

Executive Summary
In this assignment, I have conducted strategic analysis of Adidas. The use of Bowman’s Strategic Clock has identified where the company stands within its market while the SWOT and PESTLE analysis allow a more detailed insight into Adidas’ micro and macro environment. Following this analysis, I have drawn a conclusion from my findings and have suggested three recommendations for the future of Adidas. 
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Strategic Management Analysis of Adidas
1.0 Introduction
Where the role of managers once comprised of organising and delegating, it seems that the idea of management has since progressed. Strategic management differs to the more traditional management concept by focussing greatly on three key elements, strategic analysis, strategic choice and strategic implementation. By using Adidas as a case study, I aim to explore the company’s methods of strategic management to assess how this has worked in practice and how Adidas has progressed as a company from this notion. By using Bowman’s Strategic Clock, a SWOT analysis and a PESTLE analysis, I also intend to identify any weaknesses within the company and provide suitable recommendations as to how strategic management could support Adidas to overcome any limitations of their company.  
It has long since been discussed as to whether the process of management can be classified as an ‘art’ or a ‘science’. With theorists such as Kreitner suggesting management is, ‘a problem solving process of effectively achieving organisational objectives’ (Kreitner, 2008), this implies that management is a tactical process which can be pre-determined to some extent. However, this idea seems to somewhat oversimplify the management process and therefore seems to lack realistically. Where strategic management does account for some planned strategies, this definition fails to mention the importance of emersion and reactive strategies.
However, contrasting to Kreitner suggested theory, theorists such as FW Taylor and Harold Koontz both refer to management as an ‘art’ in which to, ‘get things done through and with the people in formally organised groups. It is an art of creating an environment in which people can perform and individuals and can co-operate towards attainment of group goals.’ (Koontz, 1984) Perhaps this definition lends itself more fittingly to strategic management. 
1.1 Company Background
Originally founded in 1949, Adidas has grown to establish itself as the second biggest sportswear organisation in the world. As can be seen from the case study question, Adidas is a multinational company that is responsible for, ‘more than 2,500 own-retail stores and around 13,000 mono-branded franchise stores.’ (Case Study Question, 2018) Throughout the years, Adidas has grown at an impressive rate and is, ‘running circles around its competition’. (Garcia, 2017) Resultantly, Adidas has been classified as the leading brand for growth and development last year. Perhaps this growth and expansion provides the reason for its impressive 9.7% revenue increase over the last year. 
To date, the company’s mission is, ‘to be the best sports company in the world’. (Adidas, 2018) As a brand, Adidas’ values focus on passion, honesty and innovation. Their ‘Create The New’ scheme was formed in 2015 and is set to continue until 2020. Evolving customer preferences and emerging market opportunities have led to the introduction of ‘Creating The New’. Having identified the need to increase sales to gain a bigger market share, this schemes objectives are to, ‘further accelerate growth by significantly increasing brand desirability’ and ‘connect and engage us with our consumers’. (Adidas, 2018) The company also aims to introduce more creative collaborations by means of their Open Source arrangement. 



2.0 Main Findings
A salient factor of strategic management begins with strategic analysis. ‘To identify its strategic position an organisation must undertake an analysis of both the internal corporate environment and the external environment’. (Hooley, 2011) By doing so, this provides a company to become much more self-aware by acknowledging influencing factors of an internal and external nature. These strategies will act to enhance Adidas’ abilities to prevent problems. The first strategic tool I will utilise is Bowman’s Strategic Clock.

2.1 Bowman’s Strategic Clock
Bowman’s Strategic Clock is valuable as a, ‘marketing model with which a company can analyse its position in relation to what its competitors have to offer.’ (Strategic Thinking, 2011) This is insightful to any business, including Adidas to look at their strategic positioning and identify the most competitive position within the market.
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Adapted from (Bowman, 1995)
Advantages
Where Johnson suggests, ‘Strategic management includes understanding the strategic position of an organisation, making strategic choices for the future, and managing strategy in action’ (Johnson, 2007), it seems that Adidas are doing well to have identified their current strategic position. As shown by the diagram above, Adidas fits between differentiation and focused differentiation. My SWOT analysis in the next section shows Adidas’ key strength is its brand image. Adidas’ long standing brand image and quality products earn customer loyalty and premium prices. The company has a passion for creation and innovation which is clear from their Open Source scheme which introduces new creative collaborations. ‘By exchanging core competencies, we will create unique value for our brands and ultimately also for our consumers.’ (Adidas, 2018) It is palpable to see that Adidas are not only focusing on the quality of their products but both branding and service is a salient core competency of the company. For this reason, it seems fair to say Adidas are moving further towards focused differentiation.
Disadvantages
Although Adidas are illustrating clear steps to development, perhaps one of their main difficulties will be to sustain this added value. It has been suggested that strategic management should identify the unique value in which a company brings and how they plan to sustain this value. (Hambrick and Frederickson, 2017) As part of their acceleration plan, Adidas aims to put more attention on millennials where they are recognised as a salient target customer group. Perhaps by doing so, Adidas can move into the focussed differentiation category whereby they can further distinguish themselves from competition.



2.2 SWOT Analysis
Following on from Adidas’ strategic positioning, a SWOT analysis will help to further analyse the company within its micro environment. A SWOT analysis is an internal breakdown of a company whereby strengths, weaknesses, opportunities and threads are identified and studied. This form of analysis helps the business, ‘set objectives that are realistic and attainable, minimising risk and maximising efficiency.’ (British Library, 2018)

	Strength
1. Brand Image
2. High employee motivation
3. Creation and innovation
4. Effective marketing campaigns
5. Collaborations and Partnerships
	Weakness
1. Limited product line
2. Outsourced manufacturing
3. High costs

	Opportunities
1. Growing market due to changing lifestyles
2. Employee motivation and capabilities
3. Expansion of their product lines
4. Strategic Partnerships
5. Investment into sustainability
	Threats
1. Rivalry with key competitor Nike
2. Supplier power
3. Increase in government regulations
4. Imitating/ Fake products being created



Advantages
Adidas are presenting themselves as efficacious opportunists. ‘Rising health consciousness and growing sports and gym infrastructure in the urban areas is expected to lead to growth in the sales of sports shoe, apparel and equipment.’ (Pratap, 2018) In a growing market, Adidas are doing well to identify their highest revenue areas and also to focus on investing in the highest potential markets and channels. The provided case study informs that Adidas operates in eight regions however, based on each regions percentage of their overall profits, it seems Adidas’ key markets are Western Europe, North America and China. Adidas has recognised this as they, ‘place considerable emphasis on expanding our activities in Greater China and Western Europe to gain market leadership.’ (Adidas, 2018)
Employee motivation and capabilities act as both a strength and an opportunity for Adidas. With innovative and agile companies like Adidas, it is clear that the company culture is a salient influence on how strategic choices are made. ‘Our corporate culture of confidence, creativity and collaboration is key to enable us to create the new.’ (Adidas, 2018)  In connotations to Koontz’s theory of management being an ‘art’, perhaps the art of effective employee management is key to the picture of a successful brand image. Adidas understands that its employees act as a key influence on their overall strategic position and therefore acknowledge employees help to shape their strategic capability. The involvement of employees has developed a team grounded in company heritage where there is a consensus throughout the organisation of the overall objectives and values of Adidas. 
Disadvantages
However, where Adidas are effective in this respect, their employees could equally act as a possible concern for the future. As a company embracing a lot of change within recent years, Adidas must ensure there is clear and effective communication throughout the organisation to ensure all members of the company continue to understand Adidas’ visions and are able to meet their responsibilities. This recommendation has connotations to the theory by (Watson, 2018), which suggests successful objectives are SMART. This in turn should reduce any resistance for change and make for an even more adaptive company. 
Also, the market in which Adidas operates is highly saturated and extremely competitive which is a clear threat. It has been proposed that key competitors such as Nike offer more variation for their products. If Adidas are able to respond to this and form a reactive conversion strategy, this would both act to develop their creativity and innovation whilst enabling Adidas to achieve their company objectives of achieving a larger market share. This would therefore convert Adidas’ weakness into a strength. (Mintzberg, 2011) For this reason, I would recommend that Adidas put more focus into the Open Source scheme and increase their product lines which resultantly may increase sales.










2.3 PESTLE Analysis 
Having discussed Adidas’ internal factors, it seems logical to consider the macro environment in which the company operates. ‘A PESTLE analysis is a framework to analyse the key factors influencing an organisation from the outside.’ (Morrison, 2007) Although it has been suggested that, ‘an organisation has no control and there is little, if anything, that an organisation can do to influence the macro environment,’ (Hill, 2004), I would argue that if Adidas were to continuously monitor their external influences and form reactive strategies, this would reduce their risk in a changing environment.

	Political
	Economic
	Social
	Technological
	Legal
	Environmental

	1. Growth of political regulations
2. Higher degree of uncertainty
3. Political chaos leading to supply chain issues
4. Outsourcing
	1. Economic growth lead to higher sales
2. Competing with games and music industry
3. Labour intensive operations in China
	1. Encouraging customers to interact with the business
2. Putting focus onto millennial generation
3. Changing designs to meet desires of customers

	1. Introduction of app
2. Digital Marketing and ecommerce
3. Use of social media
	1. Design patent
2. Complying with rules and regulations of each country Adidas operate in
	1. Investment into sustainable partnerships
2. Use of sustainable natural resources
3. Monitoring of hazardous substances




Advantages
Johnson believes an advantage of strategic management comes in the form of, ‘achieving advantage in a changing environment through the configuration of resources and competences with the aim of fulfilling stakeholder expectations’. (Johnson, 2007) Adidas do well to pay particular attention to its preference stakeholders. In an attempt to encourage customer engagement, Adidas are, ‘inviting consumers to become part of our creative culture. By the end of 2017, our goal is that 30% of shared content on our brands through social media and other channels is user-generated content.’ (Adidas, 2018) From this, it is clear that Adidas’ communication with its customers has developed further than that of most large organisations by becoming more of a dialogue as appose to a monologue. According to (O'Reilly, 2007), ‘the rules for business are different.’  By allowing customers to participate in the experience as appose to simply just the consumption, Adidas would have the opportunity to endorse customer loyalty and encourage new custom.  
Adidas’ shareholders are also greatly considered. As part of their Creating the New scheme, Adidas’ objective is to, ‘create long-term value for our shareholders’. (Adidas, 2018) As a company that already offers above industry average dividends, Adidas are driving a competitive advantage through shareholder engagement. This in itself demonstrates effective CSR whereby this, ‘is concerned with the ways in which an organisation exceeds its minimum obligations to stakeholders specified through regulation’. (Johnson, 2007)
Adidas appear to act with integrity, showing consideration for their ethical and moral obligations as a company. ‘The 21st century will be the century of the social sector organisation. The more economy, money, and information become global, the more community will matter.’ (Drucker, 2007)Their ‘focusing on sustainability’ scheme involves forming partnerships with Parley for The Oceans to reduce their environmental impact. Since the introduction of this strategic partnership in 2017, both Adidas and Reebok are producing products through the use of sustainable raw materials. In such a highly competitive market, I would recommend Adidas continue to put focus into their sustainable partnerships and continue to invest in this area. Through doing so, their sustainable production could provide the ultimate competitive edge over Nike.
Disadvantages
According to the Carrol’s Pyramid theory, it is clear that Adidas acts with philanthropic responsibility whereby they act as a good global corporate citizen. (Carroll, 2016) A core disadvantage of strategic management is when, ‘managers spend a great deal of time preparing, researching and communicating the strategic management process, which may impede day-to-day operations and negatively impact the business’. (Katsanos, 2018) It seems that the investment into environmental friendly operations, although they are beneficial to the ecosystem, are perhaps perilous to Adidas’ financial accounts. Management must ensure that their sustainability plans are managed carefully and sensibly as to avoid any financial loss from the increased costs which result from their sustainable investment.
‘Digital experiences shape the perception of consumers towards a brand and as such digital is now an essential part of brand’s business strategy.’ (O'Reilly, 2007) It is clear to see that Adidas are actively developing their technology platforms through last year’s introduction of the company app. Where statistics reveal, ‘it’s e-commerce channels are also the fastest growing of its all sales channels which achieved 57% growth in 2017.’ (Case Study Question, 2018) However, (Mintzberg, 2011) suggests that technological advancements are the biggest change to strategic management. Where Adidas’ leading competition comes from Nike, there seems to be a distinguishable difference between the two companies. Nikes advanced technology act to enhance the customer experience whereby personalization of products is possible. Maybe if Adidas could put more focus into the advancement of their digital platforms, the company could offer personalization to enhance their overall customer experience. In reference to Hambrick and Frederson’s theory, perhaps this is key for Adidas to sustain momentum and value.










3.0 Conclusion
Overall, Adidas have proved themselves to be hugely successful for their efforts of strategic management. Strategic analysis has revealed that although Adidas face direct competition from that of Nike, they are still positioned as the second largest sportswear organisation in the world and therefore a key competitor within its market. I can conclude by revealing my personal viewpoint on strategic management is that it is in fact an art form. Where a business’ capabilities and resources are managed and used effectively, this has the potential of creating a strong brand image, like that of Adidas. However, in order to achieve this, continuous strategic analysis is vital. If Adidas can continue to manage their company reactive way and address the recommendations made, not only can further value be created, but more importantly; sustained. 


3.0 Recommendations
· Continue to ensure effective communication throughout the company.
Hold regular employee meetings to ensure consensus throughout the organisation. Ensure all communication is clear and employees understand the visions of Adidas to reduce resistance to change.
· Put more emphasis into the Open Source scheme to improve product line.
Improving Adidas’ product line will satisfy customers through more choice. This would potentially limit Nike as a threat and allow Adidas to position itself as the market leader.
· Invest further into digital developments.
With Mintzberg suggesting technology is the biggest change, advancing in the online presence of Adidas will both act as a method to sustain value and offer a more personalized experience to customers.
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