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[bookmark: _Toc237404177]EXECUTIVE SUMMARY
This strategic management report evaluates the competitive position and strategic direction of the Adidas Performance Strategic Business Unit (SBU) within the United Kingdom. The analysis examines the SBU’s external environment, internal capabilities, competitive position, corporate social responsibility, performance measurement systems, and strategic options in order to identify the key challenges affecting its ability to sustain competitive advantage in the UK performance sportswear market.
The analysis identifies a highly competitive and rapidly changing UK market in which Adidas Performance faces increasing pressure from specialist brands such as On Running and HOKA. Although Adidas benefits from strong global brand recognition, established UK distribution capabilities, significant research and development resources, proprietary cushioning technologies, and its Continental Rubber technical partnership, these strengths are increasingly challenged by faster product-development cycles, wholesale channel conflict, margin pressure and changing consumer expectations. The external analysis using PESTEL highlights post-Brexit supply-chain friction, economic pressure on discretionary spending, the growth of community-based running cultures, rapid technological development, increasing environmental requirements and tighter data and consumer-protection regulations.
The internal VRIO analysis indicates that Adidas Performance possesses a strong threshold resource base, but only a limited number of resources provide sustained competitive advantage. In particular, the Continental Rubber outsole alliance represents a significant UK-relevant source of sustained advantage, while cushioning technologies provide increasingly temporary advantage because competitors are rapidly achieving technological parity. The SWOT and TOWS analysis therefore identifies the need to move from defensive market preservation towards proactive differentiation, particularly by leveraging Adidas’ technical capabilities and distribution scale to engage with the growing UK running-community market.
The report further evaluates Adidas Performance’s corporate social responsibility strategy, particularly its sustainability and circularity initiatives. While these initiatives can strengthen brand equity and regulatory compliance, their higher operational costs and potential consumer scepticism create strategic challenges. The Balanced Scorecard therefore recommends integrating financial, customer, internal-process, and learning-and-growth measures to monitor both short-term performance and longer-term strategic capability. Key targets include stronger DTC revenue and margins, increased app engagement, faster design-to-market cycles, greater recycled-material utilisation, and continued investment in research and digital capabilities.
At the business level, the report concludes that Adidas Performance should retain its broad differentiation strategy while strengthening technological differentiation and local UK customer engagement. The preferred growth pathway combines Market Penetration and Product Development. In particular, Adidas should develop UK-specific, climate-adapted technical running products while strengthening grassroots run-club engagement through its digital ecosystem. The proposed strategy is validated through the SAFe framework as suitable for the identified market conditions, feasible given Adidas’ resources and capabilities, and acceptable because of its potential to improve DTC margins and premium positioning.
Successful implementation will require careful management of wholesale channel conflict, post-Brexit logistics, digital customer-acquisition costs and organisational agility. Recommended actions include clearer product-line segmentation between DTC and wholesale channels, localized inventory and logistics capabilities, greater use of community-based marketing, increased UK managerial autonomy, and stronger alignment of employee incentives with DTC profitability and customer-retention objectives.
Overall, the report concludes that Adidas Performance has the resources and brand scale necessary to strengthen its UK competitive position, but sustained success depends on converting these resources into locally responsive and difficult-to-replicate capabilities. The strategic priority should therefore be to combine Adidas’ technical heritage and scale with faster innovation, climate-adapted product development, community-led engagement and a stronger DTC ecosystem.
TABLE OF CONTENTS
ACKNOWLEDGEMENTS	1
EXECUTIVE SUMMARY	3
SECTION 1: STRATEGIC EVALUATION & CRITICAL ANALYSIS	6
1. Organisational Context and Strategic Overview	6
2. External Macro-Environmental & Internal Capability Analysis	9
Macro-Environmental Appraisal (PESTEL Analysis)	9
Analytical Outcome & Critical Evaluation of PESTEL	11
Internal Environment Appraisal (VRIO Framework)	12
Analytical Outcome & Critical Evaluation of VRIO	14
Strategic Synthesis (SWOT Analysis & TOWS Matrix)	15
Analytical Outcome & Critical Evaluation of SWOT/TOWS	17
3. Corporate Social Responsibility & The Balanced Scorecard	18
Critical Evaluation of Corporate Social Responsibility (CSR)	18
Operationalizing Performance via the Balanced Scorecard	19
Analytical Outcome & Critical Evaluation of Balanced Scorecard	21
4. Strategic Choices, Implementation & SAFe Validation	22
Business-Level Competitive Strategy (Porter's Generic Strategies)	22
Growth Vectors (Ansoff's Growth Matrix)	22
Evaluation of Recommended Strategy (SAFe Framework)	23
Analytical Outcome & Critical Evaluation of Strategic Choice & SAFe	24
Implementation Challenges and Mitigation Strategies	25
SECTION 2: CRITICAL REFLECTIVE ACCOUNT	26
Applying Gibbs’ Reflective Cycle (1988)	26
1. Description	26
2. Feelings	26
3. Evaluation	27
4. Analysis	27
5. Conclusion	28
6. Action Plan	28
REFERENCES	29

[bookmark: _Toc237398113][bookmark: _Toc237404178]SECTION 1: STRATEGIC EVALUATION & CRITICAL ANALYSIS

[bookmark: _Toc237404179]1. Organisational Context and Strategic Overview
The historical trajectory of Adidas AG demonstrates a continuous, path-dependent interplay between technological pioneerism and market responsiveness, culminating in its present-day matrix organizational structure. Founded in 1949 by Adolf Dassler in Herzogenaurach, Germany, the corporate entity initially established its core competitive advantage through targeted footwear engineering tailored strictly to elite athletic performance (Smit, 2008). Dassler's early innovations, such as screw-in studs for football boots, laid a foundational corporate culture rooted in biomechanical research, specialized material testing, and direct athletic partnership. Over successive decades, global corporate expansion necessitated a clear operational distinction between heritage lifestyle offerings and high-performance technical equipment. This structural evolution led to the formal establishment of the Adidas Performance Strategic Business Unit (SBU), designated globally by the iconic three-bar badge. While Adidas Originals captures lifestyle, streetwear, and retro-fashion market segments, Adidas Performance is explicitly charged with driving functional athletic innovation, biomechanical footwear development, and technical sports apparel. The organizational mission to be 'the best sports brand in the world' serves as an overarching strategic compass governing resource allocation across global markets.
As defined by Whittington et al. (2019), a Strategic Business Unit (SBU) operates as a distinct operational entity within a corporate parent, responsible for a specific market segment. Furthermore, analyzing the UK athletic footwear market through the Strategic Groups framework reveals two distinct competitive clusters: broad-scale volume incumbent leaders (Adidas, Nike) competing across general sports categories, and niche specialized entrants (On Running, HOKA) focusing strictly on high-performance technical running. Mapping these strategic groups illustrates that broad market heritage no longer insulates Adidas Performance from agile rivals operating with higher product specialization and targeted distribution footprints.
However, critical strategic appraisal reveals a latent tension between this aspirational corporate mission statement and localized operational execution within mature Western European markets. Strategic management literature emphasizes that corporate mission statements frequently degenerate into mere rhetorical statements unless backed by localized resource deployment, structural flexibility, and market-specific value propositions (Grant, 2021). In the United Kingdom, Adidas Performance operates via a complex hybrid revenue generation model combining direct-to-consumer (DTC) digital ecosystems, physical flagship retail environments (such as Oxford Street, London), and extensive wholesale distribution partnerships with major national retailers including JD Sports, Sports Direct, and specialist running platforms like SportsShoes.com. While DTC channels offer higher gross margins and rich proprietary consumer data, heavy historical reliance on wholesale partners in the UK has created channel friction, price discounting pressures, and periodic brand dilution. Furthermore, central corporate mandates established at global headquarters in Germany do not always account for localized UK retail consolidation or regional post-Brexit distribution bottlenecks.
The macro-environmental landscape of the UK athletic footwear and apparel market presents significant structural friction for incumbent market leaders. The UK market is characterized by exceptionally high market penetration rates, sophisticated consumer discernment regarding technical product specifications, and a pronounced post-pandemic shift toward community-driven, active lifestyle habits (Mintel, 2024). Despite historically commanding the secondary market position behind Nike in total sales volume, Adidas Performance faces severe margin compression and category share erosion. This competitive threat stems from the rapid emergence of nimble, hyper-focused specialist brands such as On Running and HOKA, which have captured affluent UK consumer segments through targeted cushioning innovations and specialized run-shop distribution networks (Euromonitor, 2025). Broad brand heritage no longer guarantees consumer retention among British runners who prioritize specialized functional performance over general brand prestige. Consequently, evaluating the current strategic positioning of Adidas Performance within the UK requires rigorous critical scrutiny of its internal capability architecture alongside external macro-environmental and competitive industry forces.
To address these competitive pressures, Adidas Performance must re-examine how its localized UK business model creates and captures economic value. The SBU currently incurs heavy fixed marketing costs associated with broad-spectrum national advertising and global athlete endorsements. However, localized conversion rates in the UK reveal that modern runners respond far more effectively to micro-influencers, peer recommendations, and local athletic community events. This mismatch between global marketing expenditure and localized consumer conversion highlights an underlying operational inefficiency within the SBU's UK strategy. By realigning capital allocation toward localized digital app engagement and community running partnerships, the SBU can rebuild brand equity while insulating itself against price-cutting pressure from value-oriented retail competitors.
Additionally, analyzing the competitive dynamics of the UK performance sportswear sector indicates a structural transition from mass-market production toward high-margin technical customization. Emerging Asian entrants and specialist running firms have significantly shortened their product iteration cycles, introducing seasonal cushioning updates in under six months. In contrast, the centralized corporate product development pipeline at Adidas AG historically required 12 to 18 months from initial biomechanical concept to UK retail delivery. This temporal lag creates a strategic vulnerability in the UK market, as trend-conscious British consumers rapidly adopt rival technical releases. Resolving this operational friction requires the SBU to decentralize regional product testing and grant UK marketing managers greater latitude in customizing inventory assortments.




Table 1:Strategic Profile: Adidas Performance (UK)
	Operational Dimension
	Strategic Profile: Adidas Performance (UK)
	Strategic Implications

	Parent Entity
	Adidas AG (Frankfurt Stock Exchange: ADS)
	Global corporate backing with centralized R&D capital

	Core Product Franchise
	Ultraboost / Adizero Technical Footwear
	High R&D expenditure requiring consistent premium margins

	Primary UK Channels
	Omnichannel (45% Wholesale, 35% DTC App/Web, 20% Flagships)
	Channel conflict between high-margin DTC and wholesale partners

	Target Demographic
	UK Performance Athletes & Active Lifestyle (Ages 18-45)
	Exposure to shifting UK discretionary spending patterns

	UK Market Position
	Rank #2 Overall Footwear Volume; Rank #3 Technical Running
	Premium erosion by specialized entrant brands (On, HOKA)



[bookmark: _Toc237404180]2. External Macro-Environmental & Internal Capability Analysis
[bookmark: _Toc237404181]Macro-Environmental Appraisal (PESTEL Analysis)
PESTEL Analysis Political: 
Political and regulatory restructuring following the United Kingdom's formal exit from the European Union continues to impose administrative complexity and financial friction upon supply chains connecting mainland European central logistics centers to UK distribution nodes. Border checks, customs compliance tariffs, and regulatory divergence increase lead times for seasonal inventory releases, exposing Adidas UK to inventory stock-outs during peak commercial trading windows (Institute for Government, 2024). Furthermore, UK government public health initiatives promoting active transport, school physical education programs, and workplace wellness present institutional tailwinds that expand the broader addressable market for performance gear.
PESTEL Analysis Economic: Economic headwinds across the UK, characterized by volatile inflation indices, elevated energy costs, and constrained household disposable income, have fundamentally bifurcated consumer purchasing behavior. Discretionary spending on premium athletic footwear exceeding £180 faces elevated price elasticity among mid-tier income demographics, driving consumers toward discounted wholesale outlets or lower-priced alternatives (Bank of England, 2025). Conversely, affluent consumer segments remain resilient, creating a polarized market where premium technical differentiation must be unequivocally demonstrated to justify price premiums. Additionally, exchange rate fluctuations between Sterling (GBP) and the Euro (EUR) create margin volatility for UK operational imports.
PESTEL Analysis Social: 
Sociocultural trends present significant structural tailwinds for performance sports brands in the UK. The explosive expansion of informal 'run clubs', parkrun participation, and community-driven social fitness groups reflects a broader cultural integration of physical exercise into personal identity and social networking (Mintel, 2024). Athletic footwear has increasingly crossed over into daily suburban casual attire, broadening the potential usage occasion for technical products like the Ultraboost series beyond dedicated marathon runners. However, shifting demographic trends—specifically an aging British population—require functional product adaptations focused on joint protection and ergonomic support.
The temporal lag between Adidas AG’s 12-to-18-month centralized corporate development cycle and the rapid product release cycles of challenger brands exposes the SBU to severe Strategic Drift (Whittington et al., 2019). As macro-environmental social trends in the UK shift rapidly toward community run-clubs and peer-driven fitness networks, rigid corporate lead times create a dangerous gap between evolving environmental expectations and the SBU’s operational execution.

PESTEL Analysis Technological: 
Technological advancements in wearable device connectivity, 3D knit textile automation, and supercritical foam chemistry dictate the competitive frontier in performance footwear. Furthermore, direct-to-consumer digital ecosystems require continuous investment in artificial intelligence, computer vision gait analysis, and mobile application personalization to maintain parity with digital-native footwear entrants (Teece, 2019). The rapid growth of social commerce on platforms like TikTok and Instagram has transformed product discovery, requiring instantaneous digital fulfillment capabilities.
PESTEL Analysis Environmental: 
Environmental accountability has transitioned from a peripheral marketing strategy to a core legal and commercial mandate in the UK. The UK Competition and Markets Authority (CMA) actively enforces anti-greenwashing directives under the Green Claims Code, requiring empirical, verifiable supply chain documentation for all claims regarding recycled polyester and ocean plastic content (CMA, 2024). Extended Producer Responsibility (EPR) regulations are also emerging in the UK, penalizing brands that fail to establish textile waste collection and circular recycling protocols.
PESTEL Analysis Legal: 
Legal compliance around consumer data usage under UK GDPR constrains hyper-targeted algorithmic marketing within proprietary DTC digital applications. Additionally, UK employment law standards govern labor conditions within domestic logistics centers, directly impacting operational cost structures and warehouse labor flexibility.
[bookmark: _Toc237404182]Analytical Outcome & Critical Evaluation of PESTEL
The primary strategic outcome of the PESTEL appraisal is the identification of a highly volatile macro-environment where external opportunities and threats are sharply polarized. The key macro-environmental drivers for change in the UK are post-Brexit supply chain friction (Political/Economic) and the cultural surge in community running (Social). Critically evaluating these findings reveals that while macro-environmental scanning provides a comprehensive taxonomy of external forces, its predictive value is limited if factors are analyzed in isolation. For instance, environmental regulations (CMA Green Claims Code) directly intersect with economic constraints: developing fully verified circular footwear increases production overheads precisely when UK real wage compression has heightened consumer price sensitivity. Therefore, Adidas Performance cannot simply respond to individual PESTEL drivers; it must formulate an integrated strategic posture that balances compliance costs against consumer willingness-to-pay.
Furthermore, a critical limitation of traditional PESTEL analysis is its static snapshot nature. Macro-environmental forces in the UK athletic sector interact dynamically; social trends such as community run-club participation can accelerate technological adoption (e.g., runners sharing performance data via integrated apps), which in turn alters legal data privacy boundaries. Management must avoid treating PESTEL as a one-time compliance checklist. Instead, the SBU should establish continuous environmental scanning protocols that monitor macro-environmental shifts in real-time, allowing the firm to dynamically adjust product allocation and digital marketing spend before external threats fully materialize.
[bookmark: _Toc237404183]Internal Environment Appraisal (VRIO Framework)
Applying the VRIO framework (Barney, 1991) to the internal resource base of Adidas Performance isolates the capabilities required to sustain competitive advantage in the UK market. Barney posits that firm resources must be Valuable, Rare, Inimitable, and supported by Organizational structure to yield persistent economic rents.
The proprietary Boost and Lightstrike Pro foam cushioning technologies represent Valuable and Rare assets that deliver measurable biomechanical energy return and impact absorption. Protected by chemical patents and proprietary manufacturing processes developed alongside BASF, these cushioning platforms provided Adidas with a sustained competitive advantage throughout the mid-2010s. However, rapid technological catch-up by competitors deploying supercritical nitrogen-infused foams (e.g., HOKA’s Profly and Saucony’s PWRRUN) has eroded this inimitability, shifting this resource toward a temporary competitive advantage that requires continuous R&D innovation.
In contrast, the exclusive technical alliance with Continental Rubber for outsole traction constitutes a genuine Sustained Competitive Advantage within the UK geographical market. Outsoles engineered with Continental rubber compounds deliver demonstrably superior grip on wet tarmac and slippery pavement—a physical product attribute highly valued by British runners facing variable regional weather conditions. This specialized cross-industry partnership is rare, legally protected, and exceptionally difficult for competitors to replicate rapidly.
The SBU's direct-to-consumer (DTC) mobile app architecture and digital loyalty infrastructure achieve Competitive Parity rather than sustainable advantage. While valuable for capturing customer data and driving repeat purchases, comparable digital capabilities are deployed across the industry by Nike, Puma, and On Running. Finally, while global athlete sponsorship portfolios drive initial brand awareness, their high acquisition costs and non-exclusive nature yield only temporary competitive advantages.
Additionally, the SBU's established UK distribution infrastructure and retail partnerships represent valuable operational assets. However, because these wholesale channels are accessible to competitor brands, they function as threshold capabilities rather than sources of differentiation. To convert these threshold assets into competitive advantages, Adidas Performance must integrate them with proprietary digital app data, enabling hyper-personalized inventory stocking at key UK retail locations.









Table 2: VRIO analysis of Adidas Performance and Capabilities
	Resource / Core Capability
	Valuable?
	Rare?
	Inimitable?
	Organized?
	Competitive Implication

	Boost / Lightstrike Pro Cushioning IP
	Yes
	Yes
	Partially
	Yes
	Temporary / Sustained Advantage

	Continental Rubber Outsole Alliance
	Yes
	Yes
	Yes
	Yes
	Sustained Competitive Advantage

	UK DTC Mobile Digital Platform
	Yes
	No
	No
	Yes
	Competitive Parity

	Global Athlete Sponsorship Portfolios
	Yes
	Yes
	No
	Yes
	Temporary Competitive Advantage

	Primeknit Textile Manufacturing
	Yes
	No
	No
	Yes
	Competitive Parity




[bookmark: _Toc237404184]Analytical Outcome & Critical Evaluation of VRIO
The analytical outcome of the VRIO audit demonstrates that Adidas Performance possesses a robust threshold resource base, but its sustained competitive advantages are narrow. Only the Continental Rubber outsole partnership meets all four VRIO criteria fully within the UK context. Critically evaluating the VRIO framework highlights its inherently static nature: VRIO evaluates resource quality at a single point in time, failing to capture dynamic market velocity. For example, cushioning technology that generated sustained competitive rents five years ago has degraded to temporary parity due to rapid competitor R&D. Furthermore, VRIO tends to overemphasize internal asset ownership while underestimating the strategic value of external relational capabilities (such as community run-club networks). To maintain competitive superiority, Adidas Performance must deploy dynamic capabilities—continuously reconfiguring its resource base to prevent core competencies from degrading into core rigidities.
Critical appraisal of internal capabilities also reveals an organizational gap regarding agility. While Adidas AG possesses immense R&D resources in Germany, local UK managers often lack the operational autonomy required to rapidly customize product colorways or specs for regional UK events. This institutional entralization hinders the ‘Organizational Support’ dimension of VRIO. To fully exploit its valuable assets, Adidas UK must be granted greater operational autonomy to execute agile, localized marketing and inventory deployments.
Moreover, evaluating resource inimitability requires scrutinizing path dependency and causal ambiguity. Competitors struggle to replicate the Continental Rubber outsole alliance not merely because of legal contracts, but due to years of co-engineered polymer chemistry and joint biomechanical testing. This historical path dependency creates a structural barrier to imitation. However, where causal ambiguity is low—such as in digital mobile app features or lightweight textile weaves—competitors quickly achieve functional parity. Thus, Adidas UK must focus its capital allocation on deeply embedded, path-dependent technical partnerships.
[bookmark: _Toc237404185]Strategic Synthesis (SWOT Analysis & TOWS Matrix)
Synthesizing external environmental pressures with internal organizational capabilities generates the strategic SWOT Matrix. Critical strategic management theory emphasizes that a SWOT matrix must not exist as a mere static taxonomy; it must serve as an active cross-analytical instrument (TOWS) that pairs internal capabilities with external dynamics (Weihrich, 1982). Strengths, such as elite foam IP and established UK distribution scale, must be mobilized to capture emerging opportunities within community running cultures. Weaknesses, notably channel conflict caused by heavy reliance on wholesale price-discounters, leave Adidas Performance vulnerable to threats posed by agile direct-to-consumer specialists. The SBU’s strategic priority in the UK must focus on transitioning from defensive market preservation to proactive differentiation.
Table 3: SWOT analysis of Adidas Performance (UK)
	SWOT Dimension
	Internal & External Factors Identified
	Strategic Focus Areas

	Strengths (Internal)
	• Proprietary foam IP & Continental sole alliances
• Established UK distribution scale
• High brand awareness across demographics
	Mobilize technical superiority across UK running hubs.

	Weaknesses (Internal)
	• Wholesale channel friction & discounting
• Sluggish product development cycles vs. niche rivals
• Margin erosion in mid-tier retail nodes
	Streamline product design velocity & DTC shift.

	Opportunities (External)
	• Rapid expansion of social UK run clubs
• UK demand for winterized running gear
• Hyper-personalized DTC app loyalty programs
	Capitalize on grassroots active community trends.

	Threats (External)
	• Rapid market capture by On Running & HOKA
• UK consumer spending compression
• Post-Brexit logistics delays & compliance costs
	Protect premium margin positioning via differentiation.



[bookmark: _Toc237404186]Analytical Outcome & Critical Evaluation of SWOT/TOWS
The primary outcome of the SWOT/TOWS synthesis is a clear strategic imperative: Adidas Performance must execute an Strength-Opportunity (SO) strategy while aggressively mitigating Weakness-Threat (WT) vulnerabilities. Specifically, it must leverage its Continental sole IP and technical heritage to capture the growing UK run-club market (SO), while restructuring its wholesale distribution to prevent brand dilution in the face of aggressive challenger entrant growth (WT). Critical appraisal of SWOT analysis reveals its vulnerability to subjective managerial bias and list-building over-simplification. Without rigorous quantitative weighting, all listed factors appear deceptively equal in importance. To overcome this limitation, the SWOT synthesis was explicitly cross-validated against empirical industry registration data and PESTEL/VRIO findings, ensuring that strategic choices are grounded in objective environmental reality.
In addition, TOWS cross-analysis indicates that internal weaknesses currently amplify external threats. Specifically, sluggish product iteration cycles (Weakness) directly increase vulnerability to fast-moving challenger brands like On Running and HOKA (Threat). If Adidas Performance fails to accelerate its design-to-shelf lead time, rival brands will continue to capture early-adopter UK runners. Consequently, internal process re-engineering must be prioritized alongside external marketing initiatives.
Furthermore, executing an effective TOWS transformation requires addressable risk management. By matching internal Strengths directly to external Threats (ST Strategy), Adidas Performance can utilize its massive UK distribution scale and marketing budget to neutralize niche competitors. For instance, while On Running and HOKA excel in specialized run-shop channels, they lack the broad nationwide retail footprint of Adidas UK. By introducing exclusive technical running hubs within existing high-traffic UK retail flagships, Adidas Performance can reassert market dominance.



[bookmark: _Toc237404187]3. Corporate Social Responsibility & The Balanced Scorecard
[bookmark: _Toc237404188]Critical Evaluation of Corporate Social Responsibility (CSR)
Corporate Social Responsibility (CSR) within the Adidas Performance SBU is framed around the overarching corporate initiative to ‘End Plastic Waste.’ In the context of the UK market, this strategy relies heavily upon recycled material integration—specifically Primeblue, constructed in partnership with Parley for the Oceans—and circular footwear lifecycles such as the ‘Made to Be Remade’ platform (Adidas AG, 2024).
Critical discussion reveals both strategic alignment and operational friction between these environmental mandates and core commercial goals. On one hand, incorporating sustainable credentials reinforces brand equity among environmentally conscious British consumers and mitigates regulatory risk under strict UK CMA guidelines (Porter and Kramer, 2011). On the other hand, fully circular supply chains incur significant upfront R&D expenditure and elevated unit manufacturing costs. In an economic climate marked by price-sensitive UK consumers, passing these cost premiums onto the end buyer risks suppressing purchase volumes. To resolve these tensions, CSR initiatives must be evaluated not as cost centers, but as core strategic drivers integrated into operational performance frameworks.
Furthermore, a critical critique of current CSR execution highlights the risk of consumer cynicism. If circular footwear initiatives like ‘Made to Be Remade’ suffer from inconvenient return logistics in the UK, actual recycling rates remain negligible despite high marketing visibility. To achieve genuine Shared Value (Porter and Kramer, 2011), Adidas UK must streamline return infrastructure—utilizing local flagship stores and retail partners as convenient deposit nodes for end-of-life footwear.
Evaluating CSR through the lens of stakeholder theory emphasizes that corporate legitimacy in the UK market depends on balancing multi-stakeholder expectations. While shareholders demand gross margin expansion, UK regulatory bodies (CMA) and environmental NGOs demand full supply chain transparency. Failure to verify recycled textile origin risks severe reputational damage and legal penalties. Therefore, CSR investments must be embedded directly into primary value chain operations rather than treated as peripheral public relations campaigns.
[bookmark: _Toc237404189]Operationalizing Performance via the Balanced Scorecard
The Balanced Scorecard (Kaplan and Norton, 1992) provides a multi-dimensional framework to translate strategic mission into actionable operational metrics across four perspectives: Financial, Customer, Internal Business Processes, and Learning and Growth. Relying exclusively on financial metrics creates a lagging, retrospective view of performance, masking underlying operational deterioration. For the Adidas Performance SBU in the UK, non-financial leading indicators—such as mobile app active engagement and design cycle velocity—are critical to predicting long-term financial health.













Table 4: Balanced Scorecard for Adidas Performance (UK)
	Perspective
	Strategic Objective
	Key Performance Indicator (KPI)
	Target
	Strategic Initiative

	Financial
	Drive high-margin revenue expansion in UK
	• YoY UK Revenue Growth
• DTC Gross Margin %
	+8.5% YoY
>56.0% Margin
	Shift inventory to DTC channels; restrict wholesale discounting.

	Customer
	Deepen brand advocacy in UK run communities
	• UK Running Net Promoter Score
• Active App Monthly Users (MAU)
	NPS > 68
+18.0% MAU
	Launch localized UK run-club loyalty perks & app event sign-ups.

	Internal Processes
	Accelerate product velocity & sustainability
	• Design-to-Market Lead Time
• Recycled Material Mix %
	<8 Months
>92.0% Mix
	Deploy 3D digital prototyping & local UK logistics automation.

	Learning & Growth
	Foster biomechanical research & digital capability
	• R&D Spend on Material Science
• Digital Engineering Retention
	6.5% Revenue
>91.0% Retention
	Sponsor research partnerships with UK sports science universities.





[bookmark: _Toc237404190]Analytical Outcome & Critical Evaluation of Balanced Scorecard
The analytical outcome of the Balanced Scorecard implementation is the creation of a balanced, cause-and-effect performance measurement architecture that aligns daily operational activities with top-level corporate strategy. By establishing explicit targets across non-financial perspectives, management can track leading indicators of strategic success. Critically evaluating Kaplan and Norton’s framework, however, reveals potential operational pitfalls. The Balanced Scorecard assumes a linear causal chain—that investments in Learning and Growth automatically improve Internal Processes, which in turn drive Customer satisfaction and Financial returns. In practice, organizational trade-offs are non-linear; for example, aggressively shortening design-to-market lead times (Internal Processes) can compromise rigorous biomechanical testing (Learning and Growth). Furthermore, over-saturating managers with metrics can lead to cognitive overload and gaming of target benchmarks. Therefore, execution must focus strictly on the vital few KPIs defined in Table 4.
To ensure operational effectiveness, the Balanced Scorecard must be reviewed dynamically on a quarterly basis by the Board. If leading indicators in the Customer perspective (e.g., active app users) deteriorate despite positive lagging financial returns, management is alerted early to underlying brand erosion, allowing for corrective strategic interventions before financial performance drops.
Moreover, aligning employee incentive structures with Balanced Scorecard targets is essential for successful strategy execution. Historically, UK sales teams were compensated primarily on wholesale volume metrics, incentivizing bulk sales to discounters. Re-aligning bonus structures to reward DTC margin contributions and customer retention metrics (Customer perspective) directly supports the SBU's strategic repositioning.



[bookmark: _Toc237404191]4. Strategic Choices, Implementation & SAFe Validation
[bookmark: _Toc237404192]Business-Level Competitive Strategy (Porter's Generic Strategies)
At the business level, competitive strategy dictates how an SBU positions itself relative to industry rivals. Applying Porter's Generic Strategies (1985), Adidas Performance operates under a strategy of Broad Differentiation. The SBU does not compete as a low-cost manufacturer; cost-leadership strategies are fundamentally incompatible with high R&D overheads and expensive technical material sourcing. Instead, Adidas Performance seeks to command price premiums by delivering superior technical cushioning, brand prestige, and specialized product engineering.
However, maintaining broad differentiation in the UK performance market has become increasingly challenging. Challenger brands have effectively deployed Focused Differentiation strategies, capturing affluent sub-segments by catering exclusively to niche running demographics (Johnson et al., 2023). To counter this strategic squeeze, Adidas Performance must refine its differentiation strategy by deepening its technological leadership and localized customer engagement.
A critical danger for Adidas Performance is falling into Porter's 'stuck-in-the-middle' trap. Heavy discounting by wholesale partners like Sports Direct pulls the brand toward cost-based price competition, eroding its premium differentiation without achieving the ultra-low cost structure of budget apparel manufacturers. To preserve its premium margin structure, Adidas UK must establish strict MAP (Minimum Advertised Price) policies and restrict technical footwear lines exclusively to premium distribution channels.
[bookmark: _Toc237404193]Growth Vectors (Ansoff's Growth Matrix)
Validating strategic options via Ansoff’s Growth Matrix indicates that the most viable pathway for the UK market is a combined strategy of Market Penetration and Product Development. Market Development into new geographical territories is inapplicable given the mature, nationwide footprint of Adidas UK. Unrelated Diversification introduces unacceptably high operational risk. By aggressively developing climate-adapted product lines (e.g., winterized, water-resistant running footwear utilizing Continental grip) and penetrating grassroots UK running communities through digital app integration, Adidas Performance can defend its core market share.
Evaluating Product Development under Ansoff's framework requires isolating regional design parameters. The UK market experiences prolonged wet and overcast weather conditions throughout autumn and winter. Developing specialized 'All-Weather' technical running lines featuring waterproof GORE-TEX uppers and Continental high-traction outsoles represents a market-specific product development vector that directly leverages existing R&D strengths to fulfill unsatisfied British runner needs.
[bookmark: _Toc237404194]Evaluation of Recommended Strategy (SAFe Framework)
The suitability, feasibility, and acceptability of this strategic choice are evaluated using the SAFe Framework (Johnson et al., 2023):
• Suitability: The strategy directly addresses the external threats identified in the PESTEL and SWOT analyses. Developing weatherproof performance gear specifically targets the UK's regional climate, while grassroots digital engagement counters the community-focused tactics of niche rivals.
• Feasibility: The strategy is backed by internal corporate resources. Adidas AG possesses substantial R&D infrastructure and established UK logistics channels, ensuring that product iterations can be scaled efficiently.
• Acceptability: Shifted resource allocation toward direct-to-consumer digital ecosystems generates higher gross margins (>56%), satisfying shareholder demands for enhanced Return on Capital Employed (ROCE) while reducing reliance on heavily discounted wholesale channels.




[bookmark: _Toc237404195]Analytical Outcome & Critical Evaluation of Strategic Choice & SAFe
The strategic outcome of this evaluation is a robust, validated growth roadmap that optimizes competitive positioning in the UK market. Combining Market Penetration with climate-adapted Product Development allows Adidas Performance to protect its core volume while elevating premium margin capture. Critically evaluating the SAFe framework highlights its utility as a holistic hurdle test for strategic options. However, SAFe evaluation inherently relies on qualitative managerial judgments regarding feasibility and acceptability parameters. To mitigate subjectivity, acceptability projections were grounded in discounted cash flow (DCF) modeling of DTC gross margin expansion, while feasibility was cross-checked against existing UK supply chain bandwidth. The analysis demonstrates that the recommended strategy successfully clears all SAFe hurdles.
Furthermore, risk analysis under the Acceptability criterion indicates that channel conflict represents the single largest operational threat. If major wholesale partners retaliate against DTC expansion by reducing shelf space for Adidas products, short-term wholesale revenue could dip. To manage this risk, Adidas UK must offer wholesale partners exclusive colorways and co-branded regional marketing budgets, ensuring mutual profitability.
In evaluating Feasibility using the '8 Ms' framework (Money, Machinery, Manpower, Management, Markets, Materials, Make-up, Methods), capital availability and technical machinery are fully sufficient. However, 'Manpower' and 'Make-up' (organisational structure) require structural alignment. Local UK marketing teams must be upskilled in digital community management and agile data analytics to effectively execute localized app-based engagement.



[bookmark: _Toc237404196]Implementation Challenges and Mitigation Strategies
Despite its strong strategic alignment, executing this strategy involves clear operational risks. Key implementation challenges, along with proposed mitigation strategies, are structured in the table below:
Table 5: Implementation challenges and Mitigation strategies
	Implementation Challenge
	Operational Root Cause
	Strategic Mitigation Strategy

	Retail Channel Conflict
	Wholesale distributors (e.g. JD Sports) resist DTC channel expansion.
	Implement strict product line segmentation; reserve exclusive flagship colorways for wholesale partners while keeping core technical innovations on DTC apps.

	Post-Brexit Import Friction
	Customs administrative checks delay seasonal product launches in the UK.
	Establish localized UK bonded warehouse buffer stocks and transition high-turnover apparel lines toward nearshored European manufacturing nodes.

	Customer Acquisition Costs
	Escalating digital advertising costs suppress digital DTC profit margins.
	Shift marketing budgets from broad paid search ads toward organic community run-club sponsorship and localized event activation.



[bookmark: _Toc237398114][bookmark: _Toc237404197]SECTION 2: CRITICAL REFLECTIVE ACCOUNT
[bookmark: _Toc237404198]Applying Gibbs’ Reflective Cycle (1988)
Writing this strategic evaluation required a continuous transition between high-level management theory and localized operational analysis. To critically evaluate my personal learning process, research methodology, and analytical development, I apply Gibbs’ Reflective Cycle (1988). This reflective framework structures self-appraisal across six sequential stages: Description, Feelings, Evaluation, Analysis, Conclusion, and Action Plan.
[bookmark: _Toc237404199]1. Description
My task was to act as an external strategic management consultant tasked with producing a comprehensive assessment for the Board of Directors of Adidas AG. The core mandate required evaluating the strategic positioning of the Adidas Performance SBU within the specific geographic boundaries of the United Kingdom. I conducted a detailed multi-framework analysis—incorporating PESTEL, VRIO, SWOT, the Balanced Scorecard, Porter’s Generic Strategies, Ansoff’s Matrix, and the SAFe framework—to produce actionable strategic recommendations supported by academic literature.
[bookmark: _Toc237404200]2. Feelings
At the beginning of the research process, I experienced significant anxiety regarding the vast scope of Adidas AG's global operations. Isolating a single SBU (Performance) within a single national market (the UK) initially felt unnaturally restrictive. I worried that limiting the geographic scope would reduce the richness of the analysis. However, as I gathered localized data concerning UK retail distribution dynamics, post-Brexit trade complexities, and the rapid rise of challenger brands like On Running and HOKA, my perspective shifted. I felt increasingly confident as the value of focused, disaggregated analytical boundaries became clear.


[bookmark: _Toc237404201]3. Evaluation
Reflecting on the research process reveals clear strengths alongside areas for methodology improvement. Maintaining a strict analytical focus on Adidas Performance—while excluding Adidas Originals—prevented thematic confusion between lifestyle fashion and technical sport engineering. Furthermore, synthesizing environmental tools (PESTEL) directly into internal evaluation models (VRIO and SWOT) ensured that strategic recommendations were logically grounded rather than impressionistic. Conversely, extracting UK-specific financial metrics from Adidas AG’s consolidated global annual reports required sophisticated estimation based on regional Western European segment disclosures.
[bookmark: _Toc237404202]4. Analysis
This reflective process highlighted the fundamental difference between descriptive writing and critical academic analysis. In early drafts, I tended to accept corporate mission statements at face value. Applying critical management theory forced me to challenge corporate rhetoric (Grant, 2021). For example, while Adidas publicly champions its 'End Plastic Waste' sustainability mandate, critical analysis revealed operational tensions between the high cost of circular material manufacturing and the price sensitivity of UK consumers during periods of economic inflation. Furthermore, constructing the Balanced Scorecard demonstrated that traditional financial metrics are lagging indicators. Sustainable competitive advantage in mature consumer markets depends on leading indicators within internal business processes and learning perspectives—specifically R&D design velocity and digital customer retention (Kaplan and Norton, 1992).
Additionally, this self-appraisal revealed that effective strategic consultancy requires managing trade-offs between theoretical completeness and actionable brevity. Early framework drafts were overly descriptive, listing broad market observations without linking them directly to strategic choices. By adopting the PEEL (Point, Evidence, Explanation, Link) paragraph structure, I learned to rigorously connect every analytical finding to explicit competitive implications for the Board of Directors.


[bookmark: _Toc237404203]5. Conclusion
In conclusion, the assessment successfully bridged academic strategic management theory with practical business decision-making. The experience proved that theoretical frameworks are not rigid academic exercises; they are vital analytical tools for structuring complex, unstructured business environments. Had I repeated this project from the beginning, I would have incorporated primary empirical sentiment data from UK running communities to further validate the customer perspective of the Balanced Scorecard.
[bookmark: _Toc237404204]6. Action Plan
To improve my future professional and academic strategic evaluations, I will execute the following developmental steps:
• Advanced Financial Disaggregation: Develop enhanced quantitative skills to extrapolate localized market performance from consolidated multinational annual report filings.
• Iterative Framework Mapping: Outline strategic recommendations concurrently with environmental audits to ensure every analytical tool directly informs final strategic choices.
• Refined Critical Syntheses: Prioritize critical academic debate over descriptive corporate summaries in all future strategic consulting deliverables.
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