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Figure 1.1 – Adidas Product & People, Sustainability Strategy (Adidas, 2016)











1.0 [bookmark: _Toc531007568]Executive summary

The purpose of this report is to analyse and evaluate the competitive strategies currently used by Adidas. Adidas is a German sportswear company that was founded in 1940s by the Dassler brothers and is now known as one of the major sports manufacturers in the world. Adidas market their products under the brands of Adidas and Reebook with a main focus on shoes. Porters Generic Strategies was utilised in this report to determine the competitive strategy of the organisation. It was found that Adidas is using a differentiation strategy approach in order to be successful in a highly competitive market. This strategy is focused on delivering a product or service that is perceived unique by the customer. 
Furthermore, Adidas has implemented a Sustainability Strategy as part of their CSR policy, allowing them to be social and environmentally responsible. This is in fact, a part of their core values; Product and People. 
Using a differentiation strategy approach enables Adidas to charge premium prices whilst being competitive and sustaining customer loyalty. However, disadvantages with the strategy such as a constant change in customer wants and the risk of imitation was also found.
It was found in the report that Adidas have had a great success with implementing a differentiation strategy, enabling the company to produce new and innovative products.
It is recommended that Adidas continues to expand their product division to suit all target groups in the future. Further it is recommended that the organisation continues to develop their Sustainability Strategy, in addition to build on their current celebrity endorsement approach as well as recruiting influencers to promote their brand. 







2.0 [bookmark: _Toc531007569]Introduction
2.1 [bookmark: _Toc531007570]Assignment Brief
This report will identify the competitive strategy that Adidas have applied as part of their approach to improve their current competitive position. Furthermore, it will evaluate the advantages and disadvantages of that particular strategy in the current environment. Lastly, the author will make suitable recommendations for future growth of the organisation, premised on the analysis carried out in the report.

2.2 [bookmark: _Toc531007571]Background of the organisation
According to Adidas, (2018), they are a German sportswear company founded by Adolf and Rudolf Dassler in the 1940s. It is today known as one of the leading sports manufacturers in the world, alongside Nike. Adidas, according to Marketline (2018), operates across Europe, America, the Middle East, in addition to Africa and Asia. 
Their product range includes everything from shoes and clothing to lifestyle products. The company market their products under the brands of Adidas and Reebook, and their products are showcased in retail stores, franchises, department stores and online retailers. Their main focus is shoes, more specifically under the franchises of NMD, Stan Smith, Gazelle, Superstar and EQT, and much more. It was reported that Adidas revenues for € 21,218 million for the financial year ended December 2017
 (Marketline, 2018). 

2.3 [bookmark: _Toc531007572]Major concepts
This section of the report is included to provide context of the major concepts and models explained in this report. It will define the terms Strategy, Business Level Strategy and Competitive Advantage. It will further look into Porters Generic Strategies and discuss benefits and drawbacks for using such strategy models. 
2.3.1 [bookmark: _Toc531007573]Strategy
According to Nickols (2012) a strategy is the connection between set goals and concrete actions and refers to a combination of factors such as thoughts, ideas, experiences, goals and expectations. Moreover, business strategy is concerned with strategic decisions within an organisation regarding aspects such as competitive advantage and customer satisfaction (Surbhi, 2017).
According to Porter (1979) the core principle of strategy formulations is the ability to cope with competition as it is easy to view competition either too narrowly or too pessimistically. Furthermore, Porter suggested the competition in an industry is established in its fundamental economics and everything from customers to suppliers and potential entrants are competitors. 

2.3.2 [bookmark: _Toc531007574]Business Level Strategy
Root (2018) proposed that a business level strategy can be seen as a description of the tactics and methods to be used in order to manage a company as efficient as possible. Further it was suggested that a business is likely to lose customers if no effective business strategy in in place. A good business level strategy can arguably help the company utilise all resources efficiently and further help the company in gaining a competitive advantage over its competitors (Root, 2018).  Additionally, a business level strategy is concerned with individual strategies in individual industries in order to gain a competitive advantage and outcompete rivals in the marketplace (Amason, 2018).

2.3.3 [bookmark: _Toc531007575]Competitive Advantage
According to Porter (1990) to formulate a competitive strategy, a company must understand its environment in addition to consider its surrounding social and economic forces. 
Further Porter (1979) suggested that

“The goal of competitive strategy for a business unit in an industry is to find a position in the industry where the company can best defend itself against these competitive forces or can influence them in its favour” (Porter, 1979 p.4).
 
There are several ways of achieving a competitive advantage, however it is often measured by a cost advantage or a differentiation advantage. As a result, the company would be able to offer customers a product at a lower cost or with a higher degree of differentiation (Jurevicius, 2013). 
A competitive strategy is focused on how an organisation can achieve a competitive advantage and involves issues such as the costs and products related to the organisation. Moreover, competitive advantage is concerned with how a company can create value for its customers which is seen more beneficial for a company as customers will see sufficient value, preparing the customers to pay more than the cost of supply (Johnson et al 2017). 
2.3.4 [bookmark: _Toc531007576]Porters Generic Strategies
Most businesses struggle with finding a place within the market as a result of all the competitors. In order to develop strategies for pricing, marketing and fulfilment, business managers must consider the details of the market they are currently in (Leonard, 2018). 
Porter therefor developed three potentially effective generic strategic approaches to being able to compete and possibly outperform other companies within an industry.

· Overall cost leadership – This is a strategy used when a company project itself as the cheapest manufacturer of a certain product in comparison to its competitors. Implementing such strategy could be argued to be difficult as the company must constantly try to lower their costs in order to remain competitive (TET, 2018). Companies using this strategy is often seen to locate their labour in countries with a lower labour cost. Porter argued that a business using this strategy must aim to have the lowest cost compared to its competitors, as any company with a higher cost than the cost-leader are at risk of being undercut on price (Johnson et al, 2017). 

· Differentiation Strategy – This strategy is focused on delivering a product or service that is perceived unique by the customer. It relies on the relationship between the company and its customers. Differentiation often allows the company to charge a premium price. However, the process of creating valuable differentiation, may increase costs as it typically involves additional investments. It is therefore important that the company ensures that the additional costs of differentiation does not exceed the gains in price (Johnson et al, 2017).  There are various ways of differentiation, however, most companies strive to differentiate through product features, product design, manufacturing process or performance (Michael, 2018).

· Focus Strategy – The final generic strategy is concerned with focusing on a specific segment or buyer group (Porter, 1990). This strategy aims to target a narrow segment and customise its product or service to meet the needs of that specific group. This strategy comes in two variants, namely cost focus strategy and differentiation focus strategy. A cost focus strategy targets´ price-conscious buyers, who are looking for the lowest price possible. On the contrary, a differentiation focus strategy looks for specific needs where other differentiators do not serve so well. Focusing on one particular need helps to build specialist knowledge (Johnson et al, 2017). 

The above-mentioned strategies are alternative methods to deal with competitive forces, and it could be argued that a company that fails to develop one of these strategies or who implement more than one strategy is in a “Stuck in the middle” position. (Porter, 1990). Moreover, this is considered as an unfortunate strategic situation. Porter (1990) also suggested that a company in that situation lacks the market share and is likely of low profitability. 
However, there is evidence of companies successfully using a hybrid approach to their strategy. Hybrid strategies are seen as complex and should be pursued with caution as they need careful deliberations due to the fundamental balance between the different strategies (Johnson et al, 2017).























3.0 [bookmark: _Toc531007577]Main Body
3.1 [bookmark: _Implementation_of_strategy][bookmark: _Toc531007578]Implementation of strategy

It has been discovered throughout this research process that Adidas focus on differentiation strategy and continues to produce new products, services and processes which are seen as vital to be able to deal with their current competition within this specific market. Furthermore, Adidas has a great focus on meeting customer needs by constantly creating innovative products that is appealing to its loyal clientele (Mahdi et al, 2015). Adidas is a well-known and well-trusted brand which has resulted in a clientele that are willing to pay the necessary price in order to receive what Adidas offers. Their brand does not solely focus on sportswear and is seen to be a brand that can offer a wide variety of shoes, clothing and sports accessories to a large target group. Adidas is highly visible in sporting events and are sponsoring major athletes to produce the best products in the current market. Their differentiation strategy is clearly seen through their ability to offer a unique variety of clothing at moderate prices and they keep developing new and innovative features and products to the market. Their ability to successfully implement the differentiation strategy is what makes them succeed. (Williams, 2017). 

3.1.1 [bookmark: _Toc531007579]Product Differentiation
According to Kelchner (2018) product differentiations is a strategy used to differentiate a product from its competitors in order to gain a competitive advantage in the market. Furthermore, it is about the originality and uniqueness of products or services and tries to differentiate from other competitors (Sigh, 2016). As mentioned in section  3.1 – Implementation of Strategy, Adidas are successful in implementing this strategy due to its continuous ability to create new, innovative products whilst keeping a loyal clientele. 
Furthermore, the organisation is currently sponsoring different sports personalities such as David Beckham, in addition to sponsoring major sporting events such as FIFA, NBA and the Olympics. These are all ways to increase their product awareness and maintain their reputation of being one of the leading sports manufacturers in the world (Statista, 2018).

3.1.2 [bookmark: _Toc531007580]Brand Differentiation
Duckler (2018) suggested that brand differentiation have a direct effect on a brands short-term profitability and long-term viability. According to Martinroll (2018) celebrity endorsements could have a positive impact on the brand. However, for the collaboration between the brand and the celebrity to be successful, the credibility of the celebrity is crucial. Celebrities in advertising can help build brand awareness and position the brand better (Suttle, 2018).
Adidas uses celebrity endorsements to continue their success and use athletes and their influencing effect on people to their advantage. Celebrities such as Kendall Jenner, Karlie Kloss and Gigi Hadid are all Adidas and Reebok ambassadors assisting Adidas in reaching millions of potential customers by advertising for their products (Chung, 2017). Reebok being a separate brand owned by Adidas is seen as a less of an expensive brand, enabling Adidas to reach customers that would not necessary afford other Adidas products (Statista, 2018).

3.1.3 [bookmark: _Toc531007581]Corporate Social Responsibility (CSR)
Consumers often consider more than just the quality of a product or service when deciding on a brand. As a result, the majority of companies are prioritising implementing a Corporate Social Responsibility (CSR) policy, being a way for companies to take responsibilities for the environmental and social effects of their business operations (Caramela, 2018). Adidas stated in their 2015 Sustainability Progress Report that their core belief is that sport has the power to change lives, and the actions taken towards sustainability is directly influenced by their Sustainability Strategy. Their two focus areas are Product and People;








	Product
	People

	Water
The most endangered resource is also the most essential one. Their approach focuses on water efficiency, quality and accessibility. 
	Empowerment
The heart of the Adidas Group Strategy is its people, including factory workers, employees and consumers. Adidas focus on safeguarding its people´s rights, ensuring they make educated decisions and expose their true potential.

	Materials
Adidas is dedicated in driving closed-loop resolutions and extending the use of more sustainable materials such as recycled polyester and ocean plastic. 
	Health
Adidas´ Sustainability Strategy showed that sport has a direct link to contentment and health. Adidas strives to empower people across the globe to partake in sporting activities and being an educator and incubator on physical and mental health, consequently permitting them to lead a healthier and more content lifestyle.

	Energy
Adidas will continue to reduce its energy consumption, shift to clean energy and look into energy harvesting solutions. 
	Inspiring Action
Adidas will continue to harness the importance and power of sport to motivate and encourage people around the globe to take action, whether it is supporting employees in becoming mediators of change in their local communities or engaging with designers to drive innovations.
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Kielmas (2018) argued that a CSR policy increase the accountability of a firm and that 77% of all consumers think that organisations should be socially responsible.
3.2 [bookmark: _Toc531007582]Advantages & Disadvantages of differentiation strategy
In this section, the researcher will look at the advantages and disadvantages of a differentiation strategy. It is argued that customers often make purchasing decisions based solely on price. If a customer sees a brand as substitutable, it is understood that they make a purchase decision based on price, which in fact prevents a company´s ability to charge at a higher price. This causes lower product margins and reduces a brands profitability. It is noted that customers are less dedicated to brands they feel are undifferentiated. This may lead to a drop-in revenue, a reduced market share and may compromise the brands capability to persist (Duckler, 2018)

3.2.1 [bookmark: _Toc531007583]Customer Loyalty
Customer loyalty is known as the most pivotal factor in the success of an organisation. Furthermore, customer loyalty and satisfaction are essential for convincing customer to repeat purchase. Additionally, increasing customer loyalty within an organisation is seen as an economic prerequisite (Gefen, 2002). Furthermore, Haynes (2018) argued that to increase profits, having a differentiated offering that customers cannot find elsewhere is critical. Furthermore, it was argued that a differentiated offering could result in higher customer loyalty.

3.2.2 [bookmark: _Toc531007584]Ability to charge higher price
Woodruff (2018) suggested that premium pricing is a strategy organisation`s use when they wish to charge a higher price compared to their competitors. The aim with such a strategy is to generate a perception that the value of their product is higher than of its competitors. It is believed that marketeers want their customers to trust the brand name to reassure that their product is of more value than the competitor. Using a differentiation strategy has helped Adidas being able to charge a higher price than some competitors.

3.2.3 [bookmark: _Toc531007585]Higher costs
A differentiation strategy may result in higher costs for the organisation as they often focus on new and innovative products. This could mean a large financial output for designers and creating new designs. 
McIntosh (2017) suggested that when pursuing a differentiation strategy, a larger financial investment is required as this strategy involves more advertising in order to show consumers how the company differentiate from its competitors. 

3.2.4 [bookmark: _Toc531007586]Imitation
Well-established brands are often in danger of being copied. A research presented by Warc (2018) showed that participants failed to identify the real brand when presented with both an original and an imitation of a specific product. Kek (2017) supported this argument stating that a well-established brand is in great danger of being copied.

3.2.5 [bookmark: _Toc531007587]Changing customer needs 
Adidas aims to meet customer needs and wants by continuing to produce new and innovative products. However, as suggested by Simmons (2008), the postmodern consumer now wants both individualistic and communal brand experiences. Further it was argued that there is a slightly superficial and shallowness to the postmodern consumer. The constant change in customer needs and wants might therefore be considered a disadvantage to the differentiation strategy.




















4.0 [bookmark: _Toc531007588]Conclusion
To conclude, Adidas is one of the leading sportwear manufacturers currently using a differentiation strategy which is seen as highly successful for their brand in particular. This strategy enables Adidas to charge a higher price whilst having a loyal customer base from the very beginning. Adidas has a specific Sustainability Strategy as part of their CSR Policy in order to be more social and environmentally responsible. The core value of Adidas is Product and People, where they aim to be as sustainable as they possibly can and to empower their employees and consumers to be a mediator in their local communities. 
[bookmark: _GoBack]On the contrary, a differentiation strategy is not always seen to be beneficial as customer wants are constantly in change which it may lead to a higher cost for the organisation possibly resulting in loss of sales.

4.1 [bookmark: _Toc531007589]Recommendations

It needs to be noted that Adidas are doing well in regard to implementing their differentiation strategy and having sole focus on sustainability, however, Adidas focus on millennials instead of having a wider target market. It is recommended that Adidas expand their product division to suit all target groups. It is further recommended that the organisation continues to develop their Sustainability Strategy as this is seen to be highly important to their customers. Lastly, it is recommended that Adidas build on their celebrity endorsements approach by recruiting both celebrities and influencers to promote their products.
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