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Executive Summary


This report was commissioned to identify the strategic approach adopted by Adidas and identify its advantages and disadvantages with a view to identifying any potential recommendations for the development of the brands strategy. 
The research draws on Adidas’s current strategy with reference to strategy theorists to highlight what Adidas does well, and where improvement could be made.

Adidas is the second most popular Sport Wear brand globally; the report evaluates its current strategy with regards to theorist and its competitors identifying the business strategy as sitting between differentiation and focused differentiation. 

From the research the following recommendations can be made; 

1. Strengthen the Reebok brand as its mid-range offering in a bid to differentiate itself from its major competitor NIKE 

2. Develop itself utilising backwards integration

3. Expand the product line within all brands 

4. identifies emergent strategies from its intended and planned strategies, specifically with regards to European consumer spending and Brexit 
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[bookmark: _Toc530498821]1.0 Introduction

[bookmark: _Toc530498822]1.1 Company Background
Adidas is a multinational company originating in Germany specialising in the design and manufacturing of shoes, clothing, accessories and sporting equipment, the company is the largest sportswear manufacturer in Europe and second only on the world stage to Nike.  
The business currently directly employs around 57000 people globally and operates in around 100 nations, annually the Business produces over 900 million sport and lifestyle products and is made up of 2 core brands, Adidas and Reebok. The business identifies its mission as “to be the best sports company in the world” the business looks to achieve this through designing, building and selling the best sports products in tandem with providing the best service and experience. (Adidas, 2018)
Adidas was originally founded in 1900 on a much smaller scale operating from a washroom in Bavaria by Adi Dassler, his aim then was to provide athletes with the best possible equipment a value that the business still retains to this day “Every day, we come to work to create and sell the best sports and fitness products in the world” (Adidas, 2018)

[bookmark: _Toc530498823]1.2 Objectives of the report
The aim of this report is initially to identify the current competitive strategy utilised by Adidas to achieve the success the organisation experiences today this will be represented by examples to illustrate how they have accomplished this with reference to relevant theorists to illustrate the strategic position of the organisation. 
Once identified the report will evaluate Adidas’s strategy identifying key advantages and disadvantages considering the current environment of the business.  
And finally, the report will conclude with recommendations on how to progress the businesses strategy utilising the findings of the initial strategy research. 
[bookmark: _Toc530498824]1.3 Competitive Strategy/Business Level Strategy
Porter defines competitive strategy as a long-term plan for an organisation with a view to achieving a competitive advantage over its competitors within its market, a business utilises strategy in order to achieve a higher return of investment. (Porter, 1980)

Porter also identifies a need to identify the key aspects of the business, specifically its strengths; weaknesses; opportunities and threats before deciding on the most appropriate strategy to provide a competitive edge. (Porter, 1980)










According to Porter a competitive strategy falls into one of four categories. 
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A Cost leadership strategy focuses on two main ways of developing a competitive edge to drive sales over its competitors; 
Increasing profits by reducing overheads and other associated costs whilst charging market average prices, or increasing its market share by charging lower pricing the average whilst managing costs in such a way that a profit is still achievable. 

A Differentiation Strategy is defined as making a product or service different and more appealing to consumers than those of your competitors, how this is achieved is specific to each organisation and what their consumers value, however this typically includes features such as functionality, durability, support and a highly valued brand, development and innovation, marketing and a high-quality product is key to this strategy approach. 

Focused Strategy concerns itself with particular market segments by understanding the market and the needs of its consumers; they will look to develop either low cost or well specified products for the market with a view to building brand loyalty within its consumers. 
A focused strategy alone is not usually enough to retain custom and as a result this section is split into two categories; focused strategy (Low Cost) and focused strategy (Differentiation). (Mind Tools Content Team , 2018)
 








 Bowman’s strategy clock is regarded as a more recent ideology as it identifies a “Hybrid” Strategy (Baroto, 2012), a Hybrid strategy organisation are identifiable by their offering of products or services to customers at a low price whilst offering a higher perceived value than other low-cost competitors. (Ahmed, 2014)
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[bookmark: _Toc530498825]2.0 Main Findings
[bookmark: _Toc530498826]2.1 General overview of appropriate strategy

Adidas adopts a strategy of focused differentiation this is clear from the way Adidas identifies everything the business does is rooted in sport, although this is a niche market Adidas also identifies that sport is playing an increasingly prominent role in more and more consumers lives. Adidas’s focus of pushing the boundaries of its products, experiences and services closely matches the themes of a focused differentiation strategy as the organisation looks to drive brand desire and capitalise on growth opportunities. (Adidas, 2018) 

A focused differentiation strategy provides features that are unique to a narrow segment of a market, as outlined in the diagram above, this is relevant to Adidas through its targeting of the sport market, the strategy becomes differentiated by Adidas’s provision of unique features to attract a range of consumers, the unique selling point of adidas is the deep rooted ideology of innovation and pushing the boundaries of its products, continually striving to be the best and in doing so building high brand value. (Tutorialspoint, 2017)


Adidas suggests that its strategy is encompassed by the following three elements; 

[image: ] (Adidas, 2018) 


Speed- Adidas refers to speed in how the organisation delivers, by providing a customer centric platform and looking to provide desirable, innovative products and providing them when they are needed. The business believes it will become the first true fast sport company. 

Cities- Adidas refers to where they deliver their products, the business has identified six cities in where it desires to grow share of mind, share of market and share of trend: London, Los Angeles, New York, Paris, Shanghai and Tokyo, these cities are highly regarded as the fashion capitals of the world and Adidas utilises this to promote its brand through association.

Open Source- Adidas refers to this as how they create, focusing on collaboration and innovation, another trait of a focused differentiation organisation, the business looks to open doors and develop their products by inviting its consumers to have an input into the design and specification of its products, to co create the future of sport. (Adidas, 2018) 
 
[bookmark: _Toc530498827]2.2 Adidas Strategy Analysis 


In order to highlight what competitive strategy Adidas applies to gain a competitive advantage it is useful to undertake a SWOT Analysis of Adidas to identity what competitive environment the business would perform best in.  









[bookmark: _Toc530498828]2.2.1 SWOT Analysis of Adidas

	Strengths
	Weaknesses

	Legacy and Heritage
Diversified Port Folio 
Financial Position
Distribution Network 
Branding and community 
Collaborations and Memberships 
	High Price Range 
Outsourcing of Manufacturing 
Limited product line 

	Opportunities
	Threats 

	Changing Lifestyles 
Market Development
Expanding Product lines 
Demand for Premium products 
Backward integration 
	Competition
Supplier Dominancy 
Government Regulation 



(Bhasin, 2018)
 Key strengths of the Adidas business include its legacy and heritage, adidas has been a long-established brand and utilises its brand image to create a firm fan base, It has established itself as a quality youthful brand within the premium segment with Adidas and the midrange with Rebok, further to this the Adidas brand has increased awareness through celebrity endorsements and through sponsorship of large sporting events, placing the brand right in front of the niche market they target. 
Another key strength of Adidas is its financial position and distribution network, Adidas has over 2400 stores globally taking in excess of 4.3 billion, its distribution system is effective in achieving this figure due to its advances online, on the high street and through supermarket stores presence.   

Weaknesses of the Adidas Business module include its premium price range, due to its use of innovative technology and production the brand has made itself accessible only to limited customers, furthermore Adidas has outsourced 93% of its manufacturing to reduce costs and run the risk of becoming over dependent upon suppliers. 

Opportunities of the Adidas Business Module include backwards integration, backwards integration is the process by which a business acquires segments of its supply chain, this would assist the business in securing patent rights and could have a direct impact on reducing costs. (Riordan, 1991) A further opportunity for the business would be to expand the product line, by doing this the business opens itself up to new opportunities whilst simultaneously differentiating itself from its competitors. 
Finally threats to Adidas include government regulation, with the majority of its production taking place in China and Asia government related policy such as import regulations, duty and tariffs play a crucial role in the pricing of the business. Another threat to Adidas is supplier dominancy, as most of its production is outsourced suppliers could have more power than the company when negotiating deals. A further threat to the business of its competitors, with Adidas being a global brand other brands such as Nike, currently the number one sporting brand on the market in the premium segment, there is also competition from local brands. (Bhasin, 2018)

A PEST analysis of Adidas is also useful in determining a strategic approach, a PEST analysis is a tool used to analyse Political, Economic, Socio-Cultural and Technological changes in the business environment with a view to understanding the environment in which the business operates and what nature of changes could impact on the business. (Mind Tools Content Team, 2018)

[bookmark: _Toc530498829]2.2.2 PEST Analysis of Adidas 

	Political
	Economic

	Import Duty 
Tariffs and Duty 
Intervention of Counterfeits
Taxation 
Trade Agreements 
Safety Laws
Labour Law
Consumer Product Regulation 
	Competition
Counterfeit goods 
Use of Third world countries for Cheap Labour 
Cost of Materials 

	Socio-Cultural 
	Technological 

	Trends within the market 
Support Communities 
Olympic Sponsorship 
	Smart Sportwear 
Online Presence 
Natural and scientific Materials 




(Frue, 2017)
An example of main political factors that impact upon the business strategy is Import Duty and Taxation, as Adidas use of developing countries for low cost labour is advantageous in the reduction of manufacturing costs the opposite is true when related to the import and taxation of the goods from these countries, the costs would need to be considered and balanced against any saving made by using unethical labour. 

Economic factors for consideration once again include the use of third world countries for cheap labour, this is damaging to an otherwise reputable brand, further to this counterfeit goods are readily available in third world countries with more lax copyright laws and by using these countries for their cheap labour the business is at a disadvantage by opening itself up to counterfeits.

Socio-cultural implications include trends within the market and the business ability to respond to them to avoid being left behind, with the business also aiming at the fashion industry as well as the sporting industry the business needs to be aware of the fast paced changing markets and be aware of its competition to make sure it is at the forefront of the changing market place.     

Technologically the business needs to be constantly investing in new technology, in this instance smart sportswear or wearable technology is currently an emerging trend within the market, another factor for consideration is Adidas online presence, this is managed very well with  the  businesses use of its own website and social media to interact with its customer and get their input. 

[bookmark: _Toc530498830]2.2.3 Stakeholder Analysis 


Adidas recognises its stakeholders as those people or organisations who affect, or are affected by, their operations and activities. (Adidas, 2018) 

Adidas identifies the following stakeholders within its stakeholder guidelines.

Business partners - unions, suppliers, service providers;

Customers - professional sports people, distributors, retailers, consumers.




[image: Related image]Business partners - unions, suppliers, service providers;


 Workers in our suppliers' factories





Employees of the Adidas Group; 



• Authorisers - governments, trade associations, shareholders, Board of Directors;


 Shareholders and investors






(Herzogenaurach, 2012)


Adidas has built a strong relationship with its stakeholders and this is an advantage as it allows for a well-developed sustainability programme that Adidas enjoys today engagement with all stakeholders is high. This is encompassed by its statement ‘we actively engage, we listen, we seek to understand their concerns and where it is within our ability, we act’. (Adidas, 2018)



[bookmark: _Toc530498831]2.2.4 Competitor analysis of Adidas 

Focusing on the businesses main competitor Nike provides further clarity as to the position of the business in market of today.

[image: ]

(Parker, 2014)

Nike is currently the leading sports brand by some margin taking into consideration the figures depicted above, these figures provide Adidas with an understanding of its main competitor and what the business must strive towards to meet its goal of becoming the number one sporting brand. Given the similarity between the two organisations Adidas would need to further differentiate its business and offering in order to develop a further competitive edge. 

A major disadvantage to the Adidas business module is the use of unethical labour to drive down costs; this negatively influences an otherwise positive brand image. 
However this can also be seen as an advantage as although the use of this type of labour is unethical Adidas counteract this by its use of community outreach programs relating to sport. It also increases profit due to its premium price range and low costs.    

[bookmark: _Toc530498832]3.0 Conclusion 
In conclusion the Adidas business strategy is overwhelmingly positive but does has a small scope for improvement, it’s stagey of focused differentiation works well for the business, the business falls between focused differentiation and differentiation on Bowman’s Strategy clock mainly due to their philosophy of “Creating the new” the PESTEL analysis conducted highlights the range of external factors impacting on the organisation,   factors that the business manages well and the business engages with its stakeholders effectively to manage their expectations. The greatest influences on the business, as identified by Porters theory are competition from organisations such as NIKE and Buyer Power.









[bookmark: _Toc530498833]4.0 Recommendations 
Adidas would do well to strengthen the Reebok brand as its mid-range offering in a bid to differentiate itself from its major competitor NIKE, by doing to it gives itself a competitive edge focusing on the midrange and premium markets.   

Adidas could also develop itself utilising backwards integration, by using a practise of backwards integration the business would be better placed in securing patent rights and have a direct impact on reducing costs by controlling its own supply chain. (Riordan, 1991) 

A further recommendation for the business would be to expand the product line, by doing this the business opens itself up to new opportunities whilst simultaneously differentiating itself from its competitors. 

Another factor to consider for Adidas would be to ensure that it identifies emergent strategies from its intended and planned strategies, specifically with regards to European consumer spending and Brexit, with the markets very unsure of the future Adidas need to stand poised to react to any external factors that will impact the business, for example, launching new products may increase spending in this area and minimise any potential fall out of the reduction in spending in this area due to the ongoing political issues.     
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