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[bookmark: _Toc530861275]Executive Summary 
The report is to identify the competitive strategy that Adidas takes over and evaluate the competitive strategy. The purpose of the report is to help Adidas find the better development prospects. The report focuses on the cost leadership strategy of Adidas. Adidas’s fundamental strategies is cost leadership strategy at now, and it is drawn toward to the three strategies. So the cost leadership strategy makes significant influence on Adidas group at its long - term development stage.

The report is divided into three parts: the competitive strategy of Adidas and analysis, the advantages and limitations of the cost leadership strategy and the recommends for Adidas. For the cost leadership strategy, the value chain strategy makes an effort. The report makes comparisons between Adidas, Nike and Li Ning at the value chain. In addition to the value chain, Adidas’ strategies also include the SAP management, restructuring operations, purchasing reform and raise productivity. Through analyzing the competitive strategy of Adidas, the report finds out some advantages and limitations for it. The advantages involve against the opponent, beneficial price and others. And the limitations include being copied easily, and losing the ability of predicting the market, etc. The purpose of the report is to help Adidas find the better development prospects.
[bookmark: _Toc530861276]Introduction 
[bookmark: _Toc530861277]2.1 Adidas Background 
Adidas is among the leading names in the sports shoe and apparel industry. Adidas is a German sportswear manufacture, and its general headquarter is in the Herzogenaurach, Germany. Adidas started using the new slogan ‘adidas is all in’ (Source: adidas-group’s website,2018). The company's business is involved in the design, development and manufacture of athletic and sports lifestyle products. Its products contain three categories：Footwear, Apparels and Hardware. About the sale modes, Adidas through retail stores, franchisees, department stores and online retailers to sell its products. And its scope of business across the world, such as Europe, the Americas, Middle East Africa, China, etc. In terms of the core brands, Adidas contains Adidas and Reebok. In order to develop its current competitive position, Adidas take the cost leadership strategy. Adidas’ cost leadership strategy includes the value chain method, SAP management, restructuring operations, purchasing reform and raise productivity. 

At the market of sports, Adidas and Nike continue to battle. Adidas keeps the role of challenger, at 2017, Adidas (ADDDF) brand sales in North America increased 25%, compared with 3% for Nike (NKE). Nike is still bigger than Adidas: Adidas’s income is $5.3 billion in 2017, compared with Nike's $15.2 billion (Ahiza, 2018). At the same time, the domestic brand Li Ning of China also can be supposed to an arch rival in the sports market.
[bookmark: _Toc530861278]2.2 Porter’s Generic Strategies & Cost Leadership Strategy Definitions
The definition of strategy means business or organization establish its external and long-term purpose, policies, etc. Strategy is the general designation. Business level strategy and competitive strategy are belonged to strategy. The two strategies are defined by the different aspects.  At the aspect of business strategy, it focuses on policies of choosing the product, customer satisfaction level and others (Surbhi，2017). The purpose of business strategy is to position the business with competitors. However, competitive strategy is one of the enterprise strategies. Competitive strategy is from the perspective of top managers, whose purpose is to establish and maintain the specific position of company’s products in the market through the relation of competitor products, its products and customer demand.

The market environment of the enterprise is unprecedented intense competition. Enterprise strategy is a strategic system, which involves competitive strategy, technology development strategy, marketing strategy, development strategy, information strategy and others. Competitive strategy is an enterprise in the same use of the value of the competition on the offensive or defensive behavior.

Porter’s generic strategies are belonged to the competitive strategies. Porter’s generic strategies are generally recognized in the field of strategic management around the world (Hwy-Chang et al., 2014). The strategies mainly contain three categories: focus strategy, differentiation strategy, and cost leadership strategy. According to Michael Porter, cost leadership strategy is in order to keep the costs at the lowest level (Kaliappen and Hilman, 2013). In the cost leadership strategy, company is is the most competitively priced product on the market (Kimberlee, 2018). That is meaning when a company uses the cost leadership strategy, it should make save time and cost. For keeping the lowest costs, there are two ways: complete the value chain and control the factors of a company value chain. Cost leadership involves total costs control (Mashruwala and Tripathy, 2014). Porter’s Value Chain includes operations, outbound logistics, inbound logistics, marketing sales and service (source: James et al., 2018).

Porter’s generic strategies
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[bookmark: _Toc530856488]Figure 1: Porter’s Generic Strategies
(source: Denis, 2014)

[bookmark: _Toc530861279]Cost Leadership Strategy of Adidas
3.1. [bookmark: _Toc530861280]Value Chain Analysis of Adidas
[bookmark: _Toc530861281]The Value Chain of Adidas
Adidas adopts a train of cost leadership strategies , the most important strategy is value chain. Value chain is a large project, which involves the activities of design, production, marketing and distribution. As for Adidas, it is outsourcing logistics Kingdom. Last year, it cooperated with nearly 296 suppliers all over the world. These supplier crate Adidas’s products, and then transport them to their warehouses. Adidas sells products through three ways: retail stores, franchisees, department stores and online retailers. It owns nearly 2500 retail stores, 13000 branded franchise stores. Apart from these, Adidas has around 150,000 wholesale doors in order to sells its products.  At its warehouses, Adidas receives its products which from supplies. It owns several large distribution centers which are located in various parts of the globe.  These distribution centers distribute the products to the retailers and wholesalers. In the whole process, Adidas uses advanced technologies and software to track inventory (Abhijeet,2018). In the value chain strategy, Adidas focus on the lowest costs. Cost leadership is beneficial, which can keep debts levels down and control operations’ costs ( Valipour et al., 2012). 
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[bookmark: _Toc530856489]Figure 2: Value Chain of Adidas
[bookmark: _Hlk530334092](source: Adidas group, 2018)


[bookmark: _Toc530861282]Compared with Nike and Li Ning in value chain
To manage the productive process of its value chain management, Nike use a global procurement team (Abhijeet,2018). As for Nike, its products almost are made by independent contractors. Through the regional offices and distribution cores of Nike, these products are assigned to various markets of the globe. Because of the large needs of its retail stores, Nike uses a series of regional distribution centers to distribute. At the industrial chain system, Li Ning company involves raw material procurement, research, design, and production to sales. For the more, it also established a clear corporate framework, which focus on logistics distribution, human resources and information systems. However, in terms of production, Li Ning does not choose the outsourcing production products. 

At the cost leadership strategy, Adidas, Nike and Li Ning adopt different policies. Compared with Nike, in the area of logistics, Adidas and Nike take over different ways. Through the long term development, Nike has established its own complete logistics system. While Nike chooses to use itself logistics system, Adidas prefers to outsourcing logistics operations. Through an accurate count, Adidas finds outsourcing logistics operations can reduce its running costs. Compared with Li Ning, Adidas’s difference shows up in the mode of production. Li Ning still tend to independent processing and consigned processing. Production outsourcing and outsourcing logistics is Adidas’s value chain strategy, it seeks way to prevent process risk and save time to other aspects.
[bookmark: _Toc530861283]3.2 SAP Management 
Big data and predictive are vital activities for Adidas group to make the its cost down (David, 2014). The SAP management system is a Adidas tool which can help its customers select their favorite color and style to allow Adidas group to product the shoes. The tool support Adidas group to seek information easily. Meanwhile, SAP solutions also help to reduce complexity for adidas Group, which is beneficial to save time and reduce the cost for products producing. The SAP management also can help Adidas group to unified purchasing channels and strengthen the control of the value chain. Making the great of big date in the world is a intelligent steps for Adidas to reduce the cost. 

[bookmark: _Toc530861284]3.3 Restructuring Operations
For the moment, Adidas group is taking a series of initiatives of restructuring operations to cut the cost (Isabelle, 2018). At 2018, Adidas is closing the non-performing stores in India, whose purpose is to make an effort in cutting cost. There are many products of Adidas is being moved out of India, including Adidas Originals, Premium Running and football. These will be transferred to other countries, which include Dubai. To adapt to the India market, Adidas is devoted to expanding online currently. The purpose is to streamline the whole operation to achieve the cost leadership strategy. 
[bookmark: _Toc530861285]3.4 Purchasing Reform
At now, Adidas purchases about 90% raw material products in China, and it takes measures to adjust the product mix to deal with the issue of increasing costs. Adidas group plans to develop the efficiency of its all supplies. It plans to cooperate with its supplies in the clear-cut season. This will help Adidas group to know the efficiency of its supplies, and the predictability can help Adidas understand how to reduce the cost. At the moment, Adidas has adjusted the lowest production form 1200 to 2400, and also has adjusted the threshold of merge purchasing ( Leonie, 2015).

[bookmark: _Toc530861286]3.5 Raise Productivity
The four levers of Adidas group to develop the efficiency are smart product development project, automation, excellent operation and streamline the process. Specialization means Adidas should invest more to its supplies, but the final target is to reduce the cost and save the time of conversion of production. Adidas is exploring the automatic cutting way of shoes production. McNamara indicates that the automatic cutting way can bring automation, which will bring production optimization and reduce the cost of labors. 
[bookmark: _Toc530861287]Evaluate the Cost Leadership Strategy of Adidas
[bookmark: _Toc530861288]4．1 Advantages 
[bookmark: _Toc530861289]4.1.1 Against the Opponent
[bookmark: _Hlk530335494]When a company uses the cost leadership strategy effectively, it can win the high yield position. There are many advantages of the cost leadership strategy. It helps Adidas group to stand up to the same types company, such as Nike. At the aspects of professionalism, Nike may have the strengths, so Adidas not only need to pursue the professionalism, but also need to find out another way to keep its brand position (Naveen and Anders, 2017). At now, the speed factories of Adidas in Bavaria (German) make use of 3-D technology and robots to produce the shoes, which can produce almost half a million shoes. The supervisor of innovation of science and technology sector in Adidas indicates that only when a company can make technological basis for production, it can nearer to its customers. Rely the speed factory and 3-D technology, Adidas develops its production efficiency and take the part of ongoing cost reduction effort. 

[bookmark: _Toc530861290]4.1.2 Other Advantages
The cost leadership strategy contains others strengths. It can oppose to the ability of Adidas’s customers. When a product involves the same price, design and other factors, its lower cost can make it at a beneficial position. At the supply chain, Adidas makes use of three different types of supplies, including contractors, sub-contractors and local materials companies. These reduce the its labor cost, which can make Adidas more focus on other aspects, like research and design. For the more, the cost leader strategy also improves Adidas group’s ability to deal with the price raising behavior of its supplies. At the same time, Adidas possessions unique production outsourcing and logistics outsourcing strategy form a barrier to entry the sports products market for other company who want to get a slice of the cake. After all, Adidas group’s unique value chain strategy has formed the competitive advantage for its substitution.
[bookmark: _Toc530861291]4．2 Limitations
Strategy of cost leadership also involves limitations. One of the limitations is the risk of being copied. Adidas group is the first company who select production outsourcing and logistics outsourcing strategy. Today, the production outsourcing and logistics outsourcing strategy is universal, for more and more groups choose this value chain strategy. The natural advantage fades away, which make Adidas group seek to more optimized value chain.

At the moment, the cost leadership strategy may make Adidas group lose the ability of predicting the market. Actually, extremely pay attention to the lowest cost, a company may ignore other aspects strategies. The unique value chain can be the weakness for Adidas, the group should try to avoid this error. Under the influence of the external environment easily is a big limitation of the cost leadership strategy. And the change of the technology will bring down the efficiency of business resources. 

Easily to be misunderstood is also the one of the cost leadership strategy’s limitations. Cost leadership strategy does not mean the lowest price. If Adidas leads its self to the position of the lowest price but not the lowest cost, it will push its self to an endless price war. Adidas and its competitors will keep competing lower price of their products.
[bookmark: _Toc530861292]Recommendations    
[bookmark: _Toc530861293] 5.1 Strengthen the Cost Leadership Strategy
The cost leadership strategy is an earlier competitive strategy for Adidas. As for now, what is the group should do is to keep the strategic sustainability. According to  Abhijeet Pratap (2017) dedicates, Adidas group adopts the high price and low price strategy to fix products’ price. Different price can cater to different customers, its cost leadership strategy brings it a chance to the shoes market.  In the era of big data, Adidas group pay more attention to the electric business and electric. Though Adidas group stands on the previous location because of the advanced production technology. It should still keep pursuing.
[bookmark: _Toc530861294]5.2 Focus on Research
Porter’s generic strategies contains three categories: focus strategy, differentiation strategy, and cost leadership strategy. Any company who want to climb to the top needs to develop its all - round development strategies, including Adidas. From the positioning perspective of strategic management, it indicates that successful differentiation derives from the unique products (Gino et al., 2017). So the core of product process is research. The unique design and originality can help Adidas go to the higher level. Adidas is trying to gain market share by experimenting with new, more recent designs (Schwarzmayr,2015) The cost leadership strategy helps Adidas group to save time and money to research and design products.
[bookmark: _Toc530861295]5.3 Human Resources Strategy    
Human resources also play an important role in the development of a company. Adidas should make great use of its human resource.  At now, Adidas group are making the effort to united the human resource strategy and business strategy (Nicholas, 2017). 
[bookmark: _Toc530861296]5.4 Brand Image Strategy
The brand building represent the personal characteristics of a company. Being perceived by customers and other stakeholders, is the successful single of the brand ( Martin, 2015). In recent years, Adidas group takes steps to build its brand,Such as sign the spokesperson strategy. Adidas should more focus on the high quality of its products. High quality and low price are the two talismans to establish the people's hearts brand image.                                                                                                                                                   
[bookmark: _Toc530861297]Conclusion
[bookmark: _Hlk530328651]Comprehensive strategies are necessary for Adidas group’s successful, but it needs to select one deterministic strategy at specific period. Adidas wants to make use of its brand, stimulate creativity and seek inspire enthusiasm for consumers (Thomas, 2016). The competitive strategies of Adidas are its long term plans, its mission is to “be the best sports company in the world” (adidas-Group, 2017). The cost leadership strategy is the earlier strategy for Adidas. 

Porter’s generic strategies bring the available model for the company to develop its business management. Michael E.Porter supposes that a successful company should make clear its strategy at specific period. The strategy of a company should keep pace with the times.  
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