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Executive Summary
By using analysis tools such as PESTLE and SWOT, the aim of this report is the critically analyse the current strategy of Adidas and to gauge whether they are being successful in their endeavours. Adidas are currently focusing on differentiation as well as focused differentiation by creating products that their customers want as well and focusing in a specific market segment which is sportwear goods.
While Adidas have potential threats of supplier dominancy they currently haven’t had any issues that have been published. They should ideally start to reduce outsourcing of products to prevent any problems happening in the future.  They are one of the largest sportswear manufacturers and due to them having such a strong market presence with multiple own companies that provide access to most cost tiers and should still be around for a long time to come. 
1.0 Introduction

“We’re all ‘Creating the New’ – because we believe that, through sport, we have the power to change lives” (Adidas, 2018)

This report is to critically analyse the competitive strategy that Adidas have utilised to develop their current competitive position. From the case study it is apparent that Adidas have a foothold in the footwear industry, owning major franchise such as Gazelle and UltraBOOST, while also being a provider of a “wide range of athletic and sports lifestyle products” (Adidas, 2018). In order to discover if Adidas’s strategies are currently working it is crucial that we use of different analysis tools to discover ways that they can as a company improve.  

2.0 Company background
Adidas was first established in 1924 as “Gebrüder Dassler Schuhfabrik” with a goal to provide the best possible equipment for athletes. Just 4 years later, Linda Radke in 1928 got a gold medal while wearing their footwear helping bring the brand to more customers feet (Adidas, 2018). 

In 1954 Adidas provided the Germans the first screw on stud light weight boot that helped them win the football world cup that year against the Hungarians (Adidas, 2018). The style of boots and studs attached are still used today for both football and rugby. 

In 1978 Adi Dassler the original shoe maker passed on September 6th and his son Horst took over the company. In 1982 Horst changed the name of the company to Reebok establishing Adidas’s first household name. 
*more about other developments into modern day company
Now in 2018 Adidas owns more than 92 innovative companies and has positioned itself as a leader in the world market. (Success Story, 2018)

3.0 Objectives of the report

The objective of this report is to identify the competitive strategies that Adidas have utilised to attain their advantageous position the sporting industry. Using this information and a range of analysis tools such as PESTLE and SWOT, as well as Bowmans clock will help establish whether their current strategy is benefiting or hurting the company from its implementation.  

4.0 Competitive Strategy/Business Level Strategy

Adidas is rooted in its mission to be the “best”. Their mission is; 
“We want to be the best sports company in the world. What does that mean? Well, to us ‘best’ means that we design, build and sell the best sports products in the world, with the best service and experience, and that we do so in a sustainable way. But ‘best’ is also what our consumers, athletes, teams, partners, media and shareholders say about us” (Adidas, 2018)
Their focus to be the best can be seen by the way Adidas focuses on the footwear apparel for sports which differentiates them from most of the other footwear industry. They do however have clothing apparel that they produce that has been implemented into the company over time that is now mentioned even in to their mission which has been highly successful.  
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Michael Porter suggested these four “generic business strategies model of generic strategies that could be adopted for competitive advantage. This table outlines the scope of what a business wants to aim for with their strategy with their source of competitive advantage (Tutor 2 U, 2018). Adidas have both a differentiation and a differentiation focus in their strategy. They provide unique product that customers want while also focusing into the sporting industry that have in some cases charged that the market for the better as shown with them producing the first screw on studs for boots (Adidas, 2018).

Adidas believe that if they have “clear vision” and with a solid plan their strategic choices will improve and will lead them to greater avenues (Adidas, 2018). Henry Mintzberg is an award winning theorist on strategic management strategies (Thinkers 50, 2018) and stated that  “Strategy is not the consequence of planning, but the opposite: its starting point”. If this is to be the case, Adidas have done well with starting their strategy with a clear vision as this allows their corporate decisions to be based on company values helping with reassurance with stake holders and investors. This perception of strategy is reinforced by others, some saying that “The essence of strategy is choosing what not to do”. To discover whether this way of thinking is beneficial to adidas’s current strategy the use of different strategy analysis tools will need to be used to provide a foundation for the company.

5.0 Main findings

PESTLE Analysis:

The PESTLE analysis is a tool, of which its acronym stands for Political, Economic, Social, Technological, Legal and Environmental (Oxford Collage of Marketing, 2016). This analysis enables companies to measure the external forces that can have an influence over the company. By doing this is enables companies to study the data provided and then make plans how the best to incorporate the data into their business to avoid complication in the future. This tool provides a general overview of Adidas.

	Political
	Economic
	Social
	Technological
	Legal
	Environmental

	-International trade agreements

-Product safety laws

-Labour laws

-Consumer safety regulations
	-Counterfeit issues

-Taxation

-Inflation

-Stock Market


	-Health conscious shoppers

-Culture

-Languages
	-Smart sportwear opportunities

-Production improvement

-Unique technologies brand exclusive 
	-Patents

-Trade descriptions Act

-Advertising Standards Authority
	-Natural materials in some products

-Emissions

- “Better Place Program” (Adidas, 2011)


Data gathered for table: (University of Sharjah, 2015) (Frue, 2017)


Political
Most of the political issues that Adidas are currently facing are continuing and will continue to cause uncertainty until agreement can be made. Brexit currently is a concern for all industries in the United Kingdom and Europe as trade agreements currently are struggling to be agreed upon. This is throwing the value of the pound into unrest during the negotiation period. (Financial Times, 2018) 
This is showing in their initial financial report for the first half of 2018. They themselves saying that “international equity markets came under pressure as a result of global trade fears” (Adidas, 2018)

Economic
This situation while an important one is affecting Adidas and causing and drop in markets. As a consequence “the DAX-30 declined 5% as at June 30, 2018 compared to the year-end 2017 level” (Adidas, 2018) While trade deals agreements are important the longer it takes for the United Kingdom and the European union to agree the more it hurts the companies they are trying to benefit. 

Social/Technological

Due to incentive from governments about healthy eating and living adidas have a foothold in providing products for that improved market area (UK Government, 2011). They have the technology to provide products such as “fit bits” to help customers know how much exercises they are doing as well as the best way to do it. One of the major benefits of being such a big house hold name in any market is that Adidas can charge a premium if they so wish on their products, this is because loyal customers would rather pay more for a product with a brand that they trust then spend less money on a product and brand they haven’t heard of before. (James, 2013)

Legal

With Adidas being an international company, they need to make sure that they meet all the laws of the land in the countries that they are distributing to. This needs to be done for Adidas to operate efficiently, lawfully avoid complications with the law. However, Adidas need to work with some other companies to provide patents for their products (UK Government, 2018) and to advertise universally (Advertising Standards Agency, 2018). 

Environmental

In 2011, Adidas released a new strategy called “The Better Place Program” (Adidas, 2011). They say in this program they say that they are committing to using 100% better cotton by 2018.   They didn’t straight away use better cotton however as that could not be don’t due to the size of the company, so they set small goals to measure performance. They wanted to firstly use 40% better cotton by 2015 and then slowly increase to 100% by 2018 (Adidas, 2011) Michael Porter has also said” A target should go with every goal. A target is the value that defines success” (Michael Porter, 2015).

When it comes to the PESTLE Analysis Adidas have been efficient in the areas they can control for example the environmental issues that were found in the company about the quality of materials that they have been using in their products had degraded over the years to they released a new strategy that has been successful into revitalizing their footprint into the sustainability of the planet.
However, when it comes to current political issues Adidas is stuck in a situation of unknowing that cannot be helped until external parties have resolved trade agreements. They could release a statement about the corporation’s opinions on Brexit as this could enable the government more insight into their decision making.









SWOT Analysis:

The SWOT analysis is an acronym that stands for strength, weaknesses opportunity and threats. The main purpose of the SWOT analysis is to link the strengths of the company with the potential threats that could arise with the current weaknesses with the opportunities to help fix the weaknesses. By highlighting these issues companies can continue to build and improve their companies and in theory help them adapt to threats entering the industry.
(Nordmeyer, 2018) 
	Strength
	Weaknesses
	Opportunities
	Threats

	Innovation capabilities

Brand image

Market presence

Sponsorships and Partnerships

Legacy (History)

Distribution System 

	Tough competition (Nike)

Lack of using recycled products

Outsourced manufacturing (Asia)
	Innovation capabilities

Increase in demand for fitness products

Expanding in emerging markets
	Market dominance (Nike)

Economic uncertainty (Brexit)

Supplier Dominancy



Data gathered for table: (Pratap, 2017) (University of Sharjah, 2015)

Strengths

Adidas have many strengths, arguably the biggest of all is their brand image and their market presence. This alone provides stake holders with reassurance and comfort as the Adidas as a hold has over 92 innovative companies to their name (Success Story, 2018). With this power however enables other companies to compete in rivalry. Nike also has a major foothold in the sports industry had have for a long time been rivals to Adidas. 

Nike was founded in 1971 and in 1988 launched their famous “Just do it” campaign that still has impact today. Adidas however have more experience that they can use to their advantage helping them maintain their influence (O'Reilly, 2014). In Adidas’s mission statement they mention about how ‘best’ is also what our consumers, athletes, teams, partners, media and shareholders say about us” (Adidas, 2018). If Adidas continue to focus on their customers and their sponsors as Nike has done in the past, the company will continue to grow. 

Adidas’s market presence is also impressive. Their 2400 personal stores worldwide and their online presence on multiple online shopping sites has them accounting $4.3 billion. They are in a very strong financial position and a safe one due to their different approaches to distributing their products, helping them become a sustainable business. (Bhasin, 2018)


Weaknesses and Opportunities

While Adidas’s limited product line could be a lot better. Due to the high price nature of branded Adidas products and the mid rage value of Reebok products they are missing a valuable area in the market in the low-end section of the market. While they currently have an input into the majority of the market through these sections there are currently other companies that are filling the need in that area as “value” products however entering into this avenue could provide Adidas with an improved market presence as well as improved revenue.

Adidas have currently had “93% of production outsourced to 3rd party manufacturers (largely to Asia) to avail of low labour cost & easy availability of resources” (Bhasin, 2018). While most larger companies do outsource production for most of their products, by doing this they are running the risk of overdependency in the Asian markets. Is something major happened in Asian markets that affected factory production, it would greatly damage Adidas as a whole.

Lifestyle choices are changing especially in the United Kingdom. As mentioned before in the PESTLE analysis segment of this report, the government have released campaigns to help people become healthier by the way they eat and the way the exercise. Adidas could partner with a government or county and aid when necessary. This would provide increased public relations and potentially, increased customers as the public eye sees that adidas care for people on an individual bias.

Threats

Due to the number of products are manufactured overseas (93%), Adidas have falling into supplier dominancy where they being the suppliers have more of bargaining power with the company. This could potentially cause problems with stock in the future. Also, Adidas need to remember to check the import regulations as well as duty and tariffs in order to prevent unnecessary shocks due to changes in law or in price. 

Bowman’s clock:

Bowman’s clock is a strategic positioning tool that highlights “By looking at the different combinations of price and perceived value, you can begin to choose a position of competitive advantage that makes sense for you and your organization's competencies”
(Fernando, 2017)

The main purpose of bowman’s clock is to help illustrate to businesses that they have a variety of different ways on how to position a product in the market and is based on two dimensions – price and perceived price.  Adidas do well in balancing the products they product as they have both the Rebook which is designed as a mid-ranged value compared to Adidas that has high value products due to the brand and the sponsors that come with that household title.  




6.0 Conclusion

In conclusion, while Adidas could have some major issues with suppliers due to the majority of the being outsourced in the future currently their business strategy is working well. They have only one major competitor in the current market of sportswear that is Nike, so they are able to focus all their attention on that high-end competition.  Their current main issue is with Brexit and the trade deals that will be established as currently the economy of the United Kingdom is rapidly fluctuating as deals are being discussed.



7.0 Recommendations

· Start to slowly decrease outsourcing of manufactured products, due to over dependence. Possible avenues could be out sourcing to multiple different countries or having a majority sourced inland.
· Release statement on what Adidas want to see with trade agreements issue with United Kingdom and the European union. As Adidas hold a very high percentage of the sport ware market they can have influence on certain changes.
·  Increase market to cater for a low rage value of products using a different brand name as it could provide increased revenue for the company.
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