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1. [bookmark: _Toc496043657]eXECUTIVE sUMMARY

The purpose of this report was to find out the competitive strategy that Adidas have utilised to develop their current competitive position. Adi Dassler cobbler by training and a keen sportsman, started a shoe company with his brother Rudolf in 1924 with only 47 employees. His son later took over the business after he passed away, since then CEO of Adidas have done their very best to keep the company the same with the relationship it has with customers and sport. This has lead the company to a success as they are now employ nearly 57,000 people worldwide and in 2017 the company had €21.218 billion net sales.
The strategic choice of the company was differentiation. Adidas are different from other companies in the way they advertise their brand, the service they give their customers and the products they sell are unique.

The advantages of Adidas using the differentiation strategy is that they will offer something that is perceived as unique or better. The disadvantages of using the differentiation approach is that sometimes it can put pressure on the company to stimulate customer demand and to maintain a reasonable sales price to drive revenue and profit. 

My recommendations were to offer more promotions to customers, price match competitors such as Nike and continue with collaborations with celebrities. As this will advertise the company and target mire customers. 
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2. [bookmark: _Toc496043658]Introduction

Adidas has its roots in Germany but is a global company. They employ nearly 57,000 people. Employees from about 100 nations are working at their global HQ in Herzogenaurach, Germany the ‘World of Sports’. Every year Adidas produce over 900 million sports lifestyle products and sports with independent manufacturing partners worldwide. (Adidas, 2018)

This report will investigate into the background of Adidas and identify the competitive strategy that Adidas have utilised in order to develop their current competitive position. I will give examples of actions that they have taken to accomplish the strategy. An evaluation of the competitive strategy that Adidas has utilised in the development of their competitive position will be made. Investigate into the advantages and limitations of the strategy in the current environment. Appropriate recommendations will be made for ways forward for the organisation, based on my findings.



2.1 [bookmark: _Toc496043659]Report Remit
This report will achieve understating of Adidas as an organisation and how it became the successful organisation it has today. Findings for this report will show how Adidas use strategy and where does it fits in on Porters generic strategy theory. 

2.2 [bookmark: _Toc496043660]Background of the organisation


Adi Dassler, a cobbler by training and a keen sportsman, started a shoe company with his brother Rudolf in 1924. Adi Dassler registered the “Gebrüder Dassler Schuhfabrik” in 1924 and embarked on his mission to provide athletes with the best possible equipment.  (Adidas, 2018) (Ind, et al., 2015)

The brothers later fell out and Rudolf set up the company Puma. Adi Dassler started over again at the age of 49, he registered the “Adi Dassler adidas Sportschuhfabrik” and set to work with 47 employees in the small town of Herzogenaurach. He met with athletes and listened carefully to what they said and constantly observed what can be improved or even invented to support their needs.  Until the arrival of Nike in the 1960s, these two companies dominated the global sports shoe market. (Ind, et al., 2015)

In 1978 Adi’s son Horst, with support from his mother Käthe, took over the business after the death of Adi Dassler among many other things he continued to master his invention, the modern sports marketing. Joe and Jeff Foster renamed their grandfather’s company 30 years later, Reebok was fit to lead.

In 1992 after the death of Host Dassler the company was near bankruptcy. A new marketing team refocused adidas on what it has been known for years, making athletes better. Herbert Hainer became the new CEO of Adidas in 2001. The company’s focus went even more to innovation. ClimaCool (2002), adizero (2004) and the F50 football boot, launched just in time for the 2006 FIFA World Cup™ in Germany, became market hits. 

In 2006 Adidas acquired Reebok, and brought together two of the world’s most respected and best-known companies in the sporting goods industry. In June, the company was re-named Adidas AG. In 2011 Adidas offered not only footwear for every sport, but fashion this allowed them to target more customers and have a bigger target market. By March 2015, the next five-year strategic business plan for Adidas was presented. 'Creating the New' is the strategy and attitude that leads Adidas into the future. In 2017 the company now had €21.218 billion net sales and their employment rate was 57,000 people worldwide. This shows that year by year the company is becoming more successful.  (Adidas, 2018)
2.3 Definitions of Major Concepts

A strategy is a plan of action designed by a business to achieve a long-term or overall aim. Adidas strategry os “We’re all ‘Creating the New’ – because we believe that, through sport, we have the power to change lives” (Adidas, 2018)

In March 2015, the next five-year strategic business plan for Adidas was presented. 'Creating the New' is the strategy and attitude that leads Adidas into the future. The strategy focused on 3 choices:

· Speed: Become the first true fast sports company – fast in satisfying consumer needs, fast in internal decision-making.
· Cities: Six key cities in which to grow share of mind, share of market and share of trend are identified: New York, Los Angeles, Shanghai, Tokyo, London and Paris.
· Open Source: Be the first sports company that invites athletes, consumers and partners to be part of the brands.
(Adidas, 2018)

The business level strategy focuses on how to attain and satisfy customers, offer goods and services that meet their needs, and increase profits. Adidas will need to focus on positioning themselves against competitors such as Nike and staying up to date on market trends and technology changes for example shopping via Apps. 
Adidas want to ensure that they engage and connect with their customers, get closer to consumers, drive top- and bottom-line growth by significantly increasing brand desirability as shown below in figure 1.
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Economist Michael Porter theorizes that there are two main types of business strategy these are cost leadership and differentiation. He believes that a business can integrate these two strategies.
(Garcia, 2018)
Competitive advantage is what makes an entity's goods or services superior to all customer’s other choices.  Michael Porter invented this term to help business understand how to keep up with competition and remain market leader. It is important that the business creates clear goals, strategies, and operations to build sustainable competitive advantage. (the balance, 2018)

Adidas competitive advantage is their brand and product quality. They have always had a high level of customer involvement and loyalty giving them a good name. They ensure that they get regular customer feedback as this is the best way to stay ahead of competition as they know exactly what the customers’ needs and wants are this will add value to their products as they can adjust and make amendments to make their customers happier to purchase and keep them satisfied. (Knoji, 2012)

Adidas have associate themselves with communities, they have sponsored many world sporting events such as FIFA, UEFA, NBA, Cricket & Olympics. This has also helped them have an excellent understanding of the market allowing them to create products for athletes. 
(Bhasin, 2017)


Porters Generic Strategies 
[image: ]
[bookmark: _Toc530999833]FIGURE 2 – Porters Generic Strategies  (Mind Tools,, 2018)

The generic strategies were set up in 1985 by Michael Porter he invented this strategy as it can be applied to products and services in all businesses and to organisations of all sizes. Michael Porter named these 3 sections Cost leadership, Differentiation, Focus.

Cost Leadership is gaining competitive advantage by increasing profits by reducing costs, while charging industries average prices.  This is where the company will focus on cost reduction, lower cost producer and economies of scale.
Differentiation is creating unique products and services. This is being different from other companies this can be from the items sold/service given, advertisement and distributing. This is when a company delivers benefits beyond the customer care and actual benefits.

Cost Focus means focusing on minimizing costs within a focused market. 

Differentiation Focus is offering a service in a niche market and perusing differentiation within a focused market. This is when the company focuses on concertation and specialisation. (Mind Tools,, 2018)


However not everyone agreed with Porters strategy, some described it as a strategic wilderness as they believe that some businesses could be stuck in the middle.




3. Main Body

3.1 IMplementation of the strategy

Adidas come under the differentiation section of Porters Generic Strategy as they try and keep up with competition and produce new products and services that go beyond customer’s needs.  Adidas have a very long history of having a very good connection and relationship with customers and sport. Going back as far as 1949 the company would meet with athletes to get their feedback on what they can improve about their products or even event to suit customer demand and needs. Adidas have a good customer relationship, listing to customer makes them different and successful. Adidas also have a very good understanding of the sports products that are wanted and needed as they have sponsored and been involved in many sporting events. Adidas, make it clear that the consumer is at the heart of everything the brand does. 

Adidas are different to other competitors as they always express how passionate about sport, they believe that they can change lives. They core exists to enable anyone to harness the power of sport in their game, in their lives and in their world – anyone, anywhere, always. They believe it is about telling a story based on inclusiveness, ambition, innovation, quality and style. (adidas , 2018)
Adidas collaborated with high fashion designers and introduced collections and collaborations with celebrities such as Kanye West in 2015. Adidas and Kanye West have a collaboration on a sneaker called the Yeezy. This is a unique product that differentiates them from competitors. 
The way they advertise their brand is also different as the message they send out to their customer is always about winning and becoming the best and being able to overcome anything. Adidas had a marketing campaign in 2004, including some of the biggest athletes David Beckham, Haile Gebrselassie and Muhammad and Laila Ali face their fears, defeats and challenges only to prove that, indeed, impossible is nothing. The slogan became the synonym for reaching one’s goals. This version of advertisement was very different from its competitors and this made the brand stand out due to the celebrity endearment and the message they were sending to their customers that they are such a reliable brand even the best athletes use their products.   (Adidas, 2018)

3.2 Advantages & Disadvantages of the strategy

The advantages of Adidas using the differentiation strategy is that they will offer something that is perceived as unique or better. They can produce better quality products with greater profit margin opportunities. This is much better than using a low-cost approach. Differentiation can come in many different forms it can be through distribution channels, the product being unique, the service the company gives to customers or the way the company advertises. Differentiation can identify and has a good understanding of customer’s needs. The disadvantages of using the differentiation approach is that sometimes it can put pressure on the company to stimulate customer demand and to maintain a reasonable sales price to drive revenue and profit. It can be difficult to keep up with all customer demands and keep all customers happy.

(Kokemuller, 2018)

4. [bookmark: _Toc496043664]Conclusion
[bookmark: _GoBack]The differentiation strategy is good for Adidas to use as it makes them stand out to customers as they are different to competitors. Using this strategy has worked and helped Adidas become successful with a good brand reputation, name and image. This has helped Adidas stay close to their customer and maintain a good relationship keeping customers happy worldwide.

4.1 Recommendations
I would recommend that Adidas try and price match or price their products slightly lower than their competitors such as Nike so they will receive more customers. Adidas could use more celebrity endorsement to gain more customers by inventing new products or doing more collaborations. As this is another form of advertising. They could also target more students by offering a higher student discount promotion.
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