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Under Armour Company Case Analysis
Executive Summary
Under Armour (UA) Inc. isSportswear Company that distributes sports uniform, footwear and other sports accessories. The company was founded in the year 1996 by the current CEO Kevin Plank. The company has witnessed a dynamic growth over the past decades thereby increasing its popularity among the consumers of the footwear. The growth is evident both internationally and domestically. It is the second sportswear company in the United States having surpassed Adidas based on the recent information from sales. The CEO has the urge to make UA a global brand by surging its presence in the footwear global arena. The main source of revenue in the UA comes from footwear and Apparel. In the first quarter of 201, the sales increased drastically by 50%.UmderArmor also hired Peter Ruppe from Nike who serves as the company vice president. The company is still relatively new to the foot ear industry but the management have shown serious interest in promoting their brand by coming up with strategies that aims at promoting the shoe brand. Their sales are increasing at a very speedy rate despite being new in the market. The company's main target is the young people. The company has spent millions of dollars in acquiring the fitness app maker and MapMyFitness. This was one of the most successful types of investment. Additionally, UA has also launched an online community that has over 30 million potential customers. Under Armour has also invented exciting and innovative products and the current revenue is increasing. The company is in the path to excel in the near future. The company success is gaining the company a respectable brand all over the world and this gives hopes for future potential growth.
Mission, objectives and strategies
	Under Armour mission statement is "To make all the threats better through passion, design and the relentless pursuit of innovation". As a company the vision of Under Armour is to "Empower Athletes Everywhere".The UA four pillars of greatness, "MAKE GREAT PRODUCT, PROVIDE GREAT SERVICE, TELL A GREAT STORY, and BUILD A GREAT TEAM.
	One of the company keys strategies is to secure the endorsements of its products by the athletic leagues,top ranked sportsmen and the teams. Thisstrategyremain the most viable in the effort to maximizes t products because many of the customers are becoming familiar with its products as evidenced by some of the top performing athletes wearing them all the year round. The strategy was initially utilized only in the U.S but today it is gaining significance internationally. “We are introducing our performance apparel, footwear and accessories outside of North America in a manner consistent with our past brand-building strategy, including selling our products directly to teams and individual athletes in these markets, thereby providing us with product exposure to broad audiences of potential consumers.”(Drumellis, n.p).
	Marketing through the use of the fitness community is another strategy that is applied and this has been achieved through the acquisition of MyFitnessMap, a new digital fitness company that has over 80 million users. Together with MapMyFitness, the community is expected to increases to a number of about 120 million users.
Corporate Governance
The corporate governance committee is a standing committee that is made of the Board of the Directors. The main role of the committee is to
· To identify the members who are qualified to join the Board of Directors
· To recommend the nominee for the Directors in the AGM and to hold election to fill any vacancies on the Board.
· To oversee the evaluation of the Board and The Management.
The board serves from the best interests of the company and the set laws and regulations. The board is also assisted several committees. These committees are Audit Committee Charter., Compensation Committee Charter, Finance and Planning Committee Charter and Corporate Governance Committee Charter. The board of directors own a share of the stock of the company thus making them shareholders of the UA company. The directors of the company consist of both internal and external directors.
Kevin A. Plank is the Chief Executive Officer and Chairman of the Board since the year 2008.The CEO performs all the activities regarding to management an controlling the company. Bergman is the Chief Financial officer of the organisation which is in charge of all financial operations of the company.	
	Policies
	The UA customer service policy is to deliver products according to customer's satisfaction and value for money. The customer should also receive quality goods and is free to return as prescribed in the return policy. Returns for items purchased from Under Armour.com, app, or Brand House and Factory House store locations are FREE within 60 days with proof of purchase. Items must be in their original condition and accompanied by the original Under Armour proof of purchase.
	External Environment
Natural Environment
	The company makes intensive use of oil and coals which cause smoke pollution the environment. This pollution may pose adverse effects to the people living near the factory. Under Armour observes sustainability as an integral part of their strategy and it directlyrelates to the company's core values. Thecompany is actively seeking ways to improve the value of the customers they serve. That is, they are actively enhancing the usage of materials with the aim of healthier and cleaner environments (IBIS World). Sustainable Apparel Coalition (SAC) is one of the efforts that are made to minimize environmental impacts through the supply chain. Under Armour have the best policies in energy and climate management. However unlike, Nike the company has no information on its website concerning waste recycling. Activists have also targeted Under Armour for making clothes and footwear that destroy wildlife, forest and contribute to the abuse of human rights and cause pollution. Pollution as an adverse effect on the climate.
	Societal Environment
Economic 
	There is a declining retail market for consumers and the economic struggle which poses a potential danger for the UA which offers closely but unrelated products. Some of the supplies that are use by UA are commodities like the petroleum products and therefore a global rise in oil would cause price fluctuations. Price fluctuations poses an economic effect of increase in the cost of production that would lead to increase in product prices, Consequently this effect would cause a decline in sales and revenue.
Political
	Changes in the laws regulating business and companies have an adverse effect on the survival of UA. Government regulation in form of corporate tax rates dictates the price of its products. Political instability ions also a factor that would lead to decline in the company sales. All this are external factors that are beyond the control of the organisation. Under Armour does not have any patents or licence of some of the materials used to manufacture its products an so care must be taken when licensing agreements to ensure that companies do not adopt or steal their business methods or make imitated products. Political temperatures are another factor that directly affects the activities of the UA. Political uncertainty affects the markets leading to low profitability.
Technological
	Under Armour uses high tech synthetic fibres to come up with high performanceapparel that gives comfort, provides the control of temperature and gives flexibility to its users. The products are mainly tailored top increase performance by controlling the body temperature and keeping the users satisfied (Gaillen n.p). With the aim of managing stock and sales, UA has adopted a SAP system that will enable expansion of the future products. The latest technological innovations are of great importance to the company because it will help improve the quality of the brand thus increase its marketability
Social
	Products of UA are subject to taste and preferences by the customers. Under Armour has come up with expensive sponsorship to build the image of the company. Most of the people in the US love sports thus creating a market for the UA products. UA supplies most of the appareluses in sports in the U.S (BLS 2014). For instance, it supplies to teams such as the USA Baseball, NFL teams among others. Its products are usually closely related and non-essential.
	Task Environment
Threat of New Entrants 
	Since suppliers to this industry have significant price control and power, they can easily integrate forward, limiting the market share to existing companies. Capital investment to enter the market is relatively low, giving easy opportunity for new players to enter the market. Nike, Reebok and Adidas are new companies that pose a danger of actively competing with Under Armour.
Power of Buyers
	UA customers form the most significant part of its success. Mainly the buyers determine the revenues and thus the profitability. The customers of the products are mainly based in the U.S but over the years the market has expanded to other countries in Asia and South America (Morning Star). The E-commerce sector is well developed and has helped to increase sales through the use of mobile apps. Selling online helps to generate revenues with high margins. This gives the company a greater competitive advantage in its operations.
Threat of Substitute Products
	Nike and Adidas are the biggest competitors to UA products. Thus a slight price increase of the UA products would lead to a decrease in the demand for the products. Buyers would substitute UA products for Nike and Adidas. The closely related products cause a higher substitution effect. This is a danger that would cause a decline in sales of the UA products.
Power of Suppliers
Most of the UA products are manufactured using petroleum products. Price fluctuations in petroleum products significantly affect the company activities. Unsteady prices of oil products could cause a significant threat to the industry.
Rivalry among Competitors
	Nike and Adidas are the main competitors for the UA products. These two companies compete to dominate the market with aim of becoming the sole preferred apparel company. The competition is fierce and aggressive with each company setting unique strategies, doing intensive advertising to control a large market share (Infomine). This phenomenon yields rivalry among the competitors that is not healthy to the Under Armour considering the company is new in the market. The strategies applied by UA to increase its market share give the company a greater competitive advantage in comparison to its competitors.
Power of Other Stakeholders
	The company directors, the shareholders and the 15000+ employees are the most significant stakeholders. These stakeholders are the one that is affected by poor performance of the company. If the company makes consistent losses it needs to cut its labour costs, therefore, laying some of its employees (Hellman n.p). The CEO, Kevin plank relies on a highly self-developed organization to satisfy his needs and to ensure the company continues operating effectively.
	Internal Environment 
	The internal environment consists of the elements within the UA such as the corporate culture, current employees; management among other factors that define the behaviour of the employees.UA insists that the idea of teamwork is a greatervalue to the organization because of the environment that it operates in. Every employee of the organization can answer questions posed to him regarding his or her department. The CEO describes the sales and the marketing department asovenswhile e the manufacturing and distribution serves as a defense. The ICT and finance department forms the special teams within the organization. This kind of culture is encouraged by the organization because it promotes communication thus adding value to the organization. Another culture of the organization is that the company relies on human capital from high-quality professionals that are able to keep up with the dynamic industry and the competition found in the industry. The management strives very hard to ensure that the company is about people and only the right people are brought on board (Epson n.p). The company also boasts in taking the right leaders to propel motivating and promoting the employees. This is in the effort of retaining the team in the right direction as the company's goals and objectives. The company also engages in the best talent. Additionally, the company has an aim of increasing the stock price to a higher value to enhance the popularity of the brandname. When the stock price is high many shareholders will purchase securities from the company thus increasing its productivity.
	Marketing
	Marketing within the sports industry brings a large expense and it is a key component of any large player. Nike and Adidas dedicated large sums of money I their advertising campaigns (market leader Nike spent over $2.4 billion in 2011). In the year 2011, Under Amour spent around $168 million (BLS). The result and the impact of the sports marketing campaigns areimmeasurable but incredibly significant nonetheless. Becoming the main supplier of a team adds the legitimacy of the supplier and gives fans confidence in the products. The Under Armour applies the 4P marketing strategy.
1. Product
	It specializes in apparel for all the age groups but stillhas product lines for women, men and children of allages. Thefabric can be classified into cold gear, headgear and all seasongear. The diverse line of apparels is from the technology mix use in the production. Most of the clothing is made using microfibers that keep the body warm or cool as per the necessity. Otherproducts offered are backpacks, fitness devices, belts, sunglasses and protective gear.
2. Price
	The company applies value-based pricing because of the advanced quality of the products. Although the company has the threat of close competitors the offer closely-substitutable goods, the company is able to charge relatively higher price and is able to maintain the customer base. Under Armour outs emphasis on quality that is why its prices are slightly higher than that of Adidas and Nike.
3. Place
	In order for the products to reach the final customer, the company uses two distribution channels. The direct channel is applied through the use of company-owned Under Armour Stores and the shopping website (Drumlins 104). The website facilitates shipping to over 2000 countries in the world. Otherretailstores such as Brand House and Factory house containall the signature products. The company is trying to increase its global presence by focusing its growth on the potential emerging economies.
Promotion
	Under Armour does not outsource itsmarketing unlike other apparel companies Instead it retains its marketing strategies in the house. The company does personal selling at purchase points using salespersons, TV adverts and also online campaigns. Campaigns such as "I will" and “Basketball matters, community matters more” increased sales and also promoted an active public publicity for the brand and the company (Gairesn.p). Sales promotion is also done by offering coupons and discounts. It also provides free shipping for all the orders made exceeding $60 and also gives customers allot of promo codes to increase the online sales.
Table 1: The Under Armour market trend
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	Finance
	The table below shows the financials from the year 2011 to 2014. This financials are extracted from the revenues on the sales of the apparels, foot wear,and other products. The net revenues show a drastic increase, therefore, increasing the gross profit.




Table 2: Under Armour Financials
	

	
	
	
	


	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	 
	Year Ended December 31,

	(In thousands, except per share amounts)
	 
	2014
	 
	2013
	 
	2012
	 
	2011
	 
	2010

	Net revenues
	 
	$
	3,084,370
	
	 
	$
	2,332,051
	
	 
	$
	1,834,921
	
	 
	$
	1,472,684
	
	 
	
	,063,927
	

	Cost of goods sold
	 
	1,572,164
	
	 
	1,195,381
	
	 
	955,624
	
	 
	759,848
	
	 
	533,420
	

	Gross profit
	 
	1,512,206
	
	 
	1,136,670
	
	 
	879,297
	
	 
	712,836
	
	 
	530,507
	

	Selling, general and administrative expenses
	 
	1,158,251
	
	 
	871,572
	
	 
	670,602
	
	 
	550,069
	
	 
	418,152
	

	Income from operations
	 
	353,955
	
	 
	265,098
	
	 
	208,695
	
	 
	162,767
	
	 
	112,355
	

	Interest expense, net
	 
	(5,335
	)
	 
	(2,933
	)
	 
	(5,183
	)
	 
	(3,841
	)
	 
	(2,258
	)

	Other expense, net
	 
	(6,410
	)
	 
	(1,172
	)
	 
	(73
	)
	 
	(2,064
	)
	 
	(1,178
	)

	Income before income taxes
	 
	342,210
	
	 
	260,993
	
	 
	203,439
	
	 
	156,862
	
	 
	108,919
	

	Provision for income taxes
	 
	134,168
	
	 
	98,663
	
	 
	74,661
	
	 
	59,943
	
	 
	40,442
	

	Net income
	 
	$
	208,042
	
	 
	$
	162,330
	
	 
	$
	128,778
	
	 
	$
	96,919
	
	
	
	68,477
	

	Net income available per common share
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Basic
	 
	$
	0.98
	
	 
	$
	0.77
	
	 
	$
	0.62
	
	 
	$
	0.47
	
	 
	$
	0.34
	

	Diluted
	 
	$
	0.95
	
	 
	$
	0.75
	
	 
	$
	0.61
	
	 
	$
	0.46
	
	 
	$
	0.33
	

	Weighted average common shares outstanding
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Basic
	 
	213,227
	
	 
	210,696
	
	 
	208,686
	
	 
	206,280
	
	 
	203,190
	

	Diluted
	 
	219,380
	
	 
	215,958
	
	 
	212,760
	
	 
	210,104
	
	 
	205,126
	

	Dividends declared
	 
	$
	—
	
	 
	$
	—
	
	 
	$
	—
	
	 
	$
	—
	
	 
	$
	—
	


 

	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	 
	At December 31,

	(In thousands)
	 
	2014
	 
	2013
	 
	2012
	 
	2011
	 
	2010

	Cash and cash equivalents
	 
	$
	593,175
	
	 
	$
	347,489
	
	 
	$
	341,841
	
	 
	$
	175,384
	
	 
	
	203,870
	

	Working capital (1)
	 
	1,127,772
	
	 
	702,181
	
	 
	651,370
	
	 
	506,056
	
	 
	406,703
	

	Inventories
	 
	536,714
	
	 
	469,006
	
	 
	319,286
	
	 
	324,409
	
	 
	215,355
	

	Total assets
	 
	2,095,083
	
	 
	1,577,741
	
	 
	1,157,083
	
	 
	919,210
	
	 
	675,378
	

	Total debt, including current maturities
	 
	284,201
	
	 
	152,923
	
	 
	61,889
	
	 
	77,724
	
	 
	15,942
	

	Total stockholders’ equity
	 
	$
	1,350,300
	
	 
	$
	1,053,354
	
	 
	$
	816,922
	
	 
	$
	636,432
	
	 
	
	496,966
	


 
Research and Development
	The Under Armour uniforms helped the U.S skating team to win 4 medals.The skating teams were contracted for an additional 8 years deal.The company outsources its activities to its fans.Anyperson can submit his invention for the success of the team and the winner receives a contribution contract and also a cash prize.The crowdsourcing innovation added incentives to the company future (BLS).Nighttimejoggers shirts have been developed through crowdsourcing.Otherinventions are the air-conditioned shoes and headphones that could remain on a person's head even after experiencing a backflip. A mapmyfitness machine that is a GPS enabled fitness app creator has enabled the company to make more money on the software side. Under Armour also uses a different weed that is completely different from the other companies.
Operation and Logistics
Under Armour owns different factories and stores outside Maryland. This chain of stores is operated from the main office. The method of manufacturing is the same as that of the main factory. Distribution of goods ordered is mainly done through road or air to different part of the country. UA has a team of employees who manage daily operations of the warehouse. The team is responsible for monitoring the consumer orders, order tracking,and parcel delivery. Additionally, they are responsible for developing the automated processes to increase the efficiency of the system and also the external solutions (Empson, n.p) .Partner with the European DH and supply chain partners to optimize labour, efficiency, holiday/peak volume spikes, and reporting performance against SLA’s. The Operations and logistics department also serves as point person for shipping, warehouse,and logistics.
Human Resources
	The UA seeks qualified employees for its ever-growing European E-commercebusiness. This is inaccordance to the objectives of the company to instil operational efficiency and manage future operational enhancements. Thecompany requires highly motivated individuals to fill up the job positions and who are responsive, proactive and customer focused team. The right candidates also possess technical and problem-solving skills, management and organization skills and the ability to improve the overall operationalefficiency.
Information Systems
	Under Armour are the leading marketer, developer,and distributor of high-performance apparel. To support their dynamic growth, the company needs cost-effective and flexible information systems that can accommodate large retail channels and direct to consumer. The company has a warehouse management system (WMS) thus increasing the capacity and ordered fulfilment time (Gaille 125). The QC Software Order Management System was implemented in the year 2004 to control the ordered fulfillment processes. ERP systems. The ERP systems has over the years been the flexible, scalable and dependable solution to the UA's continued growth, long-term business plans,and the ever increasing market share.
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