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Figure 1 – Porter’s Generic Competitive Strategy 
Figure 1. (Source: University of Oxford, 2016)

1. [bookmark: _Toc531037612]Executive Summary 

This report is critically evaluating both the development and competitive strategies of Europe’s leading sportswear manufacturer, Adidas. Adidas have become a global icon throughout the years and have had to put important strategies in to place in order to get to the competitive position which they are currently at. 
Adidas was founded by Adi Dassler back in 1924. Dassler came up with it’s now famous 3-stripes branding and created the first football boots which had screw in studs. This invention was what would give Adidas recognition and make it the brand which it is now. He then came up with the football TESLAR, which was used in the 1970 FIFA World Cup. Adidas have since this day become the lead sponsors of FIFA World Cup (Adidas, 2018). 
Adidas have continued to grow as a brand and take many different paths within their market. They branched out to streetwear and reached a wider target audience which in turn helped them to get their competitive advantage. 
The different types of strategies are then evaluated in order to see what strategic approach Adidas took on in their development. After looking at Porter’s Generic Competitive Strategies and evaluating its strategies, it can be seen that Adidas has taken on a differentiation strategy. As they have a broad target competitive scope, and a differentiation competitive advantage. 
The strategy is then implemented on to Adidas, in order to see which ways they carry out these strategies in order to gain their current competitive position. Some of the ways which they have used this is with things such as celebrity endorsements, in order to gain a broader target market whilst still maintaining premium prices. 
Recommendations are then made for Adidas’ future development after the findings of the report.


2. [bookmark: _Toc531037613]Introduction

“We started in a wash room and conquered the world. And in-between, we have scored big and also, sometimes, struggled to reach our goals. We have done our best for the best. We have improved and grown. Looking ahead to the future, always remembering where we came from” (Adidas, 2018).

2.1. [bookmark: _Toc531037614]Report Remit

This report is about the sporting manufacturer Adidas. During this report, the organisations competitive and development strategies will be critically evaluated. In order to do this, their current competitive strategy will be identified and then analysed in order to understand how they have used and developed this to achieve the current competitive position which they are in. Examples of actions which they have undertaken in order to achieve this will be discussed to produce an appropriate analysis. 
Furthermore, there will then be a critical evaluation of Adidas’ competitive strategy and in their development of this. Both advantages and limitations will be made on their strategy in the current environment. Based on the findings of this report, suitable recommendations will be made in ways to better the organisations competitive strategy.

2.2. [bookmark: _Toc531037615]Background of the Organisation 

Adidas started in 1924 in a small town in Bavaria in Germany. Adi Dassler had a mission to provide athletes with the best sports equipment. However, in August of 1949. Adi Dassler started over again and registered “Adi Dassler Adidas Sportschuhfabrik” in the town of Herzogenaurach. However, this time he had 47 employees alongside him. The same day in which he registered Adidas, he also registered its now famous trademark of 3-stripes. 
In 1954, Germany’s national football team beat the Hungarians in the World Cup final, wearing Adidas’ lightweight screw-in-studs football boots, which not only went down in history but also made Adidas a household name (Adidas, 2018). 
Up until 1967, Adidas was only famous for its shoes, however, their tracksuit was then launched and became their first piece of apparel. Athletes were wearing Adidas garments whilst setting world records, which made the brand even more recognised. In 1970, Adidas conquered another part in the market and created the TESLAR ball, the official ball for the 1970 FIFA World Cup and every World Cup thereafter. In 1972, Adidas created their logo the Trefoil, which symbolises ‘performance’. This is the logo which they use to this day. 
In 1978, Adi Dassler passed away, and his son Horst took over the company. After nearly a decade under his leadership, Horst passed away in 1987, which meant trouble for Adidas. The change in leadership and strategic decisions in the years that followed caused a record loss in 1992 and nearly bankrupted Adidas. However, this was not the end for them (Adidas, 2018). 
Moving on to more recent years, in 2000 Adidas reinvented a part of themselves, and decided to focus themselves more on streetwear. Alongside this new concept, they began partnering up with several celebrities, mainly sporting personnel, in order to expand their market. In 2006, Adidas took over Reebok and with that, two of the world best known sporting companies were together, and re-named as Adidas AG (Adidas AG, 2017). 
From 2009 to 2011, Adidas continued to join forces with other major sporting companies, this time more towards the golfing market. Adidas saw this as an opportunity to branch out to a larger target market (Adidas AG, 2017). 
In March 2015, Adidas came out with their five-year business plan. This business plan was called ‘creating the new’, this strategy that was created and the attitude that Adidas had adopted, will help Adidas in to the future of the sporting market. Then in 2016, Kasper Rorsted became CEO of Adidas, unlike past CEOS, he was a leader with more of a digital vision. This allowed the company to go more in to the present digital era and build on their strategy. Finally, in 2017, joined with their hockey and golf brands, Adidas are focusing on their core competencies of footwear and apparel. They now have around 56,888 employees around the globe and have moved from being just in Germany to now being a worldwide known, used and loved organisation (Adidas, 2018). 
2.3. [bookmark: _Toc531037616]Definitions of Major Concepts 

Strategy
Johnson (2012) has defined strategy as being “the long-term direction of an organisation” (Johnson et al., 2012). It is said that a strategy is made up of a number of decisions over a period of time. 
Chandler (1963) defines strategy as ‘the determination of the long-run goals and objectives of an enterprise and the adoption of courses of action and the allocation of resource necessary for carrying out these goals’ (Johnson et al., 2012, p.3).  
Business-level Strategy 
The business level strategy is when an organisation operates within single markets and industries. They will also compete with their rivals within their market in order to be able to gain a leading market position and strong market share. An organisational structure is able to moderate the relationship which there is between both the business-level strategy and an organisations performance (Nandakumar et al., 2010).
Competitive Advantage 
According to Porter (2004), the competitive strategy is the search for a positive competitive position within an industry. Organisations put a competitive strategy in to place in order to create both a sustainable and profitable position against others in order to determine an industry competition. 
In order for an organisation to acquire an above-average performance in the long-term, they must have a sustainable competitive advantage. There are said to be two basic types of competitive advantage which an organisation can have, those being; low cost or differentiation (Porter, 2004). 
Porter’s Generic Competitive Strategies 
Porter (2012) suggests that an organisations competitive advantage within an industry is determined by its ‘competitive scope’. He argues that there are two essential ways for an organisation to achieve a competitive advantage, they can either have a lower cost margin in comparison to their competitors or they can have a more ‘unique’ product than their competitors, therefore, allowing them to charge more for their products. Porter then adds additional dimensions, by looking at the customer segments. This is based on whether an organisation decides to have a narrow or broad target market (Johnson et al,. 2012).  
In order for organisations to work out which one of these would apply to them, they would look at what their competitive scope is and what they competitive advantage is, which would allow them to place themselves under one of these generic strategies, as shown in Figure 1 below.
[image: Image result for porter generic strategies]
Figure 1. (Source: University of Oxford, 2016)
Cost leadership falls under the broad target segment of the competitive scope and the lower cost segment of the competitive advantage. When an organisation has a low-cost leadership within an industry, it often means that they have kept their production costs, labour etc costs as low as they can for them to be able to maintain a lower price within their market. 
Reasons as to why organisations may choose to keep their costs lower is that they can gain a competitive advantage. Even though Adidas’ cost of product per trainer is on average $40-$50, they are charging upwards of $150 at retail price. So even though they are keeping their production costs low, they are still charging a high price for their products. The reason as to why they can do this is due to the brand reputation which they have gained, and their position within the market (Lopez, 2016). 
3. [bookmark: _Toc531037617]Main Body

3.1. [bookmark: _Toc531037618]Implementation of the Strategy 

The chosen strategy which Adidas have shown to adopt is Porters Generic Competitive Strategy spoken of above. They have adopted the broad target within the competitive scope and the differentiation within the competitive advantage. 
Throughout the years, Adidas have obtained and maintained a very strong reputation and brand for itself. This in turn has allowed them to increase their profit margin and maintain them at quite a high level as opposed to that of some of their competitors. 
3.1.1. [bookmark: _Toc531037619]Sport Sponsorship 

Javalgi (1994) has said that research has suggested a strong relationship between both sports’ sponsorship and corporate image (Pope and Voges, 2010).
In 1970, Adidas became the main sponsor for the FIFA World Cup. They then managed to secure a contract to be the lead sport sponsorship for the World Cup from there on out. The World Cup is the biggest sporting event watched worldwide, it is watched by millions of people around the globe (Adidas, 2018). 
By Adidas securing this partnership with FIFA, they have been able to put themselves on the biggest sporting platform, and it has allowed them to gain worldwide recognition and brand awareness (FIFA, 2018). 
All these falls under their differentiation strategy, as they have given themselves a competitive advantage over others in their market, as they have partnered with FIFA. Nike, Reebok or Puma do not have this deal; therefore, they have gained a large market segment within the football sport market. 

3.1.2. [bookmark: _Toc531037620]Celebrity Endorsement  

A major marketing strategy which Adidas have in place is their celebrity endorsement deals. Adidas sign deals with big sporting icons and create ‘personalised’ products with said individuals in order to differentiate themselves from their competitors and gain a competitive advantage over them. 
One global football superstar which Adidas have partnered up with is Lionel Messi. In 2017, Adidas reported that it has renewed its agreement with Messi. This agreement is a signing of a ‘lifetime’ deal, meaning that Messi will wear Adidas apparel until the end of his career (Nelson, 2017). 

3.1.3. [bookmark: _Toc531037621]Product Differentiation 

“From the court to the catwalk and the stadium to the street. The adidas brand offers apparel and footwear for every sport, every fashion, every style, whether you are an athlete or fashionista” (Adidas, 2018).

Differentiation can be seen when an organisation has a product which is able to meet the needs of customers in the market place, more than others. When an organisation can be able to differentiate its products e.g. Adidas’ 3-stripes’, no other brand within the market uses that, they can charge a higher price than average in the market. 
Porter (2004) has said that in order for an organisation to be able to differentiate a product, they must incur extra costs. Ways in which they may do this is by spending money by advertising the brand (Lynch, 2012). By Adidas differentiating their products, they can charge more for their products as opposed to some competitors in their market which keeps their product margin high. 
Another way in which Adidas have achieved differentiation is by creating products which can only be purchased from Adidas itself. A well known one would be Yeezy shoes. In 2013 Adidas teamed up with Kanye West and created the shoe brand Yeezy. This shoe brand within Adidas has proved very popular as it has given them a unique and personalised aspect (Roberts, 2015). It has even appeared in major fashion platforms such as London Fashion Week, this has once again allowed Adidas to gain a huge brand awareness. 

3.2. [bookmark: _Toc531037622]Advantages and Limitations of the Strategy

Each of the strategies have advantages that can better an organisations performance and success, but they also have limitations which can in turn hinder their performance and success.
Advantages

One of the main advantages that can be clearly seen for Adidas, is that they have the ability to charge premium prices for all of their products. They have built a strong brand and customer rapport, which has allowed them to charge higher prices for their products. They have strongly focus on their ‘3-stripes’ since they started, and this is what they are primarily known for. As they have become a very popular brand to own, customers are willing to pay high prices to own both of their clothing and footwear. Customer loyalty can in turn bring in more profit with lower costs, as customers will come back for the brand and loyalty. 
When looking particularly at Adidas’ chosen strategy of differentiation, there are a number of advantages and limitations. One of the main advantages to this strategy, is that it allows Adidas to attain the top margin price for its products, therefore allowing them to have strong profit margins. This means that Adidas do not have to attract as many customers as another brand, and their profit margins will be hit from every sale. Even though this is not the case for Adidas, as they attract a large customer base. 
Even though Adidas will be spending money on advertising and endorsements, due to their high-quality product and branding, they are able to secure repeat custom. Therefore, the overall cost that they would spend on advertising can be cut in some places. 
Customer loyalty 
Limitations
One of the limitations which may appear by using the differentiation strategy is that by trying to make the product to its ‘high unique brand standard’ they would have to cut its unit cost per product. 
To get brand recognition in the way that Adidas have, they have had to spend a lot on advertising through celebrity endorsements, adverts etc. due to these high costs, they must increase the unit cost for their products which is then passed down to its customers. This can then in turn limit their market reach as customers may not be willing to spend that extra amount on their product, or simply cannot afford to. 
Another limitation which could come from focusing on differentiation, is that as Adidas now have such a sought-after product due to its uniqueness, other brands try to imitate their products, such as, their footwear and clothing. Even though their ‘brand’ is the 3-stripes, it does not stop competitors from copying their actual style. Which in turn can affect their product success, as customers may choose to spend less on something which looks similar. 

4. [bookmark: _Toc531037623]Conclusion

To conclude, after looking closely at sporting manufacturer Adidas, and how they have grown since starting off in a room in Dassler’s mothers house to now being one of the biggest sporting brands worldwide (Adidas, 2018) it is clear to see that their competitive strategy has helped them to get to the competitive position which they are at now. 
By looking at several textbooks and theorists and then looking at the different types of competitive strategies, it was clear to see that the strategy which Adidas fell under was Porter’s Generic Competitive Strategies. Their competitive scope and competitive advantage were then closely looked at in order to decide which strategy segment they would fall under. It was found that they fell under the differentiation strategy, the reasoning for this being that they have a broad target under the competitive scope and differentiation under the competitive advantage as they are able to charge premium prices for their products due to their unique branding. 
It is clear to see that the ways in which they have branded themselves and positioned themselves within the market, has been one of the major reasonings for their current success and competitive advantage. 

4.1. [bookmark: _Toc531037624]Recommendations

The first recommendation which I would make for Adidas, would be to carry on using the strategy which they are using. The differentiation strategy which they have chosen to adopt has proved to work very well for them as an organisation in terms of both growing their brand and retaining customers. 
Another recommendation which I would make would be for them to focus highly on trends which are around. The reason for this being that as they have become more of a fashion statement and not only sportswear, a lot of their target market will be broadened if they choose to carry on creating a ‘fashionable’ apparel. 


 


5. [bookmark: _Toc531037625]References 

Adidas. (2018). History. [online] Available at: https://www.adidas-group.com/en/group/history/ [Accessed 18 Nov. 2018]. 
Adidas AG SWOT Analysis. (2014). MarketLine.
Adidas AG. (2017). MarketLine.
Brake, A. (2018). Adidas. Contract, 59(2).
Drummond, G., Ensor, J. and Ashford, R. (2008). Strategic Management: Planning and Control. Oxford: Butterworth.
FIFA.com. (2018). FIFA Partners - Adidas. [online] Available at: https://www.fifa.com/about-fifa/marketing/sponsorship/partners/adidas.html [Accessed Nov. 2018].
Johnson, G. and Scholes, K. (1999). Exploring Corporate Strategy. 5th ed. Harlow: Pearson Education.
Johnson, G., Whittington, R. and Scholes, K. (2012). Fundamentals of Strategy. 2nd ed. Harlow: Pearson Education, p.2, 111.
Lopez, R. (2016). This is how much it costs to make a pair of Adidas Yeezys. [online] SoleCollector. Available at: https://solecollector.com/news/2016/05/actual-production-cost-adidas-yeezy-boost-750 [Accessed Nov. 2018].
Lynch, R. (2003). Corporate Strategy. 3rd ed. Harlow: Pearson Education Ltd.
Lynch, R. (2012). Strategic Management. 6th ed. Harlow: Pearson Education Ltd, pp.300-307.
Nandakumar, M., Ghobadian, A. and O'Regan, N. (2010). Business level strategy and performance: the moderating effects of environment and structure. Management Decision, 48(6), p.911.
Nelson, A. (2017). Lionel Messi signs huge new contract. [online] Sportspromedia.com. Available at: http://www.sportspromedia.com/news/lionel-messi-signs-huge-new-contract [Accessed Nov. 2018].
Open Textbooks for Hong Kong. (2016). Advantages and Disadvantages of Differentiation. [online] Available at: http://www.opentextbooks.org.hk/ditatopic/17228 [Accessed Nov. 2018].

Pope, N. and Voges, K. (2000). The Impact of Sport Sponsorship Activities, Corporate Image, and Prior Use on Consumer Purchase Intention. Sport Marketing Quarterly, 9(2), p.100.
Porter, M. (2004). Competitive Advantage. New York: Free Press, pp.1,11.
Porter, M. (2004). Competitive Strategy. New York: Free Press.
Roberts, D. (2015). Can Kanye save Adidas?. Fortune, 171(1).
Thompson, J. and Martin, F. (2010). Strategic Management. 6th ed. Andover: Cengage Learning EMEA.
University of Oxford. (2016). Porter's Generic Competitive Strategies (ways of competing). [online] Available at: https://www.ifm.eng.cam.ac.uk/research/dstools/porters-generic-competitive-strategies/ [Accessed Nov. 2018].
Wheelen, T. and Hunger, J. (2012). Concepts in Strategic Management and Business Policy. 13th ed. New Jersey: Pearson Education, pp.209,210.
1

image2.gif
Brosd
Terget

Naro
3 Targdt

ompetitive

Lover Cast

1. Cost Leadership

sa. Cont Fous

ntage

Difereniation

Diferetition

3b.Ditrsralion
Foous





image1.jpeg




