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1. [bookmark: _Toc531033240]Executive Summary

This report aims to critically analyse the competitive and development strategies of Adidas, in relation to contemporary strategic management issues. The reporter identifies the competitive strategy that Adidas have adopted in order to develop their current competitive position, providing examples of how they successfully implement their strategy. 

This report also identifies Adidas’s main competitive strategy as differentiation. They have implemented this strategy in order to meet their overall organisational goals and to potentially create a competitive advantage over their competitors Nike.  

This report evaluates the effectiveness and application of Porter’s generic strategies model. This report finds that Porter's framework is greatly beneficial to organisations that need to establish a competitive strategy as it clearly defines the four main strategies in which they can adopt.

It is also outlined in this report that there are inherent advantages and disadvantages to differentiation. Some main advantages outlined are the ability to distance themselves in the marketplace as well as further costs deductions. However, this report also finds that there are some major drawbacks to the differentiation strategy such as being time-consuming and costly to implement successfully. 

This report also aims to suggest recommendations on the further development of Adidas’s competitive strategies. The recommendations outlined are the recommendations that Adidas continues to develop upon their existing competitive strategies in order to sustain their competitive advantage. Another recommendation that is outlined is that Adidas continues to develop upon their brand differentiation by sponsoring more athletes in order to gain more brand visibility and ultimately competitive advantage.  






CHAPTER 1 – ABSTRACT







2. [bookmark: _Toc496043658][bookmark: _Toc531033241]Introduction

2.1 [bookmark: _Toc496043660][bookmark: _Toc531033242]Background of Adidas
According to Haq (2016), Adidas was founded in 1949 by Adolf Dassler. The brand is the largest sportswear manufacturer in Europe and also the second biggest sportswear manufacturer in the world, to their competitor Nike. Adidas is a German multinational corporation that designs and manufactures sports clothing, footwear and accessories. Their mission statement is “The Adidas group strives to be the global leader in the sporting goods industry with brands built on a passion for sports and a sporting lifestyle” (Annie53, 2012). Haq (2016), identifies that Adidas’s key market areas are North America, Russia and Greater China. Their brand values are to be; authentic, passionate, innovative, inspirational, committed and honest. 
Their core values are; performance, passion, integrity and diversity. These core values involve the organisation executing excellence and focusing on sport as this is the foundation for all they do. Passion is at the heart of the company and they are continuously innovating and improving. The company are honest, open, ethical and fair. Their customers trust them to adhere to the world. Adidas employ people with different ideas, strengths, interests and cultural backgrounds to ensure the company succeeds (Haq, 2016). 
 Bhasin (2018) suggests Adidas’s target markets are mostly young people, males and females aged 10-30. Their main competitor is Nike, furthermore, other competitors include Puma, Fila, New Balance and Converse. Athletic footwear Global Market Shares shows that Nike owned 32% of the total Global Market Share in comparison to Adidas with 22%. This highlighting that to date, Nike is Adidas’s main competitor.

2.2 [bookmark: _Toc531033243]Definitions of Strategies

According to Johnson, et al. (2011), a strategy is “The direction and scope of an organisation over the long term, which achieves advantage in a changing environment through its configuration of resources and competences with the aim of fulfilling stakeholder expectations” Therefore, claiming that strategy determines the direction of an organisation over the long term and that the strategy should determine how resources should be constructed to meet the needs of markets and stakeholders. However, Mind Tools (2018) argues that there is no definitive definition of strategy, due to people thinking about strategy in different ways. For example, some believe that it is important to analyse the present carefully, anticipating alterations in the marketplace, in order to plan for the future. On the other hand, others believe that the future is unforeseeable and therefore, prefer to evolve their strategies naturally.

Strategic management involves understanding the strategic position of an organisation, making strategic choices for the future, and managing strategy in action (Johnson et al 2011). Similarly, Association for Project Management (2018) defines strategic management as “The identification, selection and implementation of an organisation’s long-term goals and objectives.” 
According to Albany (2018), “Business level strategies detail actions taken to provide value to customers and gain a competitive advantage by exploiting core competencies in specific, individual product or service markets. Business-level strategy is concerned with a firm's position in an industry, relative to competitors and to the five forces of competition.” Moreover, business level strategies refer to an organisation's core competencies, which should be customer focused by satisfying their needs, in order to accomplish above-average returns. Albany (2018), also suggests that there are four generic strategies available to organisations in order to gain a competitive advantage over competitors. Organisations may also decide to compete across a vast or focused market.

Wang, et al., (2011) suggests that a competitive advantage exists when an organisation can deliver the same benefits as competitors, however, at a lower price (cost advantage) or deliver benefits that surpass those of competing products (differentiation advantage). An organisation's competitive advantages are not only determined by its external factors, but also by its internal factors. Furthermore, Tutor2U (2018) proposes that a competitive advantage is when an organisation has an advantage over competitors which has been achieved by offering consumers better value, either through means of lower prices or through offering better benefits and service that supports their higher prices.


[bookmark: _Toc531033244]2.3 Porter’s Model of Generic Strategies for Competitive Advantage
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Figure 2.1 Porter (1985), adapted by Tutor2u (2018)
[bookmark: _GoBack]Porter (1985) suggests that there are only four fundamental generic strategies available to companies and these are known as Porter’s Generic Strategy Options. According to Porter (1985), an organisation should choose one clear strategy in order to be competitive. This model aims to aid organisations with establishing a competitive strategy to achieve an advantage over their competitors. This approach has been challenged by Murray (1988) who criticises the model claiming the one single strategy causes inflexibility. He believes that organisations that adopt a hybrid strategy, where more than one strategy is implemented allow for more flexibility. Today, markets are changing rapidly, adopting a hybrid strategy allows the organisation to switch promptly and respond to the market and demand. On the other hand, Porter’s one strategy theory helps with developing market-based opportunities. 

The main benefit for organisations that implement Porter's Generic Strategy is that they could gain a competitive advantage. Organisations which apply cost leadership strategy can benefit from a higher than average profit from their products. Reducing production costs can result in gaining a higher profit, even when the products are traded at an average price. Moreover, organisations may gain an advantage in a price war for the products. Customers' demand on a differentiated product will be less elastic than that for products by competitors. Therefore, differentiation strategy can create an additional barrier for market entry for newcomers. Focus strategy comprises lower investment in resources and organisations could benefit from the specialisation provided by the organisation. Organisations that adopt a focus strategy can benefit from a high level of customer loyalty.
Porter’s Generic Strategy is beneficial to most organisations, however, it has its limitations. When implementing a cost leadership strategy, an organisation could be easily simulated by competitors. The disadvantage of this strategy is that consumers will have low levels of loyalty. If products are inexpensive then consumers will go for it, however, will not be loyal to the organisation. Technology is vastly improving, and competitors may be able to surpass the production capabilities. Differentiation strategy will involve greater cost. Competitors may imitate products and therefore, eliminate the differentiation. Price sensitive customers may choose price over uniqueness. Organisations that apply the focus strategy have limited opportunities to grow as it only focuses on a narrow scale. It forgoes the economies scale that would be available from larger markets (UK Essays, 2016).
An organisations failure to implement one single strategy, for example, cost leadership and differentiation, results in being stuck in the middle. The disadvantage of this is, that there is no competitive advantage being in the middle and therefore, is likely to result in poor financial performance. However, there are organisations like Ikea that have adopted more than one generic strategy such as differentiation and low cost concurrently and has resulted in success. A business can adopt a hybrid strategy without being stuck in the middle and Ikea is an example of this. Ikea implements differentiation to increase sales volume, rather than charging a premium price (Setia, 2011). 
Ricky (2013) suggests that the low-cost strategy and the differentiation strategy have a broad approach to the market. Opposing this, the focus strategy means concentrating on a particular group of customers, geographic markets or on particular product-line segments in order to serve a niche and narrow market better than competitors who serve a broader market. It can be argued that Porter's generic strategies model lacks detail in identifying strategies that multinational and diversified organisations adopt successfully (Jegers, 1994). An example of this would be B&M bargains, this organisation adopted a multi strategical approach which utilizes many strategical elements of cost leadership as well as differentiation. Therefore, it can be argued that there are more than just four main strategical choices in which a company can adopt to gain competitive advantage.   








3. [bookmark: _Toc531033245]Main Body

3.1 [bookmark: _Toc531033246] Implementation of Differentiation
Adidas adopts the differentiation strategy to their organisation, in order to gain a competitive advantage over their competitors. Albany (2018), highlights that through the use of differentiation, value is given to customers through exclusive features and characteristics of the organisation's products, rather than by the lowest price. This is achieved by providing high-quality products, exceptional customer service, rapid product innovation and implementing advanced technological features. 

Adidas competes in a competitive market, and so they create value for their customers by providing high-quality products, therefore lowering consumers costs due to products lasting longer. They deliver products that can raise consumers performance, for example, their collaboration with celebrity Pharrell Williams, resulted in creating the ‘Pharrell Williams Tennis Hu Trainers’ which aids tennis players with comfort in their movement due to the design of the shoes. Therefore, improving the consumers' performance and in this case, receiving a higher level of enjoyment in their sport. The brand is effective with sustainability due to creating barriers by perceptions of exclusivity and reputation, resulting in setting high costs through differentiation and uniqueness (Cusumano, 2017). 

Theorist Chamberlin (1933), claims that product differentiation is a type of differentiation and is “the process of distinguishing a product or service from others.” Aha (2018) suggests that product differentiation involves tailoring products to meet the needs of consumers, ensuring the characteristics of the product are unique in order for consumers to value the product. When implemented successfully, this strategy creates a competitive advantage because consumers will view the product as superior. It is important that Adidas implement this well because they are competing in a competitive market. Therefore, it is imperative that they continue ensuring that their products stand out so that they are considered uniquely valuable. 

An example of Adidas’s differentiation strategy is the maximisation of their brand’s visibility. Adidas uses sponsorships to broadcast their brand through major sporting events such as the World Cup and the Olympic Games. As a result, their brand will be associated with these athletes which in turn gains better visibility and brand differentiation from its competitors such as Nike. However, due to the rise of imitation, it has become increasingly difficult to truly differentiate from competitors. This is evident in Nike’s response to Adidas’s sponsorships by them applying the same strategy (Tsarkova, 2014).   


3.2 [bookmark: _Toc531033247]Advantages & Disadvantages of Differentiation

Hill (1988) identifies that the generic business-level strategies of differentiation are generally inconsistent. Oppose to this, Hill (1988) presents a contingency framework in which differentiation can be a means for organisations to establish an overall low-cost position and suggests that a combination of differentiation and low cost may be necessary for organisations to establish a sustainable competitive advantage.

According to Albany (2018), the risks of Adidas using a differentiation strategy involves loss of value, imitation of products, and exclusivity not being satisfactory enough to outweigh the high costs. However, Porter (2004) argues that the use of effective differentiators can result in profitability. This can be achieved by Adidas through their brand loyalty, resulting in consumers being less sensitive to price increases, as long as they support this increase by satisfying the needs of their consumers. Differentiators like Adidas have more buying power over suppliers because the products are their own, therefore not only are they able to keep suppliers costs low but they also charge a premium price to consumers because they know consumers are willing to pay extra for their products. Furthermore, their brand loyalty produces a hard barrier to overcome. Therefore, competitors will be challenged to earn Adidas’s consumers trust and custom.

Through the use of differentiation Adidas targets a broad market, however, their products and services offer unique features. Implementing this strategy means that Adidas makes their products as exclusive as possible, ensuring it is more desirable than similar products sold by competitors like New Balance. In order to succeed with this strategy, Adidas has to conduct good research and development and maintain innovation. Effective marketing is also vital, in order for consumers to understand the benefits of unique products. It is also vital to be flexible and being able to adapt quickly to the vastly changing and growing markets, or organisations will risk losing to competitors. An organisation, such as Adidas implements all of the above and therefore are focused on a broad market and has a creative approach (Kuijk, 2018). 





4. [bookmark: _Toc496043664][bookmark: _Toc531033248]Conclusion
To conclude, the use of corporate and business level strategies is vitally important to organisations in order to attain competitive advantage. Therefore, it is concluded that Porter’s generic strategies model is an effective tool which enables organisations such as Adidas to identify potential strategies that can be implemented. Porter’s framework also allows for great insight into competitors potential strategies and can be used as a strategic tool to help organisations identify competitors strategies. However, it can also be concluded that whilst Porter’s framework is beneficial there are some limitations to the model. These limitations such as a lack of detail in identifying other aspects of competitive strategies can prove the model to be inaccurate. Finally, it is also concluded that Adidas has adopted a differentiation strategy approach.       

4.1 [bookmark: _Toc531033249]Recommendations
It is recommended that Adidas continues to develop upon their existing competitive strategies in order to sustain their competitive advantage.

It is also recommended that Adidas develops upon their technological differentiation as their competitors Nike is developing technological advancements such as the Nike Run app that may have an effect on Adidas’s competitive advantage. 

Finally, it is recommended that Adidas continues to develop upon their brand differentiation by sponsoring more athletes, in order to gain more brand visibility and ultimately competitive advantage.   


5. [bookmark: _Toc531033250]APPENDICES

APPENDIX A – SWOT ANALYSIS OF ADIDAS

Adidas’s strengths are their financial status, their brand value and their brand recognition being worldwide. They have worldwide recognition because of their use of effective marketing strategies. Their weakness is that they currently offer a poor share price for shareholders. Their opportunities could be taking advantage of technological innovations to gain competitive advantage, furthermore, if they merged with sporting events such as Wimbledon tennis, they could expand their brand by setting up sporting academies (Haq, 2016).
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