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[bookmark: _Toc225131309]Executive Summary
This paper analysed Unilever’s strategic position in the FMCG industry. It was found that, despite being one of the leading firms in the industry, Unilever is safe from the external environmental risks, like shifting demand and stricter regulations. Nonetheless, its many strengths and weaknesses can be used to capitalise on opportunities and mitigate threats, such as using acquisition capability to acquire sustainable start-ups and using unused innovation to develop healthier products. Unilever also need to shift focus from cost-cutting and price wars to differentiate its products for long-term sustainable advantage. Lastly, Unilever should prioritise plastic management and living wage issues to compete sustainably.

[bookmark: _Toc225131310]1.0 Introduction
[bookmark: _Toc225131311]1.1 Overview
Headquartered in the UK, Unilever has been among the leading organisations operating in the fast-moving consumer goods (FMCG) industry since 1926. It maintains operations in over 190 nations, offering over 400 brands under four major business groups: foods, home care, personal care, beauty and wellbeing (Unilever, 2026a; Unilever, 2026b). Some of its best-known brands in Britain are Ben & Jerry's, Dove, Persil and Knorr (Figure 1). 
[bookmark: _Toc225131312]1.2 Strategic Analysis Relevance
Unilever’s global presence and diverse business groups enhance its vulnerability to external environmental changes, which require a response from its internal resources and capabilities. Hence, a time-to-time environmental analysis is essential. Besides, the consumer goods market is evidencing a shift in demand towards more sustainably and ethically produced products (Consumer Goods & FMCG, 2026). Hence, a need to embed sustainability more strongly in corporate strategy arises for Unilever to compete better.
[bookmark: _Toc225131313]1.3 Key Economic and Strategic Challenges
Economically, Unilever is facing increased input costs amid global inflationary pressures, disrupted supply chain and business operations amid heightened geopolitical tensions, and liquidity risk amid foreign exchange volatility/ price controls in emerging markets (Unilever, 2025). Strategically, high competition and rising pressure for sustainable and ethical operations remain challenging.

[image: ]
Figure 1: Unilever’s Famous Brands; (BBC, 2017)

[bookmark: _Toc225131314]2.0 External Analysis
[bookmark: _Toc225131315]2.1 PESTLE Analysis
Heightening geopolitical tensions, tariff impositions and crude oil price hikes (Appendix 1), pose the highest risk as they can delay shipments and increase manufacturing, transportation and packaging costs for Unilever. These disruptions induce a double-fold impact, given that inflation has already reduced purchasing power and increased prices, causing a demand slowdown (BCG, 2026; SkyQuest, 2025). Nevertheless, emerging market middle-class income growth, coupled with rising demand for healthy, sustainable and convenient products (Appendix 1), presents an opportunity for Unilever to update its product offerings, thereby supporting its sales.
Moreover, as a leading industry player, Unilever can capitalise on technological advancements like e-commerce, AI, and predictive analytics (Appendix 1) to enhance its operational efficiency, including demand forecasting, inventory management, and waste reduction. Such investments can also help offset rising costs driven by political and economic pressures.
Furthermore, climate change’s impact on food production (Hasnain, 2024) requires Unilever’s urgent attention to sustain its ‘foods’ business. However, currently, Unilever has scaled back its environmental and social commitments (Davies, 2024). Lastly, growing pressure for eco-friendly manufacturing/ packaging from regulators/ consumers (Associa, 2025) requires Unilever to embed sustainability across supply chains. However, genuine initiatives are critical, as stricter greenwashing, plastic use, and carbon reporting regulations (Appendix 1) risk legal investigations and reputation damage.
[bookmark: _Toc225131316]2.2 Porter’s Five Forces Analysis
With intense competition among existing firms, like Unilever, Nestle and P&G, and moderate new entrant threat (Appendix 2), the FMCG industry is evidencing an eroding scale advantage. This means that Unilever can no longer leverage its operational scale and must innovate to remain competitive. As confirmed by Woods (2024), innovation has become inevitable for FMCG brands to maintain their retail space and brand presence and is responsible for 11% sales and 43% growth. Innovation can also help Unilever reduce buyers’ bargaining power, as the current product undifferentiation (Global Angle, 2025) encourages price wars. Moreover, innovative products can also reduce high substitute threat (Appendix 2), especially from private label brands (Bach, 2026), by offering superior functionality and quality products. Further, Unilever can utilise low suppliers’ bargaining power to its advantage by placing bulk orders and negotiating prices, lowering its costs to somewhat offset the R&D costs of innovation. Lastly, Unilever can consider the acquisition of startups with advanced technologies, meeting growing demand for healthier and eco-friendly products (SkyQuest, 2025), to reduce new entrant threat and enhance its market share to maintain its lead.
[bookmark: _Toc225131317]2.3 Economic Trends Influencing Business Strategy
Based on Appendix 1, 2 and the aforementioned analysis, rising inflation, input costs, reduced demand and economic disturbances amid geopolitical tensions are identified as key economic factors which demand business strategies to maintain a dual focus on cost efficiencies and innovation. Simultaneously, emerging market middle-class income growth offers opportunities to scale premium operations for higher sales.
[bookmark: _Toc225131318]3.0 Internal Analysis
[bookmark: _Toc225131319]3.1 VRIO Analysis
Unilever’s vast internationalisation experience has enabled it to build a strong brand portfolio and reputation, offering a long-term competitive advantage (Appendix 3). Additionally, its robust supplier network supports a reliable supply chain to enhance cost efficiency. While these resources remain valuable, rare, inimitable, and well-organised, Unilever’s distribution network and technological integration provide only temporary advantages. Given the e-commerce boom in the FMCG industry (Appendix 1), Unilever can leverage its technological capabilities to strengthen its online distribution. Lastly, sustainability and innovation remain underutilised capabilities that should be leveraged to meet growing demand and regulatory requirements for healthy and sustainable products (Assosia, 2025) and address slow industry growth (Hayllar, 2021). Overall, the resource-based view indicates that competitiveness can be increased.
[bookmark: _Toc225131320]3.2 Value Chain Analysis
Based on Appendix 4, it can be analysed that vertical integration of key materials makes Unilever’s inbound logistics smooth, shortening the procurement time. Besides, the use of technology in manufacturing ensures high quality, low error rate and efficient operations. Using leased warehouses and a third-party retailer for outbound logistics further helps Unilever to focus on its investment and efforts in its core expertise of manufacturing products. Further, Unilever created emotionally resonant content as a part of its marketing strategy. This holds strategic importance in the FMCG industry, as emotional equity is essential to stress market differentiation, enhance emotional engagement and build loyalty (Nasirov, 2025), hence, adding to competitiveness. 
However, Unilever’s several violations related to safety, environment and competition (Violaton Tracker, 2026), reiterated the need to become more ethical and sustainable. The unethical conduct is also highlighted in scaling back from the pledge of paying living wages (Guardian, 2024), reflecting poorly on Unilever’s social responsibility. Lastly, technological development has a scope to be focused on making packaging greener, which remains a struggle for Unilever.
[bookmark: _Toc225131321]3.3 TOWS Analysis
Based on the TOWS analysis (Appendix 5), Unilever can leverage its strong financials to capitalise on the opportunity of making packaging more sustainable. This is essential to reduce the threat from strict packaging-related regulations and will turn Unilever’s current weakness, i.e., unused sustainability capability, into a strength. Besides, its strength in mergers and acquisitions can be used to acquire start-ups to convert the threat of new entrants into a market share-enhancing strategy. Besides, an opportunity exists to use technology in differentiating the market offerings to combat intense, price-based competition. Lastly, unused innovation capability can be used to fulfil the demand for healthier, more sustainable and convenient products. 
[bookmark: _Toc225131322]4.0 Strategy Formulation and Competitive Positioning
[bookmark: _Toc225131323]4.1 Current Strategic Position
Based on Porter’s generic competitive strategies (Figure 2), Unilever’s operations in 190 nations make its market scope ‘broad’. Further, Unilever’s competitive advantage comes from ‘cost’, with its shareholders stressing cost-cutting, and the firm engaging in price wars with its competitors like P&G (Associa, 2025; Guardian, 2025). The focus on cost over differentiation is also evident in Unilever’s strategies in South Asian markets, like India, where sachets are encouraged as a low-cost option for people in low and middle-income segments (Cullen et al., 2025). Hence, broad market scope and cost-based competitiveness indicate that Unilever follows the ‘cost leadership’ strategy. However, this strategic positioning around cost massively adds to plastic waste. Research shows that Unilever sold over 89 billion plastic sachets in around 1.7 years (Edge, 2025). This adds to ocean and air pollution, waste management challenges, public health risks and drain blockages. This indicates a need for Unilever to rethink its strategic positioning.
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Figure 2: Porter’s Generic Strategies (Subrahmanyam, 2019)
[bookmark: _Toc225131324]4.2 Potential Growth
As discussed, the demand and stricter regulations around sustainable products are rising (appendix 1), while competition from new entrants and private labels is also intensifying (appendix 2). These external environmental changes require Unilever to differentiate by developing new, more sustainable products. Notably, reduced innovation amid inflation allowed private labels to capture FMCG giants’ market share  (Carroll, 2024). Consequently, giants like Nestle are now refocusing innovation, instead of low pricing or high promotions, and exploring new category opportunities to remain competitive. Hence, Unilever is also suggested to bring new, innovative products to its existing markets, following the ‘product development’ strategy as per Ansoff’s matrix (Figure 3). Unilever should innovate product categories, driving growth in different markets. For instance, growth is driven by organic products in the US, health-care products in Japan amid its ageing population, skincare in South Korea, and green technologies in Europe amid stringent regulations (SkyQuest, 2025). Hence, by employing the 3F model, i.e., fast, focused and furious innovation (Derqui et al., 2022), to innovate specific categories in different markets, Unilever can maintain its competitive advantage for the long term.  
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Figure 3: Ansoff’s Development Strategies; (Syuzeva and Zheltenkov, 2021)
[bookmark: _Toc225131325]4.3 Potential Merger/ Acquisitions
As discussed in section 2.2, Unilever can consider acquiring startups with advanced technologies and the capability to meet the growing demand for healthier and eco-friendly products, thereby reducing the new-entrant threat and enhancing its market share to maintain its leading industry position. Acquisition remains Unilever’s key strategy to strengthen its brand portfolio, with several of its current famous brands, such as Ben & Jerry’s, resulting from acquisition (Appendix 6). Besides, the VRIO analysis (Appendix 3) highlights Unilever’s financial strength to fulfil acquisitions. Accordingly, it can consider start-ups like NotCo, which uses AI to create plant-based food (SkyQuest, 2025), for acquisition, to capitalise on new demand and strengthen its competitiveness.
[bookmark: _Toc225131326]5.0 Sustainability and Strategic Recommendations
[bookmark: _Toc225131327]5.1 Initiatives and Implications
Sustainability is fundamental to Unilever’s Growth Action Plan 2030, which prioritises nature, climate, plastics, and livelihoods (Unilever, 2026). For nature, it has signed ‘STEP Up for Ag.’, a regenerative agriculture program to employ its principles on 2.47 million acres of land globally by 2030 (Blair, 2025). Its strategic implication is to build a more resilient food system in response to climate-driven food production disruptions (appendix 1), essential to sustain Unilever’s ‘food’ business. Considering the climate, Unilever focuses on scope 3 emission reduction via supplier engagement (Unilever, 2025) to reduce its carbon footprint. For plastic, Unilever’s global refill pilot project employs refill machines to sell personal care, home, beauty, food and laundry products (Figure 4). Arguably, it challenges the existing, sachet-dependent packaging model for an industry-wide transformation towards a circular economy. Nonetheless, as per Greenpeace (NGO), Unilever sells 1700 plastic sachets a day (Edge, 2025), reflecting an ambition-action gap. For livelihood, Unilever focuses on closing the living wage gap (Unilever, 2025), creating an equitable society and becoming a fair employer.
[bookmark: _Toc225131328]5.2 Recommendations
Notably, plastic waste remains the key sustainable issue. Hence, Unilever should rapidly scale its refill project, particularly in emerging markets, accounting for 59% turnover (Unilever, 2026b). This aligns with long-term sustainability trends addressing biodiversity loss and ecosystem collapse, counted among the top 10 global risks (Weforum, 2026), as plastic pollutes oceans and threatens marine life, making it an ethical issue. Hence, the recommendation will strengthen strategic positioning by meeting customer and regulatory demands while eliminating waste from single-use plastic sachets. 
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Figure 4: Unilever’s Refill Stations; (Unilever, 2026)
Further, Unilever has turned from its living wage pledge, scaling back to ‘fair wages’ amid shareholder pressure to cut costs (Guardian, 2024). It is thus recommended to maintain living wages and instead capitalise on technological advancements (appendix 1) for cutting costs via greater operational efficiencies, while focusing on product innovations for long-term revenue increases, not short-term cost cutting. This aligns with the long-term sustainability trend of addressing inequalities, counted among the top 10 global risks (Weforum, 2026), as non-living wages exacerbate poverty, making it an ethical issue. 
[bookmark: _Toc225131329]6.0 Conclusion
Conclusively, despite being an FMCG giant, Unilever is vulnerable to several external environmental changes, like shifting demand and stricter regulations. However, it possesses several strengths (and weaknesses) that can be used to address such changes, such as the financial strength (and unused innovation capability). Besides, the competitive positioning analysis reveals a need for Unilever to differentiate, develop healthier and sustainable products and acquire sustainable start-ups. Lastly, sustainability analysis helped suggest that Unilever should prioritise plastic management and living wage issues to compete sustainably. Overall, Unilever’s analysis conveyed that strategic management is essential in a sustainable business environment to ensure that the current competitive advantage is aligned with the changing demands for greater sustainability. 
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Appendices
[bookmark: _Toc225131332]Appendix 1: PESTLE Analysis of the FMCG Industry
	Political
	-Complex regulatory landscapes across regions with strict laws concerning food safety (SkyQuest, 2025)
-Heightening geopolitical risks amid political conflicts, trade tensions and wars (Bijune, 2025)
- Tariffs impact 43% of supply chain activities (Foster, 2025)

	Economic
	-Inflation pressure-inflicted price hike reducing consumer purchasing power (SkyQuest, 2025)
-Raised crude oil prices to increase costs of input, packaging, freight and fuel (Ambwani, 2026)
-Global customer demand Slowdowns (BCG, 2026)
-Disposable income increases among the middle class (SkyQuest, 2025), especially in emerging markets

	Socio-cultural
	-Increasing health and wellness trends (Assosia, 2024)
-More demand for Sustainable and eco-friendly products (SkyQuest, 2025)
-Increasingly busy customers in a fast-paced life demand convenience (RFC, 2018)

	Technological
	-E-commerce boom with more online demand via mobile apps (Assosia, 2024)
-AI revolution for improved operations, production, supply chain, customer experience, innovation and real-time insights (SkyQuest, 2025)
-Use of predictive analytics to predict demand, reduce waste and manage inventory (SkyQuest, 2025)

	Environmental
	-Sustainability focus with customers preferring eco-friendly FMCG manufacturing and packaging (Assosia, 2024) 
-Climate impacts, with rising temperature, sea-level, precipitation and extreme weather, impacting food production (Hasnain, 2024) 
-Stricter policies concerning waste and resource use to foster a circular economy (Grayling, 2025)

	Legal 
	-Greater scrutiny of misleading claims and greenwashing (Hsfkramer, 2023) 
-Tightening regulations on single-use material and plastic packaging (SkyQuest, 2025)
Broadening carbon reporting laws, compelling organisations to disclose environmental and climate impacts (Global Angle, 2025) 


Source: Self-illustrated

[bookmark: _Toc225131333]Appendix 2: Porter’s Five Forces in the FMCG Industry
	Threat of new entrants
(Moderate)
	-Many innovative startups are entering the FMCG space to fulfil demand for healthier, more eco-friendly and ethical products (SkyQuest, 2025)
-Eroding scale advantage (Shinall et al., 2024), indicating reduced entry barrier
-Online-only entries need less capital

	Buyers’ bargaining power
(High) 
	-Inflation-induced price hikes and reduced purchasing power encourage brand switching (SkyQuest, 2025)
-Low customer loyalty; attracted by low prices (Accuris, 2025)

	Suppliers’ bargaining power 
(Low)
	-FMCG firms have several raw materials and packaging suppliers globally (Lewis, 2026)
- FMCG companies bulk buy in large quantities for negotiated prices and discounts (Esspees, 2025)

	Rivalry among existing competitors
(High)

	-Intense competition amid similar product functionality (Global Angle, 2025)
-Sluggish growth and falling revenues among (Hayllar, 2021); indicates slow industry growth
-Intense price and promotional wars among big organisations like Unilever and P&G (Accuris, 2025)

	Threat of substitutes
(High)
	-Private label brands offering attractive prices and quality (Bach, 2026)
- Low product differentiation (Global Angle, 2025), increases substitution risk
-DIY also substitute categories like skin care


[bookmark: _Toc225131334]Source: Self-illustrated
Appendix 3: Unilever’s VRIO Analysis

	[bookmark: _Hlk172660109]Unilever’s Resources/ Capabilities
	Valuable?
	Rare?
	Hard to Imitate?
	Organised? 
	Competitive position

	Tangible
	
	
	
	
	

	Manufacturing infrastructure
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	Competitive parity

	Distribution network
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	Temporary competitive advantage

	Supply chain system
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	Long-term competitive advantage

	Financial resources
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	Long-term competitive advantage

	Intangible
	
	
	
	
	

	Brand Portfolio
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	Long-term competitive advantage

	Technological integration (operations and supply chain)
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	Temporary competitive advantage

	Experience and internationalisation
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	Long-term competitive advantages

	Sustainability capability
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	Unused competitive advantage

	Supplier network and relationship
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	Long-term competitive advantage

	R&D and innovation capability
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	Unused competitive advantage

	Reputation
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	Long-term competitive advantage

	Merger and acquisition capability
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	Temporary competitive advantage


[bookmark: _Toc225131335]Appendix 4: Value Chain Analysis
[bookmark: _Toc225131336]Firm Infrastructure: 1. Finance: €9.0 billion in operating profit (Unilever, 2025) shows good financial management 2. Legal: Penalised for many violations: safety, environment, competition (Violaton Tracker, 2026), shows poor legal management
Human Resource Management: Unable to fulfil the living wage pledge, scaling back to ‘fair wages’ amid shareholder pressure to 
cut costs (Guardian, 2024)
Technology Development 	
1.While technology is being increasingly integrated in several operational and supply chain areas, such as procurement, HR and 
sourcing (Unilever, 205); 
2. Unilever struggles to innovate its packaging for greener operations (Cosmetics Business, 2025)
Inbound Logistica
-Vertical integration of 
key materials 
(Unilever, 2025a)
-Network of 54000 
Suppliers across the globe	

Operations
-Advanced manufacturing
with automation, AI, and
IOT-enabled factories
(Unilever, 2025b)
Outbound Logistics 
-Leased warehouse spaces (Unilever, 2025)
-A network of 25 million third-party retailers globally (Pioneer, 2025)
Marketing and Sales
-In-house graphic design studio; creates emotionally resonant content (Unilever, 2026)
-Social listening on social media; consumer-created content (Savage, 2026)

Service
-Customer care centres
-After-sales service
for B2B customers
-Product 
recall system
(Unilever, 2026c)
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	Strengths
1. Financial management
2. Brand portfolio
3. Experience and internationalisation
4. 4. Supplier network and relationship
5. Reputation
6. Merger and acquisition
	Weaknesses
1. Low product differentiation
2. Unused innovation capacity
3. Unused sustainability capacity
4. Many violations attract penalties
5. Unable to pay living wages
6. Unused technology potential

	Opportunities
1. Improve packaging to abide by stricter plastic use regulations
2. Enhance climate actions
3. Better use of tech: AI, e-comm and predictive analysis
4. Bring healthier and sustainable products
5, Bring more convenient products
7. Tap the middle class’s increased disposable income
	SO Strategies
-O1S1: Use finances towards R&D of packaging in making it greener
-O4S6: Acquire start-ups offering healthier/ sustainable products, adding them to Unilever’s brand portfolio
-O5S3: Leverage internationalisation experience to develop locally adapted, convenient products
	WO Strategies
-O3W1: Use technology to differentiate products
-O1W3: Use unused sustainability capacity to improve packaging by researching/ partnering with packaging expert firms
-O5W2: Use unused innovation capacity to make products more convinient


	Threat
1. Geopolitical risks
2. Inflation
3. Demand slowdown
4. Stricter regulations around manufacturing and packaging
5. Climate impact on food production
6. New start-ups
7. Slow industry growth
8. Intense competition
	ST Strategies
-S1T6: Use finances to acquire start-ups
-S4T5: Aid food suppliers with regenerative agriculture to combat climate impacts
-S3T4: Use international experience to understand regulatory changes in different markets
	WT Strategies
-W1T8: Differentiate products to combat competition
-W3T4: Improve sustainability to fulfil strict regulatory requirements
-W2T7: Improve innovation for industry to grow via novel products
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Source: (M&A Equilibrium, 2025)
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Historical Mergers and Acquisitions

Unilever has strategically expanded its portfolio over the years through numerous acquisitions. Below is a selection of notable deals:

1. Brooke Bond (1984) — Acquired for £376 million, strengthening Unilever's position in the tea market.

2.Ben & Jerry’s (2000) - Purchased for $326 million, adding a premium ice cream brand with a strong social mission.

3. Alberto-Culver (2010) — Acquired for $3.7 billion, bringing brands like TRESemmé and VOS5 into Unilever's personal care segment.

4. Dollar Shave Club (2016) — Bought for $1 billion, marking Unilever's entry into the subscription-based male grooming market.

5. Carver Korea (2017) — Acquired for €2.27 billion, strengthening Unilever's presence in the Asian skincare market.

6. Sundial Brands (2017) — Acquired (undisclosed amount), expanding its multicultural beauty and personal care offerings.

7. Horlicks (2018) — Purchased from GlaxoSmithKline for €3.3 billion, enhancing Unilever’s health food and drinks portfolio in India and Asia.
8. Paula’s Choice (2021) - Acquired (undisclosed amount), strengthening Unilever's presence in the digital-led skincare segment.

9. Nutrafol (2022) — Majority stake acquired, expanding Unilever's footprint in the hair wellness category.

10. Yasso (2023) — Acquired, adding a premium frozen Greek yogurt brand to its U.S. portfolio.
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