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A report on the competitive strategy that Adidas has adopted and a critical analysis of the advantages and disadvantages of the strategy 
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[bookmark: _Toc530854143]1 Executive Summary 

This report will investigate the strategy used by Adidas to achieve its competitive advantage over its retail rivals. It will also critically analyse the advantages and disadvantages of the strategy. 

Adidas was founded in the late 1920’s by Adi Dassler, but the brand was only given the name Adidas, in 1948. The founder wished for Adidas to become the best global sportswear retailer. It is now a multi-national, multi-million manufacturing industry producing over nine hundred million products. 

The crux of any company's success is the implementation of a strategy put in place to anticipate any changes that may occur. It helps determine the direction the company will take. Business level strategy has the ability to predict how an organisation will perform. A competitive advantage considers the actions the organisation takes and analyses how these can benefit the organisation.  

Bowman and Faulkner’s strategy clock was established in 1996. It has 8 strategies within four quadrants considering the value of the product against the perceived value seen by the customer. The eight strategies are low price-low/added value, low price, hybrid, differentiation, focused differentiation, risky high margins, monopoly pricing, loss of market shares. The final three strategies are destined to fail and therefore not usually used. 

Adidas has adopted the strategy, differentiation. The company has implemented three elements, namely branding, service differentiation and product differentiation. As with most strategies, there are both advantages and disadvantages in its implementation. In some instances they can create more customers, but they can also close off the market to consumers, as they are creating a niche market. 

Even though there are both advantages and disadvantages Adidas has recognised the steps needed to ensure it is not held back by the mistakes they may make. 

To ensure they are continually improving Adidas must keep up to date on current trends and continue manufacturing a brand that is accessible to all. 




[bookmark: _Toc530854144]2 Introduction 
This report will consider how Adidas has used a competitive strategy to overcome its opposition in the global retail market. It will also critically analyse the advantages and disadvantages of the chosen strategy and suggest a way forward to maximise success. A range of academic literature will be used to research relevant topics of  interest .These will include articles, books and newspapers. Such knowledge will provide a greater understanding of the strategy choices made by Adidas and the steps taken by the company to implement such methods.  

[bookmark: _Toc530854145]2.1 Report Remit 
As the report is investigating how Adidas has used a strategy to rival its opposition, the purpose of this report is to understand why the organisation has adopted this chosen strategy. The model considered will be Faulkner and Bowman’s strategy clock and the strategy Adidas has selected will be identified on this clock face. The aim of the report is to also help understand the procedures taken by Adidas to implement the strategy and why it proves beneficial to them. The report will consider the disadvantages the organisation may encounter by adopting this strategy and having collated such evidence, specific recommendations will be offered to further advance the Adidas story of success.  

[bookmark: _Toc530854146]2.2 Background of Organisation 
Adidas is one of the world's best known sportswear manufacturing brands. It is a multinational organisation which originates from Germany. The brand first made an appearance in 1948 with founder Adi Dassler wanting to provide athletes with the best sportswear equipment (Adidas, 2018).  However, before the global brand Adidas appeared, Dassler was manufacturing sports shoes. Some of his designs were used in the 1928 summer Olympics. In 1990 Adidas adopted new marketing strategies to move the organisation forward (Bromsgrove, 2006). A few years on and Adidas has employed nearly 60,000 staff and produced nine hundred million units of sportswear. Adidas ensures that its strategy is to deliver quickly and promptly, to numerous locations, whilst keeping aware of new preferences and the need to create new products (Adidas, 2018).    



[bookmark: _Toc530854147]3. Definitions of major concepts 

[bookmark: _Toc530854148]3.1 Strategy 
Strategy is the concept of being aware of what is happening in the present, anticipating the change by being forward thinking, and then planning a successful future. However, planning the future can be seen as too difficult to achieve for many and in this instance strategies are formed naturally (Mindtools, 2018).Strategy helps to determine the direction the organisation will take and the resources it will need (Johnson, et al., 2008). Michael Porter (1996) defines strategy as aiding an organisation in taking a unique position and therefore creating a competitive advantage.  

[bookmark: _Toc530854149]3.2 Business Level Strategy 
Business level strategy can predict how other organisations will perform. When an organisation adopts this strategy, it allows the business to increase its organisational performance.  When the strategy is used appropriately it allows the organisation to become unique and gain a competitive advantage over its rivals. Therefore, this allows the organisation to reach its full potential (Nandakumar, et al., 2010).  


[bookmark: _Toc530854150]3.3 Competitive advantage 
Competitive advantage concentrates mainly on the firm, and the strategy of activity the organisation carries out. Businesses have a competitive advantage by exploring other business products and ensuring customers experience value for money from their own products. It has allowed strategies to become more stable as the organisation can understand what it needs to do to succeed against their competitors (Porter, 2008).  







[bookmark: _Toc530854151]4. Bowman and Faulkner’s strategy clock  

Bowman and Faulkner implemented the strategy clock in 1996, progressing on from Porters generic strategies.  The clock is based on the cost of a product, and also the value the customer believes the product to be (Needle, 2010).  
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Figure 1: Bowman and Faulkner’s Strategy Clock (1996).  

The clock considers eight competitive strategies an organisation may adopt.
These all lie within different quadrants depending on the price and the perceived value by the consumer (Hales & Mclarney, 2017).   

[bookmark: _Toc530854152]4.1 Low price and low added value/No frills 
An example of a no-frills strategy is the retailer Poundland. These products are low end products with a low price. The service provided can be minimal along with a minimal price (Needle, 2010).  


[bookmark: _Toc530854153]4.2 Low Price
Low price strategies have been used by supermarket chains, Lidl and Aldi. These supermarkets sell similar products to other supermarket retailers but at a lower price. This kind of strategy can sometimes lead to price wars with prices steadily creeping up to compete with their competitors. However, in some cases, price wars do not occur and low price products enhances the organisation by increasing market shares (Needle, 2010).  


[bookmark: _Toc530854154]4.3 Hybrid
The hybrid strategy allows organisation to look for a strategy of differentiation along with low prices. With this strategy it is important to have an appropriate balance of product quality, and price. A company such as IKEA adopts the hybrid strategy. IKEA offers its customers low value products which are of good quality. A hybrid strategy must be considered by senior management as the strategy involves low price and differentiation. This strategy can be seen as halfway choice between low price and differentiation (Campbell, et al., 2002).   

[bookmark: _Toc530854155]4.4 Differentiation 
This strategy allows for unique products. It combines reasonable prices and high end quality. This strategy ensures that organisations are producing products that customers want. These organisations have a competitive advantage over other companies as they offer something unique. A company operating in this way is, Apple. (Johnson, et al., 2014).  

[bookmark: _Toc530854156]4.5 Focus Differentiation 
Focus differentiation strategy allows businesses to produce products perceived by customers to be premium and of high price. A company managed in this way is Rolex, retailing with premium price tags. These products are luxuries and not necessities. For this reason advertising is carefully selected, and targeted towards its narrower customer base (Thompson & Baden-Fuller, 2010).   
 
[bookmark: _Toc530854157]4.6 Risky high margins/monopoly pricing/ loss of market share 
The final three strategies on the clock are typically seen to fail. The risky high margins category involves increasing the price of a product without altering the products. This can allow products to cost more than they are worth. The monopoly pricing strategy allows products to have a high price but low value. This strategy would only be able to succeed in businesses that have total control of the market, i.e. a monopoly. The loss of market share strategy involves setting a standard price for a product which has a perception of low value from the customer. This strategy usually leads to a loss in market share (Management, 2018).   



[bookmark: _Toc530854158]5 Main Body 

When considering Bowman and Faulkner’s strategy clock, the approach Adidas has adopted appears to be differentiation. This strategy allows businesses to stand out, even though they are offering products that others similarly produce. To ensure that the products you produce are attractive to the customer, branding is key when adopting this strategy (Management, 2018). Today, many people's retail experience is done online. For this reason, it is obvious therefore for an organisation to brand online (News, 2018). In doing this the customer becomes familiar with the company without visiting one of its stores. If organisations did not brand their own business, there would be no differentiation and therefore no profitability. It is crucial to understand that people stay loyal to a brand, and not to the product. Adidas are aware of the importance of branding and the impact it has on its customers. Branding does not only create profitability but it is also fundamental in creating a community. These communities can create movements crucial for branding. It can be seen, that to brand your business a cultural movement is needed. Adidas has already achieved this notion. (Goodson, 2012). Service differentiation is also key when adopting this strategy. This differentiation goes above and beyond mere product delivery (Group, 2016).  Service differentiation is paramount to an organisation such as Adidas as it allows customers, to learn to trust the company and therefore builds a relationship based on confidence in the brand. If deliveries are being made on time, and customer service is seen as exceptional, buyers are more likely to revisit and recommend to friends (Chennet, 2008). One approach taken to differentiate ones organisation is product differentiation (Group, 2016). Adidas uses this method to compete against its rival competitors and to build relationships with its customers. In producing different products the customers believe they are being listened to, and feel valued (Buhler & Nufer, 2010).     

[bookmark: _Toc530854159]5.1 Implementation of the strategy 

[bookmark: _Toc530854160]5.1.2 Branding 

Adidas’s main aim is to “build and sell the best sports products in the world (Adidas, 2018).” By 2020 Adidas hopes to expand the brand further in a bid to achieve this aim. For Adidas to complete its mission they have understood that they need to develop better working relationships with the consumers. To achieve this, they have implemented a three-method strategy. These strategies include speed, in which the product reached the customer, city, the locations in which Adidas products can be delivered, and source allowing consumers to give feedback on current products or suggesting new ideas (Adidas, 2018). To ensure more sales are being generated and the brand is well recognised Adidas has also implemented initiatives to heighten its brand's profile even more. Adidas recognises that North America generates the most sales and therefore points of sale will be directed to that demographic (Thommason, 2015). Adidas, understands it need to have a competitive advantage and therefore concentrates on its main rival’s Nike. In developing its brand Adidas will be able to concentrate more on products other retailers release (Adidas, 2018) .  




[bookmark: _Toc530854161]5.1.3 Service differentiation 
Adidas only wants to deliver exceptional service and therefore has implemented an initiative where the organisation can provide this. OneAdidas was put in place for the company to work more efficiently. This initiative involves the brand working collaboratively as one and not as separate companies. In implementing this, consumers will be able to connect with the organisation more easily as Adidas will work more resourcefully (Adidas, 2018).  To ensure Adidas consumers are receiving an exceptional service the company always has the consumer at the forefront of its thinking. Consumers are considered in new product releases by communicating with Adidas through forums and reviews. Adidas view customers as creators and therefore have created an app. The app Adidas allows customers to reserve products and get notifications on new merchandise being released. Customers are also able to leave reviews on products they have received. Mobile technology enhances the Adidas service for customers by allowing customer to arrange fittings for trainers, communicate with other customers and also arrange same day shipping (Gilliland, 2017).  

[bookmark: _Toc530854162]5.1.4 Product differentiation 

Product differentiation is used to have a competitive advantage over rivals. Adidas is aware of its importance and uses this strategy for differentiation purposes. To ensure the brand caters to the majority Adidas has broken its products into two segments. The first is sports performance and the second, sports style. To ensure product differentiation Adidas has teamed up with athletes and celebrities to create ranges such as Stan smiths and Yeezys (Garcia, 2017).  Adidas is one of the only retailers that have eradicated the use of PVC in its products and does not use raw materials from any endangered species (Adidas, 2018).  Unlike other brands Adidas wants to make products accessible for everyone. AdidasCore has been adopted as it believes sport can change lives and that all should have the opportunity to participate in sport and exercise.(Adidas, 2018). To ensure a variation of products Adidas has not manufactured all its products because the company believes in them, to the contrary many products have been made solely to satisfy the preferences of their customers (Mix, 2018). 



[bookmark: _Toc530854163]5.2 Advantages and disadvantages of the strategy 

When adopting the differentiation strategy, its key to success is to understand why there is a need to adopt that strategy in the first place. The organisation must consider if it will be valuable and profitable to the organisation and also to the consumer (Group, 2016).  

The advantages of the strategy chosen are that Adidas can create niche products. The products designed by Adidas are similar to other products from other retailers but they have different aspects to make them niche. This also helps create more consumers as they feel that their opinions and choices are being addressed by the company (Leonard, 2018). Adidas listens to the consumers and produces what they want (Mix, 2018).   

The disadvantages Adidas may face because they have adopted such a strategy is that they may release a product that is too different. The consumers may not believe in the product and therefore refuse to purchase. If Adidas was to bring out a completely different product the company would have to persuade the consumer to believe that they need that product, otherwise customers could be lost. (Leonard, 2018). However it is clear that Adidas trusts its consumers, and considers their views on previous products. Therefore a new product that is not liked by a mass majority of people is unlikely (Gilliland, 2017).  
[bookmark: _Toc530854164]6. Conclusion 

Overall Adidas’s chosen strategy, of differentiation is operating effectively and positively. It is a hugely successful company which continues to develop its brand. Adidas has implemented strategies to differentiate itself from other companies, giving a competitive advantage over rivals. Admittedly, there are advantages and disadvantages to the chosen strategy but Adidas has recognised such possible pitfalls and understands what needs to be done to continue having that competitive advantage over any competitors.  


[bookmark: _Toc530854165]7. Recommendations  

To ensure Adidas holds the recognition of the brand it must continually keep up to date with new trends and opportunities. At present, most sales are in North America but this may change in a few years, and so it is important for Adidas to remain forward thinking and stay ahead of people buying behaviour. Nike, at the moment is Adidas' biggest rival, however again this may change so Adidas must keep a close eye on other less recognised sportswear manufacturers also.  

To maintain the excellent service Adidas already provides, it is imperative that the company remains focussed and effective. Adidas must ensure customer feedback is considered and acted upon. 

Adidas must continue in its aspirations to cater for the needs of all and ensure the brand is accessible to everyone. Customer satisfaction is key to its continued success. Familiarisation with consumer preferences is crucial , as is working with celebrity influencers. It is vital to keep the brand modern and on trend so that the brand can sustain its leading role in the sportswear retail industry. 
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(Faulkner & Bowman, 1996)
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