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1. [bookmark: _Toc530643916]Executive Summary

Adidas are a sports/athleisure wear organisation that target all age groups but focus on those who are active. Adidas have been in the sportswear industry for over sixty years. (AdidasGroup, 2018)

Adidas follow the differentiation strategy and use this strategy in a variety of ways. Adidas use sponsorship, product differentiation and branding as a way to separate themselves from their competition. This is a positive strategy for Adidas to use but there is a chance to enhance their use of this strategy to ensure their position in the market. By improving aspects of their differentiation strategy, such as increasing their products to feature fitness watches, Adidas can secure their customers for the future. 

There are both advantages and disadvantages to using the differentiation strategy to ensure Adidas’ place in the market. The differentiation strategy can help to reduce competition by separating the brand from their competitors and can improve brand loyalty. As with any strategies, there are disadvantages. The differentiation strategy can be expensive to maintain due to a brand consistently trying to be innovative and separate themselves from the competition. It is also difficult for a brand to ensure that they are reaching customers desires. A customer may no longer decide that they need the products they purchase to be different, as long as they carry out the tasks required, i.e. shoes for running. 

It is necessary for the reader to understand that this report analyses only the differentiation strategy and does not view what other strategies that Adidas could use to secure their place in the market. 								  

This report recommends that Adidas should increase their development into the fitness wear/sports watch industry to ensure that they are meeting customer demands and helping society to improve our health. This report also suggests that Adidas should continue to help the environment by carrying out sustainable techniques to create their products. 
	

2. [bookmark: _Toc530643917]Introduction 
[bookmark: _Toc530643918]2.1 Report Remit 
The aim of this report is to discuss and identify the competitive strategy that Adidas use in their business to secure a competitive position within the market. This report will evaluate the strategies used and will inform the reader of the positives and negatives of this strategy, recommending what strategy may be beneficial for Adidas in the future. This report shall provide a brief background on the Adidas Group and will also discuss the Adidas Group and the strategy they use in their organisation. The report will provide recommendations for Adidas in the future. 

[bookmark: _Toc528614856][bookmark: _Toc530312796][bookmark: _Toc530643919]2.2 Background of the organisation
Adidas was established as a group by Adolf Dassler in Germany in 1949. The Adidas Group has consistently focused on producing and selling sports and sportwear for nearly 70 years. (AdidasGroup, 2018). Adidas is one of the major sporting goods suppliers in the industry, offering a range of products worldwide. The Adidas Group has a few core brands such as Adidas, Reebok and ‘Runtastic’ app technology. Adidas are well established and is the second largest sportswear manufacture in the world, after Nike. The Groups headquarters is based in Herzogenaurach, Germany and has nearly 57,000 employees worldwide. The group had an extremely successful year in 2017, generating sales of €21,218 billion. (AdidasGroup, 2018) 

Adidas focuses on the sports market and specialises in footwear, clothing and accessories. Adidas is an extremely popular choice with sporting teams and clubs, where the brand is promoted in a variety of areas such as running, football and tennis. In the 2017, World Cup, Adidas over took Nike, (11-10) with the number of teams they supplied with uniforms during the games. This success in securing 11 teams to sponsor mirrors their success with increasing their market share. (Weiss, 2018)

[bookmark: _Toc528614857][bookmark: _Toc530312797][bookmark: _Toc530643920]2.3 Definitions of Major Concepts
In order to complete this report on Adidas, it is vital to understand the main concepts in relation to strategy.  “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.” (Johnson, 2017, p. 4).  Strategies can help an organisation plan how they will reach their financial aims and customer reach. This can ensure the organisation reaches their targets and secures a positive place in the competitive market.  

Companies use strategies in a variety of ways. Business level strategies are intended to differentiate an organisations position from those of its rivals in the industry and to the five forces of competition. Business level strategy is used to ensure an organisation gains competitive advantage in the market share. Customers are the basis of how an organisation decides upon its business level strategy. The organisation must ask itself specific questions in relation to their company and their target market, such as who are the customers? What is the demographic and geographic of the customers? Discuss lifestyle choices and consumption patterns, what are the goods/or services that potential customers need? An organisation needs to ensure they meet a customer’s needs and satisfaction to stay in a positive position in the market (Porter, 2004). It is vital for an organisation to ensure a way of achieving a competitive advantage over their competitors in the market. Competitive advantage is ‘how a company creates value for its users which is both greater than the costs of supplying them and superior to that of rivals’ (Johnson, 2017, p. 210). The aim for competitive advantage is to increase market share by offering consumers better value for their products or services, by either improving quality or lowering the price. (Porter, 2004). When discussing business strategy, it is necessary to discuss Porters Generic Strategies. Porter suggested that there are generic strategies that can be used in business to gain a competitive advantage. Please see diagram below:
[image: https://s3-eu-west-1.amazonaws.com/tutor2u-media/subjects/business/diagrams/porter-generic-strategies-diagram.jpg?mtime=20150418103059][bookmark: _Toc528833983][bookmark: _Toc530395531]Figure 1 – Porters Generic Strategy - (Porter, 2004)











Porter came up with the business model that there are different competitive strategies, these area cost leadership, differentiation, focus and hybrid strategies (Johnson, 2017). For the purpose of this report, low cost strategy and differentiation will be discussed. 

Following the low-cost strategy, the aim is become the lowest-cost operator. This normally results in mass production, which allows an organisation to exploit the economies of scale. Economies of scale arise when a unit cost falls when output increases (Martin, 2010) As Porter discussed, low cost is a source of competitive advantage due to the control an organisation can take from following cost leadership. If product selling prices are similar, the organisation with the lowest cost operation will enjoy the highest profits. This will help the organisation to increase their market share. This strategy is suitable for organisations with little product differentiation and companies where branding is not extremely important. To follow the low-cost strategy, the operators must ensure they are extremely efficient and negotiate the lowest costs from suppliers. Companies that follow low cost strategy, focus on bulk buying their products at a low cost and then selling them to the consumer at a low price. The low prices attract consumers and therefore helps the company to increase their market share. (Martin, 2010)

Porter also debated the differentiation strategy. This strategy aims to offer a product that is different from a competitor’s product (Johnson, 2017, p. 210). The customer must value these differences in order for the customer to make the purchase of the product. Companies use a variety of ways to distinguish their products from their competitors. Companies use branding, higher quality and distribution channels as forms of differentiation. Branding is a very key factor to companies. It is extremely important for a company to have a strong brand image. A customer must be able to recognise a brand and understand the brand image. Primark is recognised as a low-cost clothing store, where consumers with a low disposable income can shop, while brands such as Gucci or Luis Vuitton are aimed at consumers with high disposable income. This brand image differentiates the clothing stores. Distribution channels are also a way to differentiate between companies and their products. Brands that only sell their products online make their products rare and in high demand, increasing their market share. (Johnson, 2017, p. 215)

Porter stated that low cost and differentiation are the two key ways of gaining advantage. If a company is neither low cost or differentiated then they become at risk of being stuck in the middle (Johnson, 2017, p. 219). Companies such as Morrisons can be stated to being stuck in the middle due to them lacking any real differentiation and not competing their prices with stores like Aldi.   In comparison to ‘the stuck in the middle’ idea of Porters model, the hybrid strategy is a strategy that uses differentiation and low cost to position themselves in the market (Johnson, 2017). Ikea is a brand that is a good example of a company that follows the hybrid strategy. Porter’s model does not consider the external factors surrounding the company, such as the state of the economy (Mekié et al, 2014)

[bookmark: _Toc528614858][bookmark: _Toc530312798][bookmark: _Toc530643921]2.4 Main Body
Adidas have chosen to follow the differentiation strategy for their organisation. Adidas have successfully utilised this strategy to ensure their place in the market against their competitors.  Differentiation strategy is used by an organisation to set themselves apart from the others who could be considered similar in the market. Adidas have a mission to win (AdidasGroup, 2018). Adidas encourage amateur and professional athletes to “Play to win!” and to “Be a leader!” The Adidas Group’s tagline “Impossible is Nothing”, (AdidasGroup, 2018) is well known and shows the importance of being determined and working hard for what you desire. This tagline demonstrates that Adidas will stop at nothing and outlines the company’s marketing strategy. The brand is built around sports and Adidas are dedicated to winning and strive to be the global leader in sportswear/athleisurewear industry. (AdidasGroup, 2018)
























3. [bookmark: _Toc528614859][bookmark: _Toc530312799][bookmark: _Toc530643922]Implementation of the strategy
[bookmark: _Toc530643923]3.1 Sponsorship
[image: ]To help differentiate the company from their competitors, Adidas have spent a large amount of time sponsoring events in the sporting community, such as FIFA, The Olympics and NBA. In these major sporting events, Adidas are extremely clever at maximising visibility of the brand. (See figure 2) Sponsorship is a form of promoting brand recognition. (Johnson, 2017) The Adidas logo is clear and highly visible, to those watching from the stadium/pitch or from the Television at home. By sponsoring large teams e.g. men’s football in the UK, Adidas are increasing their market share. Every year new football kits are created with a percentage profit going towards the sponsors, in this case of Manchester United the profit goes to Adidas (ManchesterUnited.com, 2018)  By using sponsorship as a form of differentiation Adidas are ensuring their brand is widely recognised and helps them to improve the view of their brand through the eyes of their customer.  Brand recognition is extremely important when a company is aiming to secure a positive place against their competitor and sponsorship is an extremely clever way to do this. (Johnson, 2017) Another aspect of brand recognition that Adidas use, is the power of celebrity influence. Adidas have entered into a deal with the Kardashian-Jenner-West family and have used these celebrities to improve their brand recognition (Forbes, 2018). The Kardashians are viewed as one of the most influential celebrities of our generation and have drastically increased Adidas’s product sales (Eytan, 2018). Using sponsorship Adidas have improved brand recognition to help differentiate their brand from their competitors. [bookmark: _Toc528833984][bookmark: _Toc530395532]Figure 2 - Adidas produce Manchester United Kits - (AdidasGroup, 2018)

[bookmark: _Toc530643924]3.2 Product Differentiation
Over time Adidas has proven itself to provide comfortable, high quality, stylish sportswear and practical equipment. Adidas is competing against retail stores for their place in the market. The high-quality products that Adidas provides helps to differentiate themselves from cheaper sports products such as unknown, smaller brands, sold in stores like Sports Direct. Product differentiation is only as ‘limited as a brands creativity’ (Johnson, 2017, p. 215).  Adidas have considered their competitors products and created a way for their products to be different. 



[bookmark: _Toc530643925]3.3 Branding
Branding is “a name, term, design, symbol or any other feature that identifies one seller’s goods or services as distinct from those of other seller” (AmericanMarketingAssociation, 2018)

In the case of Adidas, branding is important as they require to be differentiated from their competitors, especially Nike. The branding of an organisation conveys an image to the customer, it is vital for the organisations survival that an organisation has a strong brand image. When competition increases, products are often just sold purely on the price and value to the customer. This results in differentiation and branding being extremely important. The product needs a clear brand image and is also of value to the customer (Martin, 2010, p. 176). Adidas have worked hard to improve their brand. They have taken part in worldwide sponsorship campaigns, have influential celebrities endorse their brand and taking part in corporate social responsibility. 

Adidas have created a “Run for the Ocean campaign”. Adidas worked alongside Parley to help create a movement that would raise awareness through sport for the danger of plastic pollution in our oceans. Adidas wanted to raise awareness about the threat to marine life due to “man-made issues including pollution, waste and growing consumption” (AdidasNews, 2018). Adidas used this campaign to improve their brand image and also to help promote their creative products which uses plastic, found in the ocean as part of their ‘Adidas x Parley’ products. Adidas states “We are committed to phasing out the use of virgin plastic in our products” and they are creating products from “upcycled waste from beaches and coastal communities that is intercepted before it reaches the ocean” (Adidas, 2018). Campaigns such as this, where Adidas focus on helping the environment shows how strong a brand they are and will make customers more likely to purchase their products as they are carrying out positive ways to help our world.  
	
[bookmark: _Toc528614860][bookmark: _Toc530312800][bookmark: _Toc530643926]3.4 Advantages & Disadvantages of the strategy
Similar to all strategies, there are both advantages and disadvantages to the differentiation strategy. The positives of differentiation are that it can help to reduce competition and can improve brand loyalty. Using the differentiation strategy allows an organisation to ensure they can separate themselves from their competitors. This can encourage customers to purchase these products as they will benefit from a different ‘experience’ from using these products. Differentiation also helps to build brand loyalty. Developing brand loyalty can help an organisation to ensure their share in the market (Hooley G, 2012).  
Organisations can analyse previous sales and create statistics on what percentage of customers will repurchase. This is a positive aspect of the differentiation strategy. There are also disadvantages to the Differentiation strategy. The differentiation strategy can be expensive. Costs often outweigh the benefits of the products which then leads to less purchases and a reduced market share for the brand due to low sales (Drummond, 2008, p. 153)    
To be differentiated from their competitors, an organisation must be innovative which can involve a lot of time spent on design and marketing, which increases organisations costs. It is also quite difficult for an organisation to ensure aspects that make their products ‘different’ are not copied by their competitors. Another aspect that can make differentiation a difficult strategy to follow is the aspect that customer’s desires are consistently changing. Customer may not believe that a product has to be unique for them to purchase it so therefore differentiation becomes less important (Drummond, 2008). 	
These are limitations to the differentiation strategy and organisations must be aware of this as they continue to increase their market share. If a company continues to rely on the differentiation strategy without ensuring to study other strategies their competitors are using, they may end up losing their market share.  










				
4. [bookmark: _Toc528614861][bookmark: _Toc530312801][bookmark: _Toc530643927]Conclusion
Adidas are a strong brand with a high level of customer recognition and are currently secured in the market. However, the differentiation strategy can help an organisation in the short term, but the strategy is not viable in the long run due to customer’s demands and innovation with technology consistently changing. It is difficult for an organisation to ensure they are differentiated from their competitors at all times and this could cause Adidas to lose out in their market share. At the moment, Adidas are increasing their market share due to their involvement with celebrity influencers and also sponsorship (AdidasGroup, 2018). This is not a plan that can be relied on to ensure their place in the market as trends change and customers may not be impacted by who Adidas sponsor or who advertises their products.  Overall, Adidas are a successful organisation who are increasing their market share using the differentiation strategy. 




















5. [bookmark: _Toc528614862][bookmark: _Toc530312802][bookmark: _Toc530643928]Recommendations

From discussing the Adidas Group’s differentiation strategy in this report, there are a few recommendations to be made. It would be a requirement for Adidas to begin development into some technological products in the future. The world has become extremely smart phone and smart watch based, and with more and more people tracking their steps or heart rate for health reasons, (Karpman, 2016)  it is necessary for Adidas to secure their place in the market in the future by looking into developing these types of products. Although these products are similar to those created by other brands such as Nike or Fitbit, Adidas need to provide their loyal customers with an option to a product by their favourite brand. These fitness trackers are helping to improve customer’s health and is the next step in sportswear. 

Adidas are currently creating innovative products with Parley, designing runners with upcycled plastic. These products are improving customer perception of Adidas and the company should continue to be innovative and create products from recycled materials.  It is a recommendation for Adidas to continue using sustainable practice to produce their products. 
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