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[bookmark: _Toc100449824]Introduction 
Aspects of the internal environment include existing workers, management, and, most importantly, the corporate culture, which defines how employees behave inside the organisation (Worthington and Britton, 2018). The actions of certain managers have a direct effect on specific aspects of the company, while others have a more significant effect on the whole organisation. In business, the general environment, often known as the external environment, refers to the external factors and influences that have an impact on a company's operations and to which the company must react or react in order to maintain the smooth flow of operations (Worthington and Britton, 2018). Both the environments and their factors significantly influence the organisation's productivity, growth, and profitability. Before making any business move or taking a new business decision, managers must evaluate macro and microenvironment factors. However, the firm does not influence the external environment factors (Francis, 2017). 
In this paper, the author will evaluate, assess, and demonstrate Adidas's internal and external environments. This selected company is one of the largest sportswear producers in the world. While evaluating the environments, pre and post covid-19 situations will be highlighted significantly to meet the module's requirements. SWOT analysis and VRIO framework will be used to evaluate the internal environment, while to assess the external environment, PESTEL analysis will be used. 



[bookmark: _Toc100449825]Company Overview
Shoes, apparel, and other merchandise are part of Adidas AG's product line. It was founded in Herzogenaurach, Bavaria, in 1949. (Adidas, 2022). It is the second-largest sportswear manufacturer globally after Nike and Europe's largest. German-based Adidas is a global corporation specializing in footwear, clothing, and accessories. Besides Reebok, TaylorMade and Runtastic, Adidas also owns the company. Bayern Munich is one of the clubs that the firm owns a stake in. As a means of promoting Adidas' clothing and footwear items, the company's logo has three stripes. Adidas' key competitors are Nike, Puma, and Under Armour. Nike's logo is seen in the following image: 
[image: Adidas, adidas, text, logo, adidas png | PNGWing]
[bookmark: _Toc98767075]Figure 1: Logo of the Adidas
Source: (Adidas, 2022)



[bookmark: _Toc100449826]Internal Environment Analysis of Adidas 
[bookmark: _Toc100449827]SWOT analysis:
Companies analyse their strengths, weaknesses, opportunities, and threats via the SWOT analysis. A SWOT analysis's primary purpose is to help businesses better comprehend the various factors influencing their decision-making process. Organisations should do a SWOT analysis before committing to any athletic activity, whether looking into new projects, revising internal regulations, contemplating possibilities to pivot, or amending a plan midway through its implementation (Kotler and Armstrong, 2016). Organisations make suggestions and tactics based on the SWOT analysis, emphasising how to utilise their strengths best.
[bookmark: _Toc100449828]SWOT Analysis of Adidas: 
Below the SWOT analysis of Adidas is presented: 
	Strengths
· Brand Value
· Prestigious Legacy
· Innovation in New Products
· Portfolio Diversification
· Excellent Supply Chain Management 
· String Hardware Capability 
· Excellent Financial Position
· Substantial & Diversified Distribution Network 
	Weakness
· Shortage in the Supply Chain
· Expensive Goods
· Product Line Restrictions
· Connections to Forced Labour
· Patent Litigation
· Racism Allegation
· Home Market Laxity


	Opportunity
· E-commerce
· Sportswear Industry Expansion
· Investing in Intelligent Materials
· Yoga Pants Culture
· Increasing Demand for High-Quality Sports Products
· Diversification into sports goods
· Expansion Around the World
	Threats
· Competition
· Rapid Ecommerce Expansion and Adoption
· Dominance of Supplier
· Trademark infringement
· Technological Progress
· Uncertainty in the Global Economy



[bookmark: _Toc98767127]Table 1: SWOT analysis
Source: (Self-Made)
Strengths of Adidas 
The Value of a Company's Brand
Adidas is a well-known name in the sports apparel industry. According to Forbes, with a value of $6.8 billion, it ranks second after Nike and ESPN. According to the 2019 Global Most Admired Companies list, Adidas ranked 61st (Adidas, 2022).
An iconic brand with a long and distinguished history
Adidas has established a strong and well-known heritage and tradition by influencing and changing several sectors of society throughout the world. Sports in the 1970s, and hip-hop culture in the 1980s, for example, were both affected by it. Because of its unusual 3-striped tracksuits and 3-leaf emblem, the brand became popular among urban youth (Adidas, 2022).
[image: https://bstrategyhub.com/wp-content/uploads/2019/12/fdg.jpg]
[bookmark: _Toc98767076]Figure 2: Youth Purchased of sportswear
(Source: Mathew, 2022)
New Product Development:
Adidas has always placed a high value on the quality of its products. Spending on R&D was EUR 153 million in 2018, and EUR 152 million more is expected for 2019 (or 0.7% of net sales). (Adidas, the year 2022) Products that are high-quality and inventive may be a factor in its ever-growing consumer base.
Diversification of one's investment portfolio
A wide range of products is available under the Adidas brand, even though it is only associated with athletics. It sells a wide selection of sporting goods, including footwear, apparel, and hardware supplies (Forbes, 2022). Adidas’s extensive diversification dampened a lot of the effect of the covid-19 outbreak and helped the company to stay strong while many other companies without this advantage faced large-scale losses. 
[image: https://bstrategyhub.com/wp-content/uploads/2019/12/ddd-768x586.png]
[bookmark: _Toc98767077]Figure 3: Portfolio Diversification of Adidas
Source: (Mathew, 2022)
Exceptional Management of the Supply Chain
For Adidas, long-term success depends on efficient logistics management. Adidas, a multinational, outsources the majority of its manufacturing. To have a tight grip over the whole supply chain, Adidas collaborates with significant strategic partners, according to its annual report. The global supply chain disruption caused by the covid-19 pandemic impeded the company’s supply chain system but with strong managerial strategies, it has managed to strengthen its position quickly (Thomasson, 2022).  
String Hardware Capability 
In 2018, Asia created roughly 79% of hardware goods bags and balls, Europe 19%, and the Americas 19%. 38 percent of the world's supply comes from China, followed by Turkey at 18 percent and Pakistan at 7% (Forbes, 2022). 
An Outstanding Financial Situation
In order to maintain market, share and achieve long-term profitability and growth, a company must have substantial financial resources. With a strong financial foundation, Adidas uses its resources to compete with Nike and Puma. Currency-neutral sales of Adidas rose to EUR 21.9 billion in 2021, while net income increased by 20% to EUR 1.7 billion, according to financial results (Forbes, 2022).  The company suffered heavy financial losses during the covid-19 outbreak. This company had lost almost around 3.5 billion due to the covid-19 pandemic (engageemployee.com, 2022). 
An extensive distribution network
Over 14,000 mono-branded franchise shops, 150,000 co-branded retail associates, and wholesalers are part of Adidas' retail network. Additionally, e-Commerce systems increase income by providing a wide range of options for reaching and selling to clients in specific target markets (Miller, 2022).
Weaknesses of Adidas 
Supply Chain Deficit
For the most part, Adidas relies on third-party or independent manufacturers in countries like Cambodia and Vietnam to produce their products. Due to a dependence on foreign suppliers, Adidas is now at risk (Adidas, 2022). The covid-19 pandemic has made it clear that relying too much on third-party manufacturers is too risky. Adidas took a heavy toll when countries went into rigorous lockdown, making the company unable to produce the products to meet the demand of the consumers (Thomasson, 2022). 
Goods That Cost much Money
Adidas' premium or high-priced products have put off customers with modest incomes. A shoe costing more than $100 may be affordable to customers with higher and middle-class incomes.
The Limitations of What Can Be Sold
Adidas Group's brand portfolio is limited to sports footwear, clothes, and accessories from Adidas and Reebok. A decrease in sales of sporting goods might be disastrous for Adidas (Forbes, 2022).
Involvement in forced labour
According to ASPI, 83 foreign businesses are complicit in the use of forced labour in China's manufacturing facilities. Legal liability and consumer confidence are eroded when a company is associated with forced labour.
Litigation over Patents
They were losing a legal case to a competitor, damaging the reputation and cutting a valuable revenue stream. In June 2020, Adidas and Nike finally settled their long-running legal conflict over their respective knit footwear. Adidas has renounced the right to produce and market the shoe and the confidence of customers who cherished it (Ronald, 2022).
Allegation of Racism
Adidas has made a concerted effort to ensure that its brand is accessible to people of all races and ethnic backgrounds. As the company's head of human resources, Karen Parkin, was accused of bungling allegations of racism, her reputation was ruined. Without her departure, the probe would be halted.
Instability in the domestic market
Businesses must do all in their power to defend their home market. Adidas has been ignoring its market for a long time, which has allowed Nike to expand its market share. In January 2020, Nike sales in Germany will surpass those of Adidas for the first time in the country's history. Even though Nike's European sales are expected to hit $10 billion by 2020, Adidas is losing significant markets in Europe (Ronald, 2022).
Opportunities of Adidas 
E-commerce
In the last few years, the number of individuals who shop online or use e-commerce sites has grown tremendously. When Adidas integrated Instagram's checkout feature into its distribution system, online sales increased by 40% in the first quarter of 2019, suggesting that Adidas may replicate this success on other social media sites like Facebook and Instagram (William, 2021). The onslaught of the pandemic has made consumers more reliant on online stores and reduced their interest in brick-and-mortar stores, which is great news for Adidas because of its strong online presence. The online sales of this company had doubled during COVDI-19 (SportsPro, 2022). 
Expansion of the Sportswear Industry
Demand for athletic goods and assortments is expected to continue to climb, as the popularity of sports and fitness shows no indication of slowing down.
Researching and Investing in Advanced Materials
New synthetic fibres have been developed that are better and more beneficial than the previous ones. Adidas may gain a competitive edge through increased and ongoing technical discovery and development of new materials.
Yoga Pants Culture
Raised health awareness and changes in consumer preferences and interests have increased sales for sports-related items. The "yoga pant culture" reshapes the sportswear sector (William, 2021).
Sporting goods diversification
There is always room for new products, even if Adidas offers a wide range of offerings. Adidas, for example, may set itself apart from Puma and Nike by offering sports equipment such as tennis rackets, hockey sticks, and golf clubs as part of its product line (Jack, 2022).
Intensification on a Global Scale
Adidas believes that the rapid expansion of new nations in Africa, South America, and Asia offers exciting development opportunities. An excellent example of this is Adidas, which now has over 12,000 shops in China and intends to open an additional 1,000 this year (William, 2021).
Threats to Adidas 
Competition
There has been an increase in competitiveness due to globalisation and technological advancements, which have enabled smaller enterprises to join and capture the market. As a result, Adidas faces stiff competition from established brands like Nike, Under Armour, and Puma and threats from new entrants (William, 2021).
[image: https://bstrategyhub.com/wp-content/uploads/2019/12/sdffg.jpg]
[bookmark: _Toc98767078]Figure 4: Most wanted sneaker of the people
Source: (Mathew, 2022)
Rapid Growth and Adoption of E-Commerce
As e-commerce expands fast, Adidas' key competitors, Nike and Puma, might face competition if they adopt it early (Jack, 2022). The growth of e-commerce increased significantly after the world learnt more about its convenience during the covid-19 outbreak. So, the company must adopt faster to stay ahead of the competitors. 
Supplier's Predominance

Suppliers have more negotiating power than Adidas since they outsource much of their product manufacture (Forbes, 2022). With its significant suppliers wielding influence, Adidas is susceptible to being held hostage by them.
Infringement of trademarks

A trademark dispute regarding Adidas' three-stripe logo was dismissed by the General Court of the European Union in 2019, leaving the company open to copycats' attempts to duplicate its design.
Progress in technology
The threat posed by adversaries increases as their technical capabilities advance. According to this analysis, a more technologically advanced competitor like Nike might pose a more significant threat to Adidas (Adidas, 2022).
Global Economic Uncertainty
Like every other business, Adidas is affected by economic downturns, which results in lower sales. In the first three months of 2020, the company's net income dropped by more than 90% due to recent events. Adidas might suffer a $1 billion loss if the current economic climate prevails. The world wasn’t ready for the covid-19 pandemic which devastatingly hurt the global economy, resulting in the company counting heavy losses. Therefore, people had reduced their spent on fancy items results in financial loss of this company. 

[bookmark: _Toc100449829]VRIO Analysis of Adidas 
VRIO is an abbreviation meaning Valuable, rare, inimitable, and organised. These four phrases reflect the four fundamental competency attributes that may assist businesses in gaining a stable and sustainable competitive edge. The following figure represents the VIRO framework:
[image: VRIO Framework EXPLAINED with EXAMPLES | B2U]
[bookmark: _Toc98767079]Figure 5: VIRO framework
Source: (B2U - Business-to-you.com, 2022)


The VRIO analysis of Adidas are presented below:
[image: ]
[bookmark: _Toc98767080]Figure 6: VIRO framework for Adidas
Source: (Self-made)
Product Excellence
Product quality is a crucial driver of a company's competitive advantage. It assists businesses in establishing and maintaining a competitive edge. Brands that consistently emphasise product quality might achieve incredible popularity and customer loyalty (Miller, 2022).
Product Range
Companies cater to a wide range of consumer categories. However, although a diversified product offering produces better revenues and profits for consumers, it also allows businesses to service a wider variety of client groups. Adidas provides a wide selection of items in a variety of pricing ranges. The firm primarily targets the younger generation, although it also offers items to people aged 45 to 65 (Miller, 2022).
Marketing
Marketing is also a significant source of competitive advantages for businesses in various sectors. Marketing has played a significant role in helping organisations generate massive growth, exceptional sales, and a solid competitive advantage across practically every sector, from fast food to fashion and technology (Jurevicius, 2022).
Manufacturing Ability
Manufacturing and supply chain planning are also important sources of competitive advantage for companies and may help them consolidate their industry position to keep manufacturing costs low.
Customer Satisfaction
In the twenty-first century, customer experience is critical for organisations. Companies have increased their attention on customer experience since it increases customer loyalty and revenues (Miller, 2022). Adidas invests in innovation, marketing, and product quality to preserve client loyalty. Aside from that, it guarantees that the organisation provides the most excellent possible experience to its clients at all contact points. The corporation has outsourced virtually all of its production to third-party suppliers to remain competitive.


[bookmark: _Toc100449830]External Environment Analysis of Adidas:
[bookmark: _Toc100449831]PESTEL analysis:
It is a strategic framework for assessing a company's external environment by dividing it into political, economic, social, technical (including information technology), environmental (including environmental protection), and legal issues. The PESTEL framework may be used to evaluate a company's business strategy in terms of the advantages and disadvantages it may have (Libguides.libraries.wsu.edu, 2022). As part of the PESTEL framework, an extra review of environmental and legal concerns is conducted, hence broadening the scope of the PESTEL strategy framework.
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[bookmark: _Toc98767081]Figure 7: PESTEL analysis
Source: (business-to-you.com, 2022)
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The author will examine the fundamental analysis of Adidas in this part and how macro-environmental variables affect the world's largest sportswear company.
Political Factors Impacting Adidas
Foreign Trade Import and Export Tariffs
Adidas' athletic goods find their most tremendous success in the United States (Shaw, 2022). Nationalist and anti-immigration policies were the hallmarks of the Trump administration. On all Chinese products, the Trump administration has imposed duties. Adidas products are manufactured in China. When a company sells its goods to China, the products are seen as being created in China by the general public. As a result, the company has to pay more taxes, which raises the product's price (William, 2022).
Regulating the Supply Chain
When it comes to the distribution of Adidas products, the company is a global multinational enterprise. Different countries have different supply chain restrictions and international trade laws. As a result of the requirement to adhere to many nations' supply chain rules, the product's price has grown, and the supply chain has become more complicated (Worthington and Britton, 2018).
Economic Factors Affecting Adidas 
Due to Covid-19, the economic downturn
The global recession has been triggered by the worldwide outbreak of covid-19 and the shutdown of large corporations. Even though 2020 and 2021 are drawing to a close, businesses worldwide are still not running at full potential (Forbes, 2022). Even though Adidas is a well-established brand, annual sales and net earnings have decreased significantly. Macrotrends.net estimates that Adidas's 2020 revenues will be $22.63 billion. 0.529 billion dollars in net profit were generated after all costs were deducted (Adidas, 2022). Yearly sales and net profit for the brand fell by 12.83 per cent and 75.31 per cent, respectively, in the year 2020.
The Value of a Dollar at a Specific Time
Adidas uses the euro as its currency when transacting with other European countries. All transactions with the company's Asian manufacturers and other countries outside the United States are made in US dollars (Forbes, 2022). It happens every day. Every day, the company has to deal with varying currency exchange rates. Due to the economic depression and the epidemic, the currency rate fluctuates. With millions of people affected, a slight shift in the US dollar and Euro exchange rates may significantly impact (Shaw, 2022). Due to the covid-19, the value of the dollar had reduced as financial transactions were almost halt which impacted the value of the goods around the world and the company needs to face financial loss. 
The local market is experiencing economic difficulties.
Sportswear giant Adidas has operations all over the globe. Interest rates, inflation rates, unemployment rates, and many other factors vary per country. The purchasing power of consumers is severely reduced as a result of such economic issues (Shaw, 2022). People reduce their spending when their buying power is low. As sales diminish, the company suffers a drop in profits. This is what happened in the latter months of the epidemic. 
This is something to do for fun.
It is possible to buy needs and frivolities. Sports and physical activity are not necessary for everyone. Only the wealthy and well-off could afford to indulge in the luxury of exercise and sports clothing. Lower-middle and working-class people do not have to have it. People's perspectives on a product are influenced by its status as a recreational item (Forbes, 2022). Customers were less inclined to buy sports equipment during the outbreak since they did not think they were vital.
The Problem of Fake Goods
CEO Roasted claims that roughly 10% to 20% of Adidas' products in Asia are fake or counterfeit. Many Asian third-party merchants produce low-quality Adidas-branded products and resell them on the market for inflated prices. They are prepared to pay a higher price (Shaw, 2022). Besides, during covid-19, many companies started selling and manufacturing fake goods in the name of Adidas which had reduced its market value to a greater extent. This problem has mainly occurred due to the disruption of the supply chain (The Irish Times, 2022). 
Social Factors Impacting Adidas
Customer with Health Conscience
Fitness and wellness activities have been more popular in recent years. Nowadays, people participate in a wide range of health and fitness activities, including golf, the gym, running, Etc (Worthington and Britton, 2018). Sports shoes and gear are required for this kind of exercise. Adidas' utility and financial viability are on display here. The epidemic and the lockdown due to Covid-19 have confined people to their homes. After things stabilise, they will immediately engage in outdoor pursuits (Forbes, 2022).
There will be no outside activities.
People have been restricted to their houses due to the covid-19 pandemic's lockdown and shutdowns (Shaw, 2022). Many people have lost their jobs as a result of the outbreak. They have just cut down on the necessities of life. Cutting down on their gym and clothing spending is part of it.
Programs to help the community
Adidas cares about the people in the places where it operates and about the well-being of society as a whole. Several community aid programmes have been launched even by the company itself to improve the health and well-being of its neighbours (William, 2022).
Technological Factors Impacting Adidas 
Changing with the Times
In today's fast-paced world of science and innovation, organisations must launch new products on a quarterly or annual basis to remain competitive. Adidas is slowly but surely encroaching on the market share (Adidas, 2022). Adidas' success may be attributed to the fact that the company has always kept up with the latest technology.
E-commerce Platforms
People have realised the value of e-commerce sites and digital retail stores because of the pandemic and company closure. E-commerce infrastructure has already been established by Adidas (Shaw, 2022). The product's sales have improved significantly due to the e-commerce website. The company was still able to continue selling products online and reduce the losses when physical stores were forced to shutdown during the covid-19 pandemic. 
Methods of Testing
Adidas has a reputation for producing high-quality products. The producer carefully tests a sportswear product with sports professionals and coaches before it is released to the public. A company's good is designed to enhance the performance of athletes.
Legal Factors Impacting Adidas
Loss of a Trademark
The General Court of the European Union invalidated the Adidas three-stripe emblem and classic trademark. Customer testimony that the three stripes logo was well-known to them was rejected by the court. The firm need it. Due to the trademark loss, the company is now more vulnerable to counterfeiting on the worldwide market (Shaw, 2022).
Patent rights
For its part, Adidas has a strong intellectual property portfolio and a legal framework for protecting intellectual property. To reduce counterfeiting, design infringement and design copying for sportswear companies. It's not unusual to see counterfeit goods on the market. The company's risk reduction activities are aided by patent rights and legal protection.
Event and Celebrity Sponsorship
Adidas has a long history of promoting its products via the use of athletes and celebrities who serve as brand ambassadors. They bring thousands of adoring fans with them whenever they join a new organisation (Shaw, 2022).
Environmental Factors Impacting Adidas
Program for Low Waste
As far as Adidas is concerned, none of its manufacturing facilities produces products that are either restricted in quantity or harmful to the environment. Zero-waste efforts include Parley for the Oceans, Bio-steel Fiber, Adidas Formation Technology, Future Craft Loop, Dyeing Processes, and Sports Infinity. Reduce carbon waste and produce a more efficient product by using oil-based plastics in these endeavours.

[bookmark: _Toc100449833]Conclusion and Recommendations:
After accomplishing the report analysis, it is found that both the internal and external environment play significant roles in the operations of the selected company Adidas. Currently, the firm is facing many serious issues due to economic turmoil in the domestic and international markets. Besides, Covid-19 has created many obstacles in the growth and development of the firm. According to the analysis, the company is trying to increase the production capacity at low costs to expand the market share. Adidas has a strong market position after doing an in-depth pestle analysis. An environmental threat is posed by intellectual property rights such as patents and copyrights. The sportswear firm should focus on these challenges to lessen the risk. The management of Adidas now should consider every aspect of the internal and external environment before making any business decision if the company wants to thrive in its growth and development. 
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