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Executive Summary
The aim of this report is to conduct a comprehensive strategic analysis of Uniqlo, reshape Uniqlo's strategic objectives to satisfy growing customer expectations, guarantee a sustainable competitive advantage and provide reliable advice for implementing innovative strategies.

Within the scope of this report, Porter’s five forces, PESTEL analysis, SWOT analysis will be used to analysis the external and internal environment of Uniqlo. Ansoff Matrix and Porter’s three generic strategies will be used to conduct a strategic analysis and provide theoretical support for its future strategic choices. Finally, this report will propose a reasonable strategic implementation plan for Uniqlo.

[bookmark: _Toc8300844]1.Introduction
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 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).

[bookmark: _Toc8300845]2.Strategic position
Johnson and Scholes (2005) noted that strategic position is concerned with the external environment, internal resources, and stakeholder expectations. Based on strategic positioning, organizations can identify the changes that need to be made.

Wickham (2001) pointed out that strategic positioning focuses on how to differentiate organisions from similar companies and provide value to target customers.

[bookmark: _Toc8300846]2.1Competition analysis: Porter’s five forces
Strategic position is the first step in studying a company's strategy. The purpose of this chapter is to systematically analyze the internal and external environment of Uniqlo and point out its existing deficiencies.

In 1979, Michael Porter 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, threat of substitutes and competitors.
[bookmark: _Toc8300847]2.1.1 Bargaining power of suppliers: high
In order to obtain high-quality fabrics, Uniqlo communicates directly with suppliers of fabrics around the world, skipping middlemen and suppliers. At the same time, Uniqlo is also extremely focused on reducing labor costs, producing 90% of its products in China. Uniqlo actively provides the latest technology development, sports SPA management model, and reduces the overall production cost by mass production of products.
[bookmark: _Toc8300848]2.1.2 Bargaining power of buyers: moderate
Buyers’ bargaining power can be divided into two types:
1. The number of buyers is small, and each buyer buys a lot.
2. The number of buyers is large, and each buyer buys relatively little.
Uniqlo has a wide range of clothing, from underwear, tops, pants, skirts, jackets to pajamas. The products are moderately priced of high quality, simple in style and diverse in color. Therefore, the consumer population covers a wide range, including infants, young people and the elderly. Therefore, UNIQLO customers can belong to the second case, that is, the number of buyers is relatively large, and the purchase size is relatively small. Therefore, the buyer has less bargaining space.
[bookmark: _Toc8300849]2.1.3 Threat of new entrants: moderate
Manufacturers who enter the clothing industry will not only attract a part of the market, but also may compress the market price, making the overall profit of the industry decline. Potential competitors may start with online shopping to reduce the cost of goods and relatively lower the price of goods. However, the clothing quality of new manufacturers may not be stronger than Uniqlo.
[bookmark: _Toc8300850]2.1.4 Threat of substitutes: moderate
The existing clothing industry is highly competitive and the product is highly substitutable. UNIQLO's existing products may be replaced by similar products, and the profits will be reduced accordingly. Therefore, Uniqlo must improve product quality or lower prices to maintain customers.
[bookmark: _Toc8300851]2.1.5 Competitors: High
There are many affordable fashion brands around the world, such as the American brand GAP, forever 21, the Swedish brand HM, the British brand TOPSHOP and the Spanish brand ZARA. These brands have a lot of overlap with Uniqlo's products, they are very strong competitors.
[bookmark: _Toc8300852]2.2 PESTEL analysis
Politics: Uniqlo has 20,068 stores in 18 locations around the world. Each country has different policies, and Uniqlo follows policies and laws according to different countries.

Economics: The performance of Uniqlo's global operations is closely related to the national economy. China has experienced rapid economic growth over the past decade, and Uniqlo has seized the opportunity to open more than 600 stores in China, making China its largest overseas market. Therefore, Uniqlo can pay more attention to developing countries and open stores in Southeast Asia and other countries. 

The national economy is also a key factor in the development of enterprises. Uniqlo mainly uses low-cost pricing strategies. In the post-economic crisis era, low prices still have strong appeal to consumers.

Social-cultural factors: Japanese culture is very different from European culture. But in the context of globalization, elements of Japanese culture, such as sushi, fashion UNIQLO, MUJI and Japanese design, have slowly penetrated into Europe and have had an impact.

To survive in a business society, companies must understand cultural and economic trends. Before developing new products or opening up new markets, Uniqlo will carefully study the culture and economy of new markets and mitigate the risks that may be encountered. For example, if you open a store in the United States, you can work with well-known American designers to attract American customers. Uniqlo will use different strategies in different countries. Things that are different from well-known cultures are often difficult to accept.

Technical: 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.

Environmental: 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.
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. 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.

This PESTEL analysis shows that the economic, political, social, and other factors have a profound impact on Uniqlo, and it shows why Uniqlo is so successful. Uniqlo has invested a lot of energy in managing technology, public opinion and the environment. Its affordable pricing strategy also enables it to cope with the pressures of the global economic downturn. Uniqlo has also been very cautious in facing different laws and regulations in various countries.

[bookmark: _Toc8300853]2.3 SWOT analysis





	Strengths:
Price advantage providing competitive edge
Strong financial performance
Widespread network of stores
	Weakness:
Insufficient style innovation

	Opportunities:
Online sale
Entering the Southeast Asian market
	Threat:
Competition from global operators
Natural calamities impact
Changing consumer preferences and fashion trends 



Strengths: 
Price advantage providing competitive edge
[bookmark: _GoBack]Uniqlo offers customers a variety of casual wear at all price points. In addition to purchasing most products and establishing production bases from China and other low-cost Asian countries. It uses the SPA management model, covering all business stages from design, production, sales, logistics, inventory control, personnel training, etc. Business links have greatly reduced operating costs. In addition, Uniqlo negotiates directly with material suppliers to skip all intermediaries and obtain stable, large, high-quality fabrics at low cost. Also, Uniqlo has a rapid market response mechanism and timely technological innovation which is also one of the advantages.

Strong financial performance 
Uniqlo's financial performance has been very strong in recent years, providing shareholders with higher returns and increasing their ability to allocate sufficient funds for future growth plans. Uniqlo generated revenue of 1.518 billion yen in FY2017, an increase of 4.37% compared with 154.52 billion yen in FY2016. In FY 2018, Uniqlo's total sales were 176.1 billion yen, an increase of 15.94% from 2017. In 2018, Uniqlo's overseas annual revenue exceeded Japan's domestic sales for the first time, and revenue growth was attributed to the company's business growth in China, Southeast Asia and the United States.

Widespread network of stores
Uniqlo operates a total of 2,086 stores worldwide, including 827 Japanese stores and 1,241 international stores. Among the stores operated by Uniqlo in Japan, 784 are directly operated stores and 43 are operated through franchise stores. Uniqlo's international business is mainly concentrated in Asia, with 726 stores in China, Hong Kong and Taiwan, and 186 stores in Korea. Uniqlo operates 56 stores in Europe and 46 stores in North America. The group's operations in different regions give it a competitive advantage in the industry and strong financial stability in long-term operations.

Weaknesses: Uniqlo is famous for its basic “cost-effective” basic clothing, but after the basic explosive sales growth, the cheaper and less luxurious styles are easy to make customers feel bored. The limitations of the style make it difficult for Uniqlo to attract fashionable people.

Opportunities:
Uniqlo continues to expand its business through strategic activities. For example, in 2019, Uniqlo plans to open its first store in Italy. In addition, Uniqlo has partnered with many well-known designers to create a joint venture and further expand its business, which will attract more customers.

Threats: competition from global operators 
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.

Natural calamities could impact the operations adversely
Uniqlo's sales in Japan occupy a very important position. In FY2018, Uniqlo's revenue in Japan accounted for 49.1% of global revenue. Japan is prone to earthquakes, tsunamis and other natural disasters, which will cause serious damage to Uniqlo’s production base in Japan. Power outages caused by natural disasters such as earthquakes may cause plant closures to affect Uniqlo's operations, financial condition and operating results.

[bookmark: _Toc8300854]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: _Toc8300855]3.1 Porter’s Three Generic Strategies 
Michael Porter (1998) proposed that organisations can use three basic strategic options to gain a competitive advantage. The three strategic choices are: cost leadership, differentiation and focus. These strategies are called the Generic Strategies. The following is the framework of Porter’s Three Generic Strategies and the position of Uniqlo in this classification.

[image: ]
Source: Adapted with the permission of The Free Press, a Division of Simon & Schuster, Inc., from Competitive Advantage: Creating and Sustaining Superior Performance by 
Michael E. Porter

Uniqlo is classified as Type 1, because Uniqlo has opened stores in 17 overseas locations, and overseas store sales have surpassed that of Japan. The market for Uniqlo is very large. In addition, Uniqlo has some features that make them the industry leader. Such as focusing on basic models, low prices and so on.
[bookmark: _Toc8300856]4.Strategy in action
Strategic action is the third step in the strategic planning process. It refers to the company's execution strategy to achieve long-term goals. Omeike (2015) proposed that the implementation of the new strategy often requires the organization to formulate plans for production, marketing, resource allocation, human management, incentives, etc., and implement the plan.
[bookmark: _Toc8300857]4.1 The strategies
Igor Ansoff（1957）proposed a strategic planning tool that helps companies develop future development strategies and achieve business growth.
  [image: ]
Product 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.

[bookmark: 2_3][bookmark: sub298081_2_3][bookmark: 市场开发][bookmark: 2-3]Market development strategies mean organizations are trying to develop new markets with their existing products and services.

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 risky 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. It has only 1,000 clothing styles per year and other clothing brands of the same size can exceed 10,000. This large-volume product strategy makes Uniqlo an efficient and explosive machine. 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: _Toc8300858]4.1.1 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: _Toc8300859]4.1.2 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 you. 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.

The Chinese market, headed by the Chinese mainland, has become the main driving force for Uniqlo's overseas market. Therefore, Uniqlo not only opened stores in China, but also vigorously carried out online sales and established the Taobao flagship store.

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

In addition to China, Uniqlo's next market to be developed is Southeast Asia. In FY 2018, Uniqlo's sales in Southeast Asia and Oceania increased by double digits. Consumers in Southeast Asia are extremely fond of Uniqlo's quick-drying T-shirts and sweaters and pajamas. Due to the terrain, they have less demand for down jackets. In Asia, Uniqlo has opened stores in China, Korea, Singapore, Thailand, the Philippines, Malaysia and Indonesia. Uniqlo plans to open branches in India and Vietnam in 2019.

Two years ago, it opened half of the store in Orchard Road, Singapore. Uniqlo believes that the English-speaking population in the Philippine market and the growing number of tourists can drive its sales.

	　
	2014
	2015
	2016
	2017
	2018

	Uniqlo Japan
	852
	841
	837
	831
	827

	Uniqlo Overseas
	633
	798
	958
	1089
	1241

	China
	306
	387
	472
	555
	633

	Hong Kong
	22
	25
	25
	25
	28

	Taiwan
	46
	55
	63
	65
	65

	Korea
	133
	155
	173
	179
	186

	Singapore
	18
	23
	24
	24
	26

	America
	25
	42
	45
	44
	48

	UK
	10
	9
	10
	10
	11

	France
	6
	8
	10
	19
	25

	Russia
	4
	8
	11
	20
	31


Source: Uniqlo(2014-2018),The Economist.
[bookmark: _Toc8300860]5.Conclusion
[bookmark: _Toc8300861]5.1 Uniqlo’s Competitive Advantage
After analyzing the internal and external success factors, this chapter will summarize the core of the analysis, namely why Uniqlo can become the industry leader, and what is the competitive advantage of Uniqlo.

1.Fabric: Uniqlo's wool jackets and Heattech series of thermal underwear, which are launched every autumn and winter, are very popular. Therefore, Uniqlo has been developing different fabrics. Uniqlo set up a ranch in Inner Mongolia, China, to raise sheep to provide fabrics. Most of the jeans fabrics of Uniqlo are from the KAIHARA plant in Japan. It is not the most expensive or the best; but it is the industry benchmark in terms of the hardness index of shrinkage and tear resistance.

2.The service details of Uniqlo are basically based on Japan's many years of operating experience. After entering the overseas market, it will be constantly revised for local conditions. Mostly, it is a good practice experience from a certain store. After the store manager reports it to the operation department for confirmation, it is promoted throughout the store.

3.Details: The Uniqlo store focuses on every detail. The way all clothes are stacked is very clear. For example, it is easy for customers to see the wide and narrow stack of trouser legs, and it is easy to find the type of clothing they need. In addition, UNIQLO's mirrors are completely different from GAP, H&M and ZARA. Some of them are due to the placement of the mirror, and the other part is because the lighting is different.

Since 1986, Yanai has opened the first “Uniqlo” store in Hiroshima. Ten years later, this small company has been deeply rooted in Japan. Now, Uniqlo has become a leader in the global apparel industry. Every improvement in Uniqlo is the result of the company's high-quality clothing, intimate pricing and reasonable strategies.

“Cheap” used to be the label for Uniqlo. After that, “high cost performance” became a more profound brand impression of Uniqlo, and then it was “unique product”, such as fleece worn everyday, HEATTECH underwear and so on. However, with the advancement of production technology and the improvement of people's aesthetic vision, Uniqlo is also facing problems that restrict its development. The explosive performance improvement brought by the basic series has become a thing of the past, and Uniqlo must spend more on brand upgrades and product upgrades to attract consumers. While maintaining the basic model, Uniqlo has also launched a fashion collection, including a series of designer joint ventures. Only by clarifying one's own position, formulating the correct strategic layout, and continuously enhancing the competitive advantage can we continue to develop.

[bookmark: _Toc8300862]5.2 Vision, Mission, and Strategies
Uniqlo has adopted a new mission statement on sustainable development, namely “the power to release clothing”. Focusing on products, supply chains, employees, stores and communities, Uniqlo will improve the world through business (Uniqlo).

In its vision, Uniqlo stated that it aims to meet the needs of its customers with simple, high-quality, durable garments. They promise to continuously innovate their business and design new products to improve the customer experience. At the same time, Uniqlo actively interacts with consumers to understand consumer preferences and produce products that satisfy customers. In addition, Uniqlo continues to improve its customer experience through employee training and direct communication with consumers. In the vision statement, Uniqlo is committed to providing natural and harmless materials at an affordable price.

In addition, Uniqlo stated in its mission statement that it aims to promote the sustainable development of society and the environment in which it interacts. In this case, Uniqlo is actively developing environmentally friendly jeans at its US facility. In addition, especially for environmental issues, Uniqlo is committed to helping to reduce emissions and create an environmentally friendly company that remains committed today. Even now, the company is taking more and more concrete actions to achieve this mission and is always committed to building a better and more sustainable society. All in all, judging from the strategy adopted by Uniqlo, it can be said that these strategies are consistent with the vision。

The reason why Uniqlo can stand in the fashion industry is because it is accurate in positioning the brand, grasping the advantages and carrying it forward. Uniqlo's relentless pursuit of detail and quality will enable it to achieve today's scale. For strong competitors such as HM, ZARA, Topshop, Forever21, etc., these brands have more or less overlapping products. It is believed that in the benign market competition, these brands will be based on different product positioning and user needs, and let more people enjoy the fun and confidence that fashion brings to people with appropriate prices.
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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	
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