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[bookmark: _Toc530428125]Executive Summary

     Adidas is one of the biggest sportswear companies in the world and the Adidas three stipes is recognised globally. They have a sophisticated supply-chain management system due to having presence in many countries across the world. Adidas understood their completive advantage as a result they divested from under-performing brands to focus on just two brands Adidas and Reebok brands. By launching their new planned strategy, they are experiencing growth in China and in the American markets. Due to shift in market demand, the Adidas the streetwear or athletic-casual wear has given Adidas another competitive advantage, besides this, Adidas has always been synonymous with streetwear thus this was a focused differentiation which has now taken-off. Lastly, in order to continue to maintain competitive advantage and increase its market share, Adidas continuously engage with its stakeholders and for that reason they are able to respond to problem swiftly.

[bookmark: _Toc530428126]Introduction
     In 1920, Adidas was founded by Adolf Dassler in Germany following a split from his brother who went on to form their Puma. The company name was derived from its founder: ‘Adi’ from Adolf and ‘Das’ from Dassler’. Adidas is the holding company for the Adidas Group (AG) which includes Reebok, Rockport and a percentage of the Bayern Munich football club.in 2006, Adidas changed its name from Adidas-Salomon AG to Adidas AG.  
[bookmark: _Toc530428127]Company background
[image: ]     Adidas, a German owned company produces variety of athletic footwear, clothing, accessories and other sports lifestyle products through its two core brands Adidas and Reebok. The organisation also has other merchandise such as footwear, apparel, and hardware (bags and balls) under the Adidas, Reebok, and Adidas Golf brands. Furthermore, the Adidas market Y-3 label and Runtastic, a digital health and fitness space. Since its inception, Adidas has actively been involved in every sport, they have sponsorship deals with some of the biggest sports and sports-stars in the world. Again, the organisation has a sophisticated supply chain system that enable it to merchandise its product across the world. The organisation operates in Europe, the Americas, Middle East and Africa and Asia with more than 2,500 own-retail stores; around 13,000 mono-branded franchise stores and 150,000 wholesale doors (Adidas-group.com, 2018; Marketline.com , 2018; Bloomberg, 2018). In 2017, Adidas achieved a net sale of €21.218 [image: ] billion by selling 900 million units of items and produced by 296 independent manufactures (see fig 1). Furthermore, the organisation has almost 56,888 staff with 100 nationalities represented in their workforce. One notable thing about Adidas is the equal percentage of male and female staff thereby bridging inequality and the gender pay gap (fig 2, Adidas-group.com, 2018). Figure 1: Total unit produced
(Adidas-group.com, 2018a)
                                   (Adidas-group.com, 2018b)

[image: ]
The Adidas status in the clothing and apparel sector sees them having 1.8 percent the second largest global share of the clothing and apparel brands (fig 4, Statista, 2018).
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[bookmark: _Toc530428128]Objectives of the report

     For Adidas to be among the best in the sport and apparel market, they would have deployed various strategies to achieve their goal. Therefore, this report will examine the strategies they have utilised in achieving their market position. This report will analyse both the micro and macro environment the company operates in by using strategy management tools such as, SWOT (fig 7) and PESTEL (fig 8) analysis. This report will view its advantages and limitations (Hill and O’Sullivan 2004). 
[bookmark: _Toc530428129]Adidas Strategy
     Since, Adidas mission is to design, build and sell the best sports products in the world, this aim is possible through sustainability, service and industry experience. Accordingly, the organisation developed a planned strategy or intended strategy 2020 strategic business plan to accomplish this very mission (fig 5).  Although Mintzberg  (1978a) suggested there are different types of strategies (fig 6). 
[image: ]

     Adidas Strategic management would have necessitated the understanding of their strategic position before making strategic choices for the future (Johnson et al 2011). For Adidas to set the new strategic direction, they must identify their strategic position by evaluating and analysing their internal and external corporate environment (Hooley et al., 2008) and formulate the new direction (CIM, 2011).
[image: ]

                                                                                                                   
     Although, Mintzberg (1978) argued that strategy could not be defined with a common theme despite its various definitions. Nonetheless, Johnson, et al., (2011) proposed that strategy states an organisation’s long-term direction that is flexible to respond to changing environment and that resources and competences must be configured to fulfil the stakeholder’s expectation. While Porter (1985) stressed that strategy must clearly define and communicate an organization's market position, state resources, skills, and competencies available to the organisation in creating a competitive advantage. 
[bookmark: _Toc530428130]Mission 
   Adidas has a clear mission statement that they want “to be the best sports company in the world” (Adidas-group.com, 2018) and to be the best, Adidas postulates staff to be creative, independent and take responsibility for their actions (Gameplan-a.com, 2014). Johnson, et al., (2011) proposed that a mission is the superseding resolve to achieving stakeholders’ values or expectation. One flaw in the “Creating the new” is they target six key cities where they want to achieve growth in share of market, but India for example has seen the demand for premium brands goods go up to 33% (Kantarworldpanel.com, 2015). 
For all the various business units within the Adidas to fit together and for the resources to be deployed, Adidas would have made Strategic Choices (Johnson et al 2011). 
[bookmark: _Toc530428131]SWOT analysis
     Madsen (2016) described SWOT analysis as a useful framework in analysing a firm’s resources and capabilities (strengths and weaknesses) and external market situation (opportunities and threats). Similarly, Johnson, et al. (2011) agreed that the SWOT recapitulates relevant and key business environment in addition to the strategic capability of an organisation. Fig 6 is the Adidas SWOT.
[bookmark: _Toc530428132]Strength
     The Adidas brand is recognised across the world, and by divestiture of TaylorMade etc, Adidas has completely focus on building on their strength in footwear and apparel (Adidas-group.com, 2018f). Adidas has a focus differentiation on casual footwear (premium brand), which has given them a competitive advantage over their rivals and these customers are loyal (Adidas-group.com, 2018; Marketline.com, 2018; Bloomberg, 2018; fig 13). Adidas brand continued to be stronger through endorsements, by sponsoring major sports like the International Olympic, the FIFA, UEFA, Rugby etc. The company has continued to enjoy yearly increase revenue since 2002 (Statista, 2018a; MarketLine, 2018; fig 7).
SWOT analysis
[image: ]
[bookmark: _Toc530428133]Opportunity

     Bloomberg (2018) reported that Adidas recently launched a new Capsule Fitness Collection, the collection offers are a stand-out looks for women who are demanding versatile performance wear diverse for training. Again, Adidas purchase of Runtasticis a App technology developing company that is helping them to keep pace with the fitness industry where a good app is essential. The Runtastic provides a full array of health and fitness tracking products (Fig 7a; Runtastic, 2018a; Engadget, 2015). Adidas has strategy of improving its digitalisation processes (e-commerce platforms) to connect with customers and exploit the ‘casual athletic’ incidentally the strategy is boosting direct sales (Adidas-group.com, 2018; Marketline.com, 2018).
[image: ]
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     About 93% of Adidas production was outsourced to 3rd party manufacturers in Asia. Adidas work with 800 independent factories in fifty-five countries (Marketline.com, 2018, Adidas-group.com, 2018k). The dependency is risky especially if manufacturers fail to achieve and maintain manufacturing standards. Another weakness of Adidas is there limited portfolio (Adidas and Reebok brands) although this is a focused differentiation strategy, but it proved Adidas inability to managed ‘acquired company’ by divesting from TaylorMade, Adams Golf and Ashworth golf brands (Adidas-group.com, 2018f). 
[bookmark: _Toc530428135]Threat

      Adidas operates in 75 countries and 296 independent suppliers, they must contend with foreign currency fluctuations since they make and receive payment globally and therefore currency risk is an important factor that could impact their earnings (Marketline.com , 2018). On-line hackers are a threat to Adidas’ e-commerce. Recently there was a data breach in North America whereby unauthorized party acquired Adidas consumers data, this impacts on reputation (Adidas-group.com, 2018). Under Armour’s resurgence in sales, could impact the American market (MSN, 2018).
[bookmark: _Toc530428136]PESTEL
     Hooley, et al., (2008) argued the importance of understanding the opportunities and threats facing Adidas and its overall competitive situation. And if Adidas wants to understand the bigger picture of their environment, PESTEL (Political, economic, social, technological. Legal and environment) is a viable tool. PESTEL exposes the business to external changes it cannot control and neither do they have influence over the macro. Furthermore, PESTEL enables the Adidas to take advantage of the opportunities or threat as they present themselves. changes have impact on businesses (Mind Tools, 1996-2018; Hill & O’Sullivan, 2004).
[image: ]


Political factors
     China is one of the six countries that Adidas targeted in their planed strategy and to achieve the breakthrough in China, Adidas entered into collaboration with Wanda Group. Through Wanda Adidas was able to enter into a three-year partnership with the China’s Ministry of Education to reach some 20 million students through the grassroots football initiatives (Adidas-group.com, 2016). This move has strengthened and driven their business in China culminating in twenty-nine percent increase in turnover in 2017 (Adidas-group.com, 2018g).
Economic factors
     Counterfeit issues are a major problem especially in developing countries for Adidas. Again, Statista research revealed that Adidas sales was boosted by the middle-class demand for premium products i.e. ‘casual sportswear’ or “athleisure” trend. Adidas must always stay ahead of the market because their increased sales are driven by sportswear trends and preferences. Furthermore, Adidas have long-term sponsorship deals with FIFA since 1970 and the current deal run till 2030. This sponsorship relationship continues to expose the Adidas brand to global market (Fifa.com, 1994 – 2018; Peck, 2016). 
Social Factors
     Modern shoppers are health conscious with huge love for sports hence Adidas designs must match the consumers expectation, age, gender or lifestyle. Although Adidas launched bra for sporty women as mentioned above, this was an emergent strategy because it was a reaction to Nike’s domination of female runners’ sports apparel besides (Marketingmag.com, 2013).
Environmental factors
     Adidas have applied sustainability-based management and Sustainability Roadmap 2020 into the core of their company’s business strategy (Whelan & Fink , 2016). The push for sustainable production through chemical management program is high on Adidas strategy, hence they are reducing their chemical footprint and improving the environmental impacts of factory operations (Adidas-group.com, 2018h; Adidas-group.com, 2018i; Whelan & Fink , 2016).
[bookmark: _Toc530428137]Stakeholder analysis
[image: ]     Bryson (2004) defined stakeholders as anyone who may be affected by a change and Freeman (1984) corroborated it by proposing that a stakeholder is anyone that may be affected by the organization's objectives. Furthermore, Bryson (2004) and Eden & Ackermann (1998) proposed that stakeholder Analysis is a systematic way of analysing stakeholders by their power and interest (fig 9).  The stakeholders are then grouped into High power, high interest stakeholders are Key Players (fig 10). Low power and low interest stakeholders are least important. In addition to determining of Adidas stakeholders’ power and interest grid, in addition they have a policy of Engagements (Adidas-group.com, 2018j; Whelan & Fink, 2016; fig 11). Equally, Adidas stakeholders are ranked based on power and interest (Bryson, 2004; Eden & Ackermann, 1998). The employees are critical to the company and they are encouraged to be creative, independent and take responsibility for their actions (Gameplan-a.com, 2014). Adidas outsource its production, these group are critical to the whole supply-chain; therefore, they must be well managed. Secondly, Adidas value the professional athletes and the rest, but these group have low power. The third group (suppliers’ staff) just need to be kept informed while the last group is of little concern to Adidas.
Fig 10 depicts the seven Adidas Stakeholders. The stakeholders are ranked clockwise from employees to peers. Adidas set criteria such as action radius, relevance, risk, willingness and capacity to engage to prioritise stakeholders (Adidas-group.com, 2018j).
[image: ] 
[bookmark: _GoBack]Adidas are constantly mapping and analysing their primary and current stakeholder, as a result they engage with them on an ongoing basis and reviewed them annually (fig 11).
[image: ]


[bookmark: _Toc530428138]Main Findings

     To understood Adidas operating market and to understand the generic strategy the SWOT or TOWS, PEST analysis is useful among others. Faulkner & Bowman (1995) (fig11a) strategy clock tool is effective in establishing how Adidas pursued a differentiation strategy. Adidas pursues a differentiation strategy in the general-sportswear-market. The three stipes brand is a premium and highly recognised brand. They divested from their struggling brand to focus on two brands. Secondly, for the casual athletic wear; a market segment of street-wear, they pursue a focused differentiation (Porter, 1985), those products commands very high premium price especially the Kanye West Yeezy brand. A Kanye West sneaker are selling for an average of $3000 ( AIO bot, 2018).
[image: ]

                                       
When Adidas took over Reebok in 2005 for €3.1bn (£2.1bn), the company enjoyed about 20pc of the US sports shoe market, while Nike has 36pc. The percentage difference has remained similarly the same. In 2017 Nike has about 21.1% while Adidas has about 4.7 per cent (Statista, 2018c; Telegraph.co.uk, 2011; fig 12). 
[image: ]

According to Yahoo-finance, Fig 13 beneath shows that, Adidas almost double its US market share by taken away market share from Nike’s Jordan brand. Yahoo finance attributed the success to the casual sportswear “athleisure” this is a case of serendipity and strategy because a number of adidas streetwear was low-value market and suddenly become invaluable (Fink, et al., 2017). Incidentally, Adidas casual sportswear has always been viewed as a street wear and the trend has taken off now culminating in a shift in taste and subsequently it is having a significant effect on market share (Yahoo Finance, 2017). Furthermore, Adidas divested from underperforming business to focus on only two brands, and the benefit is being realised. The Adidas brand targeted the middle to high-end market and this shows in the sales turnover.in fig 14, Adidas over 10.36 billion in the period 2010 to 2017. The downside to divestiture by Adidas is they are susceptible to attack from rival brands since they only have two portfolios and their risk is not well spread and again the fashion trend could shift from casual sportswear to something new. 
[image: ]

Additionally, Adidas have a strategy to sponsor big sporting events like FIFA world cup etc which has brought them success, but now they are being outbid. Adidas who were the sponsors of the United Kingdom’s athletic teams since 2005, lost it multi million pounds contract to their biggest rival Nike (Brandchannel.com, 2013).
[image: ]

In another development, the pursuit of multi-million-dollar sponsorship deals has caused scandal for an alleged bribe paid to high school athletes, and for this reason criminal charges were brought against an Adidas marketing executive and nine others (Seattletimes.com, 2017). 

[bookmark: _Toc530428139]Conclusion
     Adidas is trading in a very competitive sports wear market. As seen in the graph above they are the second biggest sportswear company in the world, with sophisticated supply-chain network across the world and they are a very innovative company. They are taking territories and market share from their rivals. However, by focusing on only two brand, Reebok and Adidas brands, they may be vulnerable if market demand shift to other products and wears especially as they face completions not only from sportwear companies but from other apparel makers as well.
[bookmark: _Toc530428140]Recommendations
· Adidas must continue to capitalise on their recent success in the US. They have a unique brand recognition, the three stripes and the casualwear trend, Adidas must continue to capitalise on the goodwill of the streetwear category including the Kanye West sneakers (Yahoo Finance, 2017).
· Nike dominates the sportswear market, they have more financial power, it is recommended that Adidas identify other sports that it can dominate to get maximum exposure and dominant market share.
· Although Adidas has a mechanism to systematically identify and manage stakeholders, they only use few contacts in about sixty countries, it is recommended that Adidas should increase this stakeholder contacts as the company manufactures and sell its products in all the (Adidas-group.com, 2018j).
· [bookmark: _Hlk529292629]Adidas need to be ethically conscious in pursuit of endorsements. They should avoid paying bribes to secure sponsorship deals (Seattletimes.com, 2017).
· Adidas could target the BRICS countries. These countries are populous countries with fast growing middle class that are demanding premium goods.
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Figure 7: Adidas SWOT analysis
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Figure 9: Adidas Stakeholders’ power and interest
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Fig 12 Footwear market share of Nike and adidas as of 2017, by region
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