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Executive Summary
This report will discuss how Adidas uses differentiation to compete for competitive advantage.

Adidas is a sports equipment manufacturer that provides consumers with professional sports equipment. With its casual wear also occupied an important position in the market, representing the trend and street culture.

Differentiation strategies can bring strong competitiveness to enterprises and keep them dynamic and innovative. Companies will gain higher brand recognition and high customer loyalty. But it will result in higher costs, and companies can only meet the drawbacks of all consumers.
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2.1 [bookmark: _Toc531030925]Report Remit
This article first introduces the organizational background of Adidas and explains what the differentiation strategy looks like. Then use the case to explain how Adidas uses the differentiation strategy to maintain a good competitive edge of the European market. Finally, the advantages and disadvantages of the differentiation strategy are explained, and conclusions are given.

This report will describe the characteristics of the differentiation strategy and how Adidas can use the differentiation strategy to survive better in the European market.

2.2 [bookmark: _Toc531030926]Background of The Organisation
In 1924 Adolf Dassler founded Adidas and became a fully registered company in 1940. The company is headquartered in Herzogenaurach, Germany (Robinson, 2017).

Adidas became the world's second largest sportswear manufacturing company in 2012 with a market capitalization of 14.88 billion euros. Adidas not only represents sports, it is already a symbol of music, pop culture, fashion and sports. These are all related to its good strategy (Successstory.com, 2018).

In the early 21st century, Adidas launched its first casual collection, a new brand of street shoes. Classic molds and modern technology for comfort and durability. Adidas named the series "Originals". This move has been a huge success, and Originals is still a $2.8 billion business (Ind, Iglesias and Schultz, 2015). 

In January 2006, adidas spent 9.5 billion euros to acquire Reebok. Through Reebok, Adidas began to enter the NBA, hoping to expand its market share in the US market (Footasylum.com, 2018).

2.3 [bookmark: _Hlk530706593][bookmark: _Toc531030927]Definitions of Major Concepts
[bookmark: _GoBack]Differentiation strategy means that a company can provide features or better than competitive brands in terms of products or services. It enables customers to reduce price sensitivity because of these characteristics, reduce the competitive pressure in enterprises, and enable enterprises to obtain more benefits of them. (Powers 1991).

In the market, some consumers will pay more attention to product quality, while others will pay more attention to product types. Therefore, consumers ' evaluation of product quality and choice of product types will be different. If a company uses a differentiated strategy reasonably, it can find the most suitable consumer for its own products, which can improve customer satisfaction and bring profits to the enterprise (Shao, 2015).

Differentiation strategies are more conducive to companies tend to innovate and change the corporate culture that has long been cutting costs. Help companies ensure profitability (Gehani, 2013).










































3. [bookmark: _Toc531030928]Main Body
Adidas use differentiation strategy. It is mean, customers are less sensitive to price, so the company can make higher profits. Companies can have their own special services and products, can be separated from competitors, so that customers think the company is special. For customers with different needs, there are different prices of products and services to meet their needs. (Sharp, Byron. 2001).

3 [bookmark: _Toc531030929]
3.1 [bookmark: _Toc531030930]Implementation of The Strategy
1. Adidas can meet the needs of specific groups and maintain good relationships between customers in the target group. In order to reflect the vitality of the brand and make young consumers feels the difference between Adidas and Adidas, Adidas has launched a new retail store in Germany, hoping to attract young consumers. For example, Adidas will open 10 stores in Germany starting in February 2012. Adidas will enter the fast fashion retail market with its new brand NEO, hoping to get closer to young consumers. Target customers aged 14-19. NEO stores will update their inventory six times a week, significantly reducing delivery dates and providing a steady stream of new products. NEO stands for new. It means a new definition, a new concept, a new spirit. Both brand and consumers are full of vitality and keep in touch with consumers through online social channels. NEO is a clothing-based footwear and accessories supplement brand that uses trendy designs to appeal to young people (Midwood, 2012). 

2. Adidas can make the brand unique and enhance brand awareness. Adidas make new technology, make consumers think they are different. This can not only meet the needs of consumers but also increase brand recognition. For example, Chromatech is a new material that will dramatically change the way shoes look. In 2014, new product launches accounted for 78% of Adidas sales. This shows the importance of Adidas constantly reshaping its product portfolio. Instead of adding color to the vamp, Chromatech changed the color of the material during the molding process. They worked with the supplier to discover a new material. The initial sample is green and turns yellow when stretched (Iovu, 2015). Chromatech consists of multiple colored layers. When the material is stretched, the second layer become opaque to reveal only the top color. Due to the nature of the material, the shoes will behave differently depending on how the user wears them. After using for a period, consumers will get a pair of shoes with unique color matching (Jones, 2015).

3. Adidas has a group of loyal consumers who are price insensitive and love Adidas. Adidas produces limited edition shoes every year, usually uniquely designed, sparsely populated, and not sold through retail channels. Adidas called it " friends and family”. Adidas usually sends these shoes to special groups. Ordinary consumers can only get such shoes by participating in activities. For many fans, the collection value of these shoes is far higher than their actual value, and people continue to buy these shoes at a higher price. For example, Adidas NMD R1 PrimeKnit 'Pitch Black' is an exclusive " Friends and Family " version with only 500 in the world. One hundred places will be given free of charge, if they participate in the competition and win. The competition will begin on July 30, 2016 and will last for 24 hours. Adidas posted a series of hidden numbers to Snapchat, and contestants must rely on their own reasoning and discovery to find those numbers and then save and submit them. The winners will be randomly selected in the subsequent sweepstakes (Sullivan, 2016). Sometimes the purchase of these shoes can only be obtained by lottery. So, somebody gets it and they sell it again at a very high price. For example, Pharrell x Chanel x adidas NMD Human Race was released in November 2017. This shoe has a classic color scheme. One shoe has a white " CHANEL " text on the upper, and the other has a " Pharrell " lettering. The heel has a signature " CC " logo on the heel. The sneakers are limited to 500 players worldwide, and the purchase qualification will be randomly distributed over participants through the sweepstakes. There is only one lucky draw per person, and the winner will receive an email with instructions in how to buy shoes at the Colette store. The current transaction price has exceeded 10,000 dollars (KicksOnFire.com, 2017).

4. Adidas can attract more new customers to buy their products. Adidas and the music star have made the music star their spokesperson, not only to inject new vitality into the brand, but also to attract fans to buy their endorsement products. For example, Run-D.M.C. was founded in 1981 by Joseph Simmons, Darryl McDaniels and Jam Master Jay. With its iconic gold chain and Adidas sneakers, Run-DMC pioneered a new form of rap art and became a street cultural icon. It has influenced many rap artists and made the genre a great success (Biography, 2018). 

In the beginning, Run-D.M.C showed the life of the underlying people through Adidas sneakers in their music and made it a symbol of the band. Adidas knew that in 1986 Adidas signed an endorsement agreement with Run-D.M.C. The hip-hop band endorsement sports brand was something that had never happened before, and this incident had a great impact and formed a trend. After the sales of this shoe reached nearly 500,000 pairs in 1987, Adidas launched the Run-D.M.C series and held a tour. Around 1992, Adidas launched a new original collection based on it, and in 2001 launched the highly successful adidas Originals brand (Warnett, 2016). 

3.2 [bookmark: _Toc531030931]Advantages & Disadvantages of The Strategy
1. Advantages
Have a group of customers who are not price-sensitive. For example, the number of new products released every year is far more than the number of fans can afford. But if the sale of shoes is limited or a superstar wears it, fans will almost immediately think that the shoes have unusual value, and the attraction of celebrities drives the fans ' desire to buy and continues to add hot topics. Retailers issue limited-edition new models and sell them to collectors or to minority groups. The media will send out messages to create topics that will give consumers envy and embarrassment and increase demand. Even in the secondary market, people are willing to spend thousands of pounds to buy a pair of limited-edition sports shoes related to celebrities (Edler, 2015).

High customer loyalty. When Adidas creates unique products and experiences in its customers, customers will gradually recognize the brand and will always choose their products. After a while, the brand and the consumer will have a relationship, which will connect the brand and the consumer. (Shao, 2015)

For example, Adidas ' sub-brand NEO, focuses on the teen market, is cheaper and continues to provide young people with the products and services they want. Because of the constant relationship with consumers. NEO has gained a great advantage. In order to establish a closer relationship between consumers, NEO has organized many events. Let consumers interact with NEO through movies and the web (Gosling, 2012). For example, styling competitions and treasure to hunt activities, even invite fans and music star Justin Bieber to join the party. The product design has changed from a traditional sports brand of a more stylish look. Strive to create a sports fashion label for the NEO brand. Later, they received a handwritten email from NEO fans almost every week, expressing their love for NEO and telling the joy that NEO brought to them. It is precisely because of the differentiation strategy that makes consumers feel that Adidas is unique, NEO can maintain a high level of consumer loyalty and establish close contact with consumers. Make NEO a strong competitive force (Midwood, 2013).

Higher profit. Differentiation strategies can make more and more consumers like Adidas products and choose them when they consume. Because consumers think that Adidas is special and especially special value. So, Adidas will get more profits. For example, in 2009, Adidas ' third-quarter profit fell by 30%. Reebok and TaylorMade - Adidas Golf's revenue fell by 12%. In 2006, Adidas acquired Reebok and launched a series of new marketing activities, which are now receiving good feedback from distributors . However, it is still necessary to continue to clean up Reebok's inventory and withdraw from higher-margin products. Currently, 9-month net profit fell 62% to 226 million euros. Revenue fell 4% to 7.92 billion euros. In the nine months, revenues in all regions have declined, with sales in Latin America increasing by 10% and sales in Asia increasing by 1%. After the end of the European Football Championship in Europe in 2008, sales in Europe fell by 9%. Sales in North America fell by 3% (Groves, 2009).

But then, due to the implementation of the strategy, the company began to gain more profits. In 2011, sales in the second quarter increased by 5%, from 2.92 billion euros in the same period last year to 3.06 billion euros in sales. Increased by 10%. In the second quarter, Adidas' retail network business developed rapidly, with sales up 13.1%.
Sales in China increased by 30.8% in three months. Emerging markets in Europe also grew by 10.8%, with the Eastern European and Russian markets growing rapidly (Diderich, 2011).

2. Disadvantages
Differentiating strategies can result in higher prices for products, as higher pricing will lose some price-sensitive customers. For example，In 2011 , before the Rugby World Cup , Adidas overpriced the price of all black jerseys in England and did not allow customers to buy cheaper jerseys from overseas , which was protested by local fans . Many fans have expressed dissatisfaction with Adidas. But Adidas believes that after the start of the game, if the All Black team wins, the fans will go to buy the jersey, regardless of whether the price is higher than normal. This behavior has caused many fans to choose not to buy a jersey. (Chaudhuri, 2016)

Imitation. After Adidas' success in adopting a differentiation strategy, more and more brands will adopt similar strategies, making competition more difficult. For example, in order to make the differentiation strategy more effective, Adidas chose to sign a sports star to play sports stars become their brand spokespersons, making fans of these stars more willing to buy their products.

In 2017, football superstar Lionel Messi has reached an agreement with Adidas, according to which Lionel Messi will always wear Adidas clothing to compete until the end of his career (Nelson, 2017). 

This will bring more attention to Adidas. But unfortunately, a few times before, Nike signed a lifelong agreement with another football superstar, Cristiano Ronaldo. According to the agreement, Cristiano Ronaldo will wear Nike's jersey to participate in the competition until retirement (Garcia, 2016). So, Adidas had to spend more time to sign more stars to compete with Nike. This will reduce the company's profits.

4. [bookmark: _Toc531030932]Conclusion
Adidas has been in existence of nearly a hundred year since its inception. Adidas has achieved good development in Europe through good strategic choices and has become the largest sporting goods company in Europe. The current operating conditions is good, and the differentiation strategy has brought considerable profits to the company. And Adidas actively seeks innovation and change to ensure its market position.

This article demonstrates how Adidas uses a differentiation strategy to achieve success, but it still does not mean that the differentiation strategy will have a positive impact on the company. The company needs to consider its own situation when using the differentiation strategy. This is a complicated issue. But it is undeniable that Adidas has achieved considerable profits through a differentiated strategy. The differentiation strategy has allowed Adidas to remain innovating for a long time and turn innovation into one of their corporate cultures. This is very helpful for Adidas to maintain a favorable position in the competition.

4 [bookmark: _Toc531030933]
4.1 [bookmark: _Toc531030934]Recommendations
The differentiation strategy brings a lot of benefits of Adidas, but Adidas needs to focus on the shortcomings of the differentiation strategy, focusing on customer churn and malicious competition from competitors. Although the long-term use of differentiation strategies brings innovation capabilities to companies, differentiated strategies are not conducive to cost control. Adidas needs to start thinking about how to control its own costs to ensure more benefits of the competition. And because of the rising production costs, this has begun to become a more obvious drawback. Reasonable control of production costs and the ability to bring lower-priced goods to consumers will help Adidas to be favored by price-sensitive consumers. Get more customers.
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