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The intense competition in the fashion industry has 
compelled Uniqlo Indonesia to continuously 
innovate its products and adopt digital marketing 
strategies in order to strengthen its brand image 
and achieve competitive differentiation. This 
conceptual paper examines the role of product 
innovation and digital marketing strategy in 
building competitive differentiation through the 
mediation of brand image. Drawing on recent 
theoretical frameworks, we posit that product 
innovation and digital marketing exert a positive 
influence on brand image and a firm’s competitive 
advantage. Through a review of up-to-date 
literature, this article explores the concepts of 
product innovation, digital marketing strategy, 
brand image, and competitive differentiation and 
develops a conceptual framework along with 
research hypotheses. The insights from this 
discussion are expected to contribute to the 
development of business strategies for Uniqlo 
Indonesia and other fashion retail companies in 
leveraging innovation and digital marketing to 
build a strong brand image, thereby securing a 
differentiation-based competitive edge in the 
market. 
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INTRODUCTION 
Uniqlo Indonesia is part of one of the world’s largest global fashion 

companies, known for its LifeWear concept and focus on quality casual apparel. 
Since expanding into Indonesia in 2013, Uniqlo has grown rapidly, operating 
about 77 stores across various cities by 2025 (Fast Retailing, 2025). As a major 
player in apparel retail, Uniqlo faces increasingly intense business competition, 
both from other global brands like H&M and Zara as well as from local brands. 
This situation demands that Uniqlo build a competitive differentiation, a unique 
competitive advantage, to remain ahead. Two key variables in pursuing this goal 
are product innovation and digital marketing strategy. Uniqlo’s product 
innovation is evident in the development of technology-infused clothing lines 
such as HeatTech and AIRism, which serve as the company’s unique selling 
points. Meanwhile, its digital marketing strategy is carried out through 
integrating online–offline channels and active campaigns on social media and e-
commerce platforms to reach consumers in the digital era. Both efforts contribute 
to shaping Uniqlo’s brand image as an innovative, customer-centric brand, which 
in turn lays the foundation for the company’s competitive differentiation. In 
other words, product innovation provides unique value to customers, while 
effective digital marketing reinforces communication of that value to the market, 
thereby creating a strong brand image that distinguishes Uniqlo from its 
competitors. 

Various recent data and studies support the urgency of focusing on 
product innovation and digital marketing for Uniqlo Indonesia. The number of 
Uniqlo outlets in Indonesia increased from 40 stores in 2021 to 72 stores in 2024, 
indicating aggressive business expansion (Fast Retailing, 2025). In terms of brand 
position, a Populix survey in December 2021 showed that Uniqlo was among the 
top five favorite fashion brands in Indonesia, chosen by 31% of respondents, 
below Adidas (40%), H&M (39%), and Converse (34%) (Databoks, 2025). This 
indicates that Uniqlo already holds a strong brand image in the minds of 
Indonesian consumers. However, in the digital transformation era, Uniqlo faces 
challenges in optimizing its online channels. During the pandemic, consumer 
shopping shifted drastically toward online channels. An internal report showed 
that online sales contributed only 16% of Uniqlo Indonesia’s revenue (versus 84% 
offline), the lowest among its competitors; accordingly, the company set a target 
to increase the online contribution to 20%. This condition reflects the need for a 
more aggressive and effective digital marketing strategy. According to data from 
We Are Social (2024), 59.3% of internet users in Indonesia shop online every 
week, a proportion that exceeds the global average (Tricruise Marketing 
Indonesia, 2024). This high frequency of online shopping underlines that fashion 
retailers must maintain an active presence on digital channels. The Co-Chief 
Operating Officer of Uniqlo Indonesia, Ryohei Sato, even affirmed the company’s 
commitment to transform in the e-commerce realm to meet customer needs: “We 
will remain committed to continuously evolving to meet customer needs… we 
are implementing this into an e-commerce transformation” (MarketTrack 
Indonesia, 2024). This statement shows that Uniqlo’s management recognizes the 
importance of digital service innovation to provide a faster, easier, and more 
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personalized shopping experience for consumers. Through a series of digital 
initiatives (such as launching a new website, mobile app, click & collect service, 
and even an e-concierge), Uniqlo is striving to strengthen the connectivity of its 
online–offline channels and enhance its brand image as a modern retailer that is 
customer-oriented (MarketTrack Indonesia, 2024). These innovative efforts are 
expected to maintain customer loyalty and attract new consumer segments, 
enabling Uniqlo to differentiate itself from competitors in a sustainable way. 

Conceptually, the interrelationships among the variables in this study can 
be explained as follows: Product innovation and digital marketing strategy serve 
as external factors of the company that can influence brand image in the minds 
of consumers, and a strong brand image subsequently becomes the key to 
achieving competitive differentiation. Product innovation provides Uniqlo’s 
products with uniqueness or added value, which can improve consumers’ 
perceptions of the brand (for example, being seen as innovative and high-
quality). Meanwhile, an appropriate digital marketing strategy enables the 
company to build consistent communication and interaction with consumers 
across various digital platforms, thereby strengthening positive associations with 
the brand. These two variables complement each other in building brand image. 
A positive brand image, for instance, being known as an innovative, trendy, and 
trustworthy brand, will enhance Uniqlo’s competitive differentiation because 
consumers tend to be more loyal and less price-sensitive toward brands with a 
strong image (Pang, 2024). In other words, brand image functions as a mediator 
that channels the influence of product innovation and digital marketing into the 
creation of differentiation-based competitive advantage. Prior empirical findings 
support this relational framework: Yasa et al. (2025) stated that “product 
innovation and digital marketing significantly influence brand image and 
competitive advantage” (Al-Abdallah & Al-Salim, 2021; Ferreira & Coelho, 2020). 
In addition, Pang (2024) emphasized that a strong brand image helps companies 
improve competitive advantage and customer loyalty. Therefore, we can 
conceptually posit that optimizing product innovation and digital marketing 
strategy will strengthen Uniqlo’s brand image, which in turn will contribute to 
the company’s competitive differentiation in the Indonesian fashion market. 
 
Problem Statement 

The core issue raised in this conceptual study is how Uniqlo Indonesia can 
leverage product innovation and digital marketing strategy to build a strong 
brand image, thereby yielding competitive differentiation amid increasingly 
fierce market competition in fashion. Although Uniqlo is already known as a 
global brand with innovative products and an extensive store network, a 
challenge arises in sustaining a continuous sense of uniqueness in the eyes of 
consumers. Competitors are constantly emerging with new fashion trends and 
aggressive digital marketing campaigns, so Uniqlo’s differentiation can erode if 
not managed properly. This problem statement stems from phenomena where 
some performance indicators of Uniqlo suggest room for improvement; for 
example, the relatively low contribution of online sales compared to competitors 
and a gap between Uniqlo’s popularity and that of other global fashion brands 
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in the local market (Dihni, 2022). Hence, a deeper understanding is needed of the 
role of product innovation and digital marketing in strengthening Uniqlo’s brand 
image, which is expected to be the key to its competitive differentiation. 

From an academic perspective, this problem also encompasses a research 
gap that this study seeks to address. Most prior studies on Uniqlo or the fashion 
industry in Indonesia have focused on certain specific marketing aspects (e.g., 
consumer behavior, omnichannel strategy) or single variables such as product 
quality. There is a lack of research that comprehensively examines the 
interconnected roles of product innovation, digital marketing strategy, brand 
image, and competitive differentiation in the context of a global fashion brand in 
an emerging market like Indonesia. Notably, Yasa et al. (2025) investigated a 
similar framework in the local craft industry (Endek Bali) and found the 
important mediating role of brand image. However, the context of a 
multinational company like Uniqlo may exhibit different dynamics, for example, 
due to a larger operational scale, a broader customer base, and the intensity of 
global competition. Based on this, the research question can be formulated as 
follows: “How do product innovation and digital marketing strategy contribute 
to building Uniqlo Indonesia’s brand image, and to what extent does that brand 
image play a role in realizing the company’s competitive differentiation?” This 
question underpins the development of the conceptual framework and 
hypotheses that will be examined theoretically in this paper. 
 
Significance of Study 

This conceptual study is expected to have both theoretical and practical 
significance. From a theoretical perspective, this research enriches the marketing 
management and strategy literature by integrating four key variables, product 
innovation, digital marketing, brand image, and competitive differentiation, into 
one unified conceptual framework. The findings and arguments of this study will 
provide indirect empirical support (through references to prior studies) that the 
combination of innovation and digital marketing can create a competitive 
advantage through the formation of a strong brand image. The conceptual 
framework, adapted from Yasa et al. (2025) and Prakasa et al. (2024), is extended 
to the context of a global fashion company. Thus, the scholarly contribution of 
this research is the proposal of a conceptual model that can serve as a reference 
for subsequent studies, for example, for empirical testing in the fashion retail 
sector or other creative industries. In addition, this study provides the latest 
references (post-2021) regarding the mediating role of brand image in the 
relationship between innovation, marketing, and competitive advantage, a topic 
that is increasingly relevant in the digital era but still limited in discussion within 
emerging market contexts. 

From a practical standpoint, the results of this analysis are beneficial for 
Uniqlo Indonesia’s management and similar industry players in formulating 
differentiation strategies. An in-depth understanding of the importance of 
product innovation and digital marketing to brand perception will help 
companies design targeted programs to enhance brand image. For instance, 
Uniqlo could focus more on developing innovative products that align with local 



Formosa Journal of Multidisciplinary Research (FJMR) 
Vol. 4 No. 12, 2025: 5737-5752                                                                                          

  5741 
 

trends while simultaneously strengthening the innovative brand narrative 
through creative digital campaigns. This study underscores that brand image is 
not merely an output of marketing activities but a strategic asset that can serve 
as a differentiator in the market. Knowing that a strong brand image can shape 
customer loyalty and reduce price sensitivity (Kotler & Keller, 2011), managers 
can allocate resources to initiatives aimed at improving brand image, such as 
increasing engagement on social media, pursuing branding collaborations with 
local icons, or implementing technology-based customer service. For the fashion 
industry in general, especially in Indonesia, these conceptual findings highlight 
the need for balance between product innovation (upstream) and digital 
marketing communication (downstream) in order to win the competition. 
Government and other stakeholders can also take note that supporting 
innovation and digitalization among fashion SMEs will enhance their 
competitiveness. Overall, the significance of this study lies in its recommendation 
that integrating product innovation with digital marketing strategy, focused on 
strengthening brand image, is an effective approach to achieve sustainable 
competitive differentiation in the modern fashion industry. 
 
LITERATURE REVIEW  
Product Innovation 

Product innovation is defined as the process of creating or improving 
products that offer unique features or new benefits to consumers, beyond 
previous products or those of competitors. According to experts, product 
innovation is a primary driver of competitive advantage and brand 
differentiation. Tidd and Bessant (2018) emphasize that through innovation, 
companies can meet continuously evolving consumer preferences, so the brand 
is perceived as innovative and customer-focused. In other words, introducing 
new products or relevant new features will strengthen the brand’s position in the 
market. Empirical research supports this view: Al-Abdallah and Al-Salim (2021) 
found that innovative products not only increase positive perceptions of the 
brand but also strengthen consumer loyalty. Successful product innovation 
creates an image of the company as a market leader that is continually 
innovating. This aligns with the opinion of Narayanan and Das (2022), who state 
that product innovation plays an important role in positioning a brand as a 
market leader in consumers’ minds. 

Several recent studies have further reinforced the positive relationship 
between product innovation and brand image. Yang and Tan (2017) earlier 
highlighted that product innovation is a key factor in improving product and 
brand image. Later, Lari et al. (2022) and Kittur et al. (2023) each reported that 
product innovation effectively enhances the brand image of a product in 
consumers’ eyes. Even a recent study by Nik et al. (2024) also demonstrated a 
positive and significant relationship between product innovation and brand 
image. The consistency of findings across these studies underlines the 
importance of product innovation’s role in strengthening brand image. 
Innovation across various product aspects, from raw materials, production 
processes, and design to product functionality, can significantly bolster market 



Ilham, Rubiyanti, Widodo 

5742 
 

perception and the brand’s competitive positioning. This applies to Uniqlo’s 
context as well; through innovations like HeatTech technology, AIRism fabric, 
and creative collaboration collections (for example, the UT line of graphic T-
shirts), Uniqlo has succeeded in creating a unique appeal that enriches its brand 
image as an innovator in the fashion industry. One publication illustrates this: 
“Through product innovations such as HeatTech and AIRism, Uniqlo’s PR 
showcases the technological superiority of their products via digital advertising, 
in-store promotions, and social media interactions, creating a consistent and 
unified message across all channels” (Aziza & Dewi, 2025). This example 
demonstrates how product innovation at Uniqlo is communicated in an 
integrated manner, thereby cultivating a strong global brand image. 

Hypothesis 1 (H1): Product innovation has a positive effect on brand image. In 
other words, the higher the level of Uniqlo’s product innovation (in terms of 
quality, features, design, etc.), the more positive Uniqlo’s brand image will be in 
the eyes of consumers. (Support: Prior research findings indicate that product 
innovation enhances brand image, and brands with a high degree of innovation are 
perceived as superior by consumers.) 
 
Digital Marketing Strategy 

Digital marketing strategy refers to a company’s integrated plan for 
leveraging digital platforms, such as social media, email, websites, e-commerce, 
and other online channels, for promotion, interaction, and relationship-building 
with consumers. Digital marketing focuses on creating engagement and a 
consistent brand experience in the virtual world, thereby shaping consumer 
perceptions and loyalty. With developments in information technology, digital 
marketing has become an essential element of the modern marketing 
communications mix. It allows a company to deliver its brand narrative in an 
interactive and personalized way to a broad target audience. Research by 
Bowden and Mirzaei (2021) and Fashami et al. (2022) confirms that digital 
marketing strategies significantly influence consumers’ perception of a brand, 
especially in the context of SMEs. Through creative and consistent digital 
campaigns, companies can increase brand awareness and shape brand image in 
the minds of online consumers. For example, engaging social media content, 
influencer partnerships, and two-way interaction on online platforms all 
contribute to building a brand image that feels close and relevant to the lifestyle 
of today’s consumers. 

Current empirical studies support the powerful role of digital marketing 
in building brand image. Guha et al. (2021) found that digital marketing has a 
positive impact on improving brand image. This means that promotional efforts 
via digital channels (such as social media ads, YouTube videos, and website 
campaigns) effectively increase consumers’ positive views of the brand. Similar 
findings are reported by Marques et al. (2021) and Garner (2022), where intensive 
digital strategies were shown to improve brand image and customer 
engagement. Furthermore, Rojíková et al. (2023) confirmed that digital marketing 
has a positive effect on brand image across various industry contexts. From the 
consumer’s perspective, enjoyable and informative digital interactions with a 
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brand will strengthen the emotional bond with the brand as well as perceptions 
of its quality. For a company like Uniqlo, a strong digital presence is crucial given 
that its target market includes younger, tech-savvy generations. Case reports 
indicate that Uniqlo Indonesia has adopted omnichannel integration, linking 
offline and online stores, as part of its digital strategy. By enhancing every 
customer touchpoint across all channels (website, app, social media, physical 
stores), Uniqlo aims to provide a seamless shopping experience that ultimately 
elevates its brand image as a retailer that is modern, responsive, and customer-
centric. 

More specifically, the use of influencer marketing and localized content 
are digital tactics that can strengthen Uniqlo’s image in Indonesia. For example, 
in celebrating 10 years of Uniqlo Indonesia, the company collaborated with iconic 
local brands (such as GoJek, Indomie, and Tolak Angin) in a special UTme T-shirt 
campaign (Marketing Interactive, 2023). This collaborative digital campaign 
went viral on social media and successfully ingrained the image of Uniqlo as a 
global brand that appreciates local culture. Additionally, marketers reported that 
Uniqlo employs influencer marketing by effectively engaging micro- and nano-
influencers to reach specific target communities (Alessandrina, 2024). This 
approach aligns with the trend that personal recommendations on digital 
platforms can increase consumer trust and significantly boost brand image. 

Hypothesis 2 (H2): Digital marketing strategy has a positive effect on brand 
image. In other words, the more effective and intensive Uniqlo’s digital marketing 
strategy (for example, via social media presence, creative content, and online 
interactivity), the more positive Uniqlo’s brand image will be in consumer 
perceptions. 
 
Brand Image and Competitive Differentiation 

Brand image is the unique perception or impression that forms in 
consumers’ minds regarding a brand, encompassing associations about the 
brand’s quality, value, personality, and the advantages it offers compared to 
competitors. A strong brand image means that consumers hold confident and 
positive feelings toward the brand and can clearly distinguish it from other 
brands. In a competitive context, brand image is a highly valuable intangible 
asset. Kotler and Keller (2011) state that a strong brand image is crucial for 
achieving competitive advantage, because a positive image encourages customer 
loyalty and reduces their sensitivity to price. In other words, consumers are 
willing to keep choosing that brand even if there are cheaper alternatives because 
the brand’s image has been firmly embedded (for example, associated with 
superior quality or a certain status). Thus, brand image can be a source of 
competitive differentiation, i.e., an advantage that makes a company superior 
due to differences in brand perception compared to competitors. 

Competitive differentiation itself refers to a company’s ability to offer 
something unique and valuable that competitors cannot easily imitate, thereby 
giving the company a special position in the market. According to Porter’s 
generic strategy theory, differentiation (including through branding) is one of the 
main ways to achieve competitive advantage, alongside cost leadership. Brand 
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image plays a central role in differentiation strategy because it represents the 
manifestation of the uniqueness of a company’s offerings in the eyes of 
consumers. Nguyen Van et al. (2023) found that brands with an established, 
positive image are able to enhance their market position and create long-term 
value for the business. Similarly, Panda et al. (2019) confirmed that a good brand 
image correlates with higher business performance and the sustained durability 
of competitive advantage. Conceptually, when consumers have a strong image 
of a brand’s quality and distinctiveness, that brand is automatically differentiated 
from its competitors, this is what we refer to as brand-based differentiation. 

In the study by Yasa et al. (2025) that serves as one of our references, it was 
found that brand image not only increases competitive advantage directly but 
also mediates the influence of other factors (innovation, marketing) on 
competitive advantage. This means that the efforts in product innovation and 
new marketing initiatives truly yield optimal impact on competitive advantage 
if they successfully shape a positive brand image in the market. Brand image 
functions like a bridge between the company’s internal activities and the external 
perceptions of customers that ultimately determine their choices. If Uniqlo’s 
image in consumers’ minds is “high-quality clothing with innovative technology, 
affordable prices, and relevant style,” then Uniqlo has achieved a differentiation 
that is difficult for its direct competitors to match. The Populix 2021 data 
mentioned earlier showed that Uniqlo ranked high in fashion brand preference 
in Indonesia (Dihni, 2022), which indicates that the brand’s image is quite strong 
in the local market. However, to become top of mind and truly excel, Uniqlo needs 
to continuously strengthen that image through ongoing innovation and digital 
interaction as described above. 

To illustrate the importance of brand image, Parris and Guzman (2023) 
noted in a study that “a strong brand image is regarded as the most powerful 
tool for building competitive advantage” (Sandhu & Shabbir, 2023). This is 
because brand image taps into consumers’ emotional and psychological aspects, 
which are hard for competitors to duplicate. Loyalty arising from a positive 
brand image creates a base of devoted customers and high brand equity, which 
in turn gives the company greater profit margins and market share. For Uniqlo 
Indonesia, the brand image that has been established—of a brand that is trendy 
yet functional, fashionable yet affordable—is an important source of 
differentiation among other fashion brands. This differentiation enables Uniqlo 
to stay competitive even without always engaging in the lowest-price 
competition or offering the most luxurious styles—because customers appreciate 
Uniqlo’s unique value proposition as defined by the brand image they recognize. 

Hypothesis 3 (H3): Brand image has a positive effect on competitive 
differentiation. In other words, the stronger and more positive Uniqlo’s brand 
image is in consumers’ minds, the greater the differentiation-based competitive 
advantage Uniqlo will have compared to its competitors. (Support: A strong brand 
image drives loyalty and reduces price sensitivity, which means the brand enjoys a 
distinct competitive edge. Recent research (2023) also confirms that a good brand image 
reinforces a company’s long-term market position. 
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(Note: In this context, competitive differentiation is manifested as brand-based 
competitive advantages such as higher consumer preference, greater customer retention, 
and Uniqlo’s ability to pursue strategies beyond price wars.) 
 
Conceptual Framework 

Building on the above literature review, a theoretical framework is 
formulated to map out the relationships among the key variables: product 
innovation, digital marketing strategy, brand image, and competitive 
differentiation. This framework is an adaptation and development of the models 
by Yasa et al. (2025) and Prakasa et al. (2024), tailored to the context of Uniqlo 
Indonesia. Figure 1 illustrates the conceptual model, wherein product innovation 
and digital marketing strategy act as independent variables influencing brand 
image (a mediating variable), and brand image subsequently impacts 
competitive differentiation (the dependent variable, i.e., differentiation-based 
competitive advantage). 

 
Figure 1. Conceptual Research Framework (adapted from Yasa et al., 2025). 

 
As shown above, this conceptual model contains three primary causal 

relationships: (1) Product innovation → Brand image (H1); (2) Digital marketing 
→ Brand image (H2); and (3) Brand image → Competitive differentiation (H3). 
In addition, the framework indicates a mediating role of brand image in the 
relationships between product innovation and differentiation and between 
digital marketing and differentiation. In other words, product innovation and 
digital marketing are predicted to not only have direct impacts on competitive 
advantage but also especially to influence it through the formation of a strong 
brand image. This aligns with the argument that “digital marketing serves as a 
key tool for promoting innovative products, building a strong brand image, and 
ultimately driving competitive advantage” (Sari & Wibowo, 2024). That 
statement underlines the strategic role of digital marketing in communicating 
product innovation to strengthen brand image, which in turn boosts the 
company’s competitive advantage. 

The flow of this theoretical framework can be described as follows: Uniqlo 
Indonesia continually engages in product innovation (for example, launching 
new collections with the latest technology and designs) and implements an 
integrated digital marketing strategy (active in e-commerce, social media, and 
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omnichannel initiatives). These two efforts improve Uniqlo’s brand image—
consumers come to see Uniqlo as a brand that is innovative, modern, and 
responsive to their needs. A progressively more positive and stronger brand 
image then makes the brand stand out compared to other fashion brands, 
resulting in competitive differentiation in the form of higher consumer 
preference for Uniqlo. Yasa et al. (2025) demonstrated that product innovation 
and digital marketing both have positive and significant effects on brand image 
as well as on competitive advantage, and that brand image serves as a vital 
mediator in those relationships. Accordingly, this framework adopts those 
findings in the Uniqlo context: it is assumed that both product innovation and 
digital marketing by Uniqlo will enhance its brand image, and Uniqlo’s strong 
brand image will greatly contribute to the company’s differentiation advantage 
in the Indonesian market. 

This theoretical framework provides a foundation for hypothesis testing 
in subsequent research (if an empirical study were to be conducted). The three 
hypotheses (H1, H2, and H3) have been formulated in the literature review 
section. If an empirical study is carried out, researchers could also test mediation 
hypotheses, for example, H4: Product innovation positively influences 
competitive differentiation through the mediation of brand image; and H5: 
Digital marketing positively influences competitive differentiation through the 
mediation of brand image. Such mediation hypotheses would be in line with the 
findings of Yasa et al. (2025), who confirmed full/partial mediation by brand 
image in the relationship between innovation/marketing and competitive 
advantage. 

Overall, this conceptual framework underscores the importance of 
building a strong brand image through the synergy of product innovation and 
digital marketing strategy to achieve competitive differentiation. The framework 
can serve as a strategic guideline for Uniqlo Indonesia in evaluating and 
designing business initiatives: every new product innovation should be 
supported by effective digital campaigns to reinforce the brand image so that the 
innovation is truly translated into a competitive advantage perceived by the 
market. 
 
METHODOLOGY 

This conceptual study proposes a quantitative method approach for 
empirically testing the framework and hypotheses that have been developed. A 
quantitative method is chosen because it is suitable for examining relationships 
between variables and causal effects objectively through numerical data and 
statistical analysis. By definition, “quantitative research is the method of 
employing numerical values derived from observations to explain and describe 
the phenomena that the observations can reflect” (Alharahsheh & Pius, 2020). In 
other words, quantitative research uses data in the form of numbers (for example, 
from questionnaire surveys) to explain relationships between phenomena 
according to a given theory or hypothesis. This method allows hypotheses to be 
tested in a measurable way using statistical tests, so one can determine the 
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significance and strength of the influence of independent variables on dependent 
variables. 

In the proposed study, a quantitative design could take the form of a cross-
sectional survey of Uniqlo Indonesia’s consumers. The target population might 
include, for instance, Uniqlo’s customers or social media followers (representing 
the millennial/Gen Z target market). An appropriate sampling technique would 
be purposive or convenience sampling to recruit respondents who have 
purchased Uniqlo products or are at least familiar with the Uniqlo brand. A 
structured questionnaire will be used to measure the variables: product 
innovation (X1), digital marketing strategy (X2), brand image (M), and 
competitive differentiation/competitive advantage (Y). Each construct will be 
measured by several indicators or items derived from prior studies. For example, 
product innovation indicators may cover respondents’ perceptions of the novelty 
in Uniqlo’s product designs, features, and quality; digital marketing could be 
measured by the intensity and quality of Uniqlo’s online interactions (social 
media, website, app); brand image could be gauged by brand associations (e.g., 
being modern, innovative, reliable, etc.); and competitive differentiation could be 
measured by respondents’ perceived uniqueness of Uniqlo compared to other 
brands, as well as their preference for Uniqlo. 

The research instrument will undergo validity and reliability testing 
before being deployed widely. Once data are collected, quantitative analysis will 
be conducted, potentially using techniques like SEM (Structural Equation 
Modeling) with software such as SmartPLS or AMOS. SEM is selected because it 
can test both direct and indirect (mediated) relationships simultaneously within 
a single model. For example, Yasa et al. (2025) used PLS-SEM to analyze a similar 
model and succeeded in validating all the hypothesized relationships among the 
variables. A mediation test for brand image can also be performed by examining 
the significance of the indirect effect X→M→Y. Typically, hypothesis testing 
criteria would use a p-value < 0.05 to declare a relationship significant at the 95% 
confidence level. 

Applying a quantitative method in this context is expected to provide 
robust and generalizable results. For instance, if the data support the hypotheses, 
we would observe significant t-statistics and p-values for H1, H2, and H3, for 
example, hypothetical findings: product innovation positively affects brand 
image (p < 0.01), digital marketing positively affects brand image (p < 0.05), and 
brand image positively affects competitive advantage (p < 0.001). In addition, a 
mediation test might reveal that the effects of product innovation and digital 
marketing on competitive advantage become non-significant when brand image 
is included in the model, indicating full mediation by brand image. Such results 
would be consistent with the proposed theoretical framework, where brand 
image emerges as a key determinant of competitive differentiation. 

For reference, Creswell and Creswell (2018) explain that quantitative 
research involves testing theories via measurable variables and analyzing data 
with statistical procedures. Accordingly, the quantitative methodology in this 
study will follow that principle: it begins with a theoretical framework and 
hypotheses, then numerical data (e.g., Likert scale 1–5 responses) are collected 



Ilham, Rubiyanti, Widodo 

5748 
 

from respondents, and finally the data are analyzed using inferential statistics to 
test whether the data support the hypotheses. This approach ensures objectivity 
and precision in concluding the relationships among variables, and it also allows 
replication in different contexts for the sake of generalization. 

It should be noted that although this study is conceptual and does not 
conduct its own data collection, outlining the quantitative methodology remains 
important to demonstrate a plan for empirically testing the proposed model. This 
follows the academic research norm that a conceptual model should ideally be 
falsifiable or verifiable through data. With a clear methodological design in place, 
it is hoped that follow-up research can be carried out to evaluate this model in 
the context of Uniqlo Indonesia or similar companies, with results that may 
strengthen or modify the theoretical framework according to empirical findings. 
 
RESEARCH RESULT 

Recent literature consistently points out the vital importance of both 
product innovation and digital marketing strategy in enhancing a firm’s brand 
image and, by extension, its competitive differentiation. Companies that 
continuously innovate their products tend to cultivate a stronger brand image 
(e.g., as innovative and quality-focused), which helps set them apart in the 
market. Likewise, effective digital marketing initiatives, such as engaging social 
media campaigns and seamless online–offline integration, reinforce positive 
consumer perceptions of the brand. Empirical studies have found significant 
evidence for these effects. For instance, Yasa et al. (2025) report that product 
innovation and digital marketing both exert a positive and significant influence 
on brand image, which in turn bolsters the firm’s competitive advantage. This 
aligns with earlier findings that innovation and marketing capabilities are critical 
drivers of favorable brand perceptions and superior market performance. 
Together, these strategies provide complementary pathways for firms to 
differentiate themselves: product innovation creates unique value offerings, 
while digital marketing amplifies and communicates that value to consumers, 
jointly strengthening the brand’s image in the eyes of the market. 

A strong brand image has emerged in recent studies as a vital mediating 
factor linking innovation and marketing efforts to competitive differentiation. 
Brands that are perceived as innovative, trendy, and customer-centric tend to 
enjoy greater customer loyalty and reduced price sensitivity, outcomes which 
translate into a competitive edge. Pang (2024) emphasizes that cultivating a 
positive brand image “can help companies enhance their competitive advantages and 
increase customer loyalty”. In other words, when product innovation and digital 
marketing effectively build up the brand’s reputation and distinctiveness, 
consumers respond with stronger attachment and willingness to support the 
brand, thereby solidifying the firm’s differentiation in the marketplace. Recent 
analyses have even suggested that a robust brand image is one of the most 
powerful tools for achieving sustainable competitive advantage. In light of this 
evidence, the literature suggests that firms should leverage product innovation 
and digital marketing in tandem to foster a distinctive brand image, which then 
serves as the cornerstone for differentiation-based competitive advantage. 
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DISCUSSION 
In summary, these conceptual findings carry important theoretical and 

practical implications for Uniqlo Indonesia and the broader fashion retail 
industry. Theoretically, the analysis reinforces the idea that brand image 
functions as a key mediator between a firm’s innovation and marketing 
initiatives and its competitive differentiation, extending prior frameworks (such 
as Yasa et al., 2025) to the context of a global fashion brand. This underscores that 
even in a highly competitive and dynamic market, the synergy of product 
innovation and digital marketing can create a reinforcing cycle that elevates 
brand image and, consequently, competitive advantage. Practically, the findings 
suggest that Uniqlo Indonesia should continue to invest in continuous product 
innovation (for example, advancing its tech-infused apparel lines) and in robust 
digital marketing strategies (such as strengthening e-commerce platforms and 
creative social media engagement) to maintain and enhance its innovative, 
customer-oriented brand image. By doing so, Uniqlo can cultivate greater 
customer loyalty and an enduring differentiation from competitors, as a strong 
brand image “can help companies enhance their competitive advantages and increase 
customer loyalty”. More broadly, for fashion industry players, this highlights the 
need to balance upstream innovation with downstream digital communication 
efforts to build a resilient brand image. Companies that effectively integrate 
innovative products with strategic digital marketing are more likely to secure a 
sustainable differentiation-based competitive edge in today’s digital era. 

 
CONCLUSIONS AND RECOMMENDATIONS 

In an era of dynamic and digitalized competition in the fashion industry, 
product innovation and digital marketing strategy have emerged as two main 
pillars that can support a firm’s competitive advantage by building a strong 
brand image. This conceptual paper has elaborated on how Uniqlo Indonesia, as 
a case study, can harness product innovation and digital marketing to create 
competitive differentiation. The proposed conceptual approach demonstrates an 
integrated relationship: product innovation and digital marketing contribute 
positively to brand image formation, and a positive brand image in turn leads to 
differentiation advantage for the company. 

Recent literature supports this proposition. Product innovation has 
consistently been shown to improve consumers’ perceptions of a brand, because 
innovative products affirm the brand’s position as a pioneer that fulfills new 
customer needs and desires. Likewise, effective digital marketing strategies are 
capable of extending the reach of brand messages and building closer 
relationships with consumers, which ultimately improve the brand’s image in 
their minds. Furthermore, a strong brand image serves as a competitive 
advantage in itself brands with a positive image earn greater loyalty and are not 
easily imitated by competitors, thereby achieving sustainable differentiation 
(Pang, 2024). 

For Uniqlo Indonesia, the implications of this discussion are very concrete. 
The company needs to continuously push product innovation, whether in terms 
of material technology (for example, AIRism and HeatTech), fashion design, or 
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creative collaborations with relevant local or international brands, so that it 
always offers something unique compared to competitors. However, innovation 
alone is not sufficient without proper communication; this is where the 
importance of a digital marketing strategy comes in. Uniqlo must strengthen its 
digital presence through a seamless omnichannel experience, creative digital 
content, engaging social media interactions, and responsive online services. Such 
a digital strategy will fortify Uniqlo’s image as a modern and innovative brand. 
Conversely, if these aspects are neglected as past data showed with Uniqlo’s low 
online sales contribution the company could fall behind in the digital 
competition. 

The key conclusion of this conceptual study is that product innovation and 
digital marketing play pivotal roles in building brand image, and a strong brand 
image in turn becomes a competitive differentiator for the company. This 
conceptual finding is consistent with several prior studies that state that a well-
integrated approach to innovation, marketing, and branding will yield 
competitive advantages for firms (Sari & Wibowo, 2024). By understanding this 
relational framework, Uniqlo’s managers and similar business practitioners can 
formulate more targeted strategies for example, investment in new product R&D 
should be balanced with investment in digital branding campaigns so that each 
innovation delivers an optimal impact on brand image. 

Naturally, as a conceptual paper, this discussion has limitations since it 
has not empirically tested the model. Therefore, a recommendation for future 
research is to conduct quantitative studies (surveys or experiments) to test the 
hypothesized relationships in this theoretical framework within the context of 
Uniqlo or other fashion industries. Such studies could also explore whether there 
are moderating factors (e.g., consumer demographics, product categories) that 
influence the strength of the variable relationships. Additionally, future research 
could incorporate other variables such as customer satisfaction or loyalty as 
outcomes of brand image to provide a more comprehensive picture of the model. 

In conclusion, this conceptual study provides the insight that competitive 
differentiation strategies in the digital era cannot be separated from innovation 
and branding. Uniqlo Indonesia and any company that aspires to excel—needs 
to “innovate and tell the story,” meaning it must continuously deliver valuable 
product innovations while telling the story of that value through digital media to 
build a robust brand image. By doing so, sustainable competitive differentiation 
can be achieved, because the company secures a unique position in the minds 
and hearts of consumers that is not easily replaced by other competitors. 

 
ADVANCED RESEARCH 

Future research should empirically test the proposed conceptual model by 
examining the mediating role of brand image in the relationship between product 
innovation, digital marketing strategy, and competitive differentiation within the 
fashion retail industry. Using a quantitative approach such as Structural 
Equation Modeling (SEM), further studies can analyze consumer perceptions 
across different market segments to identify which dimensions of innovation and 
digital marketing most strongly influence brand image. Additionally, 
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comparative studies between global and local fashion brands in Indonesia would 
provide deeper insights into how contextual factors shape differentiation 
strategies, thereby enriching both theoretical understanding and managerial 
implications for sustaining competitive advantage in the digital era. 
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