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1. Introduction
In almost all the industries there are leading organizations with customers who have trust in their products. The main aim of this report is to analyses the internal and external environmental drivers  which includes the Macro environmental factors, Porter’s Five Forces model, SWOT analysis as well as the Marketing Mix Strategy that impacts the German company, Adidas group which is the leading  company in Europe and world number two company in the sports and accessory industry.
2. Background information of Adidas
Adidas is a company based in Germany which designs and produces shoes, clothing and accessories. Its headquarters is in Herzogenaurach, Germany. It was founded by Adolf Adi Dassler who was joined by his brother Rudolf in 1924. At that time the company was known as Dassler Brothers Shoe Factory. In 1947, the two brothers separated, and the company formally registered as Adidas AG from Adi Dassler in 1949. Adidas is the largest sportswear manufacturer in Europe, and the second largest in the world, after Nike, with business locations around the world in places like Hong Kong, Toronto, Taiwan, England, Japan, Australia, and Spain.
Adidas’s mission statement is “The Adidas Group strives to be the global leader in the sporting goods industry with brands built on a passion for sports and a sporting lifestyle. We are committed to continuously strengthening our brands and products to improve our competitive position.” 
Adidas’s vision statement is “to be the design leaders with a focus on getting the best out of the athletes with performance guaranteed products in the sports market globally.”
                                  
                                       Adolf Adi Dassler. Founder of Adidas 
3. The macro environment 
The macro environment is made up of external environmental factors which are not managed by organizations. This mainly includes demographic, economic, cultural, technological, legal or political factors and can create both opportunities and threat for organisations. 
                      [image: ]
                                             Micro and Macro environment.
3.1 Social/Cultural forces
Adidas target age group is the middle age high income earners and with the UK’s economy is quickly transforming, tend to influence what consumers anticipate and demand from companies. The changing environment have little effect on the company. People in the UK are sports lovers with high purchasing power and consider sports part of their lifestyle and Adidas provides the quality they need.
3.2 Political / Legal forces
Brexit have a likely effect on the UK labour market and the labour force as immigrants contribute positively to in terms of the supply of labour. Limited immigration leads to a fall in the labour force which cause a negative impact on job creation. This is unfavourable for Adidas because in it will be difficult for them to get workers easily. Increased cost of imports will lead to inflation in the prices which is not favourable for Adidas because trade restrictions will now be implemented which Adidas will have to pass it on to consumers in the form of high prices. Because the sterling kept fluctuating, Adidas can increase prices by making some items more expensive.
Adidas possesses intellectual properties and IP systems patents protecting their right against duplicates and violators. celebrity endorsement is a part of Adidas marketing strategy and  they abide to full compliance with national and local laws.
3.3 Technological forces
Adidas make use of different conditions when testing their products. This is since they are serving the athletes and sports lovers as such, their objective is to boost the performance of athletes and sport lovers using natural materials for production. Adidas make use of online sales through their website mobile app and with social media.
3.4 Environmental
Adidas comply with ethical policies in the UK to reduce the environmental consequences by observing and eliminating hazardous substances and making use of natural materials in their products. 
4. Porter’s Five Forces Model
The Porter’s five forces is a widely used theory in business referring to five significant forces that drive an industry’s competitive position in an industry. This helps to provide an explanation for why some companies can sustain distinctive proportions of profitability (Porter, 1980)
                    [image: ]
                                                           The porters Five Forces model
4.1 Industry rivalry
The extent of competitiveness in the domain sports and accessory is relatively high. Adidas Group faces intense rivalry from other brands like Nike, Puma and Under Armour and other companies like New Balance with a broad product variety. Through heavy investment in research and development (€152 million in 2019) advancement in marketing and advertising strategies through increase in cost and product line expansion, Adidas has been able to stay as the second largest brand of shoes and sportwear in the market.
4.2 Bargaining power of buyers
The bargaining power of buyers is low to moderate for Adidas due to the existence of remarkable competition from companies as Nike and Puma. Moreover, end users constantly consider standardised products and those with little knowledge about the product, the brand makes the decision for them.
4.3 Bargaining power of suppliers
The power of supplier for Adidas is low irrespective of their importance. This is since the industry is mostly fragmented into a few smaller suppliers, making easier for the company to easily divert to other suppliers. Adidas has a wide supply chain which is spread across the and this makes it difficult for a single supplier to influence Adidas. Adidas is working with more than 700 independent factories in over 50 different countries with most of its production subcontracts. This gives Adidas the power to set rules which the suppliers need to follow which gives Adidas control over its suppliers.
4.4 Threat of substitute
The threat of substitute for Adidas brand is low since the main alternative for consumers comes from non-premium sportwear. There exist other competitors who offer brands under a wide range of prices of which they only serve to needs of the extravagant customer meanwhile the local competitors produce alternatives at lesser prices. The threat from the substitute products comes from the switch preference from active wear to casual apparel like t-shirts or sweatpants which is one of the strengths of Adidas position in the market. To lessen the threat even more, Adidas is focusing on marketing in the metropolitan markets which is where a greater proportion of its customers are based.
4.5 Threat of entry
Threat of entry is low to moderate as a result of barriers to entry. It possible for a company to penetrate the industry with a small capital and on a small size but it is not easy to grow a brand the size of Adidas which needs huge investments. This is evident from the scale of its production and supply chain. As a result, it is difficult for new competitors to invest heavily in research and development and in advertisement.
Advantage of the theory
The main advantage of this theory is that company’s lookout for competitors. A company in an industry with low completion for instance can mean give them pricing power and in turn high profits. That is, the pricing power of the company is inversely proportional to the competition present in the industry higher the competition the lower the pricing power.
Disadvantage of the theory
A limitation to this theory is that it cannot be universally applied to all industries. 
5.0 SWOT analysis 
5.1 Strengths 
Strong Financial Position
 Finance is a factor for any company in other to protect its market share, long-term profitability and sustainability. Adidas Group is one those companies worldwide. With its financially stability, Adidas can resist other global competitors such as Nike and Puma.
Adidas’s currency-neutral revenue increased by 8% to EUR 21.9 billion in 2018, and net income increased by 20% to EUR 1.7 billion. 2019 saw a further increase in currency neutral revenue of 6% to € 23.640 billion and an increase in net income of 12% to € 1.918 billion.
productive Marketing Strategy
 Adidas’s effective marketing strategy originates from a perfect blend of promotion, advertisements, and use of digital technology.
 sponsoring International world events and renowned athletes like David Beckham, Lionel Messi, Sachin Tendulkar, Andy Murray is an opportunity for Adidas to directly advertise its products to sports lovers and fanatics and strengthens brand desire worldwide. For instance, the marketing campaign for the 2012 London Olympic Games and UEFA Euro 2012. Sales rose 13%. (Forbes 2020)
Adidas also uses celebrity endorsement through artist like Beyoncé and Kenye West to maintain intensify its identification as youthful brand.
Brand image and value
In terms of brands, Adidas is one of the most valuable brands in sports and according to Forbes, it is ranked number 3 with a brand value of $6.8 billion with Nike and ESPN holding the first and second positions respectively. The company has been able to grow a powerful and reputable legacy throughout its extensive history by influencing and modelling many aspects of society worldwide.
 Products Innovation
[bookmark: _Hlk38836155] Adidas has laid much emphases on the quality of its products above everything else from when it was established. In 2018, Adidas invested € 153 million in R&D which fell to € 152 million in 2019. Adidas has been able to grow a wide customer base and keep up with the demand level in the market due to High-quality, innovative new and stylish products. 
5.2 Weaknesses
High priced Products:
Adidas products are relatively expensive and tend to detach the low-income consumers who can barely afford brand with such high-priced goods. Their focus is on the middle- and upper-income class of customers from which a bulk of their income is derived. This makes it difficult for middle-class consumers in underdeveloped regions to buy their products. 
5.3 Opportunities 
Global Expansion
In china already, Adidas has around 12, 000 stores with plans to open 1000 more new stores. There are new markets in other parts of the world such as Africa, South America and Asia that are fast expanding and offer Adidas profitable opportunities for growth (Chinadaily, 2019).
Adidas trainers are generally incorporated from more than 12 distinct materials and approximately 300 million pairs of running shoes are thrown away every year in the UK alone. Adidas is modifying its factories to fabricate running shoes from completely the same material which can be melted and recycled when the shoe is worn out. This idea is known as FutureCraft.Loop. and will also enable them to keep away from long term surplus waste.


Product diversification
Adidas can outpace the like of Nike and Puma by diversifying its product line and add other products like tennis rackets, golf clubs, hockey sticks to its already existing products.
E-commerce
The amount of people who use e-commerce sites and online shops to by their products has seen notable increase and while Adidas uses the Instagram’s checkout feature in its distribution, it recorded a 40% increase in Quarter 1 of 2019 in online sales and this can also be achieve in the use other sites like Facebook and Snapchat.
5.4 Threats 
Imitation Products
According to Kasper Rorsted CEO of Adidas, about 10% of its products in Asia could be imitation. The amount and standards of counterfeit products for premium shoe brands have witness a notable increase lately, and this is a threat to shoe-manufacturing industry as well as products in stores and online. Fake products continue to exist in line with the Adidas brand and is a major issue for the company (Amaro, 2018).
Fake products target lower and middle-class customers which in turn reduces Adidas market share in underdeveloped and developing countries.
Competition
As a result of globalization and technological advancements, Adidas is now faced with growing rivalry which has enabled small and medium companies’ entry and penetration into the industry. With this, Adidas not only compete against leading competitors like Nike, Under Armour, Puma but also try repelling new entrants and penetrators. Adidas faces increasing threat from major competitors like Nike who are also advancing in technology.
6. Segmentation, Targeting and Positioning
6.1 Segmentation 
[bookmark: _GoBack]Adidas mainly focuses on demographic and psychographic segmentation.
 Demographic Segmentation
Adidas divides its market based on consumer’s gender, age, income, socio-economic status.
 Psychographic Segmentation
Adidas uses psychographic as part of their market segmentation. Through this, Adidas divides its market with focus on lifestyle of consumers, consumer activities and social class because they have similar buying characteristics and the kind of goods they buy is influenced by their lifestyle.
Adidas segmented markets is made up of athletes, sports fanatics and other brand lover consumers between 14 – 40 who are from the upper-middle-class to wealthy consumers with focus on the 15 to 30-year-old age groups whom are the most significant consumer group worldwide. 
6.2 Targeting
In terms of targeting, the Adidas brand is using differentiated marketing whereby it produces different products for its different target markets and can target a range of segments due to their extensive resources and perception of their target markets. Their products are diverse and aimed to reach distinct market segments. 
6.3 Positioning
In terms of positioning, Adidas is involved with the user positioning. They use world class athletes like David Beckham, Lionel Messi, Sachin Tendulkar, Andy Murray and celebrities such as Beyoncé and Pharrell Williams to promote their products and create the brand image in the minds of consumers.
Adidas sponsor lots of major sporting events, athletes and clubs which the company uses to advertise it product to sports and brand lovers worldwide.
7. The Marketing Mix Strategy 
                                                      [image: ]
                                                     Figure 7: The 4ps of the marketing mix
Product
Sports shoes and apparel for basketball, football, golf, outdoor, running, tennis and training. Men’s shoes and clothing, Kid’s shoes and clothing, Women’s shoes and clothing, Handbags and other accessories for men and women.
Brands
Adidas Originals, Neo, Stella McCartney, All Porsche Design Sport, Reebok, Taylor made Adidas Golf.
Adidas products ranging from casual wears sportswear including jerseys for different football clubs and counties, shoes for example adidas yeezy boost 350 v2 an exclusive line of sneakers, and other apparel and accessories like balls, waist bags, caps watches. 
[image: ] [image: adidas Originals | Essential Cross Body Bag | Van Mildert] [image: Top 10 Nike competitors - Competitor analysis of Nike] [image: adidas Golf Men's Webbing Belt, One Size, Collegiate Navy: Amazon ...]

Price
Adidas is famous for its stylish and quality products and targets the Upper Middle class and the wealthy consumers. The pricing strategy used Adidas is the competitive and price skimming strategy. 
The competitive price strategy is used when normal products come to the market which help to keep them in line with competitors. While price skimming is used new high-quality products with unique technology advancement and design is introduced in the market.
Place
Adidas has more than 2800 own retail stores and more than 12000 mono-branded franchise stores, and with over 12000 wholesale and 50 own ecommerce sites. 

Promotion
For promotion, Adidas uses both offline and online methods to promote its products.
Online promotions include the use of Facebook, twitter, YouTube and Instagram to give product updates and latest product launch. 
Offline Channels: Adidas uses Television ads, Events sponsorships, OOH promotion to its best to reach out to customers. The brand also has tie-ups with leading sports personalities to promote their products.
Recommendation
Product Development
With its wide range of technological advancement, Adidas is well placed to develop new products in its already existing markets which will suit the needs of different target groups. The company can increase sales by introducing new products to its existing market.
Market Development
 Adidas should identify the markets where it can expand with less effort in terms of finance.  In this attempt Adidas has lot of opportunities to expand to new markets especially the Indian market, Middle East, African markets and few other countries where the products are not available.  As the brand is being promoted by various sports personalities in few countries, it should think of identifying sportsmen in different countries and see to it that the brand is being promoted by that particular sportsman.
Conclusion
Adidas is a global multi-national company which aim to become the number one global sports brand. To achieve this, it needs to constantly check its environment with the aid of the porter’s five forces model, technological advancement and a mix of promotional strategies so as to be able to fend of completion from other brands.



References
adidas - History. Available: /en/group/history/ [Apr 23, 2020].
adidas Annual Report 2019 - Home. Available: https://report.adidas-group.com/2019/en/ [Apr 23, 2020].
adidas History: 1949 to Now. Available: https://www.adidas.co.uk/blog/392942-adidas-history-1949-to-now [Apr 23, 2020].
AMARO, S., 2018-05-03T09:53:33+0000, 2018-05-03T09:53:33+0000-last update, 10% of Adidas products in Asia are fakes, CEO says. Available: https://www.cnbc.com/2018/05/03/10-percent-of-adidas-products-in-asia-are-fakes-ceo-says.html [Apr 27, 2020].
LANCASTER, G., 2005. Management of marketing. Oxford; Burlington, MA: Oxford; Burlington, MA : Elsevier/Butterworth-Heinemann.
PORTER, M.E., 1980. Competitive strategy : techniques for analyzing industries and competitors. New York: New York : Free Press.
SAMMUT‐BONNICI, T., 2015. Macroenvironment. Wiley Encyclopedia of Management. American Cancer Society, pp. 1-1.
Lancaster, G. & Reynolds, P., 2005. Management of marketing, Oxford ; Burlington, MA: Elsevier/Butterworth-Heinemann.
https://www.forbes.com/pictures/mlm45eflmk/3-adidas-2/#7404d7b69c88
https://report.adidas-group.com/2019/en/servicepages/downloads/files/adidas_annual_report_2019.pdf
http://www.chinadaily.com.cn/a/201905/21/WS5ce359e8a3104842260bcd7a.html
https://www.gqmiddleeast.com/style/a-new-adidas-shoe-uses-just-one-material-and-is-fully-recyclable
https://www.cnbc.com/2018/05/03/10-percent-of-adidas-products-in-asia-are-fakes-ceo-says.html
https://www.studocu.com/en-gb/document/university-of-leeds/strategic-management/other/chapter-2-macro-environment/4454371/view


image6.jpeg




image7.jpeg




image1.png




image2.png
Bargaining power

of suppliers





image3.png
product

the
marketing
mix

promotion place




image4.jpeg




image5.jpeg
“‘

adidas





