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Executive summary
This report will include the following:
· Determine the strategy adopted by Adidas
· Find an example of how Adidas has succeeded with this strategy
· Analyze factors such as the pros and cons and limitations of the strategy used by Adidas
· Through the analysis of the results of the study, the Suggestions for Adidas performance are put forward 

The materials in this report are from the official website of Adidas, textbooks and related literature .

In this report, adidas adopted the strategy of differentiation and diversification.For adidas, these strategies can be used to expand brand awareness, research on new products and invest in corporate social responsibility.

Limitations of different strategies:

Adidas' competitors are likely to copy adidas products and charge lower prices, which will result in adidas not having enough customer demand to generate revenue to compensate for the losses of its competitors.

Strategic advantages of differentiation:

Adidas can attract customers by producing unique new products or products with high quality and value, so as to maintain customer loyalty. As long as there is no substitute for the products produced by adidas, adidas can charge service fees or extra fees for its products.

Limitations and advantages of diversification strategy
This strategy has great risks, but it can allow adidas to increase revenue and sales, adidas can also understand the limitations of various strategies.

Summary and recommendations














[bookmark: _Toc4591]1.0 Introduction
[bookmark: _Toc25321][bookmark: OLE_LINK1]1.1 Report remit
· 
The research we are going to talk about includes:
· Determine the strategy adopted by Adidas
· Find an example of how Adidas has succeeded with this strategy
· Analyze factors such as the pros and cons and limitations of the strategy used by Adidas
· Through the analysis of the results of the study, the recommendations for Adidas performance are put forward 
[bookmark: _Toc9685]1.2 Backgrounds of Adidas
Adidas, a German sportswear manufacturer, was named after its founder, Adolf Dassler, and was registered as Adidas AG on August 18, 1949.Adidas features three parallel interbars.Adidas' classic slogan is “Impossible is nothing”, changed to “Adidas is all in” on March 2011.Adidas owns three series: Performance, originals and style .The core values of Adidas brand are honesty and credibility, responsible for receiving letters, inspiration, development and innovation, sincerity and candor, rich experience.Adidas hopes to employee's personal and family needs combined with adidas company business needs, so the adidas has come up with a plan, this scheme has a flexible work place and time, and have a family oriented services, and related leadership can make life and work with the world development phase equilibrium.
[bookmark: _Toc32499]1.3 Definition And Strategy
[bookmark: _Toc932]1.3.1  Strategy
It can be defined as "defining the fundamental long-term goals of the enterprise and taking action and allocating the resources necessary to achieve those goals." (Chandler, 1962)（P 43）


[bookmark: _Toc9314]1.3.2 Business Level Strategy 
The strategy at the enterprise level focuses on how to meet the needs of customers, provide products and services to meet the needs of customers, and improve the operating profit of customers.Enterprise strategy can be divided into two types: cost leadership and differentiation.(Porter 1985)(page 77)

[bookmark: _Toc22763]1.3.3 Organizational Strategy
Adidas is a business-level strategy. There are two other levels of organizational strategy: corporate-level strategy and operation strategies. 


[bookmark: _Toc19830]1.3.4 Strategic Management
It can be defined as making and implementing the main objectives and measures of the senior management of the company on behalf of the owners on the basis of resources, and evaluating the internal and external environment of the organization. (Nag, Hambrick, 2007)（P 73）



[bookmark: _Toc30224]1.4 Porter’s Generic Strategies
Cost-leading, focus and differentiation constitute strategic goal. . Three common strategies can be applied to any business or company."Companies have to choose between these three options or they're wasting valuable resources," porter said.（Porter 1980） described the relationship between cost minimization strategy, product differentiation strategy and market focus strategy defined by Porter. Porter (2004)（P 25 and P 19）

[bookmark: _Toc29572]1.5 Competitive Advantage 
If the enterprise organization structure, brand, labor efficiency, the scale of production, new product development, product quality, marketing, technology, credibility and management has various favorable conditions, it is a competitive advantage, enterprise competitiveness is the premise and basis of the sum of these favorable conditions, and enterprise competitive advantage, selling products, services, enterprise production and design of the enterprise competitiveness is the comprehensive ability to participate in market competition, the enterprise itself determines the competitive advantage of this ability.
Adidas' business model is very flexible. Adidas' franchise business model in China is also a good way to avoid the transfer of market risks to the domestic market. Adidas focuses on flexible business investment and cooperation in different markets around the world.If the consumer base stabilizes, adidas can stop recycling and franchise options instead of operating directly, which gives it better control over service quality.(Adidas 2018)
Competitive advantage defines two ways for enterprises to utilize competitive advantage, namely, differentiation advantage and cost advantage. Competitive advantage is the ability of an enterprise to allow an organization to surpass its competitors.Differentiation advantage is the way that enterprises adopt better services and products in order to defeat competitors.The cost advantage is that the enterprise USES the same service and product of low cost to defeat the competitor.Porter believes that companies need to keep their competitive edge and improve all the time.(Porter 1985)（P 26）








[bookmark: _Toc14225]2.0 Main body
Since it is a business-level strategy, Adidas is using it to join the market and finish with rivals .For example Nike and li ning.The following will analyze Adidas brand perception ,corporate social responsibility, differentiation strategy research development, limitations and advantages.
[bookmark: _Toc4002]2.1 Limitations of a differentiation strategy
[bookmark: _Toc20084]2.1.1 High business cost
Adidas adopts a differentiated strategy, That's why adidas needs to watch what its competitors do copying their new products. Moreover, the cost of implementing the differentiation strategy is so high. That makes it very difficult for adidas to rebuild a good brand image, which could take years. At the same time, Adidas faces the risk of a new trend. Adidas' costs are so high that it doesn't have enough customers to cover them. This could lead to a loss for Adidas. For each new product, Adidas spends a lot of money advertising social apps such as instagram and facebook.


[bookmark: _Toc25055]2.1.2 Risk
Adidas' new products are developed through differentiation strategy and its competitors may try to emulate, and itundefineds cheaper than Adidas.So what adidas needs to do is repeat and replace .Most of consumers consider this goods to be the equivalent of an alternative to the market at a low price. Adidas introduced a new product called Yeeze a few years ago. A few weeks later, the product was launched; other well-known brands, such as Nike, rolled out similar products. This is both a threat and a risk for Adidas. So when Adidas creates new products, it has to take risks.

Adidas uses a differentiation strategy to create new products, and its competitors may try to emulate, and itundefineds cheaper than Adidas. At that time, there was substitution and repetition. Many consumers consider the product to be the equivalent of an alternative to the market at a low price. Adidas introduced a new product called Yeeze a few years ago. A few weeks later, the product was launched; other well-known brands, such as Nike, rolled out similar products. This is both a threat and a risk for Adidas. So when Adidas creates new products, it has to take risks.

[bookmark: _Toc2343]2.2  strengths of a differentiation strategy

[bookmark: _Toc15141]2.2.1 No perceived substitute
Product differentiation requires an enterprise to focus on product design and quality, which can bring the market irreplaceable view. If the competitors of an enterprise produce the same products, consumers will think that the company's products are irreplaceable because of this view, so the enterprise can gain an advantage in the market.Such as,Adidas created a small white shoe called Superstar years ago, and other sneaker brands have followed suit. At present, most customers also think that Adidas white shoes are the only, only Adidas has this product.

[bookmark: _Toc2135]2.2 Brand Loyalty
Adidas needs to adopt product differentiation strategy if it wants to build brand loyalty among customers.Enterprises can improve consumer loyalty by providing consumers with high value and high-quality products.If cost saving and perceived quality strategies achieve the same market share, customer loyalty can also be improved..Adidas has created a lot of high-quality and unique products to impress consumers in recent years in order to improve customer loyalty. If adidas does not do so, consumers may choose the products of adidas competitors.

[bookmark: _Toc10033]2.2.3  Charge a premium
Adidas products and services can charge a premium. Because of Adidas high development and strong corporate image, it is full of confidence. In the absence of alternatives, Adidas can easily pass on higher costs from suppliers to consumers and help the company determine uncertain revenues by tracking loyal customers.









[bookmark: _Toc26503]2.3 Differentiation strategy of Adidas
Adidas offers a variety of products, including athletic shoes, sports equipment, men's skin care products and sports balls.It can help companies gain customer brand loyalty.And according to the construction of high-quality corporate social responsibility, it can be divided.They also distinguish between establishing a high level of corporate social responsibility.

[bookmark: _Toc32582][bookmark: OLE_LINK3]2.3.1 Research and development 
R & d refers to the development of new products and improvement of the existing processes or products of the company.Adidas needs to constantly develop new products to maintain customer loyalty.
The announcement comes weeks after Nike and Adidas unveiled their 2017Q2 results.The mainstream financial media at home and abroad, as well as well-known research institutions, have generally analyzed their market share in the global market, especially in North America and China, in the tone of "Nike meets a great challenge from Adidas".
According to the second-quarter results of Adidas, the company's net sales rose 20 percent year-on-year to 50.38 billion euros, while net profit rose 16 percent year-on-year to 347 million euros, including 25 percent year-on-year growth in North America and 27.7 percent in China.The beautiful growth can be attributed to the adi Originals retro fashion line and the tech-focused Boost series, and reebok, which has changed its Logo, is gaining brand recognition in the professional fitness community.

Just last year, Adidas announced its entry into the e-sports industry. Adidas signed a sponsorship agreement with TEAM VITALITY, a French e-sports club. The global e-sports industry is at its most intensive, even surpassing many traditional sports events.Sports goods and e-sports, which seem completely unrelated, Adidas has made the combination possible.

[bookmark: _Toc24440]2.3.2 Corporate Social Responsibility (CSR)
The meaning of corporate social responsibility is:
“Corporate social responsibility (CSR) is a form of self-regulation and corporate social responsibility (CSR) combined with business model. Corporate social responsibility policy is a self-regulatory mechanism by which companies monitor and ensure their active compliance with the legal spirit, ethical standards and national or international standards.” (Rasche 2017)（P 55）

Corporate social responsibility of adidas is :
Over the years, adidas' corporate social responsibility has been manifested in athlete training and grassroots sports promotion.
In August, Adidas signed a three-year cooperation agreement with the ministry of education to promote its grassroots soccer program.The plan is to have 20,000 primary and secondary schools featuring football in China by 2017.Adidas helps sports teaching through APP: “free campus football courses”. Every year, 6,000 sports school teachers attend training, and adidas also provides a lot of training equipment for schools.Adidas has played an important role in Chinese football, helping China play an important role in becoming a “soccer power” in the future.
[bookmark: _Toc29576]2.3.3 Brand perception 
The meaning of brand perception is
“Brand recognition is shaped by the sum of the customerundefineds experiences with your brand. In short, when people believe in what they get, they buy.” (Paul 2017)（P 77）

Give an example, Unlike professional sports brands such as Nike, Vans, seen by Adidas as a major threat to the popular price range, has been associated with youth culture since its inception, and its brand influence has increased significantly worldwide in recent years.Vans has only 12.14 million followers on Instagram, but the brand's thumb up volume and reviews are almost flat with Adidas, which has 20.81 million followers.According to the 2017 annual brand list published by CBN weekly, Vans was the third most popular sport apparel brand by 4.41 percentage points.In the sneaker space, Vans is well versed in balancing the high and low end of the market, with brands already selling part of their shoe line at luxury department store Nordstrom.For example, Vans' new Mono sk8-hi Reissue Zip high-top shoes are already more popular than the Converse sneaker at $80, compared to $50 for its classic unlaced Vans shoes.And depending on the style of Vans sneakers, the lowest end of the range costs no more than $45, leaving brands to amass large groups of teen consumers.Some consumers have pointed out on instagram that contemporary young people prefer the VANS style and that VANS is cheaper and will not buy Adidas sneakers.

[bookmark: _Toc22677]2.4 Differentiation Strategy
The core of differentiation strategy is to create a unique image and value in consumer psychology. Differentiation strategy is also the significant difference between a company's products and its competitors. Differentiation strategy also has differences among enterprises, which is to highlight their own products and competitors' products.Differentiation strategy can make the company's products have significant characteristics, there are great differences compared with competitors.The core of differentiation strategy is to make the company's products have their own unique value, so the differences between companies make the company's products have corresponding differences.Companies can also charge a premium through this strategy, and consumers can gain benefits and value through better services and products.Therefore, companies should not reduce production costs, but pay more attention to product quality development and differentiation.










[bookmark: _Toc18467]3.0 Conclusion
Adidas uses the differentiation strategy, wins the competition successfully in the sports shoes market.
Adidas used differentiation, it shows that:
Adidas is very concerned about their brand reputation and Adidas' focus is that consumers can fully understand the high quality and uniqueness of the company's products and view the company's products from a positive perspective. Adidas also adds social responsibility to the company's brand value, which makes the company's products more valuable and high-quality.Adidas also invested heavily in research and development,
 Adidas gains advantages of differentiation strategy:
· Adidas creates a new product that customers see as unique and unaware of market substitution.
· Adidas can charge a surcharge on its products and services. 
· Adidas continues to provide customers with quality or high-value products and services to attracted more consumers. 

And  there are many limitations of different strategys Adidas have:
· Adidas rivals may try to imitate, which could seriously affect Adidas prices.
· Adidas' high costs mean it doesn't have enough customers to sustain production.

Adidas can gain the advantages and limitations of diversification strategy and Adidas must take more risks. It is also limited by different strategies, but it also generates better sales and revenue.














[bookmark: _Toc22022]4.0 Recommendations
· Adidas should create more unique shoe styles such as the new boost in other stores without improving or maintaining customer loyalty. 

· Adidas use diversification strategies to open up new markets.

· Adidas also has more opportunities to promote socially responsible activities, such as charity, e-sports and sports, to get more publicity.
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