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1. [bookmark: _Toc531003990]EXECUTIVE SUMMARY
This report has set out to discuss the Business strategy of Adidas and its impact on the company as a whole.
Adidas is a German Multinational company that focuses on designing and producing  Sports clothing and ‘Sneakers’, for both a premium and lower priced market. Adidas is Nike's Main rival company.
Adidas utilize a Differential leadership approach to their business strategy.
Adidas have seen expansive high end sales in their luxury product range, Yeezys, out competing Nike in 5 of the top 7 highest grossing sneakers of the year. 
There sales for Yeezys are large but it is not known yet if they are a stable profitable product or just a highly unstable fad product.
Yeezys are highly profitable but they should also remain focused on producing lower priced items as they have proven to be a stable sources of income for the company over many years. Adidas should also watch their competitor for any sudden changes in strategy that could potentially undercut them.


2. [bookmark: _Toc531003991]INTRODUCTION

This document should help Identify the competitive strategy that Adidas have utilized in order to develop their current competitive position, as well as giving examples of actions they have taken to accomplish this strategy. 
Critically evaluate the competitive strategy that Adidas has utilized in the development of their competitive position. The evaluation should recognise the advantages and limitations of this strategy in the current environment. 
Make appropriate recommendations for ways forward for the organisation, based on the findings.


a. [bookmark: _Toc531003992]REPORT REMIT
This report will be analysing the Multinational Company, Adidas, Using porter's theory of generic strategies. Porter's generic strategies, Adidas will be compared to Nike in later sections of this document while it business strategy will be assess in earlier parts of this document. A conclusion will be reached discussing the successfulness of Adidas's business strategy and recommendations for the company's future will be made.

b. [bookmark: _Toc531003993]BACKGROUND OF THE ORGANISATION
Adidas is a multinational company founded in Germany in the 1920’S by Adolf (Adi) Dassler, they focus on designing and producing sports clothing including shoes, sports clothe and other sports accessories.
Adidas mission statement is it “is our mission to be the best sports company in the world. Best means that we design, build and sell the best sports and fitness products in the world, with the best service and experience. Best is what our consumers, athletes, teams, partners and media will say about us. Once people are saying that we are the best, market share, leadership and profitability will follow.” (www.adidas-group.com, 2018). They also have the following objectives that they want to achieve including creating an “authentic sports brand “,”Investments focused on highest-potential markets and channels”, “Creating a flexible supply chain: ”innovation, Focusing on sustainability” and “Creating long-term shareholder value”(www.adidas-group.com, 2018).

c. [bookmark: _Toc531003994]DEFINITIONS OF MAJOR CONCEPTS

What is strategy?

Strategy is an interesting concept, it appears that at large “There is no agreed upon definition of strategy describes the field and limits its boundaries.
 One common contemporary definition describes it as being about maintaining a balance between ends, ways, and means; about identifying objectives. This balance requires not only finding out how to achieve the desired ends but also adjusting ends so that realistic ways can be found to meet them by available means.”(Freedman, 2013). Freedman's definition of strategy could be applied to a wide variety of subjects from strategy in business to strategy in chess or war. His definition seems to consist of identify objectives and then to try and find a way to achieve them.

Davies definition of strategy differs from that of freedmen's, “Strategy is driven by its purpose, and its purpose is to achieve policy. Strategy must include a plurality of inputs, a multiplicity of options, and an ability to accommodate more than one possible outcome. 
But where policy is ignored or where there is no end-means linkage between policy and strategy, strategy has no means-end object. 
In these situations, strategy suffers from being a means without an end, an end in itself, or a means of achieving an operational end, rather than being a design or plan for achieving the company's policy goals and objectives.” (DAVIES, W., 2000.). Davies makes the argument that strategy in a business should be driven by the goal of achieving the businesses policy, assuming the business has an achievable end goal or objective a business can strive for in the scenario that it doesn't the goal becomes unachievable and the business is simply striving to increase its self exponentially.  
	
	


What is Business Level Strategy?

To get a better definition of strategy within the business sense of the word the term business level strategy should be discussed. Whittington states that "Strategy is the direction and scope of an organisation over the long-term: which achieves advantage for the organisation through its configuration of resources within a challenging environment, to meet the needs of markets and to fulfil stakeholder expectations"(Johnson, Scholes and Whittington, 2011). This definition is nice and clear, it is also reminiscent of the definition for strategy as stated by freedman, but focused on the business side of strategy.


What is a Competitive Advantage?

“A competitive advantage is an advantage over competitors gained by offering consumers greater value, either by means of lower prices or by providing greater benefits and service that justifies higher prices.”(tutor2u, 2018) Companies want to have a competitive advantage over their opposition, every company with a different style or different target market might consider getting a competitive advantage in different ways, a company like Adidas would want to get a competitive advantage over one of its main competitors Nike.

[image: ]To help a company like Adidas decide what kind of competitive advantage they might want to take (or to analyse what method they are taking), they may consult a method such as porter's generic strategies (see below)

(tutor2u,2018)Figure-2.1 Porters generic Strategies

3. [bookmark: _Toc531003995]MAIN BODY
If we look at Adidas through the lens of Porter's generic strategies we can analyse the company market position and profitability using its current marketing strategies. We should be able to determine Adidas strengths and whether they fall into cost leadership, cost focus, differentiation focused or differentiation leadership.(Porter, M.E., 1998)

Cost leadership

Cost leaderships is where a business tries to be the lowest-cost producer in the market.

To make the most of this strategy a business must work like clockwork everyone in the business must work efficiently to minimise waste and maximise production value. Incorporating technology and automation ,making use of their economies of scale and production methods such as JIT (just in time) will most likely be utilized in this process as they minimise the storage time needed, and the need for humans to produce the product keeping costs down.(Porter, M.E., 1998)

[bookmark: _5x7trpz44zhs][bookmark: _Toc531002771][bookmark: _Toc531003996]Cost focus 
[bookmark: _g41xxcumzwdh][bookmark: _Toc531002772][bookmark: _Toc531003997]Cost focus is when a business tries to have a lower cost than other producers in the same market segment or niche.
[bookmark: _t4m8jdj4u9ue][bookmark: _Toc531002773][bookmark: _Toc531003998] Production is on a smaller scale than cost leadership but it will have some of the same production strategies to save on waste and costs. (Porter, M.E., 1998)
[bookmark: _wt7jafbsp86v]
[bookmark: _d60wdooiwjko][bookmark: _Toc531002774][bookmark: _Toc531003999]Differentiation focus
[bookmark: _gw2i8shj8afn][bookmark: _Toc531002775][bookmark: _Toc531004000] Differentiation Focus strategy is based upon working within one or a few market segments and creating a product that is distinct from those of your competitors, and that the product satisfies more of the customers’ needs and or wants than the mainstream product, you can also charge a premium for this product if it is niche enough and if your customers have nowhere else to buy this product from as the product will have an added value to those few customers. (Porter, M.E., 1998)
[bookmark: _oe5jr8z9v2s6][bookmark: _Toc531002776][bookmark: _Toc531004001]Differentiation leadership
[bookmark: _trye7r3lplh1][bookmark: _Toc531002777][bookmark: _Toc531004002]Differentiation leadership, is when a business targets the whole market with a product that differs from the one currently used by the mainstream, by including new features or making the product better in some other way they hope to take a small percent of market share off their competitors.
[bookmark: _gqws189wbw8o][bookmark: _Toc531002778][bookmark: _Toc531004003] The product may cost more this is usually because the product is produced differently and may require extra research and development time or extra time being produced these all add to the final cost of the product. The business will make its product better in some way to its competitor to differentiate it , some methods include making it more durable , adding more features ,having a strong brand associated with your product or if it’s Fairtrade or organic.(Porter, M.E., 1998)

Adidas strategy

Adidas is an example of differentiation leadership. They utilise economies of scale, but they do not rely on a cost leadership strategy to compete with other companies, there strategies are based more on innovate higher-end products, they do of course sell average priced products but they specialise in innovations in the sport industry.
Their business and brand is built on persuading customers to become brand loyal and paying a premium for their products. (Carr, E.S. & Lempert, M., 2016)

Nike (Adidas’ main rival) has a very similar as Adidas but they tend just to focus on the high end rather than the more affordable price items so they don’t lower their brand value. Nike are number one currently in the market. (Frost, 2018). Since the release of the new shoe by Adidas, (known as Yeezys) there sales of high end good have skyrocketed to far surpass that of Nikes.

[image: ] 
(Frost, 2018) Figure 2-2 Dollars spent on sneakers
[bookmark: _GoBack]As you can see from the image above Adidas’ Yeezys have taken 5 of the top 7 spots in the Trainer market. Knocking air Jordan’s by Nike down a few pegs. If this trend continues Nike may soon lose its spot at the top of the Trainer market
Other sources have suggested that Yeezys success has been largely due to their attachment to Kanye west, Kanye is cleverly adding value to his sneakers by using his powers of social media influence and the powers of scarcity, “One of West's biggest strengths is his method of rolling out products in limited numbers. These build hype and sell out quickly. One hour after the Boost 350 sneakers went on sale for $200, for example, they were sold out in stores and online.
"Kanye is a master of social media hype. He's used his personality, plus smart scarcity and exclusivity models to build a cult brand," Lubin said. 
Because of this, his sneakers have also become an expensive commodity on the resale market. In 2015, the Yeezys Boost 750 in Triple Black was the highest selling sneaker in resale, selling on eBay for an average of $1,876, according to a survey done by fashion and sneaker blog Highsnobiety and Campless, a database for sneaker resellers. In fact, Kanye and Adidas' Yeezy collection accounted for six of the top 20 most valuable sneaker spots.
According to Lyst, the hype from his social media campaign provoked a 45% spike in search demand for Yeezy on its platform in the week after it appeared versus the week before. ” (Nike, 2018). These two factors could be largely responsible for the impact of Adidas Yeezys on the market.

This evidence also shows that Adidas is doing great work in the market they already had a strong presence in. They have expanded into the higher price luxury trainer market from the cheap and middle range trainer market .Taking on a market giant such as Nike isn’t an easy takes even if you are a large well established company.

The Pros and cons of using a Differentiation leadership approach

The main benefit of being a market leader is that, Economies of scale is implemented all over the business. Saving costs in areas such as human labour, buying, supplying, transaction costs, banking, market influence, managerial, and network economies. These in conjunction helps bring unit cost down dramatically (Riley, 2018).
[bookmark: _yi538qk5heqa]
[bookmark: _g3qe4mrrnp01]Another benefit of using a differentiation strategy is that the cost value of the product versus other similar products on the market is higher as it has created a perceived value among consumers as well as any potential customers. Differentiation is a strategy that focuses on value highlights the cost savings or durability of a product in comparison to other products.

 Differentiation leadership allows Adidas to compete in areas other than price, such as comfort or style. This allows Adidas to have a higher cost per item while keeping having a justification for high prices despite production actually being quiet inexpensive from the benefits gained from economies of scale.(Carr, E.S. & Lempert, M., 2016)
[bookmark: _qro2rev0t3tb]
Utilising a product differentiation strategy can help create brand loyal customers. This same strategy gains market share through perceived quality or cost savings may create loyalty from consumers. Only if the company continues to deliver a high quality item or service to customers. If a good brand Image is not maintained customers may turn to a competitor.(Frankiewicz, 2011.)
Focusing on creating a high quality product, even in a market where there are substitutes for the product may create the perception that there is no substitute for a particular item, this helps capitate the consumer with a sense of uniqueness within a product the iPhone or other apple products.(Randall, G., 2001)
The main downside of using differentiation leadership is that Adidas will have a higher chance of items failing to sell; this could be for many reasons, a competitor could have released a similar product that is slightly better than yours or there could be some glaring fault that was overlooked in production making the product undesirable. (Randall, G., 2001)

4. [bookmark: _Toc531004004]CONCLUSION
In conclusion Differentiation leadership is a good strategy for Adidas and they should keep using it for the foreseeable future. It has a myriad of benefits of maintaining and strengthening their brand while simultaneously generating a lot of profit per unit of their high end ‘sneaker’ range, and outperforming Nike Adidas's main rival. Using a different approach would not yield that same benefits that differential leadership does. Obviously leading the market also has the benefits that accompany economies of scale, these also benefit Adidas so long as they don't fall victim to diseconomies of scale within their business. If Adidas can sustain their current sales of Yeezys they are looking at out competing Nike within a few years where as if Yeezys are only a fad then market sales will return to normal next year.

a. [bookmark: _Toc531004005]RECOMMENDATIONS
b. Adidas should observe their sales figures of their new brand Yeezys to ensure that sales don’t fall suddenly after the first few quarters as this is a highly successful source of revenue for them as a company. 

c. Adidas should examine Nike for any new product development or changes in sales/ marketing strategies. As Adidas’s main rival they hold a large percentage of the ‘sneaker’ market, any sudden changes in the way they conduct business could mean drawbacks for Adidas.

d.  Adidas should also work on maintaining their range of lower priced products in case their premium products (Yeezys) suddenly falling out of favour with the consumers. Having a more diverse portfolio is useful for large companies such as Adidas as it helps stabilise the sales and profits of the business.
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