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[bookmark: _Toc530658689]Executive Summary
This report identifies Adidas’ competitive strategy which has helped them achieve their competitive position. The effectiveness of this strategy has been analysed in terms of its ability to overcome contemporary strategic management issues. Bowman’s strategy clock has been used to identify Adidas’ position along with a Porter’s 5 Forces analysis. A PESTEL analysis identifies external influences from the macro-environment. The advantages and limitations have been discussed, with appropriate recommendations made to help Adidas move forward. 
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1.0 [bookmark: _Toc530658690]Introduction
1.1 [bookmark: _Toc530658691]Company Background
Adidas has become a global multifaceted company, from roots that were developed in Germany. Each year, the Adidas team of almost 57,000 employees, produce over 900 million sports and lifestyle products. Adidas classify their product portfolio into three categories, which is comprised of sports footwear, sports apparel and sports hardware, with products marketed under the Adidas and Reebok brands. The footwear category accounts for 58.6% of the company’s total revenue, which was reported to be 21,218 million euros for the financial year of 2017, with apparel accounting for 36.5% and hardware making up the remaining 4.9%. Adidas operates across Europe, the Americas, Africa, the Middle East and Asia-Pacific and utilizes retail stores, franchises, department stores and online retailers, to sell their products. The key motivational driver behind the business is that Adidas believe, “through sport, we have the power to change lives” (Adidas, 2018). 
1.2 [bookmark: _Toc530658692]Report Objectives 
It is the aim of this report to identify the competitive strategy utilized by Adidas, in order to develop their current competitive position. This competitive strategy will be critically evaluated in the context of contemporary strategic management issues, with the advantages and limitations being discussed. Appropriate recommendations will be made to help Adidas move forward, based on the findings of this report. 
1.3 [bookmark: _Toc530658693]Competitive Strategy
(Chandler, 1963) suggests that strategy is, “…the determination of the long-run goals and objectives of an enterprise and the adoption and the allocation of resources necessary for carrying out these goals”. This emphasises rational flow between determining objectives and the allocation of resources. (Porter, 1996) states that, “Competitive strategy is about being different. It means deliberately choosing a different set of activities to deliver a unique mix of value”. This definition focuses on competition and differentiation. (Drucker, 1994) describes strategy as, “a firm’s theory about how to gain competitive advantages”. This is similar to Porter’s theory as it suggests strategy is about attaining competitive advantage. Henry Mintzberg takes a different approach and defines strategy as, “a pattern in a stream of decisions” (Mintzberg, 2007). This is a more simplistic approach. 
A theorist that implies a more comprehensive approach to strategy to those previously mentioned is Gerry Johnson, where he suggests that, “Strategy is the long-term direction of an organisation” (Gerry Johnson, 2017). This is because ‘long-term direction’ offer advantages of combining both planned, logical strategy and more emergent patterns of strategy. This approach to strategic management also allows for strategies which incorporate difference and competition. Therefore, I consider this definition of strategic management to be the most accurate. 
It is clear that competitive strategy is concerned with seeking overall competitive advantage. Businesses utilize varied competitive strategies through strategic management to assist them in achieving competitive advantage over their competitors. The strategy a business chooses will depend on several factors with both the macroenvironment and microenvironment acting as influencers. There are various methods of strategic analysis which can help a business determine their position within the market along with the best strategy suited to them. A few methods to mention include;
· PEST/EL analysis
· SWOT analysis. 
· Porter’s 5 Forces. 
· Porter’s generic strategies
· Stakeholder analysis
· Bowman’s Strategy Clock 








2.0 [bookmark: _Toc530658694]Main Findings
2.1 [bookmark: _Toc530658695]Overview of Adidas’ strategy
Adidas’ mission is “to be the best sports company in the world” (Adidas, 2018). For Adidas to achieve their mission to become the best sports company in the world, they have set out a planned strategy which they refer to as ‘creating the new’. The three pillars of ‘creating the new’ include; speed, cities and open source, which determine how Adidas deliver, where Adidas deliver and how Adidas create. This strategy relies on high innovation. Adidas’ investment into research and development of 187 million euros, led to products launched during the year 2017, accounting for 79% of brand sales. Adidas have adopted a modern leadership style which they outline using 3 C’s, “confidence, creativity and collaboration” (Adidas, 2018). This approach is fundamental to the successful integration of strategies as it supports the business culture.
In 1996, Cliff Bowman developed the Strategy Clock, which suggests that there are 8 different business positions. The positions identified within the Strategy Clock are based on the principle that competitive advantage is achieved by providing customers with what they want or need. Bowman’s strategy clock is useful to, “analyse the competitive position of a company in comparison to the offerings of competitors” (Cliff Bowman, 1996). Therefore, this tool has been utilized to determine Adidas’ positioning against competitors. 
Through Adidas’ ‘creating the new’ strategy, they are following a bases which sets them in the middle of differentiation strategy and focused differentiation, with regards to Bowman’s Strategy Clock, as a method of competitive strategy. This is evident by Adidas providing products that offer benefits that differ from those offered by competitors, while it should be considered that high value is perceived and therefore premium prices may be achieved. The effectiveness of following this strategy is dependent upon Adidas’ ability to identify and understand strategic customer needs along with their ability to identify key competitors’ strategies such as Nike’s strategy. This strategy is also useful as, “it is focused on prices to customers rather than costs to the organisation: because prices are more visible than costs” (Gerry Johnson, 2017). This makes it easier to use in comparing customers.  
2.2 [bookmark: _Toc530658696]Adidas’ Strategy Analysis 
[bookmark: _Toc530658697]2.2.1 PESTEL Analysis 
A PESTEL analysis is a, “key tool for analysing the broad macro-environment of an organisation” (Gerry Johnson, 2017). A PESTEL analysis is an effective tool which has been applied in this report, as it underlines that the macro-environment not only includes market economics, but also nonmarket factors. These aspects must be considered when determining strategies. 
Political
Governments worldwide are becoming more active in holding businesses accountable for their business impacts, ethics and sustainability. Government regulations such as tax and trade laws impact businesses. Political uncertainty can greatly impact on consumer spending and therefore business sales. For example, Brexit caused sales to stay flat in Western Europe for Adidas. A launch of new products was less focused on in this region, due to the expected “lack in consumer confidence which is affecting spending” (Peng, 2018). 
Economic
The state of the economy directly impacts businesses. Adidas rely on high employment, leading to high consumer spending to see increases in sales and therefore profits. Since the recession just a few years ago, we have seen great economic growth and as a result, Adidas have experienced great increases in sales. However, as mentioned previously, Brexit impacted on sales in Western Europe. 
Social
Social and cultural factors are becoming a leading factor influencing businesses in the 21st century. Social and cultural trends vary across the world, meaning that business must adopt strategies which are specific to each of its markets. 
Technological
Technological advancements have become critical to business growth. It is for this reason that Adidas are investing in technology throughout the entirety of their business practices, utilizing digital technology throughout their supply chain and to enhance their marketing process. Adidas have placed vast amounts of importance on innovation, placing focus on research and development to achieve competitive advantage and lead the way in the industry. 
Environmental 
Businesses’ impacts on the environment have become a key issue in the modern day, with sustainability carrying a high value of importance in many businesses today. Governments have imposed strict environmental protection and sustainability regulations, however, it is consumers driving the change in business attitudes towards environmental issues and sustainability. This is because consumers have become more sustainably aware, with many opting to only purchase from sustainable businesses which act ethically and take responsibility for their environmental impacts and business ethics. Adidas has placed a great amount of focus on their environmental impacts as a result of this. “Following the entire lifecycle of sport, our most holistic approach to date supports us in creating responsibly across our entire supply chain, with tangible and measurable goals, and ensures that sport remains a source of happiness for all people” (Adidas, 2018). This is being achieved through strategic priorities which target issues regarding where sport is made, sold and played.
Legal
Legal compliance enforces pressure on businesses. Laws impacting on businesses include employment law, environmental law and product quality standards. Laws can vary from country to country, therefore, Adidas must ensure that they comply with the laws in each of the markets they do business in. Failure to comply will result in damaging losses for Adidas as heavy fines may be issued. 
A PESTEL analysis is an effective tool as it provides a framework which helps an organisation to reduce impacts of potential threats, through encouraging strategic thinking. This tool not only enables organisations to analyse the markets they are currently in but allows them to assess the implications of entering new markets. This analysis of the macro-environment Adidas operate within suggests that there are a several factors to be considered, however, for each of these factors, Adidas have in place effective strategies to manage the factors. However, for this method to be effective, organisations would need to conduct this analysis on a regular basis to gain up to date information regarding the market. Organisations must be careful when using a PESTEL analysis not to gather to much information as it is often based on assumptions which can lead to failure in meeting the objective of this tool, through the lack of actions taken to resolve the issues identified. 
[bookmark: _Toc530658698]2.2.2 Porter’s 5 Forces Analysis 
“Porter’s 5 Forces analysis identifies 5 forces” (Porter, 1998), which collectedly constitute an industry’s structure. This tool is effective as it “helps to analyse an industry and identify the attractiveness of it in terms of five competitive forces” (Gerry Johnson, 2017).  
Supplier Power
Adidas’ supply chain is large, multi-tiered and varied. It is for this reason that Adidas have a “detailed and systematic approach to managing the relationships with suppliers” (Adidas, 2018). Adidas have a multi-level monitoring and enforcement process in place with utilizes an innovative rating system which forms part of the assessment of their suppliers. Many of Adidas’ suppliers have worked with the company for more than 10 years. This represents Adidas’ strive for long term relationships. Adidas’ suppliers must adhere to the high standards of product quality and sustainability at all stages throughout the supply chain, if they wish to remain in business. The levels of monitoring throughout Adidas’ supply chain and the long-term relationships built, minimise supplier power. Therefore, it can be said that Adidas are currently experiencing low supplier power.  
Buyer Power
Consumers are becoming increasingly influential in business operations. The 21st century sees consumers having more options than ever before. Not only do consumers have more choice available to them, but they are also more informed regarding business processes. Sustainability is a key issue raising concern among consumers in 2018. It is for this reason Adidas have placed a great amount of focus on the sustainability of their business practice. Social media is increasingly being used as a platform for consumers to share their experience of a business. Negative experiences brought to light can impact on brand image. High levels of competition within the industry which Adidas operates also increases buyer power as consumers have a number of companies offering similar products and services. Therefore, if a consumer is not satisfied with their experience with Adidas, they will likely opt to shop with their competitors next time, such as Nike and Under Armour. It can be said that due to these factors, buyer power is moderately high but effectively under control through Adidas’ competitive strategy. 
Competitive Rivalry 
Although the number of major players within the market which Adidas operates are limited, the market is currently experiencing high levels of competitive rivalry. These high levels of competition have developed from the fight for market share and customer base. Nike and Under Armour pose as Adidas’ greatest competitors and with each of these brands heavily investing in marketing along with research and development, innovation is high among the brands. Therefore, it can be said there are high levels of competitive rivalry facing Adidas, which their strategy ‘creating the new’, is set out to overcome.
Threat of Substitution
Rival brands, such as Nike and Under Armour, pose as the greatest threats of substitution against Adidas. Adidas strive to be the best sports company in the world and have introduced strategies which make them stand out from their competitors, which has subsequently led to their relentless growth in recent years. It is these strategies of ‘creating the new’, which control threat of substitution posed by competitors. Adidas face threats from the sale of counterfeit products, however, “the Adidas Group makes use of extensive legal protection” (Melik, 2012), which actively fights against counterfeit products, resulting in millions of counterfeit products being seized each year. 
Threat of New Entry
The threat of new entrants is moderately low. This is because to compete with Adidas, new entrants would have to invest huge sums into each business process, with sums ranging in the billions. Adidas have also built up a strong brand image over years, therefore the threat of a new sports company entering the market at the competitive level Adidas is at in the near future, is low. 
When compared to a PESTEL analysis, a Porter’s 5 Forces analysis provides more direct information regarding an organisation’s strategic competitiveness and the likeliness of high return within an industry. However, a key issue in this framework lies in identifying an exact industry as industries can be analysed at different levels. This analysis has demonstrated that Adidas are in a strong position with regard to strategic competitiveness, with competitive rivalry from Nike and Under Armour and buyer power having the greatest influence on Adidas. 
3.0 [bookmark: _Toc530658699]Conclusion
[bookmark: _Hlk530649181]To conclude, Adidas have strong competitive strategies in place which give regard to overcoming contemporary strategic management issues. Adidas currently fall between differentiation and focused differentiation on Bowman’s Strategy Clock, through the integration of their ‘creating the new’ strategy of speed, cities and open source. This means that Adidas reap the benefits of perceived high brand value. Adidas’ have adopted a modern leadership style, which can be outlined by confidence, creativity and collaboration. A PESTEL analysis of the macro-environment Adidas operate within suggests that there are many influential factors to be considered, however, for each of these factors, Adidas have in place effective strategies to manage the factors. The Porter’s 5 Forces analysis of the industry suggests that both competition from rival companies such as Nike and Under Armour and buyer power, have the greatest influence on Adidas. Adidas’ competitive strategies are proving highly effective which is evident by the continuous quarterly increases in revenue.
[bookmark: _Toc530658700]4.0 Recommendations 
1) Move from planned strategy to realised strategy
Adidas are currently operating using planned/intended strategies. It is important that Adidas identify intended strategies based on what they plan to achieve, however, this together with an emergent strategy which acts in response to unexpected changes within Adidas’ business environment, could help Adidas develop realised strategies, where their intended plans and responses to unexpected changes come together to achieve more realistic and practical approaches. 
2) Introduce strategies which aim to overcome consumer spending issue in Western Europe due to Brexit
Recent years have seen consumer spending decline throughout Western Europe. This is due to the uncertainty caused by Brexit. Negotiations regarding Brexit are still in place and uncertainty remains high. The reduced consumer spending in this part of the world was predicted by Adidas and less focus was placed on launching new products in this region as a result. Adidas could increase focus on this region, as launching new products may encourage consumer spending. 
[bookmark: _GoBack]
References
Adidas, 2018. Adidas. [Online] 
Available at: https://www.adidas-group.com/en/sustainability/managing-sustainability/general-approach/
[Accessed 7 November 2018].
Adidas, 2018. Adidas Group. [Online] 
Available at: http://www.adidas-group.com/en/profile
[Accessed 7 November 2018].
Chandler, A., 1963. Chapters in the History of American History. In: Strategy and Structure. s.l.:MIT Press, p. 13.
Cliff Bowman, D. F., 1996. Competitive and Corporate Strategy. London: Irwin.
Drucker, P., 1994. The theory of business. Harvard Business Review, September-October, pp. 95-106.
Gerry Johnson, K. S. R. W., 2017. Exploring Corporate Strategy. 11 ed. London: Pearson Education.
Melik, J., 2012. Popular trainer brands lose out to fakes. BBC News, 19 July. 
Mintzberg, H., 2007. Towards a General Theory. In: Tracking Strategies. London: Oxford University Press, p. 3.
Peng, Z., 2018. Adidas hikes 2018 profit guidance, trims sales outlook. CNBC, 7 November . 
Porter, M., 1996. What is Strategy. Harvard Business Review , November-December , p. 60.
Porter, M. E., 1998. Competitive Strategy. s.l.:The Free Press.










2 | Page

