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[bookmark: _Toc496043657][bookmark: _Toc23272][bookmark: _Toc29533][bookmark: _Toc60][bookmark: _Toc23949][bookmark: _Toc11504][bookmark: _Toc28610][bookmark: _Toc28264][bookmark: _Toc12062][bookmark: _Toc15051][bookmark: _Toc13984]1. Executive summary
This report will:
· Identify the competitive strategy of Adidas in the market
· Analyze the example of Adidas in achieving a competitive strategy
· Evaluating the strengths and weaknesses of Adidas in using differentiated strategies critically
· Give recommendations to Adidas based on differentiation strategy 
The report’s used information and theory come from academic journals, news paper,textbooks and websites.
Adidas uses the differentiation strategy in Porter's general strategy, Combining theoretical knowledge to analyze Adidas's differentiation strategy can be reflected in these aspects:
· latest sole manufacturing technology
· Special design of logo
· Adidas’s unique business portfolio
· Adidas has been committed to the development and research of sports technology,the quality of the product is very well.
Adidas has the advantages of adopting a differentiation strategy, including:
· Adidas has a high brand awareness, so the price of products can be much higher in the sports product market than other sports brands.
· Adidas has a large market share，because of the customer loyalty.
At the same time, Adidas has some disadvantages in using the differentiation strategy, such as:
· [bookmark: _GoBack]Higher cost of the product:Adidas leaving China because of higher labor manufacturing costs
· Risk of imitation:A Chinese company imitates Adidas.Because it is easy to imitate the logo and trade mark.
There are some recommendations help Adidas develop in the future:
· Adidas needs to upgrade its product technology and reduce the chance of imitation
· Finding new quality and low-cost materials and build the factory in  countries where labor costs are low
· Build a different value chain that is carefully designed for the customer


[bookmark: _Toc26443][bookmark: _Toc31837][bookmark: _Toc9980][bookmark: _Toc21860][bookmark: _Toc26893][bookmark: _Toc22948][bookmark: _Toc16397][bookmark: _Toc27940][bookmark: _Toc11536]
[bookmark: _Toc4533]2.INTRODUCTION
[bookmark: _Toc30542]2.1 REPORT REMIT
The report will cover Adidas' competitive strategy. Give some examples to illustrate how Adidas uses these strategies. Critically evaluate Adidas' current competitive strategy and analyze the strengths and weaknesses of these strategies.And finally made relevant recommendations.
[bookmark: _Toc1254][bookmark: _Toc17661][bookmark: _Toc5537][bookmark: _Toc21804][bookmark: _Toc30851][bookmark: _Toc496043660][bookmark: _Toc27422][bookmark: _Toc32512][bookmark: _Toc4435][bookmark: _Toc20863][bookmark: _Toc9025]
2.2 Background of the organisation

Adidas is a world-renowned manufacturer of sporting goods. The founder is Adolf Adi Dassler. In 1920, it was named Adidas. On August 18, 1949, it was registered under the name of adidas AG. Adidas' business includes football, tennis, track and field, and swimming. Boxing, baseball, etc. (Wenku, 2018)

Today, Adidas still insists on Adi Dassler's perfect shoemaking concept. It constantly exchanges ideas and needs with world-class top athletes and coaches. After repeated testing, it better meets the needs of consumers in the general market for high-quality sporting goods. It produces ergonomic products that not only help professional athletes in each class improve their athletic performance. In recent years, adidas has set off another trend in fashion trends. Formed a new style of fashion. (Wenku, 2018)
[bookmark: _Toc26561][bookmark: _Toc24273][bookmark: _Toc13596][bookmark: _Toc24907][bookmark: _Toc20538][bookmark: _Toc32110][bookmark: _Toc30296][bookmark: _Toc23071][bookmark: _Toc11805][bookmark: _Toc32335]2.3 strategy 
The main purpose of the strategy is to help the company achieve its goal of maximizing profits. Strategies include marketing strategy, competitive strategy, development strategy, brand strategy, financing strategy, resource development strategy and technology development strategy. Corporate strategy means that the company selects appropriate business areas and products according to environmental changes according to its own resources and strengths, forms its own core competitiveness, and gains advantages in competition through differentiation.(Strategy. 1991)

[bookmark: _Toc27862][bookmark: _Toc18110][bookmark: _Toc31433][bookmark: _Toc11899][bookmark: _Toc2564][bookmark: _Toc11062][bookmark: _Toc24595][bookmark: _Toc9433][bookmark: _Toc13569][bookmark: _Toc29232]2.4 business level strategy
Business-level strategy refers to the effective operation of all assets owned by the company through stripping, sale, transfer, merger, acquisition, etc., in order to achieve maximum capital appreciation.(Li, 2014. p.526–546)

Business-level strategy is a powerful predictor of other organisational phenomena and perhaps the most useful stream of research for practitioners is the empirical examination of its relationship with organisational performance (Li, 2014. pp.526–546)
[bookmark: _Toc25446][bookmark: _Toc32157][bookmark: _Toc546][bookmark: _Toc7239][bookmark: _Toc32073][bookmark: _Toc5819][bookmark: _Toc25287][bookmark: _Toc29071][bookmark: _Toc27303][bookmark: _Toc14466][bookmark: OLE_LINK20]2.5 competitive advantage
The competitive advantage Is a sustainable advantage over competitors, divided into cost advantage, difference advantage and focus advantage.
And competitive advantage is defined as the implementation of a strategy that allows a reduction in costs, the exploitation of market opportunities and the elimination of competitive threats (Porter, 2004)
A competitive advantage arises when an organization acquires or develops a property or combination of attributes that allows it to outperform its competitors. The term competitive advantage means that the ability to acquire through attributes and resources is higher than that of others in the same industry or market.(Anonymous, 2002. p.1)


[bookmark: _Toc22655][bookmark: _Toc22124][bookmark: _Toc32360][bookmark: _Toc31010][bookmark: _Toc28230][bookmark: _Toc10165][bookmark: _Toc23851][bookmark: _Toc19035][bookmark: _Toc7399][bookmark: _Toc25068]2.6 porter’s generic strategies
Porter's generic strategy is divided into three categories, they are cost leadership strategy, differentiation and focus.

First of all, it is cost leadership is based on experience, it will reduce costs, manage costs and control costs, and minimize the cost of R&D for services, sales, advertising, etc. (Dess, G. & Davis, P., 1984) The total cost lead is very attractive. Once a company gains cost leadership, its higher profits can be reinvested in new equipment and modern facilities to maintain cost leadership, which is often a prerequisite for maintaining low costs.
Second, it is differentiation. The differentiation strategy is to differentiate the services provided by products or companies, and to establish something unique in the whole industry. There are many ways to implement a differentiation strategy: design brand image, technical uniqueness, performance characteristics, customer service, business network, and other unique aspects.(Dess, G. & Davis, P., 1984)
If the differentiation strategy is successfully implemented, it becomes a positive strategy to win high levels of income in an industry.
Finally,it is focus.Focus is to focus on a particular customer base, a segment of a product line, or a regional market. The premise of this strategy is that the professionalization of the company's business can serve a more efficient and effective strategic goal，so that，surpassing the more competitors.(Anonymous, 1999).

Porter said “the result of this is that the company either differentiates by meeting the needs of a particular object, or achieves low cost when serving this object, or both. Such a company can make its profit potential more than the industry's general level.” (Porter,2004,p.24)These advantages protect companies from the threat of various competitive forces.
Adidas adopts a differentiation strategy that gives the company a competitive advantage in market. This report will analyze Adidas' differentiation strategy.


[bookmark: _Toc17863][bookmark: _Toc30391][bookmark: _Toc9932][bookmark: _Toc16915][bookmark: _Toc31539][bookmark: _Toc12774][bookmark: _Toc12252][bookmark: _Toc10307][bookmark: _Toc4551][bookmark: _Toc4966][bookmark: OLE_LINK5]3.MAIN BODY
Adidas is a German sporting goods manufacturer and a member of Adidas AG. Named after its founder, Adolf Adi Dassler, in 1920, he began producing footwear in Herzogenaurach near Nuremberg. Registered on August 18, 1949 under the name adidas AG.Adidas' business includes basketball, athletics, tennis, baseball, boxing, swimming and the latest extreme sports. The main products are ball and track and field clothing, yoga clothing, sports accessories (watches / glasses, etc.), footwear, men's fragrances and skin care products.(Baike,2018)
According to the financial report released on August 3, 2017, in the second quarter of 2017, Adidas Group's global sales revenue increased by 19% year-on-year (excluding exchange rate factors), and global revenue was 5.038 billion euros, exceeding the previous group's expectations of 11-13%. The annual growth rate also exceeded the 16% growth rate in the first quarter. The performance of the first and second quarters also led to the performance of the group in the first half of the year. Adidas' revenue in the first half of 2017 increased by 18% to 10.485 billion euros.(Iyiou,2017)
Today, consumers not only pay attention to the benefits of products or services, but also pay attention to the specific experiences that are acquired in the process of purchasing, consumption and service that meet their psychological needs and emotional preferences. Experience is becoming a decisive factor in product value. Consumers are becoming more and more personalized.So Adidas chose to use a differentiation strategy to differentiate its product features from its competitors.

3.1 [bookmark: _Toc2650][bookmark: _Toc24701][bookmark: _Toc6929][bookmark: _Toc18031][bookmark: _Toc27043][bookmark: _Toc29584][bookmark: _Toc1612][bookmark: _Toc28846][bookmark: _Toc25786][bookmark: _Toc27484]ADIDAs's differentiation strategy
[bookmark: _Toc3963]3.1.1 NEW SOLE MANUFACTURING TECHNOLOGY
At the beginning of 2018, Adidas decided to use the latest sole manufacturing technology, 3D printing technology, called "Adidas Futurecraft 4D". The Adidas Futurecraft 4D is worth $300, the first commercial 3D printed sneaker from Adidas. Adidas plans to launch 100,000 pairs of 3D printed shoes by the end of this year, and its plastic soles are made by Silicon Valley startup Carbon's new 3D technology. James Carnes, vice president of brand strategy at Adidas, said “ in the next few years, Adidas will increase production to millions of pairs, and the shoes we have made are revolutionary. The technology we use is something that others have never used. “(Souhu,2018)
Adidas uses differentiation strategy, using its technological advantages, and constantly develops new shoe-making technologies to differentiate itself from its competitors, thereby gaining more market share and opportunities.
[bookmark: _Toc7749][bookmark: _Toc27198][bookmark: _Toc31941][bookmark: _Toc14546][bookmark: _Toc7128][bookmark: _Toc10910]3.1.2 SPECIAL LED BRAND LOGO
[bookmark: OLE_LINK24]In order to improve the visibility of the advertising logo, Adidas commissioned Rishang Optoelectronics company to help them transform the LED advertising logo lighting system around the world, making the Adidas threshold advertising more distinctive, and enhance the spread of advertising. It is an important outdoor advertising propaganda approach for Adidas, and then attract customers' attention and increase their purchasing desire.(Weixin,2018)
[image: ]
In order to make the logo lighting effect significant, Rishang Optoelectronics has conducted in-depth investigation and research on the color preferences of people around the world, and strives to make the color of the advertising logo and the international aesthetics. (Weixin,2018)The LED advertising logo lighting solution is the result of the company's deep insight into the retail channel threshold lighting segment, not only is the light effect very good, but also better than the ordinary LED to present a full milky white, which will make the color more obvious.
Nowadays, physical stores are increasingly focusing on differentiated operations. If there is no special feature in the market, consumers will have no interest in it. Adidas's threshold for advertising is to pursue differentiation in the lighting effect, and to turn this difference into an approach to attract more customers, so that business will become more and more prosperous.

[bookmark: _Toc20245][bookmark: _Toc11678][bookmark: _Toc442][bookmark: _Toc32069][bookmark: _Toc941][bookmark: _Toc8807][bookmark: _Toc660][bookmark: _Toc26390][bookmark: _Toc1883][bookmark: _Toc24736]3.1.3 BUSINESS PORTFOLIO
The business portfolio determines the scope of business. Adidas' business scope includes: ball and track and field apparel, yoga apparel, sports accessories (watches | glasses, etc.), footwear, men's fragrances and skin care products. At present, Adidas has five series: Vintage series Adicolor, adidasY-3, adidas special Original, F50 adiZero,YohjiYamamoto.(Adidas,2018)

Adidas Original can be said to be the most popular brand of Adidas. Unlike other Adidas items, Adidas Original shoes include relatively fashionable, casual, no longer sporty style, Adidas Original vintage Sneakers became popular.
Adidas Original is well adapted to the young people's market. It takes advantage of the young people's group psychology and comparison psychology.Adidas Original used hunger marketing to increase the value and price of its products and reduce the amount of products sold.
On March 17, 2018, Adidas officially launched a running shoe called NMD, which was sold in 20 cities including Beijing, Shanghai, Guangzhou and Tianjin in mainland China. The purchaser needs to register with the ID card and each person is limited to one pair. Beijing Shimao Tianjie Store only supplies 25 pairs on the same day. Take the original red and blue color shoes as an example, it has risen rapidly from the original price of 1099 yuan to 5000+. Even on some websites of the tide shoes purchasing, the price of 10,000 yuan still has a market, which shows that the situation of “one shoe is hard to find”(Xzbu,2018)

The different styles of these three different series effectively helped Adidas expand its market and expand its brand reputation.This differentiation strategy makes Adidas a lot more market space than its competitors.
[bookmark: _Toc6291][bookmark: _Toc8512][bookmark: _Toc27760][bookmark: _Toc16310][bookmark: _Toc7425][bookmark: _Toc18564][bookmark: _Toc18353][bookmark: _Toc8622][bookmark: _Toc8357][bookmark: _Toc24587]3.1.4 UNIQUE SOLE MANUFACTURING TECHNIQUE
Adidas has been committed to the development and research of sports technology. Every year, the funds invested in the R&D center are used to design high-tech materials and designs.
In 2013, Adidas partner, the world's largest chemical company BASF invented the boost particles. Adidas bought it from BASF and named it as its new boost technology material, which promoted Boost technology as a running shoe midsole technology. It is made of plastic foam sole, composed of thousands of E-TPU (by foaming the ordinary TPU material, TPU particles are expanded and expanded to 10 times the original volume under the high temperature and high pressure like popcorn). These foamed particles are then aggregated to form a boost midsole for sports shoes. Compared with the traditional EVA midsole, boost has the advantages of more flexibility, lighter weight, stronger cushioning and more durability, and the use of boost material as the uppermost layer of the midsole can provide softer and more elastic Q-sole for the sole.(Baidu,2013)

Boost running shoes are the flagship product under adidas, lightweight design, "walking in the clouds", so that everyone who has experienced this technology is full of praise(Baidu,2013)

3.2 [bookmark: _Toc5735][bookmark: _Toc26032][bookmark: _Toc20623][bookmark: _Toc10498][bookmark: _Toc17574][bookmark: _Toc26902][bookmark: _Toc32615][bookmark: _Toc15410][bookmark: _Toc19358][bookmark: _Toc9547]advantages and disadvantages of differentiation strategy
[bookmark: _Toc19120]3.2.1 ABILITITY TO CHANGE THE PRICE OF THE PRODUCT
Globally, Adidas has a high brand awareness, so it can be much higher in the sports product market than other sports brands. Adidas earns high sales prices by sponsoring large-scale events to get exclusive sales.

Adidas sponsors countless world-class events, let's take the Olympics and the World Cup as an example. Adidas is the only designated sponsor of the 2008 Beijing Olympics and the 2010 World Cup in South Africa. Although he paid a high sponsorship fee, he also obtained the sole sales right for the related products of the event. The pricing of this part of the product is also high, but no complaints have been heard. Because the Olympics and the World Cup are held only once in 4 years, the more opportunities are rare, the stronger the people's tolerance for high prices.  A journalist went to several Adidas stores to investigate the World Cup team's competition suits, shoes and football sales  are rank first in the store, and one store actually has some numbers out of stock. The price of a suit is as high as 718 yuan (Top 498, Shorts 320). In addition, by sponsoring large-scale events.(Wenku.2015)
it is also very helpful for Adidas brand awareness and image. It is famous, and the future pricing can be Higher.

[bookmark: _Toc5627][bookmark: _Toc26269][bookmark: _Toc25385][bookmark: _Toc24121][bookmark: _Toc14053][bookmark: _Toc21668][bookmark: _Toc30973][bookmark: _Toc4199][bookmark: _Toc30888][bookmark: _Toc2093]3.2.2 ADIDASS’BRAND LOYALTY
Brand loyalty is a measure of a customer's loyalty to a brand. The consumer repeatedly purchases and uses the brand for a long time, and forms a certain trust, commitment, emotional maintenance, and even emotional dependence on the brand.(Baike,2018)
Customers with high brand loyalty are less sensitive to price, are willing to pay high prices for high quality, recognize the value of the brand and regard it as a friend and partner, and are willing to contribute to the brand.
Nike and Adidas have high loyalty in the international sports brand market, respectively, Nike 62% and Adidas 59% ranked first and second respectively(Docin,2015)
The income level is constantly improving, and many people are willing to buy high-end products. Adidas' adult consumer group is positioned at 18-60 years old, with a medium or higher education level, male or female with high family or personal income, or impulsive consumers. Youth. Adidas products are high-end products in the field of sports and leisure, so even if the products are out of season, there are still some potential consumers willing to buy, so the discount is a means to attract customers, and increase the purchase rate of potential customers. Explain that Adidas has a large market share in brand awareness and loyalty.
[bookmark: _Toc28386][bookmark: _Toc12209][bookmark: _Toc32555][bookmark: _Toc13975][bookmark: _Toc1770][bookmark: _Toc27519][bookmark: _Toc12795][bookmark: _Toc7938][bookmark: _Toc2637][bookmark: _Toc24414]3.2.3 HIGH COST 
High cost is characteristics and shortcomings of differentiation strategy, differentiation strategy is important that the company has high quality service and special products in the same industry. (Zhidao, 2018)
For a company, it is important to control the cost of the product, including labor costs, R&D technology costs, transportation costs, and so on. If a company pays a high price on cost, then the company’s profits will definitely decrease.
For example,US "Marketing Network" 2018 May 22 article, original title: “Nike and Adidas began to move away from China”, this can explain the problem Nike and Adidas are moving more Asian manufacturing business from China to Vietnam, so look at the recent emergence of one A new situation: more and more companies are leaving China because of higher costs. Adidas reported that 44% of the company's footwear products were produced in Vietnam last year, up 13% from production in China.(Souhu,2018 )
[bookmark: _Toc8270][bookmark: _Toc23277][bookmark: _Toc2902][bookmark: _Toc22222][bookmark: _Toc25993][bookmark: _Toc7418][bookmark: _Toc16752][bookmark: _Toc32448][bookmark: _Toc8377][bookmark: _Toc3777]3.2.4 RISK OF IMITATION
A imitation product is a product that is appreciated by a group that is limited by its ability to consume and cannot meet the needs of life.(Baike.2018)
A lot of imitation will narrow the gap between products. Especially when the product develops to maturity, manufacturers with technical strength can easily reduce the difference between products through realistic imitation. And gaining the profit.
For example,Adivon is a sports products company founded in Quanzhou, Fujian, China in 2006. It mainly develops, produces and sells sports shoes, clothing and sports equipment. The Adivon brand was controversial at the time of its creation because of its similar trademark and logo to the international sports brand Adidas.Adivon hopes to expand with the popularity of Adidas. Although it is a copy of the product, when the development is strong, it will cause a small loss of profits to Adidas.(Baijiahao.2018)
[image: ]
However, if other sports product companies imitate this product and launch similar products, this will cause Adidas to lose its differentiated competitive advantage.

[bookmark: _Toc18298][bookmark: _Toc30178][bookmark: _Toc23131][bookmark: _Toc14199][bookmark: _Toc30305][bookmark: _Toc13049][bookmark: _Toc14726][bookmark: _Toc15725][bookmark: _Toc14578][bookmark: _Toc6835]4. Conclusion
Adidas adopts the differentiation strategy in Porter's general strategy. Its unique products and excellent service make the Adidas brand more unique. Adidas' differentiated strategy has a competitive advantage in the market.
Adidas uses a differentiation strategy. First, Adidas focuses on product development. The company employs the best designers and R&D personnel to develop new technologies for shoemaking and to ensure the uniqueness of the company's products. Second, Adidas attracts customers by changing the brand logo and increases customer awareness of the product. Finally, a variety of brand styles allow Adidas to adapt to multiple markets and expand Adidas sales and customer loyalty.
Adidas gains an advantage through a differentiation strategy. First, because Adidas unique and quality shoemaking technology. This allows Adidas to acquire more customers, so Adidas can get more profits. Second, Adidas' good customer loyalty also makes it a large market share, so even the products of the season still have customers to buy.
The differentiation strategy has a negative impact on Adidas. First, the drawback of the differentiation strategy is that it is imitated, other companies will imitate the same product, and then it will affect Adidas to reduce its competitive advantage. Second, the cost of high-end products is bound to increase, because the products need to be updated, each update will cost more than the previous development.

[bookmark: _Toc23843][bookmark: _Toc20686][bookmark: _Toc28366][bookmark: _Toc25618][bookmark: _Toc13938][bookmark: _Toc16277][bookmark: _Toc22317][bookmark: _Toc7345][bookmark: _Toc21931][bookmark: _Toc6406]5. recommendations
Adidas needs to upgrade its product technology and reduce the chance of imitation.Adidas is looking for ways to reduce costs, such as finding new quality and low-cost materials for shoemaking, and building factories in countries where labor costs are low.There must be a different value chain that is carefully designed for the customer. Marketing, manufacturing, and logistics must be different from their competitors in order to be unique, otherwise they can only compete on operational efficiency.
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