                              LCBB4007 Introduction to Business



Student Name: Raluca Serban 
Student id:2213917
Module Name: Business  Management 
Module Leader: Zahida Khan
Word Count: 982
      

                            A strategic analysis of  Adidas AG


[bookmark: _Toc158492728]Introduction: 
Adidas AG is a German sportswear and footwear company with its main office located in Herzogenaurach, Bavaria (Sicoli, Bronzetti and Baldini, 2019). After Nike, it is the second-biggest sportswear manufacturer worldwide and the biggest in Europe. On August 18, 1949, Adi Dassler founded Adidas with the goal of improving athlete performance. Seventy years later, Adidas continues to influence not just athletes and sports but also fashion, music, culture, sustainability, and other areas. The 1950s also saw the creation of the first soccer boot with a nylon sole, which immediately improved fit and feel, and a sprint shoe that holds the world record (adidas, 2019). The All-round fitness and basketball shoe, which would go on to become a cultural icon in the 1980s, were among the innovations that this decade laid the foundation for later on. Adidas was only getting started during these revolutionary years, which saw a change in the apparel that athletes wore to compete at the highest levels. As per the latest  report, Adidas has a market share of approximately 14.7% with a total brand value of around 16.5 billion USD  (gitnux.org, 2023).
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 An industry or business can be adversely affected by external macro-environmental factors, which can be examined using a strategic management methodology called PESTEL analysis (The Strategy Story, 2023). The PESTEL analysis of Adidas is given below- 
Adidas's top political concerns are the unstable trade regulations and political upheaval in numerous nations. Adidas must address these problems if it hopes to maintain both its financial and international performance. Given the global reach of its products, Adidas must navigate a multitude of regulatory and tax frameworks. In order to save manufacturing expenses, the corporation outsources the development of its products to developing nations. Adidas may face significant obstacles as a result of the import and export restrictions on tariffs implemented by the Trump administration because Germany is a significant exporter. Economic variables such as inflation, taxation, wage rates, unemployment, and interest rates have an impact on the company's profitability ratio  (Zigu, 2019). Customers of the brand, who typically lead particular lifestyles, are motivated by their product preferences.  Social elements including culture, religion, and lifestyle have an impact on a brand's performance  (Zigu, 2019). They have an impact on the company's market image, which also has an impact on client loyalty. The primary target market for Adidas is made up of people who enjoy sports and are health-conscious. Technology must be integrated into a company's operations, including its management, financial, and process systems, as well as the product itself, for it to work efficiently. Adidas's products must withstand a range of testing environments in order for end users—coaches and professionals—to maximize their performance. The company uses material replacements to provide athletes with long-lasting answers to their concerns. Legal Factors: Adidas is the proprietor of IP networks and intellectual property. Their design patents protect the business from any infringements. The patents provide the company with legal protection against counterfeit enterprises, which are especially prevalent in the sportswear sector. Environmental Factors of Adidas- Adidas asserts that none of its production facilities or companies generate any goods that are prohibited. This aids in the business's reduction of emissions of compounds and volatiles. By 2020, the company wants to reach its green company targets. 

SWOT analysis highlights the main issues that the business plans to resolve in order to function better. Becoming the global champion in its field is the organization's aim. Adidas' SWOT analysis difficulties must be taken consideration in its strategic planning process in order to accomplish this goal.  
Strengths of Adidas can be described as follows- Adidas is one of the most popular sports brand with a brand value of around 16.5 billion USD. It has nurtured a prestigious legacy in different aspects of the society around the world. In addition, it has prioritized product quality and innovations to distinguish themselves from its competitors. Although the Adidas name is limited to the athletic industry, the company offers a wide range of goods. Sone of the Weaknesses of the business  Adidas outsources the majority of its products to independent or third-party producers, mostly in Vietnam, Cambodia, and China (Edrawsoft, 2023). The brand is currently running the risk of being overly reliant on foreign suppliers as a result. Because it sells its products at an expensive or high price, low-income clients are neglected. Adidas's operating expenditures have increased in line with the rising cost of labor and raw materials. Opportunities for Adidas are as -E-commerce sites and online shopping have seen a sharp rise in user numbers in recent years. Adidas's distribution network now includes Instagram's checkout feature, which has led to a 40 percent increase in online income in that initial quarter of 2019. New synthetic materials that are superior to and more efficient than traditional materials have been made possible by technological advancements. The demand for luxury goods in developing nations has increased due to improved economic conditions and rising purchasing power. Threats of Adidas can be described as follows- The main obstacle that Adidas must overcome is the increased competition brought about by technology advancements and globalization, which have made it easier for small and medium-sized enterprises to enter the market. Adidas faced the risk of copying after losing the European Union's National Court's 2019 trademark case involving the tri-strip logo (Edrawsoft, 2023).
[bookmark: _Toc158492736]Conclusion: 
So far, we have conducted a background analysis of Adidas which  is the second-biggest sportswear manufacturer worldwide and the biggest In Europe after Nike. From the SWOT Analysis, we found that the brand must enhance its R&D and localize its production to remain competitive. Apart from enhancing client interaction, the organization must prioritize cost containment. In contrast, we recommend that Adidas needs to keep a careful eye on the outside world, foresee new trends and obstacles, and proactively modify its strategies in order to continue being successful from conducting its PESTLE analysis.

Reference:
Adidas (2019). Adidas History: 1949 to Now. [online] adidas UK. Available at: https://www.adidas.co.uk/blog/392942-adidas-history-1949-to-now.
Edrawsoft. (2023). An In-Depth SWOT Analysis of Adidas | EdrawMax. [online] Available at: https://www.edrawmax.com/article/swot-analysis-of-adidas.html.
Gitnux.org. (2023). Nike vs Adidas Statistics [Latest Report] • Gitnux. [online] Available at: https://gitnux.org/nike-vs-adidas-statistics/#:~:text=Highlights%3A%20The%20Most%20Important%20Adidas%20Statistics&text=Nike.
Sicoli, G., Bronzetti, G. and Baldini, M. (2019). The Importance of Sustainability in the Fashion Sector: ADIDAS Case Study. International Business Research, [online] 12(6), p.41. doi:https://doi.org/10.5539/ibr.v12n6p41.
The Strategy Story. (2023). Adidas PESTEL Analysis. [online] Available at: https://thestrategystory.com/blog/adidas-pestel-analysis/.
Zigu (2019). Adidas PESTLE Analysis | MBA Skool-Study.Learn.Share. [online] MBA Skool-Study.Learn.Share. Available at: https://www.mbaskool.com/pestle-analysis/companies/17968-adidas.html.

