookmark: _Toc14379697]3.2 Strategic drift
Strategic drift is that when a business grows and develops with the influence of organizational culture and strategic guidance, however, it may fail to follow the changing environment. 
[image: ]
The strategic drift has four stages: incremental change, strategic drift, flux and transformational change or death(Sammut-Bonnici,2015). Phase 1 refers to that the business is keeping up with the environment with the existing successful strategy. For a successful business, the strategy remains largely unchanged or change incrementally with the feature of long continuity. The second phase strategic drift is that the business fails to keep up with the environment change. When it comes to the third phase, a period of flux, which may occur because that the performance of business declines, strategies lose the clear directions, the trend goes far away with the environment change, thus it’s difficult to reach a “right strategy”. The phase 4 is very typical, figuring out the right change direction or death. 

Uniqlo now are at the phase 2. However, to catch up with the environment change, strategies should be adjusted. Although, at this phase, there are no obvious drift, strategy adjustment is necessary to keep the business at right trend timely.

[bookmark: _Toc14376999][bookmark: _Toc14379698]3.3 Uniqlo’s existing strategy
你一直在解释事情。 请尝试并根据理论加入优衣库应该做的事情，而不是他们一直在做什么。 必须根据第一部分中的分析建议选择。 建议使用这些选项来解决分析中突出显示的问题。 在最后一部分中，建议实施此处推荐的这些选项。
[bookmark: _Toc14377001][bookmark: _Toc14379699]4. Implementation
In order to satisfy consumers, Uniqlo has continuously launched a series of cooperation with artists and designers in addition to the development of new fabrics. For example, the cooperation series with LOEWE creative director JW ANDERSON, Uniqlo U series creative director Christopher Lemaire's latest U series products, and its SPRZ NY line released new joint new products, etc., a series of cross-border cooperation triggered consumption (Chin, 2019). The consumer's perception of the brand has gradually broken the "basic" word. It is understood that the current frequency of cross-border cooperation between Uniqlo is much higher than that of competitors such as H&M. Uniqlo can maintain the frequency of cross-border cooperation and gradually change the inherent impression of the basics of Uniqlo.

In addition to continuing to expand physical stores, Uniqlo can gradually shift its focus to online, and reform its e-commerce business to meet consumer demand. In addition to third-party e-commerce platforms, Uniqlo can also use high-tech unmanned machines. Introduced with LED digital screens to physical stores to enhance the consumer's shopping experience (Uniqlo,2019).

As the speed of the global retail industry continues to accelerate, UNIQLO's excessive physical stores have become a burden to limit its development (Yang, 2018). Opening online stores and closing physical stores are also methods that Uniqlo can use. Uniqlo opened its official website flagship store in mainland China and UK, while closing physical stores in Japan, which can reduce costs and achieve financial sustainability.

Another approach that can be used to cut cost is that building a frugal style leadership. This ideal comes from the IKEA former leader Ingvar Kamprad. He is a typical lead-by-example leaders. His frugality spirit has penetrated and make a difference to his whole business, including the decision making, product direction and customer segmentation. Uniqlo can also build a thrift and diligent organizational culture to impact the business from culture aspect. Cost saving can be achieved in the process of the changing organizational culture.
[bookmark: _Toc14377002][bookmark: _Toc14379700]5.Conclusions
Uniqlo is a company that encourages innovation and change. Although it has no long history, it has firmly grasped the future trend. SWOT analysis shows that Uniqlo is a company with a long-term vision. It has made significant progress in technology, innovation, integration into the international community and environmental protection. The PESTLE analysis shows the UNIQLO's macro environment, where economics, society, technology and law are more opportunities than challenges. Porter's five-force analysis shows that in the apparel industry, the threat of new entrants and the bargaining power of suppliers are weak, which is beneficial to the development of Uniqlo. However, there are still some obstacles to the development of Uniqlo, such as high debt and high cost research and development. Even though there are obstacles, Uniqlo is still making steady progress. VRIO analyzed the capabilities and resources of Uniqlo. The results show that fabric innovation is a sustainable competitive advantage for Uniqlo, but Uniqlo is also in urgent need of expanding its reputation in the international market. Moreover, Uniqlo has established a low-price image among consumers and cannot rush to raise prices. Therefore, Uniqlo must continue to reduce costs.
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UNIQLO annual revenue in 2014-2018 
(unit: 100 million yen)

Uniqlo(Japan）	
2014	2015	2016	2017	2018	7156	7801	7998	8107	8647	Uniqlo(overseas)	
2014	2015	2016	2017	2018	4136	6036	6554	7081	8963	



Uniqlo Stores

Uniqlo Japan	
2014	2015	2016	2017	2018	852	841	837	831	827	Uniqlo Overseas	
2014	2015	2016	2017	2018	633	798	958	1089	1241	
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