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[bookmark: _Toc531030430]Executive Summary
This report will be about Adidas and identifying the competitive strategy that Adidas have used in order to develop their current competitive position, giving examples of actions they have taken to accomplish this strategy. This report will also be looking to critically evaluate the competitive strategy that Adidas has utilised in the development of their competitive position as well as recognising the advantages and disadvantages of the strategy in the current environment. Appropriate recommendations will be made for ways forward for the organisation based on the findings. What was found was Adidas use a differentiation strategy as they were founded with a unique way of making their products with their three stripes. They endorse many celebrities and athletes such as Kanye West, Stormzy and Lionel Messi are three big ones.  Adidas are looking to become the biggest sports brand in the world and Nike is their main competitor for that, they are looking to overcome Nike and become the top brand. What was recommended in this report for Adidas to do was to endorse more sports teams, influencers in big countries and find new markets in south Asian countries.











[bookmark: _Toc531030431]1.0 Introduction
This report will be identifying the competitive strategy that Adidas have utilised in order to develop their current competitive position and give examples of actions they have taken to accomplish this strategy. This report will also be looking to critically evaluate the competitive strategy that Adidas has utilised in the development of their competitive position. The evaluation will also be recognising the advantage and limitations of the strategy in the current environment. Based on the findings the report will also be making appropriate recommendations for ways forward for the organisation.


1.1 [bookmark: _Toc531030432]Background
In Germany 1924, Adolf “Adi” Dassler along with his brother started a shoe making factory and named it Dassler Brothers Shoe Factory. By 1925 the brothers were making uniquely designed shoes for Olympians which helped gain a worldwide reputation. During the Second World War the Dassler brothers had a falling out which led to Adolf’s brother Rudolf leaving and starting a rival shoe company which would later be known as Puma. Adolf also renamed his company into what the world knows as one of the biggest global sports brand Adidas. Adidas classifies its product portfolio into three categories which include Footwear, Apparels and Hardware. Adidas have a wide range of sports footwear and their major footwear franchises include UltraBoost, NMD, Stan Smith, Yeezy, Gazelle and EQT. While their apparels product category is involved in manufacturing sports apparel they do have two styles which are Adidas Originals or just Adidas Sportswear. The company’s hardware product category offers sports hardware products such as bags, bottles and balls.
Adidas’ roots are from Germany but are now known as a global company. Every year Adidas produce over 900 million sports and sports lifestyle products with independent manufacturing partners worldwide. Lewis (2017) tells us that in the early 21st century Adidas was the largest sportswear manufacturer in Europe and the second largest in the world after Nike, who are their biggest competitors in the sports industry.


[bookmark: _Toc531030433]1.2 Strategy
Strategy is as explained by the business dictionary “A method or plan chosen to bring about a desired future, such as achievement of a goal or solution to a problem.” This is only one definition of Strategy and Cambridge Dictionary explain it as “a detailed plan for achieving success in situations such as war, politics, business, industry, or sport, or the skill of planning for such situations.” The two definitions have a similar end goal which is to achieve a goal or success. Jeffs (2008) says the term ‘strategy’ has been used for thousands of years and has typically been linked with military planning and tactics, but strategies can equally apply to organisations. Mainardes (2014) has a different meaning of strategy and says the concept of strategy has evolved into a field of knowledge in management, strategic management, with content, concepts and practical reasoning, ending up by carving out its own role in the academic business fields.


[bookmark: _Toc531030434]1.3 Business Level Strategy
Leonard (2018) clarifies that there are five types of business level strategies which are cost leadership, differentiation, focused low cost, focused differentiation and integrated low cost/differentiation. Cost leadership is when you offer the best price for products, differentiation is when your product is not the least expensive on the market so the business needs to find a way to differentiate themselves from other competitors. Using a focused low cost strategy would mean the company is trying to beat competitor’s prices which is comparable to cost leadership. Focused differentiation targets a small market by adding value of the products or services. Integrated low cost/differentiation is becoming highly popular in international markets due to its flexibility in both price and added value. O’Regan et al (2010) convey business-level strategy as a powerful predictor of other organisational phenomena.


[bookmark: _Toc531030435]1.4 Competitive Advantage
Tutor2u explains a competitive advantage as an advantage over competitors gained by offering consumers greater value, either by means of lower prices or by providing greater benefits and service that justifies higher prices. However Investopedia explains that there are two main types of competitive advantage which are differential advantage and comparative advantage. Porter (1985) et al explain how technology can affect competition, they say it can alter industry structures, it supports cost and differentiation strategies, and it spawns entirely new businesses. Comparative advantage is explained as producing a good or service more efficiently than its competitors and differential advantage is when a firm’s products or services differ from its competitors’ offerings and are seen as greater.
This report will be focusing on Porter’s Generic Strategies
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Figure 1.0 Porter’s Model of Generic Strategies
This model as it has in its name is very generic and even though it can be applied to products and services in all industries, there are models that are more diverse now which would be better applied to.








[bookmark: _Toc531030436]2.0 Main Body
Adidas have implemented a differentiation strategy and this is not something new as they have been very unique since the foundation of the company. Differentiation is when the product or service is not the cheapest on the market so Adidas will have to find a way to differentiate themselves from other competitors. Adidas focus more on innovation and making new products rather than trying to make similar products to another product. However there are disadvantages to this type of strategy as not everyone will be able to afford the luxury of buying Adidas. As Adidas are a differentiated brand they are able to raise and set the price as accordingly as they want. Adidas have built up a reputation for over 60 years and are known worldwide they can use this as a way to charge what they want. Not everyone will be able to afford Adidas shoes for around sixty pounds where they will lose some of their market but there are more people who would buy it over cheaper brands. They want to be known as the biggest sports company in the world and they wouldn’t be able to accomplish that making copies of other brands. Sun, L.-Y., Pan, W., (2011) describe differentiation as a strategy that differentiates products or services from competitors on the basis of the intrinsic characteristics of a product or a service, rather than on the basis of a price. 
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Figure 2.0 Ansoff’s Matrix
Ansoff’s Matrix is a model explained by Hanlon (2018) as essential for strategic marketing planning and where it can be applied to look at opportunities to grow revenue for a business through developing new products and services in new markets. All four sections of this model is used by Adidas and it is easy for them to use as they have a wide range of products reaching various markets. Market penetration is one of the main ones for a business as they would be trying to sell in existing products in existing markets which Adidas do. Adidas also engage in market development as they look to new geographical markets such as China and Japan. Adidas are always looking to develop new products and innovate with new technology and they have done that with the Ultra Boost which Woolf (2018) explains that it set a new standard in comfort and cool in the sneaker market. Adidas are trying new products in new markets with home gym equipment. These products wouldn’t be for everyone as it is expensive and might only be bought by wealthy people or gym owners.
Adidas want to be the biggest sports brand in the world but have healthy competition with Nike, who currently sit at number one and Adidas is at number two. Adidas implement a differentiation strategy by constantly innovating new products as they have a number of different shoe models such as UltraBoost, NMD, Stan Smith, Yeezy, Gazelle, EQT and this is only a few. The shoe models also have a variant of different colours to choose from meaning there are a lot more to choose from. Adidas are clearly not using a cost leadership strategy as most of their products cost around 30 pounds and go as high as up to 250 pounds, their most valued product which is a collaboration with music artist Kanye West. This helps Adidas as it brings fans from the music industry to the sportswear industry even though the product is not very sporty it still brings attention to the brand. The Yeezy were sold out when they were first released which shows there is a high demand for high value product, this also shows that working with high profile influencers can bring a lot to Adidas and help their growth. Verry (2016) explains ordinarily when a shoe is selling for thousands of dollars on the secondary market, it is because it’s very rare, and in the past year, there were 100 or 200 sold but for the Yeezy, there were literally thousands of pairs being sold on the secondary market and are still being sold for thousands of dollars. By having exceptional quality of products it helps keep a high customer satisfaction as well as customer loyalty.
A competitive strategy Adidas used was to buy a competitor in Reebok, this shows how powerful a big brand can be and be able to just buy the competitor rather than compete against them. By acquiring Reebok this helped Adidas reach more markets and help catch up to Nike who are the dominant sports brand in the United States. Tran (2005) tells us how the merge would bring together the world’s second and third largest sporting shoes company at the time creating a larger competitor for the industry leader Nike. Nike supply all the National Basketball Association teams with their jerseys, which Adidas was the previous supplier to, and Adidas are currently missing out on a huge market and be a step behind Nike as the Los Angeles Lakers are the most followed NBA team on Facebook with 36.64 million and that is just one team. A way Adidas is trying to catch up to Nike in the United States is by signing big name athletes to their brand and this will help them globally. Fans want to emulate what their sports idols wear which is why many people will buy the brand their idol wears. Sometimes an athlete will work together with the brand and make their own clothing line which is what Stormzy has done with Adidas. Stormzy who is a British grime rapper and is one of the culture’s leading voices with bags of potential to have an impact on the United Kingdom and the world. Both parties collaborated in making a tracksuit and have a tracksuit top which currently costs 220 pounds. Pellatt (2018) explains how Adidas and Stormzy continue to shine a light on the immense creative potential of young people throughout the world. New markets in the United States would help Adidas overcome Nike as the biggest sports brand, working with different sports other than the main ones would help gain new followers of the brand. Adidas knows there are more sports in the United States and Garcia (2017) explains the big names Adidas currently have in the US are NBA’s James Harden, the NFL’s Von Miller and baseball’s Kris Bryant, who all dominate in their sports. Adidas doesn’t always have to sponsor jerseys of teams but they can also work with athletes or high profile artists and this is how they can try to catch Nike in the footwear race. Storbeck (2018) explains Adidas are looking to close stores and step up investment in digital as they are looking to more than double ecommerce sales over the next two years.

[bookmark: _Toc531030437]2.1 Recommendation
A recommendation for Adidas would be for them to make deals with more sports teams as they bring in fans who would want to buy their teams jersey to wear at their teams games.
Another recommendation would be for them to work with more influencers or athletes and a big one from the United States or even China as there are 1.3 billion people there, this would help greatly in passing Nike as the biggest sports brand in the world.
Lastly they should be looking to expand their market into south Asian countries like India, Pakistan and Bangladesh as this would help them grow bigger than what they already are.

[bookmark: _Toc531030438]3.0 Conclusion
In conclusion of this report we can see that Adidas clearly uses a differentiation strategy as they have been since the foundation of the organisation, even after the death of the founder they have stayed true to their origins. The three stripes make Adidas easily recognisable and is used on almost every single one of their products which helps differentiate between other makes or products. Adidas are currently at a good business stand point but could grow further if they were to expand in to new markets or even new countries. Adidas are trying to become the biggest sports brand in the world and only Nike is stopping them from it, but they are slowly closing the gap on Nike. They are doing this by collaborating with artists and athletes such as Kanye West and Lionel Messi, both of whom are the biggest in their industries. Deals like these will help gain new followers as well as close the gap on Nike which they have been trying to do for years.
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