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 This report will attempt to,
·Identify the strategy of Adidas
·Analyze the significance of relevant methods to achieve this strategy
·Evaluation of Adidas' strategy
·Provide relevant advice to improve the future performance of Adidas
 
All academic materials in this report are original academic journals and books.
 
Differentiation and Focus are the strategies adopted by Adidas.
 
Adidas uses three methods to achieve this strategy
·Brand
·Differentiation
·Corporate Social Responsibility
 
Adidas applies the advantages of this strategy,
·Brand loyalty
·Increase market share
 
Adidas applies the shortcomings of this strategy
·Imitation
·Higher product cost
 
Advice to Adidas
·Continue the strategy and improve products by creating new ideas
·Continue to adhere to brand building and establish a good reputation from the customer's concept
·Continue to build social responsibility values, more related to social issues
·Hiring more talent to support the process of creating new products


[bookmark: _Toc12287][bookmark: _Toc531031773]2.0 Introduction
[bookmark: _Toc10055]This report will identify Adidas' strategy, analyze Adidas' strategy, evaluate the feasibility of Adidas' strategy, and make recommendations for Adidas' future performance.
[bookmark: _Toc531031774]2.1 Adidas’ background
Adidas is a German manufacturer of sporting goods. Its name comes from the founder Adolf Adi Dassler. Its products include shoes, clothing and sporting goods. In 1920, Adidas began producing footwear in Herzogenaurach. Registered on August 18, 1949 in the name of Adidas AG. (Adidas, 2015)
 
It is a multinational company that designs and manufactures shoes, clothing and accessories from the headquarters in Herzogenaurach, Germany. It is the largest sportswear manufacturer in Europe and the second largest sportswear manufacturer in the world after Nike. (Bloomberg, 2008)
 
It is the holding company for the Adidas Group, which consists of the Reebok sportswear company, TaylorMade golf company (including Ashworth), Runtastic, an Austrian fitness technology company and 8.33% of German football club Bayern Munich.(Adidas, 2017)
[bookmark: _Toc3526][bookmark: _Toc531031775]2.2 Objectives
The report is supposed to
·Identify the strategy of Adidas.
·Analyze the relevant methods' implications of achieving this strategy.
·Conduct the critical evaluation of Adidas’ strategy will be conducted.
·Provide the relevant will be provided to improve the future performance in terms of Adidas
[bookmark: _Toc13808][bookmark: _Toc531031776]2.3 Definition of major theories
[bookmark: _Toc10350][bookmark: _Toc531031777]2.3.1 Strategy
Strategy is important to the enterprise because limited resources are used to accomplish the goals. Strategies include setting goals, identifying actions to achieve them, and mobilizing resources to implement actions. (Simandan, 2018)
 
The strategy determines the basic long-term goals for the company and sets specific action plans to allocate resources reasonably to achieve the goals effectively. (Chandler, 1962)
[bookmark: _Toc22066][bookmark: _Toc531031778]2.3.2 Business Level Strategy
There are three core issues in the Business-level strategy: Who is the target customer and what services are needed for the product? How do companies meet the needs of their customers? In short, Business-level strategy focuses on how to acquire and satisfy customers, provide goods and services that meet their needs, and increase operating profit. (Garcia, 2018)
 
As a result, enterprises need to position themselves to competitors with business-level strategies and always understand market trends and technology changes. (Beard, 1981)
[bookmark: _Toc10912][bookmark: _Toc531031779]2.3.3 Competitive Advantage
Competitive advantage is a unique quality that is superior to competitors. This quality is difficult to observe and measure, but it can clearly stand out from the competition. (Edmondson and Moingeon, 1995)
[bookmark: _Toc3031][bookmark: _Toc531031780]2.3.4 Porter's generic strategies
There are three methods in which enterprises can gain a competitive advantage. They are overall cost leadership, differentiation and focus. The overall cost of leadership allows the price of its products to be lower than that of competitors, thus occupying market share. Differentiation can accurately target the target user groups and customize a unique product or service for each group. Enterprise use Focus with Overall market leadership and/or Differentiation to effectively capture industry and market trends and make money. (Porter, 1980)
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Figure 1 - Porter's generic strategies
[bookmark: _Toc9631][bookmark: _Toc531031781]
3.0 Main body
Adidas uses Differentiation and Focus in the sale of products and services.
 
The Differentiation of Adidas is divided into internal and external. 
Adidas internally divides customers into layfolk, fashionista and sporter through these three different brands, which means different brands focus on different user experiences. Externally, Adidas will use a number of methods to increase its market share, such as increasing its exposure to attract public attention.
 
Combined with Differentiation, Adidas uses Focus to follow up research and analyze the preferences and spending habits of different consumer groups. 
Different advertisements and different products are designed for different users to effectively increase the average total profit of each Adidas product.
[bookmark: _Toc21811][bookmark: _Toc531031782]3.1 Application of Strategy
[bookmark: _Toc28702][bookmark: _Toc531031783]3.1.1 Brand
Brand is a series of marketing and communication methods designed to help customers differentiate their products from competitors. The brand strategy consists of brand’s identity, brand communication, brand awareness, brand loyalty, and various brand management. (Ghodeswar, 2008)
 
Brand of Adidas 
Adidas has three different logos, which are trefoil representing Originals, sphere representing Style and three-stripes representing Performance.
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Figure 2 - Adidas’ different brands
 
The three-striped logo was designed by Adidas' founder, Adolf Adi Dassler, and the three-striped logo represents the mountains, pointing to the desire to achieve challenges, achieve the future and continually achieve goals. But the power to use the three stripes is not owned by Adidas from the beginning.(Marketing, 2012) Adidas purchased its iconic three-striped logo from the Finnish sneaker brand Karhu Sports in 1952. (Weather, 2012)
 
Trefoil represented is to connect three continents together - which is shaped like a three-dimensional expansion of the Earth plane, and is very similar to a world map, a symbol of the exercise to extend the power of the world. (Marketing, 2012)
 
Adidas style is a high-end fashion brand that Japanese designer Yamamoto and the Adidas brand cooperate with. Its products can be said to be the most close to the fashion front of the Adidas brand, and to a certain extent, it is a luxury series. The meaning of the logo symbol represents the spirit of the influx of people who always stand at the forefront of fashion and pursue high-end enjoyment. (Marketing, 2012)
 
Brand communication & awareness 
Celebrity endorsements is a common advertising marketing strategy, in which celebrities use their positive social status or reputation to help promote products. (Lee, 2008)
 
As mentioned earlier, Adidas has internally divided customers into different groups. Therefore, Adidas needs to invite different celebrities to endorsements for different groups.
 
Celebrities facing layfolk should be highly acclaimed actors, such as Jet Li’s endorsement training shirt. (Li, 2009) Jet Li is a Chinese action star, and his films are known by many people. (Schwarzbaum, 1998) The theme of Jet Li’s endorsement is Kung Fu, which matches his impressions in the public. 
 
Celebrities for fashionista should be the star of the current fire, such as Justin Drew Bieber endorsement Adidas Neo. (Madden, 2012) Justin Drew Bieber is a Canadian singer-songwriter, who debuted in 2008 and his career has flourished over the past decade. He has been listed three times by Forbes magazine among the top ten most powerful celebrities in the world in 2011, which is the reason why Adidas chose him to endorse. (Forbes, 2011)
 
Celebrities for sporter should be well-known athletes, such as Messi endorsement football shoes. (Furgiuele, 2017) Lionel Andrés Messi Cuccittini is an Argentine professional football player who has served as a forward and captain of the Spanish club Barcelona and the Argentine national team. He is often considered one of the best players in the world because of his performance and is considered by many to be one of the greatest players. (France-Presse, 2016) Adidas designed a series of soccer shoes called Memeziz for Messi. The customers have a high rating on this series of soccer shoes. Neemeziz on Amazon has received at least 4 stars, 5 is full.
[bookmark: _Toc279][bookmark: _Toc531031784]3.1.2 Differentiation 
Chamberlin (1933) defines differentiation, which is the process of distinguishing a company's products or services from competitors' products or services, making its products or services more attractive to specific target markets.
 
Differentiation seems to push out slow-growing enterprises in the crowding industry, but it is actually subdividing the market to reduce competition. Enterprises will find a market that is most suitable for them in the process of market segmentation. At this time, companies are more likely to succeed if they invest limited resources into this market. (Kotler, 2006)
 
Physiological needs 
 
Accelerate research and development
Adidas is a company with unique insights into innovation. Adolf Dassler had transformed the previous heavy metal spike model into canvas and rubber to improve the quality of spiked sneakers. (Adidas, 2015)
 
Football is a characteristic sport in Europe. Adidas, which is the birthplace of Europe, will not ignore this market. The physical qualities of top athletes tend to be the same. At this time, it is the equipment such as shoes that can affect the outcome of the game. Therefore, Adidas' research and development in sneakers is an urgent task. (Behnisch, 2016)
 
Improve competitiveness in hardware
Enhancing competitiveness is not only about enhancing the quality of goods, but also enhancing all aspects of serving goods. For example, Adidas chose to increase the cost of logistics to shorten the time customers receive goods. Compared to competitor Nike, Adidas does not have a good logistics infrastructure to serve its own logistics system. So between saving costs and satisfying customers, Adidas chose the latter, that is, Adidas outsourced logistics. After several cycles of cooperation, Adidas screened out partners who are both cheap and guarantee the quality of their logistics. (Style, 2016)
 
Psychological needs
 
Frequently invite celebrity endorsements from different fields
Now Adidas is not just a sports brand. It also involves many aspects, such as sports, fashion, leisure, music , movie and hardcore. This is the advantage of market segmentation, and every field can attract users. So now it requires a lot of different areas of the leader to endorsement.
 
On December 20, 2017, Adidas released an advertisement video which named "Calling all Creators". In that video, 25 superstars from different fields, different brands of Adidas sit around the long table to discuss the importance of innovation to the times and encourage consumers to participate in the creation of products. (Adidas NEWS STREAM, 2017)
 
Keep the company fresh in the public
Adidas has different styles of clothing and shoes in different seasons, and new models are available every year. This not only ensures that companies receive income due to seasonal changes, but also ensures that companies are active in the public's perception. Adidas can stimulate loyal users through the new, and also attract potential users and recall silent users. (Headlines, 2017)
[bookmark: _Toc19698][bookmark: _Toc531031785]3.1.3 Corporate social responsibility 
CSR is a kind of voluntary behavior of enterprises. It can be small or large, and it belongs to CSR from saving electricity to environmental protection. It is based on law but above the law. (Wood, 1991)CSR does not always bring direct benefits to the business, it may require the company to abandon some of the benefits.(Carroll, 1991) For example, in order to protect the environment, sewage needs to be treated to a certain standard before it can be discharged, which increases the production cost of the enterprise.
 
However, CSR is necessary for the company. CSR encourages companies to have a positive impact on the environment and stakeholders. Positive public relations and high ethical standards from CSR increase long-term profitability and shareholder trust, and reduce business and legal risks by being responsible for corporate actions. (Farrington, 2017)
 
Adidas has three main actions in CSR: recycle material, optimize supply chain and protect labour rights.In 2015, Adidas launched the world's first sneakers and 3D printed midsole with yarn and filaments made from marine waste. Make procurement information transparent and let the public know how much environmentally friendly materials the company uses. Adidas became the first company in the industry to publicly publish annual third-party labor and human rights complaint records. (Adidas, 2018)
[bookmark: _Toc16700][bookmark: _Toc531031786]
3.2 Advantages & Disadvantages
[bookmark: _Toc8255][bookmark: _Toc531031787]3.2.1 Advantages
Brand loyalty 
Brand loyalty is the act of a customer repeatedly purchasing products from the same manufacturer. Customers with brand loyalty will not consume the manufacturer's products or services because of changes in competitors or industry environments. (Kasolowsky, 2014)
 
Brand loyalty is very important for a company, and those who are willing to repeat consumption can provide stable revenue for the company, and they will also consume when the price increases. They are very concerned about this company, and when the company is in crisis, they are willing to help the company to tide over the difficulties. (Marketbusinessnews.com, 2018)
 
Advertising is a great way to increase brand loyalty. When TV commercials are full of brainwashing advertising words, Adidas has taken a different approach and chose to shoot sports ads for sports. The advertising of Adidas' sporting goods is in stark contrast to the noisy advertising words of ordinary products. Those voices are quiet but moving, and with the exquisite advertising screen, they will be impressed once they are seen. This not only increases the customers' recognition of the brand, but also makes the customer feel that the brand's products are superior. (Mollika, 2018)
 
Increase market share
Increasing market share is one of the most important goals of an enterprise. The more market share, the better the company's development prospects in the industry. The main advantage of using market share as a measure of business performance is that it does not generate large fluctuations due to macroeconomic variables. (Paul, 2006)
 
The method that Adidas increases its market share is inseparable from Differentiation. Adidas segments the target market into different areas and develops them at the same time. The more market share Adidas has, the more difficult it is to occupy a new share. Adidas chose to occupy an easy-to-obtain market share in many areas, so that the total share of the occupation is much higher.(Luo, 2017)
[bookmark: _Toc17730][bookmark: _Toc531031788]3.2.2 Disadvantages
Imitation
Counterfeit consumer goods are goods that are manufactured or sold under other brands without the authorization of the brand owner and are usually of poor quality. Sellers of such goods infringe the rights of brand owners by counterfeiting the goods of the brand owner. (Chaudhry, 2009)
 
When a brand is famous, it is inevitable that someone who is not good at plagiarism is creative, and Adidas is no exception.
 
After five years of struggle, the trademark dispute between Adidas and Chinese local brand Adivon finally reached a settlement in 2013. Adivon terminated the act of imitating Adidas and transferred Adivon's trademark to Adidas for free, and Adidas also made concessions at the expense of abandoning Adivon's criminal liability and compensation.(Brand, 2013)
 
In 2016, Adidas filed a lawsuit against Skechers. Because one of Skechers' products plagiarized Adidas' "Stan Smith" design, the other product was completely a replica of "Springblade". (Rooney, 2016)
 
Higher cost of products
The cost of producing products is composed of equipment, raw materials, labor, and depreciation. Each part can affect the final price of the product. (Arthur, 2003)
 
As a populous country, China has relatively cheap laborers. Adidas focused this and  built factories in China to manufacture productions. However, in the past decade, Adidas had to pay more and more salaries to Chinese workers. In order to guarantee the revenue, Adidas need to increase the price of the productions, which is not conducive to contend with competitors. Therefore, Adidas chose Vietnam, a country with cheaper labour, as a substitute for China.(Wolf, 2018)
 
[bookmark: _Toc28424][bookmark: _Toc531031789]
4.0 Conclusion
 
Adidas has gained a competitive advantage through the use of differentiation and focus strategies. By creating trendy styles and keeping the public fresh, Adidas can attract stable users to buy products and get a stable revenue.
 
Adidas achieves differentiation and focus strategies with: 
·Segment the target market and develop simultaneously in all areas
·Frequently invite celebrities to endorse and keep the public fresh
·Strengthen corporate social responsibility and establish a positive figure
 
Adidas' advantages in achieving its strategy include:
·Improve the quality of advertising to gain customer loyalty
·Segment the market and occupy the easy-to-obtain field, increasing the total market share
 
However, the disadvantages of the Adidas using this strategy are:
·Creativity is plagiarized before profitability
·Production costs are gradually increasing
 
[bookmark: _Toc19064][bookmark: _Toc531031790]4.1 Recommendations 
·Continue to segment the market and find a profitable target market and develop as soon as possible
·Apply corporate social responsibility to more aspects and maintain good performance
·Invent more ideas and encourage consumers to share their ideas
·Protect their ideas with the Patent Act
 
[bookmark: _Toc531031791]
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