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Executive Summary
The report identifies, analyses and evaluates strategies Adidas have implemented, to attain their current market position. The strategies discussed include Porters Generic Strategy and Ansoff’s matrix. Through recognising of the advantages and limitations of these strategies, appropriate recommendations will be suggested to aid Adidas in it’s future business endeavours. 



1. [bookmark: _Toc531010549]History of Adidas
Adidas, was founded and headquartered in Herzogenaurach, Germany. It is multinational corporation that produces a vast variety of high-grade sports equipment and sportswear globally (Ferrel and Hartline, 2007).  Steger, et al., (2007) states the company is conducting business globally, across Europe, the United States and Asia by using three brand names. The three brand names are Adidas, Reebok and Taylor Made-Adidas. According to Forbes (2018), Adidas has approximately 57,000 employees globally.
Adidas centres its products primarily on sports, emphasising in footwear, apparel and accessories. Adidas uses several sports such as, football, boxing and running and endorsed athletes to promote themselves globally (Adidas,2018). 
Rugman (2005), asserts the manufacturing of Adidas’s products is often outsourced to Asian countries, such as China due to the cheaper labour and wages cost. The revenue of the corporation continually increased over the last decade, which inevitably lead to an increase in gross profits from 9.10 billion euros in 2016 to 10.70 billion in 2017 (Statista, 2018).


2. [bookmark: _Toc531010550]Introduction 

This report will distinguish strategies utilised by Adidas in order to attain their current competitive position in the global business market. The use a SWOT analysis, Porters Generic Strategy (1980) and Ansoff’s Growth Matrix will aid in providing examples of actions they’ve undertaken in order to attain this success position.





3. [bookmark: _Toc531010551]SWOT analysis to understand Adidas’s market position
The acronym SWOT, stands for strengths, weaknesses, opportunities and threats. Phal and Richter (2009) states a SWOT analysis is a strategic planning tool, which is utilised to assess and evaluate the strengths, weaknesses, opportunities and threats of a company.
According to Cummings (2014), SWOT is beneficial as it combines the internal and external analysis for a business. The first two ‘strengths’ and ‘weaknesses’ are related to Adidas’s internal environment. While the last two, ‘opportunities’ and ‘threats’ consider its external environment. It is a simple and useful frame work that will allow Adidas to, visualise their strengths and weaknesses, whilst identifying potential threats and opportunities that exist in the external environment. Additionally, a SWOT framework would be to useful in understanding areas where the company performs well and the ones that need improvement. The four elements for the SWOT analysis of Adidas, are presented in a table in the appendices.
By utilising separate brand images, such as TaylorMade-Adidas golf. Adidas are able to penetrate the golfing sports market. This is a strength, as it allows Adidas to sell several categories of products, including golf shoes, apparels and balls whilst conducting business under a single brand name (Wong,2012). The combination of different products, provides Adidas with a sense of stability in the golfing sports market, whilst insuring they have a positive brand image. This allows them to venture into new or existing markets. 
In order to reduce its production costs, Adidas decided to outsourced most of its supply chain to low-wage producers in Asia, where it has 372 supplier factories (Rugman,2005).  Approximately, a third were located in China. This could be considered as a weakness, as Adidas procures its products from foreign manufactures, and therefore doesn’t have complete control over product quality.
Adidas’s relationship and sponsorship agreements with footballing associations, such as FIFA and their respective events (FIFA World Cup), is seen as an opportunity to increase its profits whilst insuring the brand is promoted through merchandise, such as footballs, team shirts and football boots (FIFA,2018). 
Although this is true, the athletic footwear, apparel and equipment industry is very competitive globally (Gibson,2008). Adidas, competes internationally with Nike who also sell a diverse range of athletic and leisure shoes, apparel and equipment (Ferrell and Hartline, 2007). Tough competition and similarities between the two brands are considered as a threat for Adidas, as customers will often struggle deciding between the brands, which inevitably leads to them continuously brand switching for products, such as athletic sportswear. 


4. [bookmark: _Toc531010552]Porters Generic Strategies
Porter’s strategies focus mostly on product cost and differentiation of the product. The goal is to maximise profits, whilst understanding how other competitors are operating prices in the market (Fletcher,2016). Insuring an advantage of the product is achieved and therefore utilising it to its maximum ability. 
The two basic types of competitive advantage combined with the scoop of activities for which a business seeks to achieve them lead to three generic strategies for achieving a profitable performance in an industry: cost leadership, differentiation and focus (Porter,2008). 
[image: http://www.coursework4you.co.uk/images/generic.gif]
[bookmark: _Toc531011165]Figure 1-Porters Generic Strategy (1985)
[bookmark: _Toc531010553]4.1 Cost leadership strategy and the impact on Adidas:
Lewis, et al., (2006) state cost leadership strategy is based on price as the key factor for attaining profits for a business. The price of several factors, including production cost and advertising must be considered and products sold must be reflective on current market conditions. A technique some businesses employ is selling products at a cheaper price than competing businesses in order to attain greater market share (Pride, et al., 2013). Whilst, other businesses tend to sell their products at an average price and inevitably gain lower profit margins.
A company, such as Adidas’s is already successful enough to financially to cope with the potentially adverse effects of this strategy. Initially, the implementation of this strategy would be useful for Adidas’s, due to the fact that their products are already priced slightly higher than competing brands. If there was a price reduction of Adidas’s products it could provide them with a better opportunity to influence more potential buyers and inevitably influence them into being loyal brand customers.
[bookmark: _Toc531010554]4.2 Differentiation Strategy and the impact on Adidas:
The differentiation strategy involves a company, differentiating products or services, in order to be unique whilst competing against it’s rivals in a market (Yousem, et al.,2007). The application of the differentiation strategy will be advantageous for advertising Adidas’s products in a distinctive, yet effective manner by allowing them to compare the design, comfort and quality of the apparel with competitors.
Adidas uses technology, such as e-commerce and ‘MiAdidas’ to interact and gain a better insight into customer needs (Cordón, et al, 2013). This is obtained through allowing customers to customise their own Adidas shoes or apparel using the ‘MIAdidas’ webpage, on the Adidas website. It would be crucial for the product management team to conduct research into which designs are popular amongst customers and eventually release them into the market more often. As, this would improve sales and increase profitability. 
Adidas’s association with certain sports, such as football, golf, boxing etc., can be seen as advantageous as they differ from competitors, such as the Callaway Golf Company by targeting a wider range of people who participate in a variety sports or are more athletically inclined.
[bookmark: _Toc531010555]4.3 Focus Strategy and the impact on Adidas
The focus strategy is based on a more concentrated sphere of operations, in which a business emphasises particular segments, demographics and regions. The focus strategy should be combined with and implemented with the cost leadership or differentiation strategy, in order to make the market more confined to a particular segment. This can be applied to several areas, including demographics, geographic area etc.
By employing the focus strategy, Adidas can target other segments than the sports segment. This is because, Adidas have the infrastructure availability globally. Adidas need to develop more facilities in their infrastructure, to emphasise and ensure the entire footwear segment suitable for all age groups, just as their competitor Bata has done.
However, the focus strategy does have some potential drawbacks. The start up process is often time-consuming, as a lot of research on varying market segments and customers has to be conducted first. The focus strategy, may also be disadvantageous as it could potentially perform poorly in the market and therefore cause Adidas to lose money, time and a reduction in profits whilst the cost price continues to increase (Charles, et al, 2008).
[bookmark: _Toc531010556]
5.0 Limitations of Porter’s Generic Strategy 

Porter’s Generic Strategies does have certain limitations, which include a lack of clear distinction between differentiation and cost leadership. Jegers (1994), suggests there are serious limitations regarding the significance of the research methodology and managerial relevance.  If Adidas, struggles to make a decision between cost leadership and differentiation, it implies that they are ‘stuck in the middle (Moon,2010)’. This would reduce any competitive advantage Adidas may possess in the market, and often leads to a poor financial performance.
. 


6.0 [bookmark: _Toc531010557]Ansoff Growth Matrix
The Ansoff Matrix can be utilised by businesses to help implement strategies to expand their product and market growth (Rainey,2010). The strategies present in the Ansoff Matrix, are market penetration, market development, product development and diversification. According to, Sarkar (2007) Ansoff’s Matrix is represented by a market expansion grid, which is presented below as figure 2. The idea is that each time you move into a new quadrant (horizontally or vertically), risk increases.

[image: Ansoff Matrix Diagram][bookmark: _Toc531011166]Figure 2-Ansoff's Growth Matrix (1957)









There are positive and negative implications resulting from these strategies. The matrix provides companies, such as Adidas with many options to choose which products are appropriate to sell to specific customers.  It is useful, as Adidas can implement different strategies in several markets across multiple geographic regions.
[bookmark: _Toc531010558]6.1 Market Penetration
Market penetration will serve many benefits to Adidas. However, Adidas should not alter its products in order to enter the new market, but instead utilise existing products and customers. The penetration into markets, is crucial to improve sales without effecting the strategies already being employed by Adidas to market its products (Keegan and Green, 2005).
Attracting newer customers who do not use the product or from rival companies, is key in market penetration. It is achieved by advertising and promoting special offers on products to potential customers, whilst insuring high product quality and excellent customer service. Effective advertising is also responsible in improving and amplifying Adidas’s customer base, against other competitors in the same market.
According to Longnecker,et al., (2013), pricing is often deemed as a crucial factor for penetration. However, Adidas’s do not need to penetrate newer markets in order to be successful. Instead, by penetrating the market with existing customers, Adidas will be able to retain current customers by making them purchase products more often, through providing them with loyalty schemes and memberships etc (Trott and Sople, 2016). This can be implemented by positioning Adidas’s products appropriately in the market.
[bookmark: _Toc531010559]6.2 Market Development:
According to, Paik, et al., (2017) Adidas outsources the majority of its production. Therefore, it has a powerful presence in Asian, European, Latin and North American markets. This allows Adidas to specifically target countries where Adidas’s products are not in high demand or vastly available, such as the Indian market. The presence of different brands in numerous countries, means Adidas should isolate specific markets which allow it grow without an excessive financial input. In terms of market development, Adidas should look to employ innovative strategies by progressing in the distribution of its products. This can be attained through, working in partnerships with local businesses whilst entering a new market.
By researching, analysing and evaluating newer markets which don’t contain Adidas’s products, Adidas increases its chances to improve sales and profitability through launching sales in that market. Through undertaking this, Adidas can grow their business ventures in different geographical segments. Adidas endorses many athletes in several countries globally. However, in order to reach counties where Adidas doesn’t have a strong market presence, they should use sports personalities from that country to promote themselves to potential customers (Irwin, et al., 2008). This was successfully executed in the Indian market, where Adidas signed a multi-year bat endorsement deal (including apparel and footwear) with the popular Indian cricketer Sachin Tendulkar (Sharma and Bhushan, 2009). This allowed Adidas to successfully enter the main-stream Indian market, while increasing sales. Advertisements, promoting Tendulkar’s involvement with Adidas were also crucial in increasing brand awareness (AdidasIIN, 2008)
[bookmark: _Toc531010560]6.3 Product Development
Adidas use a range of technological resources, such as ‘MiAdidas’ and the ‘Speed factory’ to rapidly mass produce popular products and excell product development (Adidas,2018). This enables Adidas to attain a better understanding on consumer needs and therefore release newer, more appropriate products to suit the requirements of different demographics. This is crucial for Adidas to increase their profits by presenting their current customers with newer, more innovative products.
Through employing this strategy in newer markets, Adidas gains access to new customers who would be exposed to a wider variety of existing and redesigned products. Special offers presented to customers during the introduction of newer products, such as ‘Discount code vouchers’ can also be crucial in attracting existing and new customers (Adidas,2018).
Product development is also key in designing appropriate products for a particular target audience with similar characteristics, such as age and income level (Cresswell,2004). This insures products created are affordable to a vast array of people, whilst keeping the high level of product quality.
[bookmark: _Toc531010561]6.4 Diversification
According to Stevenson (2010), diversification is a process that is carried out by a business, in order to expand or vary its range of products.
Diversification as a strategy could be potentially dangerous to a business, and causes financial losses if they lack the knowledge and understanding required to diversify to attain maximum profits. 
In order diversify its activities into different segments, Adidas has to enter new markets with existing or new products.
Although, diversification can be financially risky it would can be suitably applied at Adidas if costs are controlled appropriately. As, Adidas has a strong financial status globally it would be wise for the company to analyse and evaluate the results that will occur through investing in newer markets.


7.0 [bookmark: _Toc531010562]Implications of Market Penetration and Market Development

Both market penetration and market development will have beneficial and unbeneficial implications for Adidas. As, Adidas is already a multi-national corporation it is present in many markets globally. In order to expand and enter new markets, Adidas has to plan procedures to recruit new, capable employees.
According to Nakayama and Sutcliffe (2005), recruiting and training new employees, could be a challenging task for Adidas. Especially if the results produced in new markets do not reach the expected levels of sales or profits. This would put pressure on employees, who have to adapt to changes in operations being conducted in the business and could lead to high attrition rates. As a result, Adidas will face a financial burden to find more suitable workers. 
Corporate social responsibility is also vital in obtaining a positive brand image in new markets (Khosrow-powr,2017). As a result of this, Adidas will have to utilise some funds for philanthropic activities and this could potentially minimise its profits.
Entering new markets is often a costly process, especially during the initial ‘set-up phase’. However, this will not deter Adidas as they’re already financially strong. 
The marketing of products is also crucial to succeed and develop in new markets. Adidas, should select appropriate ambassadors to promote and introduce the brand to new markets through advertisements. This was successfully executed by Adidas, when they endorsed footballing star Lionel Messi (Nelson,2017). However, controversy surrounding Messi’s tax evasion scandal, could tarnish the brands image (BBC,2017).
Precise financial planning should be implemented to achieve profits when entering new markets. Adidas, should look to form a partnership with smaller, more local business in the new market in order to create a positive brand image. Which would lead to Adidas, expanding and penetrating many more markets, more quickly and effectively.
By being a technologically up-to-date company, Adidas can attain success in the new markets, by consistently improving product quality, and providing its customers with consistent service, through its website or helplines. Data collected by researchers, from ‘MiAdidas’, can be utilised to find patterns or trends for designs amongst different categories of people. The utilisation of new distribution channels, can be seen as beneficial for Adidas. As, they can obtain knowledge on different product requirements and also reach a larger customer base in different markets.  


8.0 [bookmark: _Toc531010563]Implications of Product Development and Diversification

Both product development and diversification could be implemented at Adidas. However, product development is more beneficial as it carries a lower financial risk. 
Product development often requires a lot of expenditure and technical expertise. However, this isn’t a concern for Adidas who already utilise technologically advanced systems, such as their ‘Speedfactory’ launched in 2017 to design and develop a vast array of new products that would appeal to a wider range of customers in different markets. In order to insure product development, is carried out effectively Adidas will have to recruit a highly skilled workforce.  Although, this is an expensive procedure it could lead to high profits if the business is successful in attracting new customers. 
The implementation of the diversification strategy, can be risky for Adidas due to vast expenses required to begin the strategy and the reduction of core business activity. Appropriate analysis, has to be conducted when going into new segments, as problems could occur. This was the case, when Adidas purchased Reebok in 2005 (Lussier and Kimball, 2013). Although, Reebok has diversified into the same activity, it’s not as productive as Adidas.


9.0 [bookmark: _Toc531010564]Recommendations

By applying a SWOT analysis to Adidas and applying Porters Generic Stagey and the Ansoff Matrix, it is possible to infer recommendations that will enhance Adidas’s performance globally. Inevitably allowing it to attain a larger market share in the sporting goods industry against competitors.
Firstly, targeting emerging markets, such as India and China are highly recommended. This is because, they are very densely populated which increases Adidas’s opportunity of attaining newer customers in the large population.
Low levels of sales generated by Reebok, should also be addressed as an improvement area (Bryan,2012). In order to combat this, it is recommended that Reebok is advertised and promoted just as often and regularly as Adidas. Also, Adidas should conduct research on new product incentives that should be implemented to improve sales. Endorsing athletes to promote Reebok, could also generate more sales, just as it has for Adidas.


10.0 [bookmark: _Toc531010565]Conclusion

Through applying and analysing strategies, such as the Ansoff Matrix and Porters Generic Strategy it is possible for Adidas to implement it into their current business protocols. As the modern global market is everchanging and Adidas has to adapt by utilising newer, more appropriate strategies. Adidas, should implement strategies, such as market penetration, market development, product development and diversification too suit the demands of consumers in a particular market and inevitably increase shares in the market whilst insuring they remain competitive against rivalling companies, such as Nike. The development and continual growth of the company, will be dependent on the application of these strategies by senior officials in Adidas. 

· 
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[bookmark: _Toc531011167]Figure 3-SWOT Analysis of Adidas


Strengths

Strong financial position in global markets.

Business operations are conducted in several geographical locations.

Use of modern technology, such as 'MiAdidas' and 'Speed factory' enhance mass production process.


Weaknesses
Sales of Reebok, are lower than expected

High price of some Adidas products, won't appeal to some customers

Client loyality is not determined, due to vast competition with other companies e.g. Nike



Opportunities
Increasing sponsorship deals with other federations, such as FIFA and different sports personalities, exposes  them to a larger audience globally through advertisements on television, the internet, players shirts etc.






Threats
Intense competition with Nike
Celebrity scandles may tarnish brand image, e.g. Lionel Messi tax evasion scandle
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