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[bookmark: _Toc531000608]Executive summary

[bookmark: _GoBack]This report aims to outline the competitive and development strategies that Adidas as implemented to gain and sustain competitive advantage through the use of Porter’s generic strategies framework. This report also indicates the inherent advantages and disadvantages of the Adidas chosen generic strategy. The report aims to identify the need for strategies both at the corporate level and business level as well as the benefits from doing so. It is evident that there is a lack of academic literature surrounding Adidas strategical approaches and the implementations of them, therefore, this report aims to outline the main strategical approaches of Adidas as well as give recommendation into how Adidas can further improve their competitive advantages.

Adidas is a sports leisure equipment and clothes company which was founded by Adi Dassler in 1924, which are known for their athletic footwear. Adidas is also the largest sports manufacturer in Europe and second in the world. Adidas main competitors include Nike and Puma, Although Adidas has less of the market share to Nike. 

The main findings of this report indicate that Adidas implements a Differentiation generic strategy in order to a competitor with the likes of Nike as their focus is on creating a larger market share. Adidas has implemented this strategy in several areas to its operations including product differentiation as well as brand differentiation in order to achieve a bigger competitive advantage over Nike. Whilst this approach has major benefits this reports also indicates that there are many adverse effects of the strategy if implemented incorrectly or badly. This report has also found that one of the major disadvantages to differentiation is the inherent cost to establish the strategy, it is concluded that it takes a lot of time and money to implement this strategy.

Finally, this report also recommends Adidas to continue using the differentiation approach despite the potential disadvantages as it enables Adidas to compete with Nike as well as it complements their overall corporate growth strategy as it focuses on gaining a larger market share. 

[bookmark: _Toc531000609] 1. Introduction to Business Strategies 


Business strategies can be defined as a pattern in actions over time; for example, a company that regularly markets very expensive products is using a "high end" strategy. It can also be defined as a plan, a "how," a means of getting from here to there (Mintzberg, 1994). It can be argued that strategy is one of the fundamental approaches to sustaining a competitive advantage, without a clear and structured strategy aims and objectives wouldn’t be met. However, (Johnson, et al., 2011) argues that 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. This suggests that the overall aim of a strategy is to fulfil the stakeholder’s expectations, whilst this is true in many organisations that deploy strategies, organisations such as charities or small businesses still deploy strategies to fulfil other aims and objectives, an example of this would be deploying development strategies to increase organisational growth.

Competitive strategy can be defined as deliberately choosing a different set of activities to deliver a unique mix of value (Porter, 1996). Therefore, it can be argued that competitive strategy is based upon competitive position, differentiation between yourself and your competitors as well as adding value to the consumers. Porter identifies four key areas of competitive strategy which can be defined as differentiation, cost leadership, differentiation focus, and cost focus. 
 
(Porter, 1996) defines strategic management as the understanding of the strategic position of an organisation, making strategic choices for the future, and managing strategy in action. (Gamble & Thompson, 2007) identifies two main reasons why strategic management is vital to organisations. Firstly, they identify that higher management shapes the way in which the organisation conducts business. Secondly, they identify that a strategy-focused enterprise is more likely to be a strong bottom line performer that a company whose management views strategy as secondary and puts its priorities elsewhere. Therefore, it is evident that strategic management is vitally important to an organisations effort in achieving a competitive advantage as well as sustaining it.  

[bookmark: _Toc531000610]1.2 History of Adidas
  
Adidas is a sports leisure equipment and clothing branded company, Adidas specializes in the design and manufacturing of footwear, sportswear, sports equipment. Originally, Adidas was known for its athletic footwear, however, as the company developed and positioned their self in the market they expanded greatly into other products such as toiletries and clothing (Robinson, 2017). According to (Adidas, 2016), the origin of Adidas started in a small town in Bavaria, Germany. After first steps in his mother’s wash kitchen, Adi Dassler registered the “Gebrüder Dassler Schuhfabrik” in 1924 and embarked on his mission to provide athletes with the best possible equipment.
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Corporate strategy can be defined as the overriding question to what a business wants to achieve, an example of this can be overall growth, stability or retention (Sage, 2017). This also suggests that corporate strategy refers to the overall organisation’s goals and objectives. Corporate strategy is also argued as a plan to hit a specific target needed to achieve business goals (Leonard, 2018). Adidas’s corporate level strategy consists of a mission statement that deliberates, 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 (Adidas, 2018). 

It is also evident that Adidas has adopted an intensive growth strategy, this strategy can be defined as a strategy that focuses on gaining a larger market share. There are four main growth strategies, diversification, product development, market penetration, and market development (Ansoff, 1965). In the case of Adidas, it is clear that they have adopted most of these growth strategies at some point of the brand's lifecycle. Currently, they focus on market development and product development as they are already a big brand in their current market. However, when Adidas first launched their clothing range, they were heavily focused on market penetration. It is also suggested that the competition in their market from the likes of Nike forced Adidas to adopted a growth strategy to increase their market share. 
[bookmark: _Toc531000613]
2.2 Business Level Strategy

According to Garcia (2018), Business-level strategy focuses on how to attain and satisfy customers, offer goods and services that meet their needs and increase operating profits. To do this, business-level strategy focuses on positioning itself against competitors and staying up to date on market trends and technology changes. Porter (1989) argues that there are four generic business level strategies that can be implemented by organisations to gain competitive advantage, they consist of, cost leadership, cost focus, differentiation and differentiation focus. In the case of Adidas, it is evident that they have adopted a differentiation generic strategy. However, it can be argued that Adidas has adopted elements of cost leadership in their supply chain as their manufacturing costs are low due to their efficient producing methods.  

Sharp & Dawes (2001) identifies differentiation as when a firm/brand outperforms rival brands in the provision of features such that it faces reduced sensitivity for other features (or one feature). It can be argued that Adidas has chosen this strategy to best suit their overall organisational aims and objectives, it is also clear that differentiation strategy complements their overall growth strategies as it focuses on gaining a larger market share. Therefore, Adidas has implemented these strategies incoherence to enable them to gain a strong competitive advantage.  
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Figure 2.1 – Porter’s Generic Strategies Source: (Porter, 1985)
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Porter’s generic strategies model consists of four main strategies that influence competitive advantage. The model as depicted in figure 2.1 suggests that cost leadership and differentiation are broad strategies, meaning that the focus of the strategy is industry wide and cost focus and differentiation focus is narrow strategies which refer to a specific market segment. Therefore, it can be argued that larger organisations manly adopt broader strategies like differentiation due to their involvement in mass markets and smaller organisations implement narrow strategies such as cost focus to reflect their market segments. Porter’s generic strategies model has been one of the most influential theoretical frameworks for generations, its ability to clearly identify major influencing factors that affect competitive advantage.    

However, Jegers (1994) argues that Porter's theoretical framework is characterized by serious limitations from the perspective of both research methodology and managerial relevance. Jegers (1994) also reinforces that It is not suitable for an empirical description of multinational or diversified the firm's strategies. This suggests that there are more than just four strategical approaches to competitive advantage, for example, a hybrid approach between differentiation and cost focus is functional for many organisations such as Ikea which offer their consumers unique products at a low price point. However, Porter (1985) argues that the hybrid approach can have an adverse effect on competitive advantage, this position between strategies is called "stuck in the middle". This suggests that organisations that get stuck in the middle of one or more strategies are destined for failure as they will not gain any benefits from the strategy. This also refers to the inflexibility of organisations, for example, Blockbusters became stuck in the middle due to their competition such as Netflix differentiating themselves and taking movie rentals online. Blockbusters allowed themselves to become such in the middle as they did not adopt a strategy such as becoming the cost leader which could have saved them from going bankrupt. 
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As described in 2.2, It is evident that Adidas as implemented a differentiation strategy in order to sustain a competitive advantage over their competitors such as Nike. Therefore, it can be argued that the implementation of Adidas differentiation strategy was to be able to compete with Nike for a larger market share. Williams (2017) argues that when it comes to having a competitive edge over the premier athletic wear brands, Adidas has been able to maintain one through product differentiation. Not only does Adidas offer clothes for the runner who needs new workout gear for their upcoming marathon but they also offer top of the line clothing for the fashion-forward person who wants to turn heads at the next social event they attend. This suggests Adidas has implemented product differentiation which doesn’t focus on just the athletic consumers as you would associate with the brand but instead, focuses on the mainstream consumers that wouldn’t necessarily purchase their product. This is a major competitive advantage to Adidas as it not only helps to increase their brand image but also allows them to penetrate a new market, one in which they have the majority of the market share. However, a limitation to their product differentiation strategy is that their competitors such as Nike are able to adopt this approach themselves which can lead them gaining the competitive advantage (Pelham, 1995). 

According to Sutherlin (2015), Adidas has implemented a branding differentiation by collaborating with the celebrity and rapper Kanye West and producing one of the most influence and branding building products the Yeezy footwear. It can be argued that the Yeezy is Adidas most celebrated product which is not aimed at athletics when the product was launched it was already sold out in 12 minutes which was a major success to Adidas. Thus, the implementation of this product which could be consisted of product differentiation resulted in brand differentiation as Adidas can be associated with the high-end footwear fashion industry. It can also be argued that Adidas is mainly associated with the rapper Kanye West due to the collaboration, therefore, his influence has developed Adidas brand image.

[bookmark: _Toc531000616]2.5 Advantages and Disadvantages of Differentiation

Differentiation can be one of the most important strategies to create and sustain competitive advantage, a major benefit to differentiating a brand from its rivals is that it can create a distance in the marketplace between the brand and its competitors. This can be augured as a major benefit to differentiation as it helps to define the brand and set themselves apart from the competition, this allows the brand to gain consumer recognition, increase brand reputation and ultimately gain competitive advantage (Leonard, 2018). It can also be argued that creating distance in the marketplace can lead to a completely new market in which the brand has total market share, in the case of Netflix, their product and service differentiation lead to a completely new market of online movie subscription services which lead to many of its revivals not being able to compete in that market, Netflix continued to innovate further to sustain that competitive advantage which ultimately lead to their overall success.

However, it is suggested that the negative response to this benefit would be the organisation differentiating themselves too much, this could lead to an adverse effect on the brand as consumers might not be interested in the products or services that they are offering. In turn, higher costs could also be incurred when adopting a differentiation strategy as it takes time and resources to be able to apply diversification to a company’s operations (McIntosh, 2017).  According to Kokemuller (2018), another disadvantage of differentiation is the ability for competitors to apply their own differentiation strategy in accordance with your own. This suggests that the company that differentiates first takes all the risk, this could be the risk of over differentiating or over costly. Therefore, their competitors will be able to adopt their own strategy with the first company’s knowledge which in turn could lead to a better differentiation strategy.

It also can be suggested that a positive outcome of differentiation is it enables organisations to gain better creativity as well as innovation. Williams (2018) reinforces that differentiation enhances creativity, firms compete to create unique products or services that satisfy customer demands through differentiation. It can also be argued that differentiation through product development effectively enhances further innovation throughout the organisation as well as helping to sustain a flexible environment.
[bookmark: _Toc531000617]4. Conclusion 

It can be concluded that the importance of competitive and development strategies is inconsolable to organisations that seek competitive advantage. Porter's generic strategies model plays a significant part in the development of these strategies in organisations as well as serving the ability to clearly define these strategies. However, Porter's theoretical framework is critiqued by many academia due to the inherent lack of detail within its ability to define other approaches some organisations use to create competitive advantages such as the hybrid approach. However, Porter argues that the point in which an organisation fails to adopt these strategies is indicated as stuck in the middle or inconsistent strategies proves that they are destined for failure as they do not inherit the benefits from the strategy. 

It is also concluded that Adidas as implemented a differentiation approach to gain a competitive advantage which is evident in their focus on market penetration and product diversification. However, elements of other strategies are also present such as cost leadership in their supply chain. Therefore, it is concluded that although Adidas as successfully adopted a main generic strategy, they have also applied elements of others to complement their main approach.  It is also concluded that the use of generic strategies such as differentiation has major benefits to the organisations that adopt it, however, there are many adverse effects of the strategy that organisations such as Adidas that adopt them should understand. The development of a generic strategy should be used incoherence with strategic analysis to ensure the strategy meets the needs and position of the organisation.  Finally, the implementation of the strategy should be considered as the most important aspect of the strategy, although the strategy may seem the right one to choose for the organisation, many generic strategies such as differentiation incur costs initially.  

[bookmark: _Toc531000618]5. Recommendations

it is recommended that Adidas continues the use of differentiation in order to sustain a competitive advantage whilst still maintaining aspects of cost leadership which will ultimately help in cutting down costs which can be passed onto the consumer which in turn leads to more competitive advantage. Based on the findings in this report it is also recommended that Adidas focuses on the development of their strategical approaches through the use of strategical analysis tools such as PESTAL and SWOT to ensure they continue to implement the correct strategies that complement their aims and objects. 
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