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1. eXECUTIVE sUMMARY

This article hopes to analyze Adidas's business competition strategy. Through consulting many websites, materials and related literature, Adidas is a company that pays great attention to its commercial brand effect. It hopes to make its products meet the needs of consumers as much as possible. Therefore, this paper believes that Adidas adopts a differentiation competitive strategy and realizes its product differentiation through three aspects: quality, innovation and product characteristics. Such a competitive strategy has earned Adidas a broad audience and good sales reputation at the beginning of its establishment, but as the market changes, in some markets, relatively high prices have caused Adidas to lose some of its consumer base. Therefore, this paper suggests that Adidas can make appropriate adjustments according to the market environment, and adopt a cost-leadership strategy in order to obtain a broader consumer base while adhering to the differentiation strategy.

2. INTRODUCTION

2.1 REPORT REMIT  

This report takes Porter's general strategy written in 1980 as the theoretical basis, with which to analyze how Adidas adopts a differentiated competitive strategy in business competition. Also, according to the different backgrounds of the strategy implementation, report summarizes the advantages and disadvantages of the differentiation strategy for Adidas’ development and gives some recommendation for future developments. 

2.2 BACKGROUND OF THE ORGANIZATION 

The predecessor of Adidas originated in Herzogenaurach, Germany, and was created by the Dassler brothers. (Perennial, 2009)However, with the sharp increase in sales, the relationship between the two brothers has become increasingly tense. Eventually, at the end of the Second World War, Adolf Dassler founded his company Adidas AG with his nickname (Adi) plus the first three letters of the surname (Dassler), while Rudolf Founded the company Ruda and later renamed puma. (Kirschbaum, 2015)  

Due to  athlete status, Mr. Adidasler is a n not only able to understand the needs of athletes, but also has an inventive genius of exquisite shoe making skills. (Smit, 2008) In his life, he invented more than 700 patents associated with sport which gives great help to create the business empire of Adidas.  (Flippo, 2018)   

Nowadays, with a total of 56,888 employees, Adidas has headquarters in Nuremberg, Germany. (Statista, 2018) It has three major brand series known to the world, namely sport performance series (three stripes), sport traditional series originals (clover), and sport fashion series neo (spherical LOGO).  (Simon Chadwick, 2007) Its memorable slogan: "Impossible is nothing" has also been deeply rooted in the hearts of the people.   (skemateam7, 2013)  
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FIGURE 1: ADIDAS SERIES
In respect to the financial data, according to the 2017 year-end report released by Adidas, its full-year sales in 2017 were 21.2 billion euros, an increase of 15% over the previous year. Annual operating profit was 2.1 billion euros, an increase of 31%. The yearly net income was 1.1 billion euros, an increase of 7.9. %. Sales in Greater China grew by 29% year-on-year,  (alushazi, 2018) and sales in North America increased by 27% year-on-year. Kasper Rorsted, CEO of Adidas, said that in 2017, strategic growth markets (mainly North America and Greater China) were the primary drivers of Adidas' outstanding performance. Among Adidas' own-brand products and running products, the Origins and Neo series achieved double-digit growth.   (news, 2018)
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FIGURE 2: ADIDAS FINANCIAL STATEMENT OF 2017
2.3 DEFINITIONS OF MAJOR CONCEPTS

The following are definitions of some of the proper nouns in this article: 
Strategy  
Strategy means to achieve a purpose that is related to the organization's goals and objectives and which shapes its future. It is the way companies operate their business, the path they take and the decisions they make to achieve a certain degree of success.  (John Thompson, 2010)

Business level strategy  
The business level strategy is the refining of strategy which is to guide and manage the actions of specific business units under the constraints of the company level strategy, and to serve the overall goals of the company. On the other hand, it is also seeks to answer the question of how to compete in each of the individual business areas.  
When an organization is engaged in a variety of different businesses, it is easier to plan and control by the establishment of a strategic business unit. A strategic business unit represents a single business or a related business combination. Each strategic business unit should have its own unique mission and competitors, which makes each strategic business unit have its own strategy independent of other organizational units.  (Garcia, 2018)
Competitive advantage  
Competitive advantage refers to the advantage of the company against its competitors. This can be achieved by providing customers with better and more value. This includes advertising, offering consumers lower prices or making consumers more interested by better quality. Christensen and Faheyrefers believe that Competitive advantage refers to the ability to perform better than others in the same industry or in the same market through various attributes and resources. (Porter, 1985)
Porter’s Generic Strategies 
This article mainly uses Porter's general strategy to analyze the business strategy of Adidas. The following is the definition of Porter's general strategy: 
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FIGURE 3: PORTER’S GENERAL STRATEGY
Porter’s Generic Strategies were proposed by Michael Porter, a famous strategic management scientist at Harvard Business School. There are three basic competitive strategies: cost leadership strategy, differentiation strategy, and focus strategy. Companies must choose one of these three strategies as their dominant strategy. Either controlling the cost to a lower level than the competitors or creating distinctive features in the company's products and services which makes customers feel that the company provide more value than other competitors, which means the company is committed to serving a specific market segment, a specific product category as well as a specific geographic area. The three strategic frameworks  of Porter’s Generic Strategies are very different, thus different resources and skills are required for the successful implementation of them. Due to corporate culture confusion, lack of organizational arrangements, and incentive mechanism conflicts, the enterprises sandwiched between them, may suffer greater losses.  (Porter, Competitive Strategy, 1980)
Admittedly, Potter concluded that the competitive of strategy in some specific situations, improved effective management.  However, Potter's general strategy is not entirely accurate in the modern society. There are many criticisms and suggestions for improvement in the academic world. For example, Miller and Murray disagreed with Porter's belief that the three strategies must be independent and cannot be taken at the same time. (Miller, 1992) (Murray, 1988) In fact, some strategies, such as differentiation and cost-leadership strategies, can be mixed to become the hybrid strategy, which contributes extensively to gain the competitive advantage of the company. Also, some companies have adopted such practices, such as IKEA, Yoshida Kogyo Kabushikigaisha（a Japanese company） and other companies，which facilitates them have become successful in their main field.(Hooley, 2012) 

3. Adidas’ applying strategy
 After analysis, this paper believes that the competitive strategy adopted by Adidas is based on the differentiated strategy of Porter’s Generic Strategies. Adidas has formed its own competitive advantage in the world by making its own and unique sports products, including shoes, clothing, backpacks, etc. To get higher corporate profits. 
3.1 Adidas’ IMPLEMENTATION OF THE STRATEGY
Adidas has achieved its own product differentiation in three ways. 
①Better product quality. 
 From the beginning of the company, Adidas adhered to Adi Dassler's perfect shoemaking philosophy. In workshop, the production professional process of its products includes design - cutting board - cutting leather - shovel skin - needle machine - joint surface - pairing - manganese shoes - quality inspection - sulfurizing stereotypes - receiving help - surface treatment - falling bottom - after Processing - quality inspection - packing and warehousing (take Adidas "boost" shoes for example) and many other production steps, the production process is complex and precise. (Polymer, 2017) 

In addition, in terms of raw material selection, for example, Adidas chose a company called “Hongru” in Taiwan as one of its fabric suppliers, and Hongru is the company that pays great attention to the quality and innovation of fabrics, and its customers not only have Adidas and Nike but also the more expensive American high-end yoga clothing brand Lululemon, etc., which reflects Adidas' emphasis on shoe materials on another side. (Sports, 2017) It is the high demand for product quality that ensures customers have a high trust in the Adidas brand, and are willing to pay for their products at a price higher than the average market price. 

And facing the definition of fashion, Adidas uses its clover brand features to make it relatively affordable compared to luxury brands such as the Balenciaga and off-white that are more expensive for ordinary people. The acceptable prices that offer more opportunity for people to access fashion trend has become a driving force to form a high degree of dependence and brand loyalty to the Adidas. 
②Stronger innovation ability. 
In 2016, Adidas invested 164 million euros in innovation, (sports, 2017) almost ten times that of China's famous sports brands ANTA, 361 and so on. (Fang, 2016)  And Throughout the history of Adidas, it is almost the history of the development of world sports shoes. In 1979, Adidas launched the soccer shoes Copa Mundial, which became the best-selling sneaker in the world. In 1985, APS shock-absorbing running shoes came out, which triggered the revolution of running shoes. In 1994, Adidas launched a revolutionary new product "Predator" football shoes.  (Aamidor, 2016) In the 21st century, Adidas is further enhancing its innovative ability. The success of its shock-absorbing boost sole and Primeknit woven upper technology can be called revolutionary. It solves the problem that the TPU cannot be foamed in the traditional shoe making process. However, for the Primeknit woven upper, the overall knit upper, pushes the flexibility and comfort to a new high level, while the yarn used to create the Primeknit football shoes brings stability and strength to the traditional sneakers. Each of its yarns is covered by a high-precision coating to ensure good water resistance even under the toughest conditions.  (collocation, 2017)
In addition, in order to become the pioneer of environmental protection business, Adidas used its own research and development of new technology to recover one million pairs of sports shoes from marine waste, achieving a reputation of the first world-renowned enterprise combined fashion and environmental protection.  (Li, 2018)
On November 14th 2018, Adidas officially released the 4D printed running shoes Futurecraft 4D Adidas, which make Adidas once again become the leader in the new running shoe manufacturing process.  (store, 2018)
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FIGURE 4: ADIDAS’S 4D TRAINNER
These are Adidas’ competitive strategies for using technology innovation to differentiate themselves, giving consumers more reason to buy Adidas products. 
③More characteristic product features. 
During competition intensively, with sports shoes and sportswear as its main product, Adidas has diversified its overall operations. Later, it has developed sports perfumes, toiletries, accessories and other related products, enabling customers to purchase all relate products in their stores, which is convenient and save time for customers. 

In addition, in terms of customer choice, today's Adidas has abandoned the previous business philosophy of only targeting high-end customers, combining demographic theory to adopting differentiated sales of Porter’s Generic Strategies for mid- to high-end customers and design styles for different age groups, so that they can differentiate their operations while diversifying. And the price is priced according to the division of the sub-brands of the product series. (Wang, 2017) 
“Our goal is to transform from serving a large group of people to serving one person in the past, and we will use Speed factory to create unique shoes for every customer,” said Michael Voegele, CIO of Adidas. "But the way we are currently entering the market is based on serving a particular group or group with specific needs."  (Zhang, 2017)
In recent years, Adidas has been striving to make its products more in line with the needs of everyone. For each individual's different characteristics, to create a pair of shoes that suits his own needs, that is, to endeavour 

 HYPERLINK "F:/%E6%9C%89%E9%81%93%E8%AF%8D%E5%85%B8/Dict/7.5.2.0/resultui/dict/?keyword=" 


 HYPERLINK "F:/%E6%9C%89%E9%81%93%E8%AF%8D%E5%85%B8/Dict/7.5.2.0/resultui/dict/?keyword=to" to for the highest personal value of the customer which increasingly proves Adidas' differentiated competitive strategy of Porter’s Generic Strategies and creates a stronger competitive advantage for its products. 
3.2 ADVANTAGES & DISADVANTAGES OF THE STRATEGY

Obviously, in the early days of Adidas' development, the differentiated competitive strategy brought great benefits to it.

ADVANTAGES

1.increase the market share

the emergence of international sports at that time created a wide market for the Porter’s Generic Strategies’ differentiation strategy of Adidas based on various demands of different characteristics and different groups. There were relatively few shoe-making enterprises in the market like Adidas offered such comprehensive and high-tech products, which also provided a more convenient market condition for Adidas to achieve true differentiation.

 At the same time, in more than 100 years of operations, Adidas's differentiation strategy has also set an industry barrier invisibly, making it difficult for some competitors to surpass their position in the world and to some extent prevent competitors from joining the market.  Now it has become the second largest world-renowned sports brand besides Nike.

2.Enhance the customer loyalty

After the successful implementation of the differentiation strategy, it is clear that Adidas has a group of its own loyal consumers, which is particularly evident in the European football field. Many world-renowned athletes and stars have voluntarily chosen to use ADIDAS products for professional practice and competition. In addition, among the average person, there are many young people who choose Adidas's clover series to wear.

3. Facilitate investment financing and business cooperation opportunities

  After the Second World War, the whole world was in a period of economic recovery and rapid development. The rapid economic growth also promoted the investment, development and innovation of technology, making the implementation of the differentiation strategy even more easily achieved. With the good performance of various financial indicators, Adidas has been financed by more commercial investment banks, giving Adidas more opportunities to develop its own technology and trend style. And because of the expansion of the brand effect, more and more celebrities in various fields have intended to cooperate with Adidas to promote it.

DISADVANTAGES
However, with the development of the time, the drawbacks brought about by the differentiation strategy are gradually emerging. 

1. Slow speed of expansion

Because of the characteristics of differentiation, it not has speed of Nike that occupy more share in expansion.  For example，in the case of Adidas' initial entry into the Chinese market, Adidas' original goal was to serve the elite sports groups in China. But Nike that frequent sale discounts or damaged goods have won the Chinese middle- and low-class market. Therefore, many sports products with their own characteristics were launched, but accompanied by the price that was difficult for the Chinese people at that time, which made Adidas, in the early days of entering China,  lost a large number of consumers who can fight for it. 

This is also a major drawback of the differentiation strategy compared to the cost leadership strategy, the more limited market and the exclusion of some people groups.  (Consulting, 2016)

2. Low return on investment

Admittedly，in the process of differentiated implementation, enterprises are required to invest a large amount of capital and manpower for innovative technology research and development. However，the high R&D expenses for the company's future development will make the company's financial return rate much lower. Also，in China’s market, there are many factories and enterprises that can produce high imitation shoes. It has made the preservation period of the shoes produced by Adidas through a lot of investment drastically shortened. Usually, after Adidas launched a new product, the imitation of the product would appear on the market soon and even many imitations exported to foreign countries. This forced Adidas either to invest in long-term rights protection, or to invest costlier to develop new types of shoes. No matter which option, it puts a heavy burden on Adidas.  
4. CONCLUSION

In summary, this paper believes that Adidas has adopted a differentiation competitive strategy in commercial competition, and its products have achieved differentiation from competitors in terms of quality, innovation and product characteristics, and also provided competitive advantage for them. Judging from the development of Adidas, differentiation has brought enormous benefits to it, and it has also created certain problems. Better use of the advantages brought by the differentiation strategy, and largely avoid the disadvantages brought by the differentiation strategy will be the key to the future development of Adidas. 

5. RECOMMENDATION
Through the analysis and summary of the full text, the following recommendations are made for the differentiation strategy implemented by Adidas.
1.The company should take the differentiation strategy as the general direction and look for the advantages and disadvantages of competitors such as Nike, thus increasing the core competitiveness of its products. 
2.Targeting the target population, further understanding of customer needs, and better enhance their ability to provide customers with high-value products. 
3.For different market environments, such as the Chinese market, appropriate cost leadership strategies should be adopted to strive for a broader customer base at a certain stage. 

4.Using a marketing tool such as celebrity effect and convergence psychology to promote a new generation of consumers to buy goods

5.Continue to carry forward environmental public welfare undertakings to enhance corporate image and win more loyal consumers who used to be in other brands.
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