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1. [bookmark: _Toc530686714]Executive summary
The report aims at analyzing Adidas’ business orientation and strategy to get a critical recognition of business strategies and learn to apply it in practice. Adidas is a famous sportswear brand, therefore, analyzing the typical corporation comparing with another typical one, identifying its new differentiation strategy, making critical thinking of various business strategies’ advantages and disadvantages and giving recommendations of it will be included in this report. Differentiation strategy’s advantages has been concluded into four main points: satisfy consumers’ desire, boost Adidas sales, set barrier to rivals and build up clients’ loyalty. However, negative effect mainly impact on two aspects of the business: cost and sales. Four main reasons are also concluded: higher emolument, searching cost, transaction cost and discarding of advantages of economies of scale. According to the disadvantages of the differentiation strategy, several suggestions have been given at the end of the report. Artificial intelligence, outsourcing service and innovation to employee is the essential improvement which the corporation should pay attention.














[bookmark: _Toc530686715]2. Introduction
[bookmark: _Toc530686716]2.1 Report Remit 
Adidas is a famous brand in sportswear market where headquarter is in German. Established in 1949, the company rapidly pervades into a global corporation. This report is going to evaluate the corporation’s new business orientation and strategy advancing with the times while comparing to its competitor Nike, which keeps pace with the times and change its orientation and strategy relatively. Adidas has a lot of sub-brands. Reebok is one of the sub-brands. The corporation keeps high speed of sales growth due to the contribution of developing countries, especially Chinese clients.
[bookmark: _Toc530686717]2.2Backgound of the organization
In recent years，brands change their strategy into  a new suitable one to gain a bigger market share. Adidas changes its business orientation and sets up a new competitive strategy due to the change of the market and consumers’ preference several decades which can be seen in its recently annual business reports. On the sportswear market, two brands must come immediately into your head: Adidas and Nike, which are the main rivals and competitors of the sports equipments market. The two brands have their loyal consumers. If a person wants to buy a football or tennis sport equipment, he may go for Adidas. If a person is interested in basketball, he may go for Nike. The two corporations sharing market is relatively equal. In Adidas’ 2017 annual report, Adidas keeps a high speed of sales growth and sales increase 16% at global market in 2017. Net profit increases approximately 32%. Reebok’s sales increase 10.6%. The old brand keeps vigorous. Adidas announces a five-year strategy “Creating the New” which aims at being the best sports brands in China. And it announces that the company will focus more on football, jogging, female and children’s sportswear. Adidas flings itself into female requirements. The next target is to set up more storefront for female before 2020. Adidas tends to think highly of the connection with clients and attempts to strengthen touch of clients.(Adidas.com 2018)
[bookmark: _Toc530686718]2.3Definitions of the Major Concepts
The report will mainly analyze the differentiation strategy of Adidas. Strategy means actions planning forward to relative rivals. Business level strategy means plans set forward as a central theme for a company in order to have a stable status in business competition and gain more market shares, which includes cost leadership strategy, differentiation strategy. Therefore differentiation strategy is one of the competitive strategies which aims at individuals and satisfy their requirements of being unique. Adidas built up its strategy in accordance with its competitive advantage. Competitive advantage is the winning possibility of a competition. Oppositely, Adidas’ biggest rival Nike follows cost leadership strategy which is one of the competitive strategies. The cost leadership strategy directs at low cost and large amount of sales. Both differentiation strategy and cost leadership strategy have an advantage of setting up a business barrier. Business barrier is a difficulty in entering into a new market and take some shares. Individualism is the essential reason of the change of the differentiation strategy. Individualism is a dimension of culture which enhances independent and innovation. At the end of the report, where the suggestions I gave, I came up a concept of outsourcing strategy. Outsourcing strategy is a way for companies to be capable to secure goods and service with higher quality at a lower cost. (Sandy et al 2010). Low cost is a main consequence of scale management. Scale management is a business strategy of company. It orders a huge amount of raw and processed materials and specialize the labors’ work which will improve the efficiency of work and reduce the cost.
[bookmark: _Toc530686719]2.4 Aim and Objectives
The report is going to introduce the Adidas new business orientation and strategy advancing with the times. Adidas’ recent annual reports pay more attention on the product differentiation. Adidas competitive advantages comparing to its biggest rival Nike has been identified. Critical thinking of the new business orientation (differentiation strategy) is going to be reported. The advantages and disadvantages of the strategy have been clearly concluded into four points respectively. Several suggestions for Adidas also have been made. The report aims at analyzing the typical corporation Adidas’ strategy to apply to practice. Theoretical analysis helps people behaving in practice.
[bookmark: _Toc530686720]3. Main Body
[bookmark: _Toc530686721]3.1 Implementation of the strategy.
In recent years，brands change their strategy into differentiation to gain a bigger market share. Compare to the Adidas internal products and the two company definition of products, it may help you better understand Adidas’ competitive strategy. 
Adidas classifies its product portfolio into three categories: footwear, apparels and hardware. The major footwear franchisees include NMD, Gazelle and etc. The apparels product is involved in sport apparels. And the Hardware provide such as balls and bags. These are manufactured basically around one point “winning”. It is sending messages to the clients that are all about to be the best, to be the leader. Not surprising, Adidas definite its mission of leading the world on sportswear market. Adidas focus more on differentiation strategy. For example, the function of global sales was divided into two departments, which aims at the different requirements of departments in order to get a better understanding of unique individualism. Another strategy in the competition is that maximize the fame of the brand though advertisement and sponsor, especially when it comes to global broadcasted sport circumstances. Research suggests that Adidas has been though firm growth, increasing net earnings, increasing yield rate, and sales by the differentiation strategy and unique competitive advantage. Research also suggests that there is a sustainable competitive advantage where Kanye West and Pharrell Williams’ partnership is a distinct ability which can be thought of. (Lagnese 2017. )

Nike chooses to focus on emotional marketing, which are focusing both on strengthening the consumer’s confidence and inspiring them to follow a healthy life and express themselves in sports.” Just do it” is one of Nike’s advertisements. Nike brings inspiration and innovation while Adidas bring the great ambition. Nike employs innovation to become more sustainable and maintain the ordinary statues in sportswear market. (nikeandunderarmour.com 2015) On the other hand, Nike keeps following cost leadership strategy (also called pricing strategy) which targets the clients who attach importance to high performance cost ratio. Cost leadership strategy has been a very triumphant and applicable business model undoubtedly. The theory which the original low-cost model has been improved over the decades has been a widespread used from brands over the world over the past 5 years. (Fariba 2017)
It can be concluded that the two brands go ahead with differentiation strategy. Innovation is the heart of Nike’s business growth strategy. Adidas deems its orientation to differentiation while Nike remains its strategy of cost leadership.

[bookmark: _Toc530686722]3.2 Critical thinking of “Differentiation strategy”
Differentiation is brands’ new tactics. It is prevalent not only at business, but also in other fields. However, every coin has two sides. Pay attention to the “dark” side while “bright” side is obvious. Differentiation strategy has three outstanding superiorities.

[bookmark: _Toc530686723]3.2.1 Advantages of the strategy
3.2.1.1 Satisfy the consumers’ desire.
Individual becomes a new cultural aspects of values. Personality is emphasized. (Schwartz 1994) Henri examination finds that individualism tends to have increased over the several years. (Henri and Michael 2017) Differentiation can satisfy consumers’ requirement who wants to show people information of selfdom. More and more people especially in youth groups prefer staff maintaining character than ordinary one. The other dimensions of it can see in choosing bright color, having own walking style and etc. Therefore, differentiation is very suitable for consumers’ preference.

3.2.1.2 Boost Adidas sales. 
It is a result for taking consumers’ fancy. On the other hand, individualism implicate for sellers and designers innovation which accelerate sales performance in reverse.(Michael 1997) Consumers are able to find and buy exactly what they want, it will cost high margin in sales and build a client base. Companies redeem their orientation and start to occupy the high-margin, niche-focused market, selling particular products which margins are not depressed in competition because of nearly identical offerings.(Eric 2018 ). 

3.2.1.3 Set barrier to rivals.
Differentiation is considered to be one of business barrier in companies sharing the market. Fahri and Michael thought that cost advantages of officeholders, differentiation of production of officeholders, capital requirements, customer switching costs, distribution channels’ approach, and policy of economics and business are six dominating barrier to enter into a market. And differentiation is one of the major barriers. (Fahri and Michael 1989) Differentiation can deem brands’ own clients. For example, Adidas’ clients are a group who has big ambition, so, they are touched by Adidas’ entrepreneurship and want to give themselves the best sport equipments which they think it is. Nike’s newest technique like air cushion technology may attract its clients. Therefore, it can be regarded as a advantage of differentiation, too.
3.2.1.4 Build up clients’ loyalty 
Differentiation strategy helps Adidas build up its clients’ loyalty. Once the clients’ loyalty had been built up, they will gain more preference at this brand. They will be accustomed to the brand, they may feel uncomfortable if the Adidas’ client wear other brands’ sports equipments. There are many advantages of the differentiation strategy. However, every coin has two sides. Disadvantages of the strategy cannot be ignored. 
[bookmark: _Toc530686724]3.2.2 Disadvantages of the strategy
The strategy also has some drawbacks. An assumption in the policy literature is that it is inconsistent between overall cost leadership and differentiation strategy of generic business-level. Therefore, the inconsistent of differentiation and low cost should be considered in firms’ future orientation and discuss is needed because of the consistent. (Charles 1988) It can conclude that costs arose in three ways.
3.2.2.1 Higer emolumet
[bookmark: bau0001]Adidas’ differentiation strategy requires higher skills of producer and more creative to designers, which will increase the price of product, making the product less attractive to the clients. The increase in price is the result of differentiation, not higher quality and exquisite produce. Customs may think over before buy it. This phenomenon appears especially in the export market. To test the performance of the differentiation and low cost in export firm to explain export participation and export scope. Bee Yan Aw and Yi Lee design a model in the abstract to examine relative significance of the two aspects of firm unique rely both on the product differentiation’s degree and quality of the relative improvement’s cost elasticity. Their empirical results verify the theoretical model. One of which can explain firm export participation and export scope is quality and the other significant roles is productivity. However, Quality contributes more to the export rather than differentiated product. (Bee and Yi 2017)It can conclude that differentiation strategy has a negative impact on improving sales.
High cost is the biggest anxiety which prevent corporations choosing differentiation strategy to increase their profit and broaden their clients’ base. Differentiation strategy impact cost negatively though two other ways.
3.2.2.2 Searching cost
Searching cost contributes to high cost of Adidas’ sportswear offerings, too. José group studied price formation in a consumer search model for differentiated offerings , the search has cost and contribute to the increase of production.(José et al 2017)In conclude, search costs impact the intensive search margin (or search intensity) which means in vertical and the extensive search margin which means in horizontal. The elasticity of demand in relative directions will be influenced because of the two margins and claims at lower search costs result in lower prices depends on the search cost density.
3.2.2.3 Transaction Cost
First of all, differentiation strategy requires more vendors to know every clients unique need. Creating a large number of vendor interfaces will lead to increasing transaction costs for both the companies and the vendors. (Aubert et al 2016) If the particular offerings are vertically differentiated, the firm that sells the superior one can commit to a more aggressive pricing strategy, which will squeeze firm’s profit, causing a vicious circle. (Keke 2018)

Differentiation strategy can be analyzed at financial performance. The differentiation strategy, which give ability to a corporation to sustain its current performances, is better in prospective than a cost leadership strategy. However, the differentiation strategy may have results of higher systematic risk and may result in instability performance. (Rajiv 1967)
3.2.2.4 Discarding of advantages of economies of scale.
Scale operation has obvious cost superiority. (Martin 2015) It can clearly divide the work which can improve labors’ working efficiency. Differentiation has another negative impact. The globalised supply chain shapes both in the production and in the products’ consume. Business companies search for materials and products from developing areas to decrease the cost of production. The economies of scale can reduce the cost. Consequentially, there may be shortcomings in differentiation strategy, it burden the material supply in the consequence of particular need, which require different kinds of material and smaller the order’s scale. (Mark 2017)
[bookmark: _Toc530686725]4 Conclusions
In this report，the differentiation strategy have been utilized in order to accelerate current competitive position, given the examples of actions Adidas have taken with relative analysis of Nike’s competitive strategy. Critically evaluate the differentiation strategy, pointed out the advantages and disadvantages of the strategy. At the end of the article, suggestions were made aiming at Adidas’ future steps of developing with the purpose of obtaining more market shares. It can conclude that every strategy has bright side and dark side. Choosing the appropriate strategy which is suitable for current conditions will be the most proper ways to firms to go further. Keeping pace with the times and change Adidas’ orientation by the change needs of consumers will help company run permanently.

[bookmark: _Toc530686726]4.1 Recommendations
Differentiation strategy’s biggest problem is high cost. Suggestions should be given from the part. There is three suggestions in lower the cost.

First of all, promote the company’s traditional selling model. Using artificial intelligence to replace person can lower the searching and collecting cost. A computer-implemented means using client reputation data to classify clients’ appetite including of identifying a client’s unique color taste based on account of the client past purchase records. (Chandrasekhar 2010)

Secondly, decrease the expense of product.(Sidhu and Mathe 2017) Using outsourcing store service is one of the effective methods to reduce the store cost. Firms’ choice of the mode of outsourcing service has the reasons concluded into two dominating reason: capacity allocation’s uncertainty and production disruption risk (Kebing and Tiaojun 2015) 

Last but not the least, employees are the essential part of companies’ progressing.  Special Motivational Techniques are demanded to stimulate employee’s passion. Three predominant elements are identified as follow: Money, Participant, Working Life’s quality. ( Kuppuswamy et al 2017.)
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