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[bookmark: _Toc90122105]Executive Summary 

This study looks at Unilever and the challenges they faced as a multinational company in a global environment. It includes a PESTEL analysis, through which we found that Unilever is an adaptable and well-run organisation. They recently changed their corporate structure in order to remain competitive. Our PESTEL revealed that Unilever are strong and resilient in their sustainability goals and their legal structure in a global environment. However, nations are redefining their relationship with globalisation and increased protectionism. Furthermore, COVID-19 has presented a challenging outlook in the short term, including rising costs and reduced incomes for consumers and Unilever. These factors indicate that Unilever will need to pay particular attention to their microeconomic decision-making. Also, the pandemic has accelerated Unilever’s digital transformation in an environment where there is an increase in cyberattacks. 
As a result, this paper recommends that Unilever do the following: 
· Conduct a price elasticity study on their products in their strategic growth areas.
· Consider developing value brands for price-elastic products utilising the product possibility curve. 
· Develop robust cybersecurity protocols to ensure Unilever is resilient in the face of increasing cyberattacks. 
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[bookmark: _Toc90122106]1. Introduction 

Unilever is a global organisation. According to their website (Unilever, 2021), they employ 149,000 people, with 400 brands in their portfolio and a presence in 190 countries. A company like Unilever operates on an international level and, as a result, have an extra level of complexity that needs consideration. Griffin and Pustay (2020, p.32) rightly highlight some variables they must remember while operating internationally. These variables include differing currencies, legal systems, cultures, and resources. Furthermore, Bláhová et al. (2019, p.307) points out the growing recognition of the fact that international markets and environments change rapidly. The COVID-19 pandemic is an example of how businesses need to change at a rapid pace. Priyono (2020, p.104) acknowledged that businesses needed to undergo digital transformation within days; otherwise, their ability to be competitive would continue to decrease. Therefore, taking everything together, this paper will seek to provide a critical analysis of the global environment in which Unilever operates. We will conduct a PESTEL and also explore the possible opportunities and their potential impact through the prism of microeconomic decision making. This process will form the basis of our conclusion and recommendations. 
[bookmark: _Toc90122107]Unilever Plc. 
Unilever really came to prominence selling soap (Unilever, 2021). Now, they are a multinational company, with Pant and Ramachandran (2017, p.670) observed Unilever reporting a turnover of $53bn, with 58% coming from emerging markets. Their recent annual reports (2020, p.3) describe how they are structured in order to serve their markets. They have three divisions: beauty and personal care, food and refreshments and home care. It is further explained that this decision was made in response to the coronavirus pandemic. 
Unilever restructured with a single corporate parent and boosted their liquidity by centralising their corporate assets. Unilever seem to be emerging from the pandemic, as Elder (2021) reported Unilever’s intention to resume their growth targets. With the size of Unilever as a multinational company and their ambition to grow, this paper believes that having a comprehensive understanding of the macro and microenvironment will put Unilever in the best position as they continue to grow. Unilever operate across national borders; as a result, they are impacted by a variety of factors that will be different in different areas. Morrison (2020, p.22) explains that one tool that is used to understand Unilever’s business environment is the PESTEL analysis tool. This is the tool we will use to help us understand the environmental factors. 
[bookmark: _Toc90122108]PESTEL Analysis 
A PESTEL analysis is a tool that focuses on six environmental factors that could impact a business. It is an acronym that stands for political, economic, sociocultural, technological, environmental and legal (Johnson et al., 2017, p.34). We will take each in turn. 
[bookmark: _Toc90122109]Political 
Any multinational company (MNC) like Unilever would need to consider the political environments in which they operate. Ofori and Sarpong (2020, p.1) document that political stability can have a major impact on a business and its operations. They go on to give an example of US–Russia tensions and how that can have a potentially destabilising impact on businesses. Unilever’s countries of trade do not appear in their annual report; however, the names are listed on their website (Unilever, 2021). It is clear that Unilever have a presence in all major economies globally. Therefore, it is important to understand how the political environment will impact their strategic objectives. Consequently, in this section, we will assess the political climate and how it impacts Unilever. Morrison (2020, p.162) provides key considerations that will guide our approach. These considerations will include organisational structure, political stability, globalisation, nationalism and trade. 
Before we can understand how varying political systems can impact Unilever, it is important to understand how Unilever’s structure is set up to deliver value to their stakeholders on a global level. Mees-Buss, Welch and Westney (2019, p.1514) highlight how Unilever exemplified a transnational company operating with two corporate parents. In Unilever’s case, one was headquartered in the UK, while the other was headquartered in the Netherlands. As such, there was a large amount of autonomy among Unilever’s subsidiaries (Mees-Buss, Welch and Westney, 2019, p.1521). According to Johnson et al. (2017, p.286–287), this closely resembles a multi-domestic strategy which allows an organisation to be responsive to local needs, and it is common in food and consumer product industries. 
However, Unilever (2020) announced that they were restructuring to focus more on a global strategy. They now have one parent company rather than two and have centralised their decision-making process to give greater opportunities to grow. Mees-Buss, Welch and Westney (2019, p.1526) gave Dove as an example of their transnational strategy. The level of autonomy given to local subsidiaries meant there could be eight different products and an equal number of marketing and distribution strategies: this reduced Unilever’s flexibility and increased costs and Unilever's ability to create economies of scale. 
This is insightful for our political analysis because this structuring can allow Unilever to assess the political landscape and how they can make the right choices for growth. Based on what we know so far, Unilever operates in a wide range of countries and have restructured in order to pursue a global strategy. Furthermore, Unilever’s annual report (2020, p.12–13) suggests they acquire raw materials and have a combination of third-party and Unilever-owned manufacturing plants. The final products are sent to third-party logistics companies, which deliver them to retail shops. This creates a complex set of relationships that have to operate in varying political environments, which can have its advantages: for example, with the rapid development in technology, economies and knowledge, globalisation has taken place. This provides greater opportunities for Unilever to leverage resources that allow them to scale efficiently (Yeganeh, 2020, p.163).
This has led to the rise in free trade, where barriers are reduced and there is an increase in growth and productivity, and requires greater integration between political entities. Begg and Ware (2019, p.313) highlight the EU as an example. Their greatest strength is the diverse states and level of integration which allows for healthy competition. The EU as a block has a similar population to the United States but still is behind them in terms of GDP, while they are less populated than China but have an equivalent GDP. As a result, you can see the benefits Unilever could have operating in a highly globalised world. However, globalisation can also present problems for Unilever: for example, Clausing (2019, p.2) highlights how globalisation has contributed to rising inequality and wage stagnation. This has made certain segments of society feel left behind. As a result, political leaders have reacted to a growing wave of protectionism. In America, President Trump’s ‘America First’ policy was designed to speak to those in America who had been negatively impacted by globalisation and free trade. This in part led to a trade war with China, but results show that increasing tariffs also raised taxes for this country (Mao & Görg, 2020, p.1776). This would have implications for Unilever, who are trying to operate in markets such as China and the US. An additional example is the United Kingdom’s exit from the EU. Latorre et al. (2020, p.24) highlight Britain’s difficulty with trade and foreign direct investment (FDI). Considering Unilever’s strategy involves FDI and now one corporate parent, the political landscape has shifted dramatically.
Unilever’s new legal structure and their international strategy mean they are better able to assess their competitive position in the market. However, based on rising nationalism and new relationships with trade and globalisation, they still need to understand how best to approach certain regions and not abandon localisation altogether. Gupta (2017, p.4) suggests that multinationals can still utilise localisation in their new structure by providing jobs and increasing wages in those markets.For example, Jawa (2021) states that in China, they employ 99% of local talent, providing jobs for local people. 
[bookmark: _Toc90122110]Economic 
Sloman et al. (2019, p.499) explains that it is important to look at a business as it relates to the macroeconomic environment, which can be described as a combination of economic activities that are measured over a set period. The Office of National Statistics (2021) uses a combination of measures in order to give a broad understanding of the health of an economy. Those measures include the gross domestic product (GDP), employment, inflation and population. Nakamura and Steinsson (2018, p.60) state the importance of these numbers as they impact government policy, which in turn would impact business operations. For example, Unilever’s Annual Report (2020, p.117) highlighted that Argentina was declared a hyperinflationary economy in 2018. As a result, adjustments to accounts impacted by the Peso were needed. They reported a €68m reduction in total assets, turnover was reduced by €58m, and operating profit was reduced by €28m, impacting their financial health and forecasting for the upcoming year. Thus, we will look at how the traditional macroeconomic environment will impact Unilever and also assess their limitations. 
[image: ]COVID-19 is a major disruptor to business, and for Unilever, this is no different. Hayakawa and Mukunoki (2021, p.154) demonstrate how COVID-19 disrupted supply chains as businesses weren’t optimised for the effects of the pandemicTherefore, looking at the economic impact of COVID-19 and the global outlook for the immediate future are important for Unilever. Their annual reports (2020, p.6) highlighted not only the human cost to the global organisation but also but a loss in turnover of around €1.7bn. 
The OECD’s (2021, p.2) latest report on the global economic outlook is ‘cautiously optimistic’ while they accept that the world is becoming resilient in the midst of a pandemic. They suggest that the recovery is unbalanced, with some countries struggling with labour shortages, longer inflation pressures, and struggling GDP growth. Table 1.1 gives a breakdown of its economic outlook split into the main economic regions. For example, GDP growth is projected to produce strong numbers in China, but Japan’s GDP will only hit 1.1% in 2023. We can also compare these global figures with national figures. As Unilever’s parent company is in the UK, it would be important to see how the UK economic outlook is being forecasted. KPMG (2021) has revised down the UK’s GDP growth due to supply chain issues causing weaker output, plus the rise of COVID’s Omicron variant. KPMG believe 2023 will only see a 2.2% increase in the UK’s output. Additionally, according to HM Revenues and Customs (2021), the UK government is seeking to raise national insurance by 1.25%. 
Taken together with Saunders’ (2021) inflation outlook for Bank of England, he believes that interest rates will have to rise to control rising inflation. For Unilever, this means the economic outlook in the immediate future is going to be challenging. With increased taxes, inflation, and interest rates, there will be less income for the population to spend on Unilever products. Galí (2018, p.87) reminds us that during recessions, government policy should orient towards stimulating the economy. Restricting spending hurts the economy. On the other hand, increased spending increases inflation, which could lead in its worst-case scenario to hyperinflation. This means economies like the UK have to balance stimulating the economy and controlling inflation. Unilever will need to ensure that it is aware of and understands the variability within the economy and how this will impact its revenues, cost, and working capital (Bekaert and Hodrick, 2018, p.793).
However, there is growing resistance to the traditional economic indicators and their limitations. As an example, Raworth (2017, p.32) suggests that metrics such as GDP say nothing about human well-being or the ecological impact of our output. She suggests a new model of economics with less emphasis on GDP and more on balance and sustainability. This is a good start; however, there are still some points of this model that would need to be clarified. Schokkaert (2019, p.131), for example, asks which well-being metric would be most appropriate in this system. While Unilever have robust corporate social responsibility goals as outlined in their annual report, they still operate in a system that doesn’t have a holistic outlook on economic goals. As a result, they would need to assess if their corporate structure and subsidiaries are optimised for resilience in the face of challenging economic forecasts. 
[bookmark: _Toc90122111]Sociocultural
As mentioned previously, Unilever (2020, p.2) have around 149,000 employees in over 190 countries. Inevitably, they will have to deal with cultural and social differences among not only their employees but also their partners, customers and other stakeholders. Griffin and Pustay (2021, p.106) believe that culture is a ‘collection of values, beliefs, behaviours, customs and attitudes that distinguishes one society from another’. Additionally, you can find cultures and social cohesion in society, organisations, groups and communities. It is important for Unilever to understand the local variations in values and attitudes as they consider new markets or management principles. In this section, we will look at social and cultural dynamics and also how attitudes in major markets might be changing. This analysis will allow Unilever to understand their current position and where they may need to change in the future. 
[image: ]One of Unilever’s key strategic objectives is to build scale in the USA, India and China. All are extremely different markets, and Unilever will need to be aware of the cultural influences. This also includes the USA, where it is easy to assume that since it is a country similar to the UK and the Netherlands, market entry would be easy.However, Yoder (2016, p.233) uses Tesco as an example of how misunderstanding the culture in America can lead to failure. Tesco opened a chain of Fresh n Easy stores but soon had to exit the market. It was widely believed that the main reason was that they misunderstood American consumer shopping habits. 
Table 1
Kristjansdottir et al. (2017, p.5794) highlight the importance of Hofstede’s work on cultural dimensions. Hofstede developed five dimensions that would allow others to understand the cultural differences between societies. They include avoidance/uncertainty, power distance, individualism, masculinity and long-term orientation. It is important to note that there has been a lot of discussion on Hofstede’s work, and there isn’t a consensus on the terms. Yet, it provides a good baseline from which we can operate (Morrison, 2020, p.88). Using Hofstede’s cultural dimensions, we can compare and contrast the USA, China and India.
From the results of Hofstede’s (2021) country comparison, we can see the diversity of each country. The two categories where the scores are similar are masculinity and avoidance/uncertainty categories. Generally speaking, in the masculinity category, all three countries are driven by competition, achievement and success. Moreover, in the avoidance/uncertainty category, all countries have a low score, which means they do not believe the future can be controlled and are not threatened by ambiguous situations. In the other categories, the USA is the only individualistic country, with both India and China showing low levels of individualistic culture.  
Furthermore, China and India have high levels of power distance, meaning they expect inequality in power relationships. The USA is low in power distance, which means there is a basic premise that all people should have equal power. They do not easily accept influence or power from others but rather exercise their own agency. Also, in long-term orientation, China scores exceptionally high, indicating a desire to deal with the situation in front of them and not being easily hindered by tradition. Meanwhile, the United States scores low on long-term orientation. This does not mean that the US is not practical, but rather, according to the country comparison, they have strong feelings about good and evil and like to analyse new information before acting on it. For Unilever, who would like to grow in China and India, they need to build locally around decision makers. Challenge isn’t something that will be accepted (Oruh & Dibia, 2020, p.1382). Additionally, Mintu-Wimsatt and Gassenheimer (2000, p.2) suggest that, unlike in the United States, managing and operating in China and India will require Unilever to understand what is not said as much as what is said. As based on their profiles, they are high context cultures. Jawa (2021) has shown Unilever is sensitive to these issues in China, so replicating that sensitivity in other regions shouldn’t be a problem. 
[bookmark: _Toc90122112]Technological 
COVID-19 has forced many changes in society, and one of those changes is the need for digital transformation (George, G. et al. 2020, p.1754). This is also true for Unilever. In their annual report (2020, p.6), it is mentioned that the pandemic has raised their urgency for digital transformation. There was a 61% increase in ecommerce sales, and they believe this trend will continue. As a result, Unilever needs to understand how the digital landscape is changing and adapt to the growing trends. Griffin and Pustay (2020, p.94) highlight each country’s natural advantages as being a key factor in international business. For example, countries with fertile ground would have strengths in agriculture. In the same way, countries that invest in their infrastructure and communications provide a strong base for technological investment. Alternatively, investing in knowledge and skills so that a technological base can be developed is another way of surveying potential investments in technology. In this section, we will look at the technological environment and some considerations and how Unilever is positioned to develop their digital transformation strategy. 
The increased urgency for digital transformation also presents risks for a multinational company like Unilever. Richard Moore (SIS, 2021), who is the chief of the UK’s Secret Intelligence Service, gave an unprecedented speech about the cybersecurity threats from China, Russia and Iran. He believes that these threats do not just target state systems but also organisations such as Unilever that have a global presence. As Unilever expand their ecommerce operations, they will need to invest in their security protocols. Pernice (2018, p.139) advises businesses to incorporate alert systems and security protocols in their product design. They would also need to pay close attention to artificial intelligence and the rise of quantum computing. Furthermore, Cunningham and Head (2021, p.13) argue that cybersecurity readiness is also a business value. Unilever’s ability to protect their intellectual property will give them the ability to achieve their strategic goals, providing them with an advantage over other organisations. 
We know from Unilever’s annual report (2020) that they are investing in their ecommerce platforms, most recently in Indonesia and India. We also concede that there is little published information on their cybersecurity protocols. However, as they invest in and expand their digital operations, it will invite more risk, and as such, the investment must include a cybersecurity strategy. 
[bookmark: _Toc90122113]Ecological 
Climate change is one of the biggest threats in the modern age. Robertson (2021, p.104) highlighted that if no action was taken against climate change globally, it would result in the extinction of animal groups, increased food insecurity, and a significant change in the way we live our lives. As a result, society, businesses and governments have become more conscious of the need to do something to control carbon emissions (Morrison, 2020, p.363). When it comes to international businesses like Unilever, working across borders while managing their social responsibilities, they would need to think about their operations, compliance and performance. Following this, most organisations take one of four approaches: obstructionist – doing as little as possible; defensive – doing the absolute minimum; accommodative – doing slightly more than the legal requirement; and proactive – the going above and beyond what is needed in terms of social responsibility (Griffin and Pustay, 2020, p.156). In this section, we will analyse the ecological environment and Unilever’s position within it. Recently, the UN climate change conference, titled COP26, was hosted in the UK. This is designed to be a global collaborative effort to reduce the effects of climate change. As a result of the climate change negotiations, a few objectives were agreed to, including net zero emission targets, financing agreements for adaption strategies, and a Paris Agreement rulebook to standardised reporting for emissions (UK Government, 2021, p.5). This will mean Unilever will have to ensure it is operating within the evolving framework. In Unilever’s Annual report (2020, p.28), we are reminded that Unilever has a long-term commitment to operate a business that does not harm the environment. However, Unilever concedes that ‘doing more of the same’ will not bring the world in line with the Paris Agreement. This statement suggests that Unilever is a proactive organisation that wants to go above and beyond to protect the planet while operating a profitable business. With COP26 this year challenging businesses to be proactive in tackling climate change, this puts them on the right path. The annual report states that they aim to hit net zero emissions by 2029 by removing carbon from their operations and supply chains. They are also working to reduce plastics, protect nature and water, and raise living standards. Unilever is well placed to operate in a new world where climate change is a global priority. In the meantime, Unilever may need to do some adaptions to standardise with frameworks such as the Paris Agreement rulebook. The disruption seems to be minimal as sustainability has been embedded in their culture. 
[bookmark: _Toc90122114]Legal

According to Morrison (2020, p. 225), a legal framework with robust regulations allows a level of stability and certainty for business to take place. This is well defined on the national level, but it is becoming more important on the international stage as well.  For multinational organisations like Unilever, cross-border transactions have created a discussion about international law and global regulations. It is important to note that there aren’t enforced global regulations, meaning that all international law requires the cooperation of each sovereign state. A country that decides not to comply with international rules may make it difficult for Unilever to do business with any certainty in that area. There are voluntary frameworks that organisations can join, like the UN Global Compact (UNGC). The UNGC is a global framework based on ten principles that organisations can sign up to in order to help provide transparency and stability (UN Global Compact, 2021). Unilever has been a member of the UNGC since 2000 and has consistently reported on their goals. According to their 2021 Communication on Progress report, they have renewed their commitment to the ten principles and are working to improve in the areas of human rights, labour, environment and anti-corruption. This presents a strong international framework for them to operate from. 
However, Barrese et al. (2020, p. 209) identity the weakness of being a voluntary system. The barriers to entry are low, and with no enforcement protocols, it is difficult for the UNGC to have any real benefit unless it is a system that all organisations have to buy in to. This of course is easier said than done. 
Overall, our PESTEL analysis shows that Unilever are well placed within this global environment. Navigating major global shifts, such as COVID-19, Brexit and America’s protectionism, has been a challenge. Yet, they are in a position to develop their growth strategies, especially in America, China and India. In doing so, there are a few key points that Unilever would need to consider. 
While they are well-positioned within the changing world as regards sustainability and their legal frameworks, they should study the world’s changing relationship with globalisation. It is too early to say if globalisation has ended, but the relationship with globalisation is changing. As such, they will need to pay close attention to how political entities redefine their position towards globalisation. Furthermore, COVID-19 has accelerated the digital transformation revolution. However, with that comes the risk of cyber terrorism. As a result, Unilever will need to ensure they have a robust cybersecurity system. Finally, the short-term economic outlook is forecasted to be challenging. Unilever will need to think about how they operate with maximum efficiency so that they can continue to navigate those challenges. In the next section, we analyse some of the microeconomic decisions Unilever could make in light of our PESTEL analysis. 
[bookmark: _Toc90122115]Unilever Microeconomic Analysis 
Based on our PESTEL analysis, there are a few assumptions that we can make based on economic theory and, as a result, orient Unilever into a position where they can maintain their competitive advantage. Solman et al. (2019, p.88) help us to understand that economic thinking is all about the choices we make with the limited resources at our disposal. Consequently, this paper is going to look closer at what our PESTEL analysis means for Unilever in terms of the choices they will have to make. 
Our PESTEL recognises a changing relationship with globalisation, as well as trade agreements. Fajgelbaum et al. (2020, p.2) inform us that nationalism leads to protectionist policies, and Beggs and Ward (2019, p.309) remind us that protectionism can protect certain industries and allow them to flourish. 
However, (Pettinger, 2021, p.134) suggests that protectionism in general raises prices for consumers and is not effective as a long-term strategy. 
This is important to note because it impacts the laws of supply and demand. Buechner (2018, p.76) comments on this, highlighting that as prices increases, so will supply. Although, as price increases, so will demand. 
Keeping this in mind, we can also look at our economic analysis and recognise that due to the global pandemic in the short term, there is going to be an increase in inflation and possibly interest rates to control that inflation. As a result, fiscal policy all points to increases prices in the global economy in the short term. With that being the case, we assume by using the laws of supply and demand that these drivers will force behaviour changes. Beggs and Ward (2019, pp.36–37) identify four drivers of demand: price of substitutes, consumer income, tastes and preferences, and price expectations. 
Unilever may need to look at the price elasticity of its brands. If major products are price elastic, it means that as the cost and prices of a product rise, demand will go down. Consumers may switch to a competitor or an alternative. Hökelekli et al. (2017, p.11) have already shown how discount stores have rivalled traditional supermarkets based on a cost leadership strategy. Since retailers are a major channel for Unilever, a drop in price may see consumers switching from Unilever branded goods to private labelled goods. In addition to a price elasticity analysis, Beggs and Ward (2019, p.42) believe that having a discount labelled product line could persuade consumers to switch to their value line rather than switching brands altogether. As a result, Unilever may need to analyse its current production possibility curves, which is simply an answer to the question ‘What is the right mix of products that would provide the most profit?’ (Sloman et al., 2019, p.19). The production possibility curve works on the assumption that if I intend to make more of one product, I will have to give up making some of another product. In Unilever’s case, if they want to develop a value product line, it may mean giving up some part of their premium product line. With the current capabilities, this is another analysis they will have to consider. To that consideration, they can also attach strategic investments that could push the possibility curve out. 
Finally, Unilever should prioritise these assessments in the areas where they want to grow strategically, mainly the USA, China and India. Creating an action plan to adapt to the growing challenges in those areas would mean they would be able to thrive in challenging and changing times. 
[bookmark: _Toc90122116]Conclusion 
Unilever are a multinational company operating in a global environment; as such, they face ever-changing global challenges. Therefore, this report conducted a PESTEL analysis and analysed them through the prism of potential microeconomic decisions they may have to make. They are a well-run organisation that can adapt and change. They recently changed their corporate structure so that they could be more competitive in their industries. As a result, we have recognised their strengths in their sustainability goals and their legal frameworks. However, there are areas that we highlighted that require their attention. The political climate is volatile at the moment, and the process of redefining the relationship with globalisation and the rise of protectionism could mean rising costs for Unilever and their consumers. Additionally, the economic outlook is challenging, at least in the short term, and macro forces and fiscal policies could lead to reduced wages and rising costs. 
We recognised that this would mean Unilever would need to assess the impact on their supply and demand. Also, potential solutions would need to be analysed through understanding the possibility curve for their products, and they should prioritise these studies in their stated strategic growth areas: the USA, China and India. 
Finally, digital transformation means increased risk to their cybersecurity. Unilever would need to ensure any digital transformation has robust cybersecurity protocols. 
[bookmark: _Toc90122117]Recommendations 
In light of our analysis, we put forward the following recommendations:

· Conduct a price elasticity study for their products with special emphasis on the USA, China and India. 
· For products identified as elastic, consider developing a value range based on analysis from a production possibility curve. 
· Invest in robust cybersecurity to ensure business continuity when facing threats of cyberterrorism and hacking.
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