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1. [bookmark: _Toc31256][bookmark: _Toc25988]EXECUTIVE SUMMARY
The main contents of the report are as follows:
· Introducing company background
· Learn the theoretical knowledge of "strategy", "Business level strategy", "competitive advantage" and "Differentiation strategy"

· Analysis of Adidas' Differentiation Strategy
· Suggestions based on the implementation of Adidas Strategy

This report uses information from academic journals, websites and books.
The purpose of this report is to analyze the differentiation strategy of Adidas and give some suggestions according to the market situation of Adidas.

Adidas is a shoe brand company, founded in 1949. It is the largest sportswear manufacturer in Europe, and the second largest in the world, after Nike. The Adidas brand is committed to help their customers perform at their best. They strive to be a global leader in the sporting goods Indus s. Try through continuous strengthening their products &amp; offerings.

This report mainly analyses Adidas' differentiation strategy from the following aspects:
· Product differentiation
· Product Quality Differentiation
· Differentiation of Product Innovation
· Brand Image Differentiation
Product differentiation can be divided into product quality differentiation and product innovation differentiation.

In product quality differentiation, Adidas improves its product quality differentiation through some new technologies, such as Boots technology and PrimaLoFT technology(See in Appendix).

In the process of product innovation differentiation, Adidas specializes in organizing activities for women, designing new products (Ultra Boots X series running shoes), and using Climachill technology(See in Appendix) to design sportswear, so that female customers begin to pay attention to Adidas and become a new customer group of Adidas.

Among the differences in brand image, Adidas is good at utilizing the influence of stars to improve brand awareness. The logos of the three brands are also important symbols of Adidas (originals, performance, neo).

Differentiation strategy sets a unique label for Adidas in the market, which also brings market benefits to Adidas. (2017: group revenue grew 15%-21.218 billion)

Differentiation strategy can bring competitive advantages to enterprises, but it also has certain risks.
Differentiated traits are easily replicated by competitors
Cost of production will increase in the implementation of differentiation strategy

Faced with these problems, enterprises need to stabilize the market in the early stage, establish a strong and effective brand influence, making it difficult for competitors to seize the market.
1. [bookmark: _Toc30325][bookmark: _Toc19443]INTRODUCTION
1.1 [bookmark: _Toc23319][bookmark: _Toc11042]REPORT REMIT
This report will analyze Adidas's differentiation strategy according to the market situation of Adidas. Firstly, this report will introduce Adidas business background, and then learn relevant theoretical knowledge. Next, the report will analyze the product and brand image differentiation of Adidas through case studies, and analyze the impact of differentiation strategy on enterprises. Finally, on the basis of analysis Adidas company differentiation strategy the report will give relevant suggestions.
1.2 [bookmark: _Toc21428][bookmark: _Toc27284]BACKGROUND OF THE ORGANISATION
Adidas AG is a multinational corporation, founded and headquartered in Herzogenaurach, Germany, that designs and manufactures shoes, clothing and accessories. It is the largest sportswear manufacturer in Europe, and the second largest in the world, after Nike. In 2016,Adidas' revenue was listed at €19.29 billion.(Charras,2017）Adidas core brand values are: honesty and credibility, responsibility and trustworthiness, inspiration, development and innovation. Maintain the principle of: Tell the Truth, Be Accountable, Simplify, Work Together, Have Fun to serve customers. For Adidas enterprises,'impossible is nothing' and 'Adidas is all in' is their working attitude. As early as the 1974 World Cup, 80% of the players chose Adidas football.(SOHU,2018) The Adidas brand is commited to helping their customer perform at their best. They strive to be a global leader in the sporting goods industry through continuously strengthening their products & offerings. The Adidas product made by PrimaLoft technology(See in Appendix).The isolating material is a so called short-threaded synthetic type. The polyester threads model synthetic floss which is then treated with DWR(See in Appendix). These specialy treated threads make the PrimaLoft isolation very warm and it can be compressed very good yet it is still very light even wet because it doesn't absorb humidity and therefore doesn't change in properties. The product is warm,water resistant and windproof. Protected with a unique patent.(Adidas,2018) This is Adidas’s unique product technology, which can not be duplicated by the other competitors.

1.3 [bookmark: _Toc6976][bookmark: _Toc6123]DEFINITIONS OF MAJOR CONCEPTS
1.3.1 [bookmark: _Toc421][bookmark: _Toc1231]STRATEGY
Strategy refers to a company's plan, play, pattern, position and perspective.(Freedman,2015) Strategy describes how to achieve goals through resources.However, when an organization has adapted to the competitive environment, strategy can emerge as a pattern of activity, including strategic planning and strategic thinking.(Simandan, 2017) Dr. Vladimir Kevin defines strategy as a doctrine system that seeks, formulates and develops a faithful adherence and will ensure long-term success.(Kvint, 2009).
1.3.2 [bookmark: _Toc25547][bookmark: _Toc30617]BUSINESS LEVEL STRATEGY
The strategies are relate to a special business are called business level strategies. It was developed by general managers who translated their mission and vision into concrete strategies. It represents the blueprint of the whole enterprise.(Business Jargons,2018)
1.3.3 [bookmark: _Toc22533][bookmark: _Toc27206]COMPETITIVE ADVANTAGE
Competitive advantage refers to the sustainability advantage of a company's entity's goods or services over its customer choices, as opposed to its competitors. The term is used in enterprises. This strategy applies to any organization, country or individual in the competitive environment.(THEBLANCE.org,2018)
1.3.4 [bookmark: _Toc23366][bookmark: _Toc2768]PORTER’S GRENERIC STRATEGIES
Porter's generic strategy describes how a company can pursue competitive advantage in the market. There are three strategies: low cost, differentiation or focus. A company chooses to pursue one of its competitive advantages, either at a lower cost than its competitors, or by differentiation its products to obtain higher prices. A company also chooses either focus (offering its products to selected segments of the market) or industry-wide, offering its product across many market segments.The general strategy reflects the choice of the type and scope of competitive advantage.(Porter, 1985)
There are two ways to gain competitive advantage: cost advantage and differentiation advantage. Cost advantage is when an enterprise provides the same products and services as its competitors, albeit at a lower cost. Differentiation advantage is when enterprises provide better products and services as competitors.Competitive advantage refers to an advantage formed by enterprises having certain characteristics different from other competitors. (Porter, 1985)The essence of differentiation strategy is to make enterprises in the industry by developing the unique characteristics of products, services and brand image of enterprises. Occupy an indispensable position. Differentiation strategy can make the company's products different from competitors and achieve competitive advantage. 
[bookmark: _Toc25063][bookmark: _Toc29297]2.3.5 DIFFERENTIATION STRATEGY
Differentiation strategy refers to the strategy adopted by an enterprise in order to gain competitive advantage by maintaining a clear distinction with its competitors in terms of products, services and corporate image. The focus of this strategy is to create unique characteristics,and let customers think this is a unique product.(Gamble, A &Thompson, J,2010)Companies usually achieve differentiation through innovation, quality or customer service. Innovation means that the company meets the same needs in a new way.
2. [bookmark: _Toc19524][bookmark: _Toc1790]MAIN BODY
Adidas is one of the world's famous sports brands. At the 1936 Berlin Olympic Games, the American sprinter Jesse Owens, wearing Adidas running shoes, won four gold medals in a row. Adidas became famous all over the world. Adidas brand since its inception, the product technology innovation as a driving force to open up the market and improve brand awareness. Adidas has always thought of using unique product characteristics to distinguish itself from other competitors so as to create competitive advantages in the market. (Adidas.org,2018) As far as China's market is concerned, Adidas has opened stores in more than 1,000 cities in China, and the number of stores has increased from 5,000 five years ago to nearly 9,000. Global sales are also growing steadily. In 2017, Adidas total sales increased by 15% (€ 21.218 billion) , an increase of 27% over previous years.(Adidas.org,2017) Adidas success is closely related to the differentiation strategy implemented by enterprises. Differentiation strategy brings Adidas competitive advantage and promotes the stable development of brand. 

2.1 [bookmark: _Toc17436][bookmark: _Toc12664]IMPLEMENTATION OF THE STRATEGY
Differentiation strategy is one of the most important marketing strategies in today's business environment. With many brands and various products, it is difficult to distinguish brand from competition(Bordes,2009) . Therefore, enterprises differentiate their products from other products through differentiation strategy. Adidas is good at winning market competitive advantages by differentiation using products, services and brand image. In shoes products, Adidas has its own unique technology. In 2013, innovative Adidas invented Boots New Technology materials. The products of this technology have always been the choice of sports enthusiasts, and received good response in the market. In costumes, Adidas is made with PrimaLoFT technology(See in Appendix). The clothes made by this technology are waterproof, warm and windproof. This technology has been protected by a unique patent.(Adidas.org,2018)
2.1.1 [bookmark: _Toc25273][bookmark: _Toc23129]PRODUCT DIFFERENTIATION
Product differentiation strategy refers to the difference between a company and its competitors in terms of product quality, reliability, innovation and characteristics.(IVESTOPEDIA,2018) For competitors in the same industry, the core value of products is basically the same, but the difference is in performance and quality. On the premise of satisfying customers' needs, enterprises should take the lead in introducing products with high value and innovative characteristics to win competitive advantages in the market with unique characteristics. Adidas has made great achievements in product differentiation, first boots technology in running shoes, then PrimaLoFT technology in clothes. The unique technology has brought unique labels to Adidas, which can not be replicated by competitors.

In the differentiation strategy of product quality, enterprises are distinguished from competitors by producing high quality products. High quality products can produce higher product value.(Brent,2018) In 2015, Adidas launched UItra Boots running shoes. This series of products use Primeknit(See in Appendix) integrated weaving technology to make shoes have strong air permeability, comfort and shock absorption effect. Adidas Supernova series is considered to be the most stable running shoes on the market besides the high quality products which bring high profits to Adidas.(SOCCERBILE,2015) Group revenue grew 15% during the second quarter to 3.907 billion in 2015 from 3.400 billion in the prior year.(Adidas.org,2016) In terms of clothing, Adidas uses PrimaLoFT technology (See in Appendix)to improve product quality, and uses DWR technology(See in Appendix) to process products, making them warm, portable and waterproof. In 2017, Adidas total sales increased by 15% (€ 21.218 billion). Adidas not only differentiates itself from its competitors by using high-quality product quality, but also brings high profits to the company, which enables the company to form a competitive advantage in the market.  
The differentiation strategy of product innovation refers to the differentiation strategy of enterprises based on product innovation. (Kimtasso.org.2018) Enterprises differentiate themselves from competitors through continuous product innovation, which makes it difficult for competitors to replicate, thus gaining market competitive advantage. Adidas is a leading global sports innovation brand. Whether boots or coconut series running shoes, Adidas is constantly innovating in product design and technology. In 2017, Adidas, which focuses on sports development, launched a series of activities aimed at women to encourage them to stimulate and release their creativity through sports. In this event, Adidas designed a new Ultra Boost X professional sports running shoes for women. Ultra Boost X also shows more concern for women in the design of science and technology. The 360 degree knitted vamp is fully attached to the feet, reducing friction and making the running shoes more comfortable. Climachill technology(See in Appendix) is used in sportswear; Cut & Sewn knitted tights are designed with mesh splicing, which greatly improves air permeability. (Wang, 2017) This campaign has enabled many female consumers to pay attention to Adidas, which not only improves brand influence, but also differentiates the innovative Adidas from its competitors, thus gaining competitive advantage in the market. 

2.1.2 [bookmark: _Toc13216][bookmark: _Toc1210]BRAND IMAGE DIFFERENTIATION
Brand image is the customer's view of brand. It represents the brand's current proposition. Brand image is consumers' perception of products. Brand image conveys emotional value. (Juneja,2018) Different brand image is different from competitors to gain competitive advantage. Adidas has three unique logo logos. Each logo has different meanings. This is an important symbol that distinguishes Adidas from its competitors. First, Adidas “originals” logo, many people think that because of shape reasons, Adidas “originals” logo represents a blooming flower, representing the Olympic spirit of "higher, faster, stronger". But in fact, the Adidas “originals” logo was originally meant to connect the three continental plates together, symbolizing the extension of movement to the world. The second is the Adidas “performance” logo Adidas “performance” logo was designed by Adolf Dassler, the founder of Adidas. The “performance” Adidas logo represents the mountain area, pointing out the desire to achieve challenges, achieve the future and constantly achieve goals. The third is the “neo” logo. The meaning of logo is represents the spirit of fashion in the forefront of fashion and the pursuit of high-end enjoyment. (Adidas.org,2018) The unique brand image enables Adidas to be noticed at a glance in the market, which is also the embodiment of differentiation strategy.  

In addition, Adidas "Impossible is nothing" and "Adidas is all in" corporate attitudes. Adidas is good at using sports stars to improve the influence of their brands, thereby reflecting the unique brand image. As early as the 1974 World Cup football match, Adidas products were trusted by the majority of athletes. More than 80% of the players selected Adidas football. In the 1998 World Cup in France, the French team won the championship by virtue of the superior performance of Adidas football shoes. In 2014, Kenya's Kimetto won the Berlin Marathon in Adidas boots and set a 2-hour, 2-minute, 57-second marathon record.Since then, Adidas boots, known as "Champion Runners", have won the recognition of many sports enthusiasts.(Adidas.org,2018)  Adidas with the help of the influence of sports stars, and established a unique brand image in the market, enabling Adidas to distinguish itself from other competitors, thus gaining competitive advantage.

2.2 [bookmark: _Toc15650][bookmark: _Toc31932]ADVANTAGES & DISADVANTAGES OF THE STRATEGY
Advantages: 
· Differentiation strategy of products can bring competitive advantages to enterprises. Differentiated products can better meet consumer needs, while unique product characteristics help enterprises to convert ordinary products into high-priced differentiated products. (Bizfluent,2017)When Adidas's new products come on the market, the old ones will be off the shelves, the new ones will have new technology input, and the price will rise accordingly.           
· Enterprises providing differentiated products can make it difficult for potential entrants to intervene through the characteristics, types and reputation of existing products.(Bizfluent,2017)            
          
Disadvantage:
· Enterprises have certain risks. Customers may not recognize the uniqueness of the product and feel that it is not worth paying higher prices. For Adidas boots series running shoes, comfort, lightness and shock absorption are the characteristics of the product, consumers may not get a good practical experience, and thus doubt the product. (Kokemuller,2007)           
· For product uniqueness, it may soon be copied by competitors.If the uniqueness of the company's products brings a lot of sales to the company, competitors will also gain market sales by imitating the company's unique performance.(Bordes,2009)            
· Different products require different designs, raw materials and production processes. In order to produce a variety of products, enterprises can not make full use of scale benefits when purchasing raw materials, and part of the loss of bargaining power with suppliers will increase production costs. If the cost is increasing according with value increasing, value gap will become small.(Bizfluent,2017)
3. [bookmark: _Toc25769][bookmark: _Toc15544]CONCLUSION
In conclusion, in the era of higher homogeneity and fiercer competition, differentiation strategy is a powerful means of competition for enterprises. Adidas has been developing steadily in the market by using the differentiation strategy in the general Porter strategy. In product differentiation strategy, Adidas gains competitive advantage by distinguishing itself from other competitors in terms of quality products.In the product innovation strategy, Adidas has never stopped innovating on products. Whether it is innovating on products or on consumer groups, Adidas has successfully established unique brand characteristics. In addition, in the brand image differentiation strategy, three different logo logos have become Adidas' unique logo to distinguish competitors in the market. In addition, Adidas is good at using the influence of sports stars and events to publicize its brand, so as to achieve unique characteristics, make consumers trust products, and think that Adidas products are different from other products.  However, differentiation strategy has two sides. On the one hand, differentiation will bring competitive advantages to enterprises. On the other hand, there are certain risks in the differentiation strategy. The product differentiation may not be recognized by consumers, so consumers are unwilling to buy. Differentiation means that companies need to add new technologies to the original product technology, which will also lead to the increase of production costs, which is not conducive to the profits of enterprises. 
3.1 [bookmark: _Toc14301][bookmark: _Toc7276]RECOMMENDATIONS
Companies should realize product uniqueness on the premise of customer demand, and then increase product attraction on the basis of product uniqueness, so that customers are interested in new products.            

The company should increase the uniqueness of the product, in the early stage, the company need make use of the uniqueness of the product to establish a stable brand influence in the market, which makes it difficult for other competitors to compete for the market through replication. 
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5. [bookmark: _Toc8832][bookmark: _Toc16199]APPENDIX
Primeknit is Adidas’s own branded methodology of creating high quality, ultra-lightweight durable boots that have revolutionised sports footwear. Whereas classic, basic sporting footwear is usually made from numerous separate pieces of leather (or some other material) stitched together, the Primeknit method knits the entire upper portion of the shoe digitally and in one piece. Primeknit uses fused yarn which allows the company to digitally fine-tune the exact amount of flexibility, stability and support athletes need in the exact parts that they need it. The result is high-quality, long lasting, super lightweight footwear that wraps around the foot almost like a sock, providing comfort and allowing athletes to perform at the peak of their game.

PrimaLoFT is a super soft and water repellent superfine fiber. It is a good substitute for down fiber. It is light in weight and has a soft and warm feel like down fiber. The fibers are produced by Al-Bany International Inc., which produces PrimaLoFT products in 35 factories in 14 countries around the world. The product was developed because the U.S. Army needed a replacement for down fibers, which dried quickly after humidity and had a warm feeling when it was wet. For this reason, the inventor began to study the physical and thermal properties of down fibers, and finally developed a product consisting of millions of microfibers, which can be aggregated like down fibers and can replace down fibers. PrimaLoFT is the top of the fitted thermal insulation cotton, itself is a kind of thermal insulation cotton with American patent technology, superfine fibers, its organizational structure is different from the general hollow thermal insulation cotton, so thermal insulation cotton itself has achieved the function of waterproof. PrimaLoFT introduced a product extension of performance yarns. The yarns are manufactured with 100% polyester or 45% polyester fibers and 55% merino wool.

Boost particles invented by Basf, the world's largest chemical company. Adidas bought it from BASF and named it its own boost new technology material, thus promoting Boost technology as the technology of running shoes midsole. It is made of plastic foam sole, made up of thousands of E-TPU (by foaming the ordinary TPU material, TPU particles at high temperature and high pressure and popping to 10 times the volume of the original volume), and then forming these foam particles into boost middle sole of the sports shoes. Compared with the traditional EVA midsole, boost has the advantages of more elasticity, lighter weight, stronger cushioning and more durability. Moreover, using boost material as the top layer of midsole can provide more soft and comfortable Q-elastic touch for the sole.

Durable water repellent, or DWR, is a coating added to fabrics at the factory to make them water-resistant (or hydrophobic). Most factory-applied treatments are fluoropolymer based. Durable water repellents are commonly used in conjunction with waterproof breathable fabrics such as Gore-Tex to prevent the outer layer of fabric from becoming saturated with water. This saturation, called 'wetting out,' can reduce the garment's breathability (moisture transport through the breathable membrane) and let water through. As the DWR wears off over time, re-treatment is recommended when necessary. Many spray-on and wash-in products for treatment of non-waterproof garments and re-treatment of proofed garments losing their water-repellency are available from sources of sporting apparel. The DWR coating can make the water condense into beads and roll off the clothes. In this way, the surface of the fabric will remain clean, sweat and body heat can be smoothly dissipated from the inside to the outside. The DWR coating also makes the surface of the fabric drier and lighter and more comfortable.

[bookmark: _GoBack]Adidas climachill uses zero-degree titanium yarn and climachill cooling fiber, and uses refrigerated aluminium point to give maximum sweat and heat dissipation capacity. The climachill technology of Adidas climachill series makes the fabrics cool when they touch the skin. Cool aluminium microspheres are strategically distributed in the back and neck of clothes, one of the warmest areas of the human body. The climachill fabric can maximize the contact with the skin surface by using the braiding structure of titanium fibers. Adidas climachill fabric, like an open net, can significantly enhance air permeability, while taking away heat from the body, and shows the effect of perspiration and air permeability, so that athletes always keep cool feeling. The pioneering use of titanium fiber raw materials and revolutionary flat yarn, compared with traditional yarn, has faster heat exhaust speed, maintain the cold feeling of the skin, and bring excellent comfort to the skin.
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