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Executive summary

With the people’s awareness of keeping a balanced diet and healthy lifestyle being promoted, the market of sportswear and sports accessories seems to have been playing a vital part in people’s daily lives. Enterprises in sportswear industry are trying their utmost to meet the expectations of their consumers and obtain more market shares. In this reports, Adidas is exploited as the case and Porter’s Generic Strategies Model is adopted to discuss what competitive strategies Adidas implements and how Adidas fulfill its goals of competitive strategies. Adidas is a multinational sportswear manufacturing company, which was founded in 1949. And Adidas is headquartered in Herzogenaurach, Germany. Adidas was named after its founder, Adolf Adi Dassler. Adidas is engaged in the manufacturing, developing and creation of a broad range of athlete products, which include football shoes, sportswear, bags, balls and other sport lifestyle products. Through the findings in this report, Adidas uses business level strategy and differentiation focus strategy to fulfill its goal of taking the leading place in the sportswear industry.

Contents

31 Introduction


41.1  Aim of the Report


41.2 Connotation of Strategy


51.3 Definition of Business Level Strategy


51.4 Definition of Competitive Advantage


61.5 Porter’s Generic Strategies Model


72 Corporate Background of Adidas


83 Competitive Strategies Implemented by Adidas


83.1 Business Level Strategy


93.2 Differentiation Focus Strategy


104 Advantages and Disadvantages of Adidas’ Strategies


104.1 Advantages


114.2 Disadvantages


115 Conclusion


126 Recommendations and Implications


127 References




1 Introduction

With the people’s awareness of keeping a balanced diet and healthy lifestyle being promoted, the market of sportswear and sports accessories seems to have been playing a vital part in people’s daily lives. To obtain a advantageous position in the sportswear industry, enterprises have to adopt a variety of competitive strategies to win as many market shares as they could. Strategies just reveal the overall directions that enterprises move forward and make feasible and reasonable plans for enterprises to achieve their goals. (Drucker, 2003) Different strategies could bring out different results for enterprises. In this report, Adidas, the second largest sportswear manufacturer in the world, after Nike, would be taken as the example to probe into the implementation of its competitive strategies and the actions it takes to realize the targets of competitive strategies. (Smit, 2007) Hence, this report could be mainly divided into parts: in the first part, definitions of major concepts including strategies, business level strategy and competitive advantages would be explained. Plus, the model of Porter’s Generic Strategies would be discussed. In the second part, the corporate background of Adidas would be briefly introduced so as to let the readers have a basic understanding of the company’s competitive strategies and how the company’s competitive strategies are taken in to action. In the third part, the advantages and disadvantages of Adidas would be analyzed through the adoption of Porter’s Generic Strategies model. In the following part, a conclusion would be drawn on this report. In the last part, recommendations would be given on the strategies carried out by Adidas and implication on this report would be suggested for other enterprises in sportswear industry.

1.1  Aim of the Report

The report aims at adopting the Porter’s Generic Strategies Model to analyze the competitive strategies carried out by Adidas. Through qualitative research conducted upon advantages and disadvantages of Adidas’ competitive strategies, recommendations would be suggested on how Adidas could perform better after modifying some of its current strategies.

1.2 Connotation of Strategy

Strategy is one kind of planning to achieve certain goals under uncertain circumstances. Usually, it takes a long time to plan a strategy, develop a strategy and achieve the goals of the strategy. In the corporate management, strategy plays an important role in the management of corporate goals. Strategy could work as a plan of the company to fulfill the targets of stakeholders. (Godin, 2010) Strategy could help the company obtain competitive advantages among its rivals over a long term. Strategy is considered to be the key factor, which determines the failure or success of one company’s business operations. The right strategy that the company adopts could be assistant in achieving goals effectively and efficiently. Strategy could work as the working principles for company’s staff. In the daily businesses and events of one company, leaders and staff should always work in accordance with the company’s strategies for the purpose that the company is moving toward the right direction of development. (Heyne, et al., 2010) Strategy would also be of obvious effect in helping the company develop its competitive advantages in the long run, which equips the company with long-term advantages over the unique quality or lower costs among its competitors. Theoretically, strategy is just like the light in the darkness, which keeps the company’s businesses going on, builds the company’s long-term competitive advantages and provided criterion for staff’s performances and behaviors. (Elliott, 2014)

1.3 Definition of Business Level Strategy

Business level strategy refers to the strategy that enterprises use to meet the diversified needs of the same type of customers. Usually, business level strategy is implemented by a group of companies or based on the cooperation of branches in one company, who are serving the same targeted consumers. (Xiang&Rongqiu, 2008) Those companies or branches who exploit business level strategies always posses several characteristics: firstly, each of them is engaged in different industries; secondly, the targeted consumers of them are the same; thirdly, they are cooperating with each other for the same purpose that they could gain more market shares and develop more potential consumers. Business level strategy allows companies to move into new and different industries, change their economic structure, share the risks, accelerate the spreading speed of new technologies and reduce the entry barriers. Business level strategy increase the choice opportunities for companies, which could help companies in promoting their products’ competent power to rapidly meet different demands from consumers. (Tynan, 2009)

1.4 Definition of Competitive Advantage

According to Michael Porter’s opinion, competitive advantage could be defined as the company’s sustainable advantage among is contenders, which allows the company to earn more returns on the same investments than those of its rivals. Furthermore, Michael Porter held the view that competitive advantage could be classified as cost competitive advantage, differentiation competitive advantage and focus competitive advantage. Usually, cost competitive advantage could take place when innovation happens, which means new methods, new ideas or new equipment would not only help the company improve its productive capability and increase its revenues but also be effective in lowering the costs of manufacturing of products or delivery of services. Differentiation competitive advantage symbolizes that the product manufactured is unique and irreplaceable in its market, at the meanwhile, the product is accepted and bought by most of the consumers. If the company performs the best in specific market segment, that means the company entertains the focus competitive advantage. (Porter, 1985)

1.5 Porter’s Generic Strategies Model
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Porter’s Generic Strategies Model is adopted in this report to analyze the advantages and disadvantages of Adidas. Porter’s Generic Strategies portrait how a company could  run for competitive advantages under the circumstance of a certain scope. Porter’s Generic Strategies include product or service differentiation strategy, lower cost strategy and market focus strategy. Porter stresses that if one company seeks to reach a advantageous position in the market, it has to make a reasonable choice of three generic strategies based on the targets that it establishes. If the company is stuck in the middle, the sources would be wasted and the efforts of achieving more market shares would be in vain. Therefore, to identify whether one company’s competitive strategy is working, Porter’s Generic Strategies would be an effective tool. The product or service differentiation strategy is focused on special attributes that would attract consumers’ willing to pay for the product or service. The cost minimization strategy is aimed to control overall costs to reach a result that the costs of products could be minimized to the largest extent, which would in turn equip the products manufactured with cost competitive advantage among its rivals. If the prices reach the lowest in the company’s belonging industry, then the company acquires the overall cost leadership. The market focus strategy is concerning manufacturing products for a special scope of targeted consumers in the market through delivering unique attributes or offering relatively lower prices. (Porter, 2008)

2 Corporate Background of Adidas

Adidas is a multinational sportswear manufacturing company, which was founded in 1949. And Adidas is headquartered in Herzogenaurach, Germany. Adidas was named after its founder, Adolf Adi Dassler. Adidas is engaged in the manufacturing, developing and creation of a broad range of athlete products, which include football shoes, sportswear, bags, balls and other sport lifestyle products. In 1928, when the company's founder, Adolf Adi Dassler, sewed the first pair of sneakers for the athletes participating in the Amsterdam Olympics, the history of Adidas was closely linked to the Olympics. (Smit, 2007) In fact, it is the international sports competition of the Olympic Games that provides Adidas with the best platform to showcase the quality of its products. It is this marketing feature that made the later world-famous Adidas. There is a belief deeply rooted in the top management of Adidas that to provide athletes with the best products to make them perform better. On July 19, 2018, in the 2018 Fortune Global 500 list, Adidas ranked 480. 

The ultimate goal of Adidas is: to play the leading role in the sportswear industry, which pours the spirit of sports enthusiasm into its products, to seek and satisfy the demands of consumers, and constantly strive to create a culture full of innovation and creation, challenge itself, break through old stereotypes and embrace the successes of getting changed. As this kind of culture and goals are deeply rooted in Adidas, Adidas could develop a diversified group of products, deliver premium services and strengthen consumers’ loyalty to increase its competitiveness. Adidas is committed to satisfying diversified and different needs of consumers, ensuring that Adidas’ products could help sports players get excellent results and realizing its corporate social responsibility. (Chadwick&Arthur, 2007)

3 Competitive Strategies Implemented by Adidas

3.1 Business Level Strategy

Adidas is implementing the business level strategy by cooperating with sophisticated famous people from other industries. Adidas’ business level strategy could be explained seeking cooperation and co-creation with other designers from other industries to present new and unique tributes of its products to attract more potential consumers’ buying wills. In 2015, Adidas sold 8 million pairs of Stan Smith and 15 million pairs of Super Stars, and Cédric Rossi, an analyst at Garnier Bryan Investment Bank, pointed out that Adidas is gradually replacing Nike's market shares. The reason for causing this phenomenon could be that Adidas Yeezys shoes first started in the Air180 series launched by Kanye West and Adidas’ main competitor Nike in 2005. Since Nike refused to pay royalties, Kayne West turned to Nike’s biggest competitor Adidas in 2014. Adidas has fully developed advantage of business level strategy. At the New York Fashion Week, Adidas and Alexander Wang co-branded the Spring/Summer 2017 collection, which once again ignited global social medias. The business level strategy implemented by Adidas helps Adidas focus on the needs and demands of consumers, promote consumers’ enthusiasm towards Adidas’ products and regain consumers’ loyalty and confidence.

3.2 Differentiation Focus Strategy

According to Porter’s Generic Strategies Model, Adidas is implementing the differentiation focus strategy as Adidas divides its businesses into several segments, and in each segment Adidas take focuses on the unique tributes of its products to attract more consumers and take a dominant position in the sportswear industry. (Lindsay, 2009) Based on the customers’ groups, Adidas classified its targeted groups of consumers as men, women and children. Products are manufactured to own different characteristics according to the type of consumers, and Adidas’ products are equipped with distinct gender and age characteristics. (Stanfill, 2007) Adidas’ products would include balls, apparel, sports shoes, sports accessories, casual footwear, men’s fragrances and skin care products. Furthermore, Adidas’ successes could be mostly attributed to the sales in Olympic games, which are sales focused on sponsors to sports players. The shoes and sportswear of sports players in Olympic Games would draw attention of people over the globe as famous sports players from all over the world are fighting for their countries. Not only does Adidas focus on the sales in Olympic Games but also other global sports games, such as the World Cup. Adidas’ differentiation focus strategy is aimed at obtaining marketing resources worldwide, including sponsorship in world sports games and celebrity endorsements. By implementing the differentiation focus strategy, Adidas could provide consumers with unique characteristics, which sets barriers for other similar products manufactured by Adidas’ rivals. (Tanev et al., 2013)

4 Advantages and Disadvantages of Adidas’ Strategies

4.1 Advantages

It could be obviously noticed that Adidas’ implementation of business level strategy and differentiation strategy possesses advantages as follows: Firstly, they help establish and regain the loyalty of consumers. Researches show that sportswear consumers tend to be more sensitive to the qualities of sportswear than prices.The unique and excellent quality of products would help Adidas win people’s attention and draw in more potential consumers. (Chemers, 1997) Secondly, they help build strong and hard barriers for those who try to imitate and enter in this industry. As large capital and efforts have been invested into the research and development on ergonomic design, Adidas’ competitors would find it much harder to design the similar products with those special tributes in Adidas’ products. Thirdly, they weaken the bargain power of buyers for that consumers of Adidas’ products would find it difficult to compare Adidas’ products with other similar products, which in fact reduces consumers’ sensitivity to prices of Adidas’ products. What’s more, through differentiation focus strategy, the transferrable costs of consumers would be higher, which in turn makes consumers rely more on Adidas’ products. (Chesbrough et al., 2006)

4.2 Disadvantages

The disadvantages of Adidas’ business level strategy and differentiation focus strategy could be summarized as follows: Differentiation strategies have their own limitations. The distinct advantage could be that the cost of marketing is too high, and if the scope of production is small, the cost of product per unit is relatively high and not economic. Furthermore, the costs of expenses in other fields, including market researches, sales analysis, promotion planning, channel establishment, advertising, logistics and distribution will undoubtedly increase substantially. This could be the reason that when many companies adopt the differentiated marketing strategy, market shares have increased, sales have increased, and profits have decreased. (Albert, 2005)

5 Conclusion 

Adidas exploits competitive strategies to obtain a dominant place in the market and win competitive advantages through the adoption of differentiation focus strategy. To gain more market shares, Adidas get a comprehensive understanding of the needs and demands of its consumers. Plus, Adidas differentiate the groups of consumers according to their gender and age. By taking this measure, Adidas would manufacture different products equipped with special tributes to meet the expectations of consumers. To win more potential consumers’ attention, Adidas focuses on the cooperation with celebrities and co-create new values with them, which stresses the importance of business level strategy. With the celebrity effects, more potential consumers from other industries would get a chance to know products manufactured by Adidas, and which gives Adidas opportunities to develop more potential consumers.

6 Recommendations and Implications 

As shown in this report, it would be found that Adidas always seeks for celebrities in famous fields to co-brand its products. Hence this report recommends that there might be a chance for Adidas’ consumers to cooperate with Adidas to co-create values based on consumers’ anticipated needs, which would also help consumers build their own experiences during the process of co-creation with Adidas. Also, for those enterprises in sportswear industry, there would be some implications: Firstly, to gain consumers’ attention, they would cooperate with celebrities in the purpose of developing more potential consumers. Secondly, according to Porter’s Generic Strategies Model, differentiation focus strategy is not the only way to success, enterprises who try to maximize their profits should implement the proper strategies based on their corporate macro and micro environment.
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