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1. [bookmark: _Toc531031306][bookmark: _Toc419303684]eXECUTIVE sUMMARY
Reporting purpose：
Strategy is a very important issue for the company's development. Through the research on adidas strategy, the impact of strategy on business performance will be demonstrated.

Summary of company background information：
Adidas is a global listed company and one of the largest sports brands in the world.  The company's product portfolio is very wide, including the most advanced sports shoes and clothing, as well as bags, watches, glasses and other sports-related products and equipment accessories.

Summary of survey results：
Adidas has chosen differentiation strategy. They enhance their strategy by developing high-tech products, establishing deep communication systems between customers and companies, and centralized marketing in high-consumption cities.。

Adidas’ strategic advantages:
Sustainability from Unique Products
High customer loyalty due to product characteristics
Product characteristics can reduce competitors

Adidas’ strategic disadvantage:
Not everyone can accept unique products.
Competitors compete by imitating products with the same characteristics
Excessive research costs will reduce profits in other parts of the company

The information used includes:
Primary sources：
Literature
Data
Oral information
Secondary：
Yearbooks
Presentation
Periodical
Report form

recommendations：
Adidas needs to continue to enhance its marketing efforts and efficiency of communication systems for big cities.
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1. [bookmark: _Toc531031308]Report Remit
[bookmark: _GoBack]
Strategy is the most critical and important issue in the future of an organization. Strategies are also important for exploring several strategic choices. Carefully investigate each strategic choice before making strategic choices. By analyzing case studies and Adidas News, this study reveals strategies and their impact on corporate performance through rigorous and systematic efforts.

1. [bookmark: _Toc531031309]Background of the organisation

Adidas Group was founded in a small town in Bavaria, Germany. Adi Dassler registered the “Gebrüder Dassler Schuhfabrik” in 1924 and embarked on his mission to provide athletes with the best possible equipment. Gold medals in Amsterdam (1928, Lina Radke) and Berlin (1936, Jesse Owens) were first rewards and milestones.

On August 18th, 1949, Adi Dassler started over again at the age of 49, registered the “Adi Dassler Adidas Sports chuhfabrik” and set to work with 47 employees in the small town of Herzogenaurach.

Today, Adidas is a global public company and is one of the largest sports brands in the world. It is a household brand name with its three stripes logo recognized in markets across the world.

The company’s product portfolio is vast, ranging from state-of-the-art sports footwear and clothing to accessories such as bags, watches, eyewear and other sports-related goods and equipment. Employing over 46,000 people worldwide, the Adidas Group consists of around 170 subsidiaries including Reebok, TaylorMade-Adidas Golf, Rockport and CCM-Hockey. The Group's headquarters are in Herzogenaurach, Germany. In the third quarter of 2014 the Group’s revenue was €4.118 billion. (https://www.adidas-group.com/en/media/news-archive/press-releases/2015/adidas-group-full-year-2014-results/)

1. [bookmark: _Toc531031310]Definitions of Major Concepts

Strategy
Strategies are the way to achieve the best goals of individuals, groups and organizations. In addition, it can make the best use of the company's available resources, and guide the company to successfully maintain its business and continuously improve its processes.
The definition of a strategy may vary from author to author, but the most common definition is that the strategy is a long-term plan and approach to the desired vision and objectives. It is an overall framework that defines the organization's plans, policies and methods to achieve its goals and corporate vision.
Organizations use strategies differently from other organizations to make their products unique and exceptional. Globally, companies develop strategies based on their vision and meet customer needs, requirements and expectations. Subsequently, they use these strategies as benchmarks to compare their actual performance with planned performance in order to assess the final results and ensure continued organizational excellence.
The company pursues many strategies, such as cost leadership, differentiation and centralization strategy (Porter, 1985), service strategy, growth strategy, etc. According to the goals, the company has formulated these strategies and ranked them according to their priorities.
By optimizing the use of existing resources, such as human resources, budgets and technological advances, the organization's plans and policies are translated into practical actions to implement these strategies and to improve organizational performance, productivity and sustainability.
The organization's ongoing assessment and control of its strategy helps to ensure that goals and objectives are achieved and that appropriate strategies are selected. Therefore, these successful strategies should be documented and retained for use in future goals.

Over the years, business leaders and business theorists have been studying strategies. However, there is no clear answer. One reason is that people think about strategies in different ways. The strategy is to allocate and form available resources for the organization to meet the needs, requirements and expectations of the market and stakeholders. This is also the long-term direction and scope of organizations that determine vision and goals (Johnson Scholes, 2008).

In addition, it is a plan to lead the organization towards competitive advantage. It is a time-varying behavior pattern that reflects the decision to provide organizational products or services in a particular market (Mintzberg, 1994).

In some cases, strategy is the company's decision-making model, which decides and reveals the company's goals and objectives. In addition, the strategy has formulated major policies and plans to achieve these goals. It defines the scope of business the company seeks, the intentions of economic and human organizations (Kenneth Andrews, 1980).

Business level strategy

There are four general strategies that can be used to help organizations build competitive advantages. Enterprises can also choose to compete in a broad or focused market. (Starr, 1999)
Cost Leadership – Organize customers who compete widely according to price. Prices are based on internal efficiency to obtain margins above average returns and customer costs so that customers can purchase your products/services. When products/services are standardized, generic goods acceptable to many customers can be well used and the lowest price can be offered. In order to succeed as a cost leader, efforts must be made to reduce costs relative to competitors. This can include:
(1)Building state of art efficient facilities (may make it costly for competition to imitate)
(2)Maintain tight control over production and overhead costs
(3)Minimize cost of sales, R&D, and service.

Differentiation - Provide value to customers by organizing unique features and characteristics of products rather than lowest prices. This is accomplished through high quality, function, high customer service, rapid product innovation, advanced technology functions, image management, etc.
Porter's Five Forces Model – Effective differentiators can remain profitable even when the five forces appear unattractive.
Competition - Brand loyalty means that customers are less sensitive to price increases, as long as the company can meet customer needs (Ranabhat, 2018).
Suppliers - Because of the high price differential factors, they can bear higher costs, and customers are willing to pay extra fees.
Competitor-loyalty provides an insurmountable barrier. Substitutes - Brand loyalty once again helps counteract alternatives.
Focused Low Cost- Focus on Low Cost - Organizations not only compete on price, but also choose a small segment of the market to provide goods and services. For example, a company that only sells to the U.S. government.
Focused Differentiation - Organizations are not only based on different competition, but also choose a small part of the market to provide goods and services.
Focused Strategies - Strategies that seek to serve the needs of a particular customer segment (e.g., government).
Companies using focused strategies may serve smaller niche markets (e.g. business travelers) better than competitors with a broader customer base. This is especially true when special needs make it difficult for industry-wide competitors to meet the needs of such customers. Organizations have the unique ability to serve niche by subdividing markets that were poorly segmented before service.

Competitive advantage

Competitive advantage is the leverage of an enterprise to its competitors. This can be achieved by providing customers with better and greater value. Advertising products or services at lower prices or higher quality benefit consumers. Target markets recognize these unique products or services. This is the reason behind brand loyalty, or why customers prefer a particular product or service.
Michael Porter defines two ways in which an organization can achieve its competitive advantage: cost advantage and differentiation advantage. Cost advantage refers to the fact that an enterprise provides the same products and services as its competitors, albeit at a lower cost. Differentiation advantage refers to enterprises providing better products and services as their competitors. In Porter's view, strategic management should focus on establishing and maintaining competitive advantage.
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Figure 1.1 – Porters Generic strategies (Source: Porter 1987)
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Adidas focuses on a wide range of differentiation strategies. Adidas's corporate strategy focuses on innovation, trying to produce new products, services and processes to cope with competition. In 2014, a centralized sales strategy and your team were established to support all global markets and be managed by the global sales department. The group's multi-brand portfolio provides them with an important competitive advantage. This creates a global sales function, responsible for business activities and global brand functions, responsible for the marketing of two brands. Global sales functions are also divided into wholesale and retail departments to meet the needs of these two business models. This is to maintain the company-level strategy for a long time, so that these departments can emphasize and strive in their respective departments in order to make full use of their efforts. (AG Strategy-overview, n.d.)
They implement a multi-brand strategy and have a diversified brand portfolio to enable them to meet all market demands from players to almost everyone. This helps them maintain their unique identity and focus on their core competitiveness.
Adidas focuses its investment on the best marketing and distribution channels in different countries by critically assessing consumer buying behavior and their ongoing efforts to ensure high-quality shelf space. They also use e-commerce to improve efficiency, attract more customers and make their purchases easier. Their supply chains communicate closely, thus helping them customize their products and attract a wide range of customers. Adidas Group's organizational culture requires employees to be innovative. This culture forces them to produce highly innovative products and to use the latest technology. Their products are of very good quality. In order to become a sustainable company, they have found a proper balance between shareholder interests and employees'needs and concerns, supplier factory workers and the environment. (Vlasich, 2012)



2. [bookmark: _Toc531031312]IMplementation of the strategy

Adidas, as a company focusing on differentiation strategy, has adopted a variety of ways to maintain their strategic advantages:
(1) According to Adidas-Salomon (2004a) using the technology information, their products can improve the performance of players, they focus on football, tennis, basketball and even training shoes, anyone who can run. They updated their running shoes with ClimaCool, a ventilation system, and A3 is an energy management technology for footwear that guides and drives every step of an athlete's movement. According to Adidas-Salomon results (2004), with the support of new research results, Expected earnings growth of 10 to 15% on a comparable basis in 2005 was confirmed.

(2)According to Clare McDermott (2016), Adidas's research proves that their customers' three major areas of interest are business, sport and lifestyle. This client group is composed of creative, confident and collaborative people who instinctively know that sport has the ability to change their lives and strive to integrate sport into their work and life. With the support of this research, Adidas has set up a global user support team. Adidas is one of the largest support teams in the same kind of enterprise by forming a global support team to provide better service to customers. They provide the best technical support for the key customers who use their products for a long time. At the same time, they use the collected customer information to further improve the quality of products and make new products to give back to customers. At the same time, the team is responsible for setting up a communication channel to facilitate the exchange and sharing of information between customers. This effectively improves the communication efficiency between Adidas and its customers.

(3)According to Thomas Hobbs (2016), Adidas decided to target six major cities more. They are New York, Shanghai, Paris, Tokyo, Los Angeles and London. Adidas says these plans make sense because 50% of the world's population currently lives in cities and 80% of global GDP comes from metropolitan areas. Adidas focus on key cities enable us to activate our categories in the right areas and engage with communities in the most relevant neighbourhoods. And this then filters down to the rest of the countries. Additionally, Adidas plans to move some of its customized product production departments closer to consumer settlements to provide more personalized products and services.

2. [bookmark: _Toc531031313]Advantages & Disadvantages of the strategy

Differentiation strategy has no advantages and disadvantages. It is designed for different enterprises (Lei, 2015). In the face of such a dedicated enterprise as Adidas, the strategy will reflect the characteristics.
Advantages：
Sustainability - Create barriers through perceptions of uniqueness and reputation, and create high conversion costs through differentiation and uniqueness. (Chronicle, 2015)
High Customer Loyalty - Products have certain characteristics, customers who can be attracted by this feature will generally consume for this feature. Customers who do not like this feature will not consume such products, so buyers are generally long-term users of similar products, and it is not easy to lose customers. (Clare McDermott, 2016)
Reduce Potential Entrants - The characteristics, types and reputation of existing products are unique, which can reduce the entry point of such products and make it difficult for potential entrants to intervene in the market. (R Schmalensee, 1982)
Disadvantages：
Uniqueness - People who cannot accept such products will not consume them, and Adidas will lose them. (R Schmalensee, 1982)
Imitation - If technical products become easier to produce over time, lower-cost counterfeit products will quickly occupy the previous market. In addition, competitors may introduce more differentiated products. It makes the original purchaser of the enterprise turn to the competitor's market. (A Khan, 2017)
High cost - Developing new products requires a lot of resources to reduce the company's investment in other areas. Excessive cost may also affect the profits of other parts of the company. Adidas has to abandon the plan and sometimes even need to sell the research department to stop the loss. (https://www.adidas-group.com/en/media/news-archive/press-releases/2005/adidas-salomon-2004-results/)


1. [bookmark: _Toc531031314]Conclusion

This paper mainly discusses the significance of strategy and the analysis of Adidas strategy. Through this analysis, we can understand the characteristics of differentiation strategy. And what impact a company's strategy will have on the company, such as those decisions Adidas made in response to differentiation strategies. This is an inspiration for companies adopting similar strategies. Through the analysis of the advantages and disadvantages of the strategy, the strategy of the enterprise can avoid risks, reduce cost waste and better implement the plan.

3. [bookmark: _Toc531031315]Recommendations

In view of the differentiation strategy, the following methods can be used to increase profits:
1. Continue to strengthen the marketing of big cities, the purchasing power of big cities is beyond the reach of other regions.
2. Communication systems for customers can cooperate with other media to increase communication efficiency, such as Facebook, YouTube, etc.
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