Adidas – Europe’s Leading Manufacturer of Sportswear

Executive summary

Strategic management is considered to be one of the essential parts of any organization. The main purpose of this assignment has been to ascertain competitive strategy that Adidas have implemented for developing a current competitive position in the market. It also tries to understand the advantage and limitation of the strategy in the present environment. The study tries to offer an action plan to implement the strategy. It also tries to suggest the company to improve the competitive position. Adidas has been involved in the sports industry offering the athletes with a different product that they need. Adidas has been equally competitive as that of Nike regarding revenues and market share. It has been noted that to remain competitive Adidas implements differentiation strategy by producing unique products and services. Adidas tends to pay attention to classic items and tries to focus on best marketing and distribution channels in distinct countries. It also tries to evaluate consumer behavior and try to work hard to attain prime shelf space. It becomes important for the company to pay attention to the focus group and thus design products accordingly. It is also suggestible that the company practice one strategy that is differentiation strategy instead of both focus and differentiation.
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1.0 Introduction
Strategic management is considered to be one of the most discussed and studied topics at the enterprise level. In the twenty-first century, there are several global challenges at the macro level. One of the main challenges has been to manage sustainable development along with the green economy strategically. In case of long-term development strategy, there are long-term objectives. However, it can be revealed there is continues changes in the environment (Abele, 2011).  Furthermore the domestic, as well as the international environment, also doesn’t prove to be certain. Owing to the fact that main body along with the resources of strategic management tends to alter continuously with the pace of time, it becomes quite essential to implement a method in order to track, manage and attain feedback so that adequate adjustments can be made in order to keep pace with the events (Johnson, Scholes & Whittington, 2005). 

This particular project aims at dealing with the case study of Adidas which has been involved in the design and development of different athletic and sports lifestyle products. The company sells different products to customers such as footwear, apparels, and hardware. The products of the company are marketed under the brand name of Adidas and Reebok. The project shall try to ascertain the competitive strategy used by Adidas for developing a current competitive position. 

1.1 Report Remit

In this particular paper, a brief introduction to the organization shall be discussed in detail. The paper shall try to understand regarding Adidas history and its mission along with the financial information related to the company. The paper shall try to examine the strategy that Adidas tends to employ at the business level to attain competitive advantage. Porter’s generic model shall be implemented for understanding the company’s strategy in detail. A brief introduction to the strategic approach shall also be discussed in detail. The study shall further proceed with the implementation of the strategy that has been identified in the section above. The paper shall also discuss the advantage and disadvantage of the strategy that has been identified for Adidas. It is also significant to offer a proper recommendation to the company so that they can make improvements in its operation. 

1.2 Background of the organization
Adidas is considered to be the German producer of different types of athletic shoes and apparel, and it also deals with sporting goods. It became the biggest producer of sportswear in an early 21st century in the countries of Europe while on the other hand, it was capable of becoming a second biggest manufacturer of athletic shoes as well as apparel in the globe. The name of the company Adidas is considered to be the short form of the name of the founder Adolf Dassler. The shoes were manufactured after World War I. In the 1950s the company started to grow steadily because association football players started buying shoes from Adidas which were quite light weighted (Thompson & Strickland, 2003).

 The company also began to create different sporting products along with soccer footballs in 1963. The company aims at becoming the global leaders in sporting products, and the brand has been developed with a passion for sports along with a sporting lifestyle. The company tries to regularly strengthen its brand as well as products so that it can enhance its competitive position in the market (Lines, 2004).  It can be revealed that the lower current ratio because the liquidity position of Adidas to pay its debts is weaker. Hence, it can be revealed that the company needs to treat this situation with caution (Adidas Group, 2018). 

1.3 Definitions of major concepts

This particular project deals with the different concepts associated with strategic management. The various concepts that shall be dealt with in this particular section are a strategy, business level strategy, and competitive advantage. 

The strategy can be considered as the action taken by the managers with the purpose of attaining the organizational objectives. The strategy can also be ascertained as the general direction that the company tends to set along with distinct components to attain a proper state in the future. It is a well-known fact that strategy is regarding integrating the activities of the organization and making use of the scarce resources in the organization environment with the aim to attain the objectives of the organization (Kotler, 2003). 

Business level strategy: the core competencies of the organization need to be focused upon satisfying the needs and demands of the customers so that they can attain above average returns within a short period (Albany, 2018).  This is possible using the business level strategy. It tends to state in detail the action that the companies need to take for offering value to the customer and thus attain competitive advantage (Kotler, 2003).

Competitive advantage: competitive advantage can be considered as the conditions that permit companies to develop products and services of equal value at the lower price. These conditions tend to assist the companies to develop more sales or greater margins in comparison to its rivals (Kotler, 2003). This particular study shall also implement Porter's generic strategies to understand the competitive position. Hence, it becomes quite significant to understand the model in brief. The position of the firm helps in understanding if the firm’s profitability tends to be above or below the industry average. The main basis of above-average profitability is associated with a sustainable competitive advantage in the long run (Lovas &  Ghostal, 2000).  There are two different types of competitive advantage that the firm can contain such as low-cost competitive advantage and differentiation. The two different types of competitive advantage along with the scope of activities that the firm wants to attain generally leads to three different types of generic strategies with the aim of attaining above average performance in an organization such as differentiation, focus and leadership strategies. There are two components of focus strategy such as cost focus along with differentiation focus (Stead & Stead, 1992). 

In the case of cost leadership, the company tries to become a low-cost manufacturer. There are different sources of cost advantage, and it tends to be dependent upon the type of structure that the industry possesses. The factors that it would comprise are economies of scale, access to raw materials, technology and among others (Noda & Bower, 1996). In case of differentiation strategy, the company proves to be unique in the industry that it operates along certain factors that the consumer tends to value. 

In case of focus strategy, the firm tries to attain narrow competitive scope in the industry. He company tries to select a particular segment within the industry and then tries to customize the strategy according to the needs of that particular segment (Zagotta &  Robinson, 2002).
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2.0 The strategy implemented by Adidas

It can be revealed that the main strategy that Adidas has adopted is a differentiation strategy and focus strategy. 

Focus strategy: the company tries to pay attention towards a particular target group such as the ones who play sports and call themselves as athletes. It also tends to focus on the players who like playing sports. The main target group has been 20-29 years old people along with high school athlete who is within the age group of 14-19 years. The company’s main focus has been upon different sports such as basketball, football, running, training along with different outdoor activities (Shrivastava, 1996). 

2.1 Differentiation strategy

It can be revealed that Adidas’s is completely committed towards product innovation on a continuous basis and its rich heritage tends to differentiate this particular brand from that of the other brand (Doz &  Thanheiser, 1993).  Adidas sports performance-play to win is considered to be another differentiation strategy that the company tends to practice. It can be revealed that this strategy is utilized stating the customer that the sportsman should win and for winning it becomes important to make use of the Adidas product to attain the best results. The company poses long-term connection with the sports and the association proves to be quite stronger in comparison to other brands. The company is found everywhere such as in top events of the globe where the world level events tend to take place such as FIFA World Cup and also in local areas where the people love to watch sports and thus make use of the Adidas products. Hence, it can be revealed that Adidas is capable of properly comprehending the demands of the sportsman and the market. The company’s sports performance pays attention to interactive products such as AdidasmiCoach (Thompson & Strickland, 2003).

 It is considered to be a web-based training service in the globe. The company’s differentiation strategy assists it in attaining competitive strategy over the competitor and thus attains competitive advantage. The competitive advantage for Adidas is brand image along with the reliable products and services that it sells.

2.2 Implementation of the strategy

It can be revealed that the corporate level strategy of Adidas pays attention towards innovation and tries to develop new products and service on a continuous basis so that they can cope up the degree of competition in the market. It can be revealed that the group planned to move into the functional multi-rand structure from the vertically integrated brand structure for its Reebok and Adidas brand. This assists the company in developing global sales function which is responsible for different commercial activities. The global brand function is responsible for the marketing of the goods and services. The global sales function was divided into two different departments such as wholesale and retail that was capable of meeting the needs and demands of both business model (Kim &  Mauborgne, 1998).  The main objective behind this was to sustain corporate-level strategy for the long run so that the divisions could pay more attention to their work and objectives in another respective field. The company paid due attention towards the best marketing and distribution channel in distinct countries by clearly assessing the consumer buying behavior (Epstein & Burchard, 2000).  It also implemented e-commerce so that they can become quite efficient and thus appeal to a huge number of customers in comparison to its competitor Nike. These actions helped the company to remain competitive by gaining huge customer access within a short period.
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2.3 Advantages and Disadvantages of Strategy       
One of the main advantages of the differentiation strategy is that it doesn’t permit the company to ignore the cost rather it makes the company such an Adidas less vulnerable to cost pressures from competitors owing to the fact that customers view product as being unique and thus can pay extra money as the product comprises of additional features (Slideshare, 2018). Differentiation can be attained using real product characteristics or using advertising that makes the customer believe the fact that product is unique. The other advantage of differentiation strategy is that it increases the profit margins and thus minimizes the need to become a low-cost producer (Open text Book of HongKong, 2018). However, it can be revealed that there are several disadvantages of differentiation strategy as well such as firm practicing differentiation strategy might face different competitive threats. Price sensitive customers will forgo features in favor of less costly alternatives. The other disadvantage of differentiation strategy involves altering the customer perception. Most of the customers view the product to be same to alternative products that are offered in the market at low price (Witek-Crabb, 2011).

3.0 Conclusion

The main component that helps in ascertaining the success and failure of the company is the strategy that is followed by them. Adidas belongs to a vast industry, and thus the competition that they face is also fierce. To face stiff competition, it becomes essential to devise innovative strategies. Adidas has struggled a lot but have been capable of sustaining its position. Adidas tends to implement focus and differential strategy to beat the competition in the market. Adidas tends to challenge the market leader Nike regarding a sports championship. The company tries to minimize production cost and time, tries to expand the market and improve the overall attractiveness regarding sports shoes as well as equipment. 

4.0 Recommendations

Adidas’s main competitive advantage has been the brand image along with its capability to sell reliable products. Furthermore, the company can integrate geographically without any types of barriers. Hence, it can be recommended that company can thus take benefit of that and thus expand its operation. It is also suggestible that the company instead of practicing both focus strategy and differentiation strategy tries to pay attention towards one particular strategy.
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