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The purpose of this research paper is to learn about the different strategy and strategic management processes put in place by Adidas to maintain and improve its position as a key competitor in the sportswear industry. It shows the strengths and weaknesses of the organisation and ways in which they are approached. It will also demonstrate the use of different strategies to aid Adidas maintain a competitive advantage.
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By analysing Adidas’ use of competitive strategy it is anticipated the process by which is gained its current competitive position will be explained.

If one were asked to name a leading sporting brand, Adidas is sure to be in the top three. Since its introduction, Adidas has seen its brand value grow from strength to strength and is considered a leading organisation in industry (Interbrand, 2017). 

The structure of this paper will be as follows: After a brief introduction and company background, further discussion will develop, encompassing the objectives of the report and the methodology behind the organisations strategic management. By researching the current market, its competitors and using key marketing strategy tools such as SWOT, PEST and Porter’s Generic Strategy, discussing its advantages and disadvantages will analyse Adidas and gain an overall picture of the organisations strategic position.

A conclusion will then be followed by recommendations to further improve Adidas’ competitive standpoint.



[bookmark: _Toc530490819]A brief background and history of Adidas	

Origins of the name Adidas were created by using fragments of its founder’s name “Adi” (from Adolf) “das” (Dassler); Born 1900 in the small town of Herzogenaurch, Bavaria, Adi initially trained as a baker. After his family opened a shoe making business Adi joined and began making shoes from any scrap material laying around (Bruna, 2018).

Though founded in 1949 (“Adi Dassler adidas Sportschuhfabrik” (Adi Dassler Adidas Sports Shoe Factory)), the family business, “Gebrüder Dassler Schuhfabrik” (Dassler Brothers Shoe Factory) originated in 1924. Here the reputation for the running shoes began its link with athletes:  The first recognition of the footwear came when Lina Radke became the first woman to win the 800-meter race 1928 wearing their shoes (Designboom, 2013). This was later followed in 1936 by Jesse Owens (Adidas Group, 2018). It was later when Adi Dassler separated from his brothers that Adidas was born and he could embark on his task of providing athletes with the best footwear available.

The three iconic stripes on its logo are positioned to represent a mountain and are there “to inspire athletes to achieve great heights” (You Tube, 2018).

Adapting to demand, in 1967 Adidas introduced its first item of sportswear, the tracksuit. Since then the organisation expanded its merchandise to incorporate a range of clothing and accessories, the Adidas brand has grown exuberantly since.

As at 2017, Adidas reported it now employed 56,888 people Worldwide (see fig. 1) (compared to the initial employee intake of 40 in 1949) (Adidas Group, 2017).  With 3,788 outlets Worldwide (see fig. 2) and its acquisition of Reebok in 2005 (The New York Times, 2005), Adidas is ensuring the brand attainable.
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Fig. 1
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Fig. 2[footnoteRef:1] [1:  Concept stores – offering café’s and exhibits to enhance consumers shopping experience. Factory outlets – stores attached to its production factories. Concession corners and other – Independent stores and dedicated sales space within other stores] 
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The objectives of this report are:
· To identify the competitive strategy used by Adidas to develop their current competitive position.
· Pinpoint areas where Adidas has a competitive advantage.
· Critically evaluate the competitive strategy used by Adidas by way of SWOT, PEST and Porter’s Generic Strategy
· To determine ways Adidas can develop their brand.

[bookmark: _Toc530490821]Competitive strategy / Business level strategy

Business theorists have been studying strategy for decades, though there is no determinate answer about what strategy is. Chandler states it is “the determination of the long-run goals and objectives of an enterprise and the adoption of courses of action and the allocation of resource necessary for carrying out these goals” (Johnson, Gerry, et al., 2009)

Mintzberg simply suggests it’s “a pattern in a stream of decisions” (Regner, et al., 1984).

Whilst Porter describes it, “competitive strategy is about being different. It means deliberately choosing a different set of objectives to deliver an unique mix of value” (Johnson, Gerry, et al., 2009).
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[bookmark: _Toc530490823]Adidas mission statement, values and principles 

“It is our mission to be the best sports company in the world. Best means that we design, build and sell the best sports and fitness products in the world, with the best service and experience. Best is what our consumers, athletes, teams, partners and media will say about us. Once people are saying that we are the best, market share, leadership and profitability will follow.” (Adidas Group, 2018)

In its essence, Adidas is striving to be the Global leader in the sporting goods industry, fuelling a passion for sports and sporting lifestyle by creating new innovations and not settling for anything less than perfection.

[bookmark: _Toc530490824]General overview of Adidas strategy 

2015 saw the introduction of Adidas’ five-year plan. Adidas says it’s overall strategy is to change lives through sport “We’re all ‘Creating the New’ – because we believe that, through sport, we have the power to change lives” (Adidas Group, 2015).

By drawing on organisation culture they pride themselves on the diversity of skills and knowledge within the brand they seek to make further use of the aptitude of internal talents with a keen focus on increasing female representation in leadership positions. With this they aim to focus on three key areas; speed, cities and an open source policy (“a collaboration-based innovation model that aims to build brand advocacy by opening the brands’ doors to the creator and by inviting him in to help shape the future of sport and sports culture with us.”)
 
Setting themselves the non-enviable task of becoming ‘the first true fast sports company’ by 2020, Adidas aims to deliver products faster by ensuring availability of said products is constant. Though with this they aim to lower the risk of overbuying produce by only producing smaller quantities of more relevant products. A task which will require considerable skill but if successful they hope to increase sale profit by lowering waste.

Adidas procured information suggesting 60% of the global population will live in cities by 2030 and has based its finding on this. Adidas aims to focus on six major cities; Paris, London, New York, Tokyo, Shanghai and Los Angeles for its marketing, retail location and offices. They believe the influence for cities comes by way of economic strength, media presence, population and the number of sporting groups within this. 

By being ‘open source’ it allows Adidas to share resources and tools with non-employees, encouraging interested parties to use their own creativity for possible recruitment. With this Adidas also promote collaboration with athletes and other sporting partners to enable them to gain an insight to develop the brand further.

[bookmark: _Toc530490825]Comparative strategy analysis: Adidas v Nike

For this report, the use of competitive strategy used by Adidas, with its brand value at $7.9 million, will be compared to its rival, and front runner Nike. Currently the World number one sportswear provider with a brand value standing at $29.6 million eliminates any competition (Statista, 2017) (see fig.4)

Both mission statements show a clear goal though Adidas’ is far wordier than the simple “to bring inspiration and innovation to every athlete in the World” used by Nike (Nike Inc, 2018). 

Though a younger organisation, founded in 1964; Nike has battled its way to become number one. One could suggest the popularity of Nike could be due to the many celebrity sponsorships. Having celebrities such as Roger Federer, Cristiano Renaldo and Serena Williams endorsing their products they are sure to influence consumers who are fans of the players (Opendorse, 2016). It seems Adidas will be attempting to mirror Nike with its five-year plan by appropriating more sponsorships. This could have a major impact on the organisation’s standing in the media.

Both organisations have varying categories of products from shoes to hats prices for both brands are varied but generally higher than other brands, Nike branded wear is also marginally costlier than Adidas. Though it is noted that Adidas also vary their prices dependant on the colour of an item (Hussain, et al., 2015). Both adopted a ‘premium pricing strategy’ which as per Kotler, is a premium price chosen by an organisation for its product (Kotler & Armstrong, 2014), thus keeping it high end but affordable.

Although Adidas is a global brand its focus is the European market, this is due to its strong connection with football, one of the most popular sports played in Europe. Nike affiliation with sport began with basketball but it too is moving to align itself with football and other sports. Its dominance in the US is because it is there that it focuses sales (recomparison, n.d.).

Adidas and Nike have both produced consistent growth in revenue since 2008 and although Nike’s revenue is higher than Adidas; Adidas has a better gross margin (fig. 5) (Warner, 2018). 

Both use similar strategies but this analysis shows that by implementing them in different ways can create very different results. 
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Fig. 4
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Fig. 5
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A SWOT matrix, (introduced in the 1960/70’s by Albert Humphreys (Rouse, n.d.)) is carried out by to analyse the macro and micro environment; external and internal factors which may affect its current position in the market (Have, et al., 2003). Evaluating the Strengths, Weaknesses and how the organisation makes use of the skills and assets within, or the lack thereof; Opportunities and Threats; focusing on the external influences created by a competitive market, can determine areas of sustainable profits and areas of improvement (Hooley, et al., 2008).

Each is numbered in accordance to importance and further evaluated below this table.

	STRENGTHS

1. Established brand reputation
2. Financial position
3. Strong online presence
4. Large International footprint

	WEAKNESSES

1. High prices
2. Low quality products
3. Lacking market diversification 
4. Dependence on third party suppliers



	OPPORTUNITIES

1. Technological innovation 
2. Market diversification 
3. Creating sports academies to build brand 


	THREATS

1. Competitive market
2. Brexit (for UK)
3. Increase in less expensive, counterfeit products
4. Fluctuation in foreign currency





STRENGTHS

1. As a long-established organisation, Adidas has built its reputation providing excellent sportswear to athletes. Reportedly 10th position as Business Insider’s World’s top 10 companies (Rath, 2017).  Adidas must work hard to maintain its reputation as competitors also strive to take their position. 

2. With reported revenues of $26,309, 000,000 for 2017 (Singh, 2018), Adidas are in an excellent position and can invest in superior marking strategies to further boost sales.

3. Adidas is reportedly closing stores in favour of online sales (Storbeck, 2018). Chief executive Kasper Rorsted said “Our website is the most important store we have in the world….It has priority when we hire, when we allocate our resources and when we build our infrastructure”. Focusing on on-line retail is sure to influence customer services through lack of personal shopping experience.

4. With 3,788 stores (stand alone and integrated) Worldwide, international footfall is vast. Integrated stores, Debenhams and Macey’ offer sporting goods to consumers who may not frequent sports stores.


WEAKNESSES

1. To kit oneself out with a full range of appropriate clothing can become rather costly. 

2. According a source, in the UK alone Adidas has gained a rating of just one out of five stars (with 290 reviews) for delays in postage, poor quality and overall service (Trustpilot, 2011-Present). Though there are many other sources of feedback it is imperative Adidas review these and look to improve internal services.

3. Adidas are infamously connected to sportswear clothing and equipment. By diversifying and transitioning in to the technological industry (with fitness apps for example) the brand could potentially widen its future earning potential.

4. Adidas outsources almost 100% of its work. 1,038 factories; 64% in the Asia Pacific region, 26% in the Americas and 10% in Europe, Middle East and Africa (Adidas, 2016); yet, only 171 training sessions were implemented during 2016 (see fig.6). With more investment in training it is fair to say product quality and employee productivity would increase.

OPPORTUNITIES

1. By branching into the age of smart phone and smart watch apps the brand can tap in to a more personalised consumer experience (as recently developed with the partnering with Fitbit in competition with the Apple/Nike watch) (Actofit Wearables, 2018)

2. As mentioned above, Adidas has begun its transition into the technological age with its pairing with Fitbit.

3. As Dylan Thomas wrote: “To begin at the beginning” (Thomas, 1954). In this instance, begin with children. Teach them the core competencies for a healthy lifestyle by implementing school driven sporting academies. Further creating a sustainable brand reputation for future generations.


THREATS

1. One could suggest any market is cut-throat and this is no exception. Adidas must work hard to maintain its presence in the sporting world. New innovations challenge the organisation daily so it is paramount Adidas stay ahead of the game.

2. With the UK leaving the EU, trading contracts with Adidas’ European suppliers risk being terminated or an increased levy being introduced. Until a deal (or no deal) is finalised the organisations relationship with the UK is unknown.


3. The number of counterfeit goods is a growing concern for any major brand, combatting the low prices and availability is a difficult task however; those who are avid followers of Adidas one would hope will purchase the official brand items  (EUIPO and Europol, 2017).

4. Daily change in foreign currency is a given, though with severe change in countries political structure a higher fluctuation can result in trade contracts being nullified (Brexit again is a crucial example for the UK at present).
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Fig. 6
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A PEST analysis will look at the macro-environment and its effects on Adidas. Looking
at the six major external factors causing change and affecting organisations; Political, Economic, Social and Technological (Scholes, et al., 2014)

POLITICAL 

The risk incurred exporting goods to any country is great. With many factors to consider; constant changes in trade policies, the imminent changes BREXIT will bring about for UK trade, government stability and tax policies are a few (Frue, 2017). Delayed agreements can cause unnecessary delays in shipping and product manufacture, generating further expense. Currency is also subject to change and can affect trade. To mitigate risk, Adidas need to communicate with its trading countries and consider trade contracts benefiting all sides.

ECONOMIC

Factors such as duty tax and inflation and increased cost can reduce sales as can the number of counterfeit items sold. A report produced by EUIPO (European Union Intellectual Property Office) and Europol show, the number of items intercepted at EU borders exceeded 30,000,000 (EUIPO and Europol, 2017). The market is competitive and as such Adidas will need to continue to keep costs at a consistent level to keep consumers happy.

SOCIAL

[bookmark: _GoBack]Gender, culture, buying habits, personal lifestyle, language and religion affect how Adidas approaches marketing for each country; example, Broadhead suggests, Football is the primary sport in Italy. Promoting rugby boots or running-wear would not increase sales. Focusing on football, they can maintain high-level of sales in football-wear (Broadhead, 2013). Being a major sporting sponsor for events such as the Olympics and sports-personalities like Beckham, Adidas gains a marketing advantage by influencing purchases made by sporting enthusiasts and fans of celebrity sportspeople.

TECHNOLOGICAL

Gadgets and gizmos seem to be the newest ‘Man’s best friend’. Large numbers of consumers’ stream music and workouts via mobile phones. Adaptability is fundamental to gain a competitive advantage. Developing technology (in-house or third-party partnerships like Fitbit devices (Sumra, 2018)) will enable Adidas to adapt its consumers’ needs.

[bookmark: _Toc530490828]PORTERS Generic Strategy 

Michaels Porter’s, generic strategy, developed in 1979 is based on the preface an organisation positions itself by using its strengths as a competitive strategy, seen in the table below (fig. 7). These fit into one of three categories: cost advantage, focus and differentiation.

Research suggests, Focus and differentiation strategy are primarily used by Adidas.

FOCUS

Adidas typically focuses on specific demographics, such as:

· Sports players, ranging from novice to professional
· Focus on Football, running and basketball, with other sports in toe.
· Primary age demographic 15-30 (Marketing 91, 2014)

DIFFERENTATION STRATEGY

Adidas defines and separates itself from other organisations by focusing on the following:

· Striving to be the BEST as in its mission statement
· Using their brand to communicate with their consumers through evocative marketing campaigns (fig. 8) (RZH, 2012)
· Interactive sports coach, a site dedicated to Adidas consumers for creating the ideal workout.
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Fig. 7
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Fig. 8
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Through research and analysis, it is apparent strategy is fundamental to the success of an organisation. Using strategic analysis Adidas can determine how to mitigate any risks by understanding any impending impacts to the organisation. They can resolve to improve areas of weakness and develop areas of strength. Records show, given the increase in revenue, the current five-year plan is successful though they cannot become complacent. It seems logical Nike will be their main competitor for year to come however; the margins are closing. 

[bookmark: _Toc530490830]Recommendations

[bookmark: _Toc530490831]Adidas Application
Consumers who purchase the Adidas brand intrinsically have an attachment to fitness. A dedicated app can create a specialised regime, the ‘ultimate workout’, incorporating meals, workouts and suggested clothing. In turn creating a more eager brans advocate.

[bookmark: _Toc530490832]Homewares 
For instance, avid sports players, watchers and general enthusiasts all enjoy a connection in their daily lives. Being a large sporting sponsor the Adidas label is already on many sporting products. 

[bookmark: _Toc530490833]School Sports Academies
A healthy lifestyle and well-balanced diet it seems of paramount importance. At the academy, a child carries out varying sporting tasks to qualify and receive certain benefits and offers. Theoretically growing with the brand, creating a long-standing relationship and increased sales.
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