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1. Introduction
Unilever is one of the largest companies in the fast-moving consumer goods (FMCG) industry, operating in more than 190 countries. The company offers a wide range of products, including food, personal care and home care items, with well-known brands such as Dove, Persil and Ben & Jerry’s. Because of its global presence, Unilever is highly influenced by external factors that affect how it operates and competes in different markets.
This report analyses Unilever’s external environment using the PESTEL framework. This model examines Political, Economic, Social, Technological, Legal and Environmental factors that influence business performance. The aim is to provide an evidence-based analysis of how these factors impact Unilever’s strategy, while also identifying both opportunities and challenges.

2. PESTEL Analysis
2.1 Political Factors
Political factors have a strong impact on Unilever due to its global operations. Trade policies and regulations, especially after Brexit, have made cross-border trade more complex and costly (BBC News, 2024). This affects supply chains by increasing delays and administrative requirements.
In addition, political instability in some regions creates uncertainty. Changes in government or geopolitical tensions can disrupt operations or force companies to leave certain markets. This makes long-term planning more difficult.
However, stricter government policies on sustainability can also create opportunities. Regulations aimed at reducing plastic waste encourage companies to innovate in packaging and production. For Unilever, this can improve its brand image and attract environmentally conscious consumers.
The negative side is that political factors create both risks and opportunities, requiring Unilever to remain flexible and responsive.

2.2 Economic Factors
Economic conditions are one of the most important influences on Unilever. High inflation has increased the cost of raw materials, energy and transportation (BBC News, 2024). This reduces profit margins and puts pressure on pricing strategies.
At the same time, consumers are becoming more price-sensitive due to lower purchasing power. This can reduce demand for certain products, especially premium items. As a result, Unilever may need to adjust its pricing or offer more affordable alternatives.
On the positive side, economic challenges can drive innovation. For example, the company can introduce smaller packaging or budget-friendly product lines to maintain sales. This shows that difficult economic conditions can also create opportunities for adaptation.
Unilever its forced by economic factors  to balance cost management with maintaining customer demand.

2.3 Social Factors
Social trends play a major role in shaping consumer behaviour. There is increasing demand for sustainable and ethically produced goods, as consumers are more aware of environmental and social issues. Studies show that consumers are more likely to trust and support brands that reflect their values (Deloitte, 2024).
Unilever has responded by focusing on sustainability and promoting responsible sourcing. This helps build customer loyalty and strengthens its brand reputation.
However, these expectations also create pressure. Meeting ethical standards often increases costs, and failure to meet them can damage the company’s image.
In addition, population growth in developing markets presents opportunities for expansion. These regions offer increased demand and long-term growth potential.
Nevertheless, social factors influence both brand perception and operational costs.

2.4 Technological Factors
Technological developments have changed how Unilever operates and communicates with consumers. The rise of e-commerce and digital platforms has made online shopping more common, changing purchasing behaviour.
Unilever invests in digital marketing and data analytics to better understand customer preferences (Kotler and Keller, 2016). This allows for more personalised campaigns, which improves engagement and customer satisfaction.
Technology also improves efficiency in supply chains through automation, reducing costs and increasing productivity. This gives the company a competitive advantage.
However , ongoing investment is necessary to stay up with the quick changes in technology which might rise expenses .
All things considered, technology offers tremendous growth potential but also necessitates constant adaptation.
2.5 Legal Factors
Legal factors are important for Unilever, as it must comply with regulations in multiple countries. Laws related to product safety, advertising and environmental protection require companies to meet strict standards.
Failure to comply can result in fines and reputational damage, which can affect long-term performance. This makes legal compliance essential.
At the same time, strong legal frameworks can increase consumer trust. Customers are more confident in buying products from companies that follow regulations.
However, these specifications may result in higher expenses, particularly in areas such as packaging and labelling.
In general, legal consideration present Unilever with both advantages and disadvantages .

2.6 Environmental Factors
Environmental factors are becoming increasingly important for Unilever. Climate change, pollution and resource scarcity all affect production and supply chains.
Research shows that sustainability is now a key factor in consumer decision-making (McKinsey, 2023). This encourages companies to adopt environmentally friendly practices.
Unilever has taken steps to reduce its carbon footprint and improve sustainable sourcing. This strengthens its brand image and attracts environmentally conscious consumers.
However, sustainability initiatives often involve higher costs, which can reduce profit margins and make it harder to compete with cheaper brands.
Overall, environmental factors present both opportunities for differentiation and challenges related to cost.

3. Critical Analysis and Evaluation
The PESTEL analysis shows that Unilever operates in a complex and dynamic environment. Among all factors, environmental and economic pressures have the greatest impact.
Sustainability is becoming increasingly important, providing opportunities to improve brand reputation and customer loyalty. However, it also increases production costs, creating a challenge when competing with low-cost alternatives. This highlights a key trade-off between sustainability and profitability.
Economic factors such as inflation further increase this pressure by reducing consumer purchasing power. This limits the company’s ability to increase prices, making cost management more difficult.
Technological advancements offer solutions by improving efficiency and enabling better customer engagement. However, they require continuous investment.
Political and legal factors add another layer of complexity by introducing uncertainty and regulatory requirements.
Ultimately , Unilever`s success hinges on its capacity to manage these conflict demands while adjusting to outside developments.
4. Conclusion and Recommendations
In conclusion, Unilever operates in a challenging external environment influenced by multiple PESTEL factors. Among these, economic and environmental factors have the strongest impact on its strategy.
To remain competitive, Unilever should:
· Continue investing in sustainability to meet consumer expectations
· Strengthen digital marketing and data analytics capabilities
· Adopt flexible pricing strategies during economic uncertainty
· Expand into emerging markets for future growth
By effectively responding to these factors, Unilever can maintain its competitive position and achieve long-term success.
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