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[bookmark: _Toc530242784]1.0 Introduction 
The purpose of this report is to critically evaluate the competitive and development strategies of an organisation in the context of contemporary strategic management issues. The chosen organisation for this report is Adidas – Europe’s leading manufacturer of sportswear. Adidas is a well-known global company who specialise in sports lifestyle products such as equipment, clothing and footwear. 
[bookmark: _Toc530242785]1.1 Report Remit
This report is an attempt to meet the above aim with the following objectives;
 Firstly, identify the competitive strategy that Adidas have adopted in order to develop their current competitive position by using examples of actions Adidas have taken to accomplish this strategy.
Secondly, to critically evaluate the competitive strategy that Adidas has applied in the development of their competitive position. The evaluation will recognise any advantages and the limitations of the strategy in the current environment.
Thirdly, to make appropriate recommendations for future development for Adidas based on the findings in the report. 
[bookmark: _Toc530242786]1.2 Background of the organisation
According to Adidas (2018) website, the founder Adi Dassler first began his mission to provide athletes with equipment in the best possible way in 1924. On 18th August 1949 Adi Dassler started all over and registered the Adi Dassler Adidas Sportschuhfabrik with just 47 employees situated in a small town in Herzogenaurach in Germany. On that day Adi Dassler registered a shoe which included the famous 3-stripes logo. 
In 1954 Adidas claim that their football boots with screw-in studs helped to write history as the German national football team won the World Cup final wearing the new boots, which resulted in Adidas and the founder becoming the leading brand in football worldwide. 
In 1967 Adidas released its first tracksuit which the company claimed that it unveiled a whole new business as previously Adidas was famously known for its footwear. In 1970 Adidas continued its success by producing the official ball TELSTAR for the FIFA World Cup which led to the ball being the official match ball to every FIFA World Cup to date.  
Adidas’s first major competitor Reebok followed the booming fitness trend with women globally wore the reebok Freestyle footwear. 
However, in 1986 Adidas continued to strive and merged arts and sports together resulting in producing new innovations in street fashion trends and marked the birth of non-athletic promotions within its sporting goods industry.
In the 2000’s Adidas claimed to reinvent the game with a new century and new divisions as Adidas became the first in the industry to innovate a new lifestyle segment with sports-inspired streetwear. In 2006 Adidas acquired Reebok which brought together the well-known companies in sports.
In 2017 Adidas claimed to have 56,888 employees worldwide and in HQ alone Adidas have over 100 nationalities compared to when the company first started in 1949 with just 47 employees. See appendix A for more information. Adidas (2018) reported in a press release that it had delivered strong operational and financial performance, with a net income from operations grows 32% to €1.430 billion, see appendix B. 
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Strategic management can be defined as a set of managerial decisions, actions and implementations that will determine the performance and position of the organisation for the foreseeable future (Wheelen & Hunger, 2012).
Strategy has been defined by many, one definition of strategy defined by (Johnson, et al., 2008, p. 3) as ‘strategy is the direction and scope of an organisation over the long term, which achieves advantage in a changing environment through its configuration of resources and competences with the aim of fulfilling stakeholder expectations’’, whereas Drucker (1994, pp. 95 - 106) defines strategy as ‘a firm’s theory about how to gain competitive advantages’. Strategies are a series of patterns an organisation takes when making incremental decisions upon what direction the organisation wants for its vision, mission, goals, objectives, business model and position (Jones & Butler, 1988). 
However, business-level strategy are ways to achieve goals, meet customer expectations and gain a competitive advantage within its market (Nandakumar, et al., 2010). Business-level strategy is a generic strategy to gain a competitive advantage within the market and focuses on a single industry and an individual market with only concerns of positioning and competing in the market. There are four generic strategic options an organisation can determine when developing market-based opportunities. This generic strategy was created by Porter (1980) which organisations need to determine whether the competitive advantage will be based upon either cost or differentiation  and if the competitive scope is either a broad target or a narrow target (Williamson & Zeng, 2009).
[image: Image result for porter's generic strategies]Porter (1980) model of Generic Strategies can be found below see figure 1; 









[bookmark: _Toc530753616][bookmark: _Toc530753689][bookmark: _Ref530753916][bookmark: _Toc530754082]
[bookmark: _GoBack]Figure 1.1 Porters Generic Strategy Source: (Porter, 1980)
Cost leadership is a competitive strategy that aims to have a broad target and have the lowest cost producer in the industry and lower costs than its competitors which can enable the company to lower its cost of products if needed or if having the lowest costs but still charging the same prices as its competitors will result in having high profits and a competitive advantage in the market (Wheelen & Hunger, 2012). An example of an organisation using this strategy Lidl and Aldi. However, Cost focus strategy is when an organisation targets a specific niche and operates on low cost for example bargain shops like Pound World or Pound Land.
Differentiation strategy has been defined as an organisation offering something unique and high in quality which can be charged at premium prices this can be services or products and usually has a broad market an example of an organisation using this strategy is Adidas or Nike. Whereas Differentiation focus targets a particular buyer group or geographical market for its competitive scope with a competitive advantage of offering products that differentiate from competitors (Johnson, et al., 2017). An example of this strategy an organisation has adopted is Diamond car insurance who offer services for women only.

2.0 Main Body
Porters Generic Strategies framework has been identified and chosen as the model as most appropriate to apply and evaluate to Adidas as an approach to determine what generic strategies Adidas have adopted to develop their current competitive position within the sports industry. Porter’s strategies focus on the cost of a product and how-to differentiation the product to compete within the market. According to (Adidas AG, 2017) it divides its brand into three categories; footwear clothing and hardware. In geographical terms the company reports that it operates within only eight segments such as Western Europe, North America, Greater China, Russia/CIS, Latin America, Japan, the Middle East, South Korea and Southeast Asia/Pacific. 

[bookmark: _Toc530242789]2.1 Implementation of the strategy
Cost Leadership: Adidas can be associated with the Cost Leadership Strategy as if Adidas were to lower the price of its products then it could lead to potentially gain more customers which Adidas could remove any threat from competitors who offer similar products at a lower cost however, this could result in Adidas having financial issues as it would reduce profitability. Customers might refer Adidas as having poor quality products if it focused on lowering costs. Although Adidas would benefit if it reduced production costs, advertising, packaging and raw material costs but still charging the same price as it currently does however, customers will notice the poor quality of the product (Porter, 1980). 
Cost Focus: however, is not a strategy that Adidas are using to gain a competitive advantage as Adidas have grown within the sports industry and isn’t focused on having the cheapest costs, the demand for Adidas products have increased over the years and profits are booming according to (Adidas, 2018).
Focused Differentiation: it is evident that Adidas have previously used focused differentiation due to targeting those of which are linked within the sporting environment (Wheelen & Hunger, 2012). When the company first formed the mission was to provide only athletes with the best possible footwear, clothing and equipment (Adidas, 2018). Although since the company has evolved over the years it has broadened its target and has products to suit all generations from children to adults. Its clothing has expanded from sportswear for athletes to clothing suitable with the current fashion trends.
Differentiation: this is the most appropriate strategy that Adidas have seemed to have adopted in order to gain a competitive advantage within the market. Although Adidas is famous for everything to do with sports and it could be argued that it has a narrow target, Adidas have products to suit everyone and not just targeting athletes like it once did which is evident that Adidas competitive scope within the market place has a broad target. One-way Adidas have differentiation within the market is down to the technology it has today, customers can personalise footwear through Adidas’s website which ultimately gains an advantage with its competitors (Drummond, et al., 2008) this alone will allow Adidas to charge premium prices for personalised footwear. 
Adidas also have a competitive advantage with the quality of its products due to having high sponsorship in sporting events such as FIFA, UEFA, Olympics and Cricket which has also resulted in Adidas having a competitive advantage and is known worldwide for specialising its products around the sports industry (FIFA, 2018). 
This strategy also allows Adidas to more flexible and can distance from other competitors (Dibb & Simkin, 2008) as Adidas have used a number of methods to differentiate from its competitors by its branding- the famous three stripes logo, the product features and its methods of distribution globally. Over the years Adidas have identified and gained an understanding in what the customer wants whilst offering a range of products to suit all and have prices that range from low to high.


[bookmark: _Toc530242790]2.2 Advantages & limitations of the strategy
With any competitive strategy there will never be any guarantee that an organisation will be successful or achieve what they had hoped in the long-run (Wheelen & Hunger, 2012). Organisations need to be aware that it will always face risks when adopting any generic competitive strategies but also need to be aware of the advantages of the strategic options. 
With Porter’s four fundamental strategic options that are available to all organisations there are advantages and limitations to each strategy. Murray (1988) suggests that Porter’s Generic Strategies is a strong framework and is very useful for companies. 
 Advantages of cost leadership is the capacity outflank its rivals within the market, enable difficulty for other competitors to enter the market and resist the five forces claims (Sutherland & Canwell, 2004) and (Drummond, et al., 2008) in addition (Kim, et al., 2004) argues that the limitations of an organisation adopting cost leadership strategy is that it could be difficult to sustain in the long-run, associated with lower quality products and low customer loyalty and an organisation could potentially face price wars with competitors. 
Differentiation has major advantages as a generic strategic option because it results in the company being very flexible, it can also distance companies from competitors within the market place and usually results the company having a major competitive advantage which will lead the company being more profitable suggests (Shao, 2015) however, (Wheelen & Hunger, 2012) limitations within this strategy is that the company could face higher costs, it could be difficult to sustain differentiation or difficult to differentiate from competitors. 
Cost focus and focus differentiation has advantages as it has a greater understanding of the niche or segment (Johnson, et al., 2017) which can create barriers to entry (Palmer & Hartley, 2008) which results in having a reputation for specialisation within the market. Limitations of using focus strategies is that there are very little opportunities to grow within the industry, (Johnson, et al., 2008) the demand could decline, and if the company has a reputation for specialising then it removes any development within other sectors (Nandakumar, et al., 2010).  
Although there are limitations to Porter’s Generic Strategies there is evidence that the model has helped companies to succeed such as Toyota and Honda who are well known globally as car manufacturers, both companies achieved a combination of generic competitive strategies  to produce high quality cars with a broad target which thus results in lowering costs (Wheelen & Hunger, 2012). 
To conclude Porter (2004) argues that businesses must achieve one of the generic strategies in order to be successful or businesses could face being inconsistent with strategies. This is referred to being stuck in the middle within the competitive market place which can result in having no competitive advantage and have a poor performance.
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In conclusion to this report it is evident that strategic management and the strategies followed by an organisation are important for organisations to succeed globally by looking at the long-term position. Although there are many strategic approaches available for organisations Porters Generic Strategy has proven to be a successful approach adopted by management however, companies need to ensure that whichever generic strategy they take they must be aware that there is a risk of the company having inconsistent strategies which will result in being stuck in the middle. 
It is evident that Adidas is one of the largest companies associated within the sporting industry. Its brand has evolved over the years and with the economy. Adidas have identified and understood the needs of their customers 
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For Adidas to continue having a successful development in the future within the sports equipment, clothing and footwear industry the following recommendations are being proposed;  
Firstly, 

Secondly, 

Thirdly 
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