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[bookmark: _Toc224878328]Executive Summary
This report analyses Unilever’s strategic position within the global fast-moving consumer goods (FMCG) industry, a sector characterized by high competition, low margins and increasing sustainability pressures. As a multinational operating in over 190 countries, Unilever has established strong brand equity and a leading position in sustainability-driven business practices. To evaluate its strategy, the report applies several analytical frameworks, including PESTEL, Porter’s Five Forces, Resource-Based View (RBV), Value Chain and SWOT analysis. In addition, Porter’s Generic Strategy and the Ansoff Matrix are used to assess Unilever’s competitive positioning and growth strategies.
The analysis finds that the FMCG industry is highly competitive, with strong buyer power and increasing pressure from private-label brands. Sustainability has emerged as a core competitive advantage, although rising supply chain complexity and cost pressures present ongoing challenges. Based on these findings, the report recommends investing in circular packaging innovation, implementing AI-driven supply chain optimization, expanding sustainable product lines in emerging markets, and strengthening supplier partnerships to enhance long-term competitiveness.
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[bookmark: _Toc224878329]1.0 Introduction
The fast-moving consumer goods (FMCG) industry represents a significant share of the global economy, characterized by high-volume, low-margin products such as food, beverages and personal care items. Its competitiveness depends on efficient global supply chains and strong brand differentiation, yet it is increasingly shaped by sustainability pressures, including carbon reduction, waste management and responsible sourcing (Hu and Zeng, 2024).
Unilever, founded in 1930, operates in over 190 countries with well-known brands such as Dove, Lipton and Hellmann’s (Unilever, 2024). The company is widely recognized for its sustainability leadership, having embedded environmental objectives into its long-term strategy and committed to carbon reduction and waste minimization initiatives (Narikiyo et al., 2025).
Despite this, Unilever faces several strategic challenges, including rising raw material costs, increasing ESG regulatory requirements and intensifying competition from private-label brands, alongside growing pressure for sustainable packaging solutions (Hu and Zeng, 2024). This report evaluates Unilever’s strategic position through external and internal analysis and proposes sustainable strategic recommendations.
[bookmark: _Toc224878330]2.0 External Analysis
[bookmark: _Toc224878331]2.1 PESTEL Analysis
The Unilever’s operating environment is highly regulated, fast-changing macro-environment which influences the strategy of the company. Politically, governments tighten up their environmental regulation—for instance, with the UK Climate Change Act’s mandate for net-zero emissions in 2050, backed up with legally binding carbon budgets for reductions of 78% by 2037. The EU similarly plans to reduce emissions 55% by 2030, achieving climate neutrality in 2050 (Inkwood Research, 2023). Such measures force Unilever to invest in low carbon operations, as well as developing greener supply chains.
Inflation and elevated input prices are macroeconomic issues. Fluctuating global commodity prices, as well as logistics disruptions, have increased the cost of farm commodities for feed stocks or packaging, increasing margin pressure for FMCG companies or cost of living pressure in countries such as the UK that forces customers away from higher priced P/L brands, further limiting profitability (Hu and Zeng, 2024).
In terms of the social dimension, consumers’ preference is shifting towards sustainability. Research indicates that ethics and environmental consciousness raise the willingness to pay in environmentally friendly goods (Sun and Yoon, 2022). This movement is also in line with the effort that Unilever made to build a sustainable brand and responsible sourcing.
The technological advancements especially the use of Artificial intelligence for supply chain optimization will increase productivity and sustainability through improved demand planning as well as minimization of wastages (Abaku et al., 2024). Sustainable packaging innovation may help enable legislation and brand differentiation among competitors too. From an environmental standpoint, climate change is still an important issue as the world has warmed up by about 1.1°C over the pre-industrial period (Inkwood Research, 2023). This increases the incentive for Unilever to reduce emissions and reduce the environmental impact at every step along its value chain. Legally speaking, tighter regulation around ESG disclosure, as well as transparency across supply chains is increasing the regulatory burden: forcing firms to incorporate sustainability in the company’s boardroom and reporting policy (Hu and Zeng, 2024).
[bookmark: _Toc224878332]2.2 Porter’s Five Forces
The danger posed by potential competitors is small because of high barriers like brand loyalty, size and global distribution systems, that are difficult for new firms to duplicate. Supplier power is medium to strong because Unilever depends heavily on agricultural raw materials like palm oil, tea and dairy. Price volatility and sourcing sustainability criteria heighten reliance on compliant suppliers, restricts the bargaining power (Hu and Zeng, 2024).
Buyer power is strong, especially because of the dominance by big retailers like supermarkets over shelf space and prices. The growth in private-label offerings have also bolstered retail influence, increasing price competition. Substitutes is a significant threat because buyers may readily switch to less expensive store brands, particularly when pressured economically.
The competitive environment is highly competitive. The main international competitors are Nestlé, Procter & Gamble and Danone who compete on pricing, innovation and sustainability. Thus, Unilever needs to continue investing in differentiating brands as well as sustainably innovative products to remain competitive.
[bookmark: _Toc224878333]3.0 Internal Analysis
[bookmark: _Toc224878334]3.1 Resource-Based View (RBV)
Unilever’s competitive position is determined by an array of strategically valuable, but unevenly sustainable VRIO attributes. Its brand portfolio, including Dove and Ben & Jerry’s, is an extremely valuable and scarce resource that has been built on substantial levels of brand equity and worldwide awareness. They are hard to replicate because of the long-term investments on branding and social positioning, that increase customer loyalty and propensity to pay premium price (Sun and Yoon, 2022), making the brand equity a sustained competitive advantage.
Unilever’s global supply chains enable mass scale distribution and operations. The company has millions of transactions, and highly sophisticated logistics networks, that are key for remaining competitive in the market place (Hu and Zeng, 2024). However, they have the very same skills as all their big rivals such as Nestle or Procter & Gamble.
In contrast, Unilever’s sustainability capability reflects a more active resource. The company has evolved through phases of “carbon maturity” in the last decade and integrated sustainability into strategic decisions (Narikiyo et al., 2025).Although such a capability improves the image and operation of its users, if an increased rate is observed for the whole industry then we can say that it only gives a short-term advantage over others.
[bookmark: _Toc224878335]3.2 Value Chain Analysis
The example of Unilever’s value chain illustrates the integration of sustainability in operating as well as in strategic activities: for primary activities, sustainable procurement in particular because the relevant agricultural raw materials such as palm oil or tea become more and more sensitive regarding ecological and ethical requirements (Hu and Zeng,2024). Energy-efficiency and waste-reduction in manufacturing process is optimized to achieve the global target of carbon reduction. Logistics infrastructure supports distribution networks that allow companies to compete on a worldwide basis at competitive prices.
Sustainability is being told as a story more often because of increased market demands for sustainability in products or services, and which is proved as influencing purchase behavior in a positive way (Sun and Yoon, 2022).
In the category of supporting activity, R&D and investment into technologies are important for future-oriented innovation like packaging or product design; while AI-based supply chain tool could enhance prediction ability and increase resilience (Abaku et al., 2024). Sustainability efforts in general permeate the entire value chain at Unilever for greater efficiency as well as differentiation.
[bookmark: _Toc224878336]3.3 SWOT Analysis
Strengths of Unilever are the brand name, which is known worldwide, sales channels, as well as leading role on sustainable development. The company has been working for years to reduce emissions and use environmentally friendly materials that will improve their image and position in the market (Narikiyo et al., 2025).
But all these strengths come with limitations such as high cost for operations related to sustainability investment or complex management of international supply chains that are further exacerbated by monetary and organizational barriers in achieving sustainable change (Hu and Zeng, 2024).
The company has obvious opportunities in the increasing market of eco-friendly products with people ready to buy green stuff at higher prices (Sun and Yoon, 2022). It can grow also by entering a new market.
Meanwhile, risks involve fluctuating input costs and growing competition with multinationals and house brands: in particular, when pressured economically. Matching internal strengths against external opportunities implies that Unilever could use sustainability-driven innovation as a way of strengthening its competitive position in the face of cost- and competitiveness-related pressures.
[bookmark: _Toc224878337]4.0 Strategy Formulation and Competitive Positioning
[bookmark: _Toc224878338]4.1 Porter’s Generic Strategy
For Unilever, the main approach is differentiation based on sustainability, brand purpose, and product innovation as justification for its premium positioning. In contrast with its cost-oriented competitors, the company embeds environmental/social values in their brand identity, e.g., Dove’s “Real Beauty” campaign goes beyond the marketing message to include sustainability in terms of sourcing and production ethics, strengthening brand trust and emotional engagement (Unilever, 2023).
This strategy seems also backed up by the increasing consumers’ willingness to pay for sustainable products. In fact, it has been empirically proven how ethical consumption consciousness and perceived CSR can strongly influence customers’ willingness-to-pay a higher price (Sun and Yoon, 2022). Therefore, the sustainability-driven differentiation of Unilever is not only reputational, but also connected to revenue creation.
[bookmark: _Toc224878339]4.2 Ansoff Matrix
Unilever’s strategy fits into both quadrant one, expanding sales of its current products in existing markets; it is building brand equity using sustainable marketing and reformulating product formulations to be more environmentally-friendly and quadrant two, which involves entering new market segments for existing products through sustainability branding, especially among developed European markets with a strong ESG consciousness.
The product dimension is reflected by sustainable packaging or recycling strategies, such as the EU’s regulatory push for all plastic packaging to be reusable or recyclable by 2030 has accelerated innovation in sustainable materials (European Commission, 2019; Knoblauch & Mederake, 2021).
This report target the development of markets in emerging countries such as Asia or Africa where there is an increasing consumption of FMCG products with rising incomes and urbanization. However, these markets have also raised regulatory and infrastructure issues, particularly regarding waste management).
Finally, diversification can be observed by Unilever’s expansion in the field of vegetarian food products driven by worldwide sustainable trends and changing dietary habits (Inkwood Research, 2024). The result is less dependence upon old product classifications and the capture of fresh avenues for expansion.
[bookmark: _Toc224878340]4.3 Mergers and Acquisitions
M&A is also leveraged strategically as a tool to enhance Unilever’s digital footprint and business capabilities. For example in 2016, Unilever paid approximately $1 billion for Dollar Shave Club – arguably one of the largest e-commerce related CPG M&As ever executed (CB Insights, 2016), which allowed Unilever to enter DTC market with less dependency of retailers as an intermediary between brand owner and consumers while getting more insights about customers.
It is also strategic in that it reflects an emphasis on digitalization and subscriptions so that Unilever can better respond to shifting customer buying patterns and the growing intensity of competition from online retailers.
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[bookmark: _Toc224878342]5.1 Sustainability Evaluation
In doing so through pledges and other forms of publicly declared commitments such as its commitment to reach net zero emissions in 2050, Unilever is placing itself at the forefront of corporate sustainability: reduced plastic usage, and used more environmentally friendly sources for some of its products. These actions have raised their ESG scorecard rating and increased investor confidence with regard to it, which adds up to the brand’s long term worth (Narikiyo et al., 2025). The sustainability transformation comes with its own set of challenges though. The high cost of implementing new technology, especially for sustainable materials and low carbon technology puts pressure on the margin (Hu and Zeng, 2024). Furthermore, coordination in global supply chain activities and compliance with different environment legislations adds up to the difficulties of implementation since sustainability is not perceived as exclusive to companies anymore but rather a common practice for all sectors, keeping ahead of the curve .
[bookmark: _Toc224878343]5.2 Strategic Recommendations
Unilever can take a number of steps to improve its competitive standing. First, Unilever could increase investment into developing new types of circular packaging, especially for scalable recyclable and reusable materials, that is also aligned with an increase of regulation and addressing growing concern over plastic waste (Knoblauch and Mederake, 2021).
Secondly, Unilever needs to broaden its application of artificial intelligence (AI) based on supply chain optimization to increase productivity while reducing costs. Artificial intelligence could be used for improving demand planning, minimize waste and increase resilience in complex global supply networks (Abaku et al., 2024).
Third, the firm should expand its sustainable products line in developing countries since there is an increasing demand of cheap but sustainable products and thus Unilever can capture some growth opportunity at the same time as enhancing its position on sustainability (Inkwood Research, 2024).
Lastly, Unilever needs better collaboration with its suppliers in order to further sustainable sourcing. Crossvalue chain cooperation could increase transparency, ensure that it meets the applicable requirements for the environment, and minimize future risk.
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The report analyses the strategic position of Unilever’s in terms of external and internal forces which has showed that Unilever is operating in a very complicated place with economic uncertainty and growing international competition. Environmental regulations in particular, higher energy prices, and a shift by consumers toward environmentally friendly products are affecting competitiveness.
The study shows how the concept of sustainability moved out of the realm of regulatory compliance to become one of the sources for competitiveness. Unilever’s differentiation strategy, which is backed up with high brand value as well as early commitment on environmental issues, allows for keeping a high price position while responding to consumers’ demand shifts. This edge however isn’t a fixed state with competition catching up rapidly and the continued challenges of cost pressure and complexity impeding its adoption.
Smart innovation will be vital for competitiveness going forward. Investment in circular packaging, digital supply chain optimization and expansion into new markets will become necessary in order to reconcile sustainable objectives with costs. Finally, the question is if it can meet its obligations to the environment and society while still turning a profit in this transition to a more sustainable world.
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