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1. Executive Summary

Adidas are a brand who specify in creating sportswear and sports products. They were founded in 1924 and are the second biggest sportswear company in the world. As well as selling to the general population they create sportswear for football teams and people who compete in the Olympics. When looking at their strategy in accordance with Porter’s Generic Strategy they use differentiation. This means that they stand out from their competitors through the use of things such as the ways in which the market their products. It also means that they sell their products to everyone and do not have a niche market. There are advantages and disadvantages to using the differentiation strategy which will be discussed in this report, along with recommendations on how the company can improve their strategy. 
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2. Introduction
2.1 Report Remit
The main aim of this report is to analyse and critically evaluate the competitive strategy of the company Adidas. In order to analyse this company this report will include an in depth analysis of Porters Generic Strategy in accordance to Adidas. This will also take into account the current steps the company has made to achieve their current comparative position. Adidas’ current competitive position will be assessed through the use of analysing the advantages and disadvantages of the companies’ current strategy. Through this, recommendations will be generated. This will be done in order to better their strategy and help the company adapt and achieve a better working strategy. 
2.2 Background of the Organisation
Adidas is a clothing brand that was first founded in Bavaria, Germany in 1924. The initial aim of the company was to create high quality sports merchandise for athletes. This lead to the first success of the company, when in 1928 Lina Radke won a gold medal in the Amsterdam while wearing the Adidas brand (Adidas, 2018). Since the start of the company Adidas have created a brand worth 7.9 billion US dollars making them one of the world leaders in sports merchandise (Statista, 2018).  In March 2015 a new 5 year strategy was implemented called ‘Creating the New’. The main aims of this new strategy are to ensure ‘fast internal decision making’, to expand their 6 key cities and to ‘be the first sports company that invites athletes… to be part of their brand’ (Adidas, 2018).
2.3 Definitions of Major Concepts
Understanding the main concepts of strategy is an important factor when analysing a companies’ competitive strategy. Strategy can be defined as ‘the direction and scope of an organisation over the long term’ (Johnson, 1999). This is used by all businesses in order to meet the aims that a business has set. To be more specific with their objectives, companies will have a business level strategy which ensures the business can compete in their specific market (Johnson, 2007). This is where the business sets more detailed aims which will include how the business will differentiate itself from others in their market, for example through the use of their brand. The main aim of a strategy is to gain a competitive advantage, which is the ways in which a company ‘creates value for its users which is both greater than the costs of supplying them and superior to that of rivals’ (Johnson, 2007).  The business can achieve a competitive advantage through increasing their market share by creating products that are better value for money. This can be through either lowering their prices or improving the quality of their products (Porter, 2004). 
                                                                                                       
2.3.1 Porters generic strategy 
In the 1980’s Michael Porter put forwards the idea that the fundamental strategic options that were available to companies could be pegged down to four segments. This idea has been named Porters Generic Strategy Options (Porter, 1998). The four segments consist of primary sources of competitive advantage; cost leadership, differentiation, focus cost leadership and focus differentiation. Cost leadership is low cost products or services which are industry wide, meaning that the aim of the business is to be the lowest cost producer while covering a large amount of the industry. Businesses that use this type of strategy have a continual focus on cost reduction; however this does not necessarily mean that they have the lowest prices. The competitive advantage of this type of business stems from their efficiency in the way they operate (Porter, 2004). An example of this can be found in companies such as Lidl and Aldi. During the rescission people were trying to find ways to cut their general household costs in order to cope with the dip in the economy. One place people were making cuts were in their weekly shops. Aldi and Lidl saw this and ensured that customers were aware of their low prices, and advertised themselves as the cheapest. This worked and saw both supermarkets rising in the market. After the rescissions main dip, Lidl focused on showcasing that their cheap products were not cheap in quality, which caused customer retention. Aldi decided to make a different approach and sell speciality products (Spary, 2014). 
Differentiation is the different to cost leadership as their products aiming to be different rather than aiming to be low cost. They can do this through things such as having unique advertising or distribution channels. They also offer products that can be seen to be unique or better than competitors, usually through the quality of their products or service. These companies can often charge higher prices than competitors which can overall create a higher profitability (Porter, 2004). An example of this can be found on a niche online store called Etsy. Etsy focuses on niche handmade products and is a platform for small businesses to sell their products (Etsy, 2018). 
 The other two are focus cost leadership and focus differentiation, which are similar to the previous two however rather than being industry wide they focus on niche markets. This can be through having a specific target audience, be it aiming at different demographics or creating a specific product. Their competitive strategy could either be based on their niche, or having the lowest cost (Porter, 2004). An example of this can be found in stores which focus on custom products, such as customised suits. 

[image: https://s3-eu-west-1.amazonaws.com/tutor2u-media/subjects/business/diagrams/porter-generic-strategies-diagram.jpg?mtime=20150418103059]Figure 1: Porter’s Generic Strategies (Porter, 2004). 
If a company has an inconsistent strategy they could, according to Porter, become ‘stuck in the middle’ which could have a negative impact on the outcome of the business. Porter holds the belief that if a business tries to use more than one strategy technique then it can become stuck. This can cause the strategy to become confusing and due to this the business will not reach its aims. However, although this may be true in some instances it is not always the case. An example of a company being both differentiation and focus differentiation is Nike. Their company sells sports merchandise which has a very wide audience, but in 2017 they brought out the sports hijab, a product with a very niche market (Nike, 2017). According to Porter this would make them ‘stuck in the middle’ and would make the business’ strategy unclear. However in this case rather than limiting the company it has created customers, maybe even taking customers from their competitors. In this case Bowman’s Strategy Clock may be a better way to analyse their strategy as within this theory one of the sectors is called hybrid. This is a section where a company can be more than one thing and still run smoothly (David Faulkner, 1994).






3. Main Findings
Adidas use the differentiation strategy of Porters Generic Strategy as it is industry wide and it aims to be different from other companies. In 2015 Adidas implemented a new strategy with the main aims to expand their company through their key cities, becoming a faster at delivering products and through using athletes to be part of their brand (Adidas, 2018). By using athletes to be the face of their brand they are setting themselves apart from other businesses through their marketing. They are also aimed at a very wide audience as their products have a wide range and are suitable for any consumer (Porter, 2004). 
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Figure 2: Adidas’ strategy plan (Adidas, 2018)
3.1 Delivery
Part of the new strategy plan that Adidas implemented in 2015 is their method of delivering the products to consumers. Their aim is to be different from their competitors through their delivery methods and become the ‘first true fast sports company’.  This means that their main focus will be getting deliveries out as fast as they can which will encourage customers to purchase from them. With competitors such as Amazon changing people’s expectations of delivery through their same day delivery, Adidas want to step up their game in order to compete with Amazon on that level (Amazon, 2018). By doing this they will be different from competitors such as Nike and have a competitive advantage as some customers may chose the speed over the brand. Having next day deliver can cost significantly more, however if the company can create a same-day delivery then people will be willing to spend more to gain faster service. They also have the aim to ‘grow share of mind, share of market and share of trend’ which they will be doing through the use of their six key cities: London, Los Angeles, New York, Paris, Shanghai and Tokyo. They believe that targeting cities will help spread their brand across the world and this will therefore create more customers (AdidasGroup, 2018). They have chosen to make North America their priority as they hold 40% if the companies’ shares which makes it then area with the biggest growth opportunity. They will make this change through their marketing, people, point of sale and infrastructure. 
3.2 Marketing
One of the main aims for Adidas’ new strategic plan is to use celebrities to publicise their brand. This will make their brand stand out from competitors as well as brining in new customers. In 2015 NBA celebrity James Harden started endorsing for Adidas instead of their rivals Nike, as well as signing a 10 year deal with the University of Washington. This gave their business a competitive advantage as their marketing will reach a wider target audience. As well as using sports celebrities, Adidas have been using other celebrities to endorse their brand, such as The Kardashians. This broadens their target market not everyone watches sports which again gives Adidas a competitive advantage. Due to this it saw their brand sales in North America rise by 25%, compared to Nike only seeing their sales rise by 5% in the same year 2017 (Garcia, 2018). 
Another way in which Adidas have set their company apart from competitors is through the ways in which they create their products. They have recently 3D printed the sole of a shoe which means that the shoes can be more customisable. The use of this technology shows the differentiation strategy as no other companies are using this. It also allows their customers to customise their own products, as different designs can easily be changed and printed. 








3.3 Advantages
Differentiation as a strategy has its advantages. Differentiation means that the company is providing a service or a product that other companies are not, which will mean that customers will have to go to that business. Being differentiated and offering a product that is niche, will also mean that premium pricing strategies can be used. This means that the business will make more money for every item they sell. 
3.4 Disadvantages
 Although differentiation means that you can charge more per item, it also means that you will sell less items, as there will be less of a target audience. There is also a more market which makes it harder to compete in, as the business competes on the differences their product has. The business however will find it hard to compete on price. Adidas sells high quality products, but to many people the prices are too high. For this reason some may choose to buy off brand shoes from Primark instead of paying Adidas’ prices, even though they’re offering innovative and new products that are not available at Primark.                          












                                                                                                                                                                                             
4. Conclusion
In conclusion Adidas have a strong strategy plan and their use of a differentiation strategy is effective. They have strong advertising that sets them apart from their competitors as well as strong brand loyalty which ensures they keep their customers. Their current 5 year strategy plan is effective and has increased their brand sales. However this may not be viable in the long term as the business environment changes rapidly and within 5 years the rate of this change could mean that by the 5th year their strategy might not be relevant. They also have some products which have a niche market which means that they use both differentiation and focus differentiation. According to Porter this will lead to confusion within their strategy and make them ‘stuck in the middle’. Overall their current strategy plan is effective and if the company continue to use similar strategy techniques they can ensure their place in the market. 

4.1 Recommendations
[bookmark: _GoBack]After analysing Adidas’ competitive strategy there are recommendations that could be enforced to better their strategy. As they have brand loyalty they could venture into other markets, such as creating more environmentally friendly products by ensuring all their products are made from sustainable materials. This will attract a broader array of consumers and potentially create new customers. Also, as they can charge higher process they can ensure that there is fair pay which can eliminate sweat shops and unfair pay for the people working in factories. Another recommendation is that they create products that are less directed towards sports; the customers that are introduced to the brand through celebrities such as the Kardashians would be inclined to buy products that aren’t as sports related and this may be a way for them to expand their company. 
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