[bookmark: _GoBack]Strategic Analysis of Adidas


























Table of Contents
	3
	3
	3
	4
	7
	8
	11
	11
	12
	14
	14
	15




















                        EXECUTIVE  SUMMARY

1. Remit of Report
    The report is aimed to analyse the core business strategy of Adidas which contributes to   the success of the organization , and analyse the advantages and disadvantages of the strategy.

2. Brief Background Information in Adidas 
   Adidas (Adidas) is a German sporting goods manufacturer and a member of Adidas AG 
named after its founder Adolf Adi Dassler.

3. Summary of the Findings  
         Adidas adopts differentiation strategy and makes continuous innovation.

4. Summary of Advantages and Disadvantages of Differentiation Strategy
         Advantages:
A. Form barriers to new entrants
B. Reduce customer sensitivity to price
C. Enhance the ability to bargain

         Disadvantages:
A. Neglect to imply or promote the value of differentiation to the buyer
B. Competitors may try to quickly imitate the differentiated characteristics of the product
C. The user's recognition and preference for the value of a particular product is not sufficient to accept the high price of the product

5.  Recommendations
A. Adidas should cut the redundant business lines
B. It is advisable to cut down the price in the emerging markets

1. [bookmark: _Toc496043658][bookmark: _Toc19177_WPSOffice_Level1]Introduction

As Adidas becomes the second largest company in the sports industry, the experiences could be concluded from strategic analysis of Adidas by utilizing the Porter’s Generic Strategies. Through the strategic analysis, the advantages and disadvantages of Adidas are more easily understood. To get a more in-depth understanding of business level strategy, the case study is indispensable.

[bookmark: _Toc496043659][bookmark: _Toc22056_WPSOffice_Level2]Report Remit

The report is aimed to analyse the business strategy of Adidas which contributes to  the success of the organization the most. It intends to clarify the competitive strategy utilized by Adidas, and illustrates how Adidas accomplish the strategy. Subsequently, the pros and cons of the certain strategy would be evaluated comprehensively. At length, feasible advice will be listed.
[bookmark: _Toc496043660][bookmark: _Toc25217_WPSOffice_Level2]Background of the organization
Adidas (Adidas) is a giant of sporting goods manufacturer whose headquarter is located in German. And the name of the company can originate to the founder Adolf Adi Dassler. The renown sporting multinational corporation began produced sports shoes in Heitsogen Olah. The corporation was initially co-founded with Adi’s brother,Rudolf Dassler. And Budolf established another brand named PUMA. Other than football-related products, Adidas produces products including basketball, apparel of track and fields and sports shorts as well. The company concentrates its business on sports-related clothing, sports footwear, sports accessories, even on male fragrance and skincare products(Adidas.com  2018). In 2009, 
a new product of young children’s garments was launched in the market under the collaboration of Disney and Adidas. In the year of 2005, one of the main competitors, Reebok was purchased by Adidas for 3.8 billion dollars. The acquisition aimed to increase the market share of the United States and Canada. The event helped increase its competitive advantages to some degree(Turner 2015). On August 24, 2011, Greenpeace released its findings that Adidas garments have toxic chemical substances . After the negative exposure, the sports industry giant was investigated by the London Olympic Organizing Committee for the wages of Cambodian factory workers who produce London Olympic Games licensed goods at a mere 10 pounds a week(Hertrich and Mayrhofer 2015). 
According to the 2017 fiscal yearly report released by Adidas, the Greater China once has become the the retail market with the fastest growing speed. In spite of the exchange risks, the growth rate within the year has reached 29%, which is a new sales record (Adidas.com 2018). Behind the achievements of the people, Adidas employer image is also very popular. On the social media platform, an employee’s comment on Adidas was impressive -“This is a place where you can really work and live, not just an office.” The multinational organization now has 56,888 employees worldwide. Adidas hires the creative and aggressive talents from the world regardless of nationalities, races and religions.

[bookmark: _Toc20361_WPSOffice_Level2]Definitions of Major Concepts
          The report mainly discussed the strategy of Adidas. Before the content moves on to the strategic analysis. It is essential to define some significant concepts. The strategy is a certain mode that how an organization makes its decisions to achieve its objectives. And as for business level strategies, it means the strategic approach that a profit-seeking organization offers guidelines to the market segmentation and positioning, including financial planning, organizational structuring and so on. It is advisable for a corporation to form right business strategy in order to enhance its competitive advantages (Dirisu et al 2013). Based on the strategy, each company will make strategic choices, which defines the major strategies, plans and approaches of the company. Strategic choices refer to a series of choices regard to the development of organization, including financial policies, human resource management structure, and choices of corporate culture, etc(Scholes 2015). The strategic choice is aimed at increasing the competitive advantage which can be divided into cost advantage, differentiation advantage and focus advantage.

          To analyse the strategies utilized by Adidas comprehensively, the Porter’s Generic Strategies are applied. According to Michael Porter, the strategy urges corporations to acquire competitive advantages from cost leadership, differentiation strategy and focus strategy. There are four main types including cost leadership, differentiation, focus cost leadership and focus differentiation(Gehani 2013). 

The cost leadership put an emphasis on offering standardized goods to price-sensitive consumers at a relatively low price. This tactic will be adopted by the company if the competition of price among the suppliers is extremely fierce; the differentiation of products is hard to be noticed, and there are many interested sellers to supply; there is no way to achieve product differentiation that is beneficial to the buyer; most buyers use the same product; the buyer moves from one seller to another according to the price; the buyer has a large demand and has sufficient capacity to cut the price. There are some potential risks posed by cost leadership strategy: the competitors in the industry probably imitate the strategy and in this way the profitability of the whole industry was undermined; significant technological advances in the industry tend to result in the failure of the cost leadership strategy; the purchaser may transfer interest to other features than the cost. 

Differentiation strategy means that uniqueness of products and services enables them to be less price-sensitive to consumers. The strategies tend to be utilized by corporations if the corporation is capable of efficiently coordinating researching and marketing functionality; the corporation cultivates its unique corporate cultures and values to attract creative talents and diligent employees; the buyers’ needs are diversified; the companies seldom  adopt the same strategy similar to others ; technology advances too quickly, and competition revolves around changing product features.

Focus strategy aims to offer a quantity of consumer groups with the goods or services they desire for. The strategy will be adopted if the target market has a large, profitable and growing niche; business leaders believe that niches are not very important to themselves;
business leaders believe that while meeting the needs of mainstream customers; the special needs of meeting the niche of the target market are expensive or difficult to meet;
the company has a number of different niches or departments, so that a project can only 
choose a niche that is suitable for itself; even if there are, few competitors try to be 


unconventional in the same target zone(Lundgren 2017).
2
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[bookmark: _Toc22056_WPSOffice_Level1]Main Body
According to the annual report of Adidas(2017) and its marketing and manufacturing strategies, Adidas has been utilizing differentiation strategy to enlarge its market share and enhance its competitive advantages. 

The differentiation strategy is named quality advantage strategy. It refers to that the manufacturers or suppliers are able to offer unique products and services to consumers so that the demand elasticity is relatively low. In this way, the quality premium enables the company to charge a relatively high price due to a weak bargaining power of buyers. The companies that adopt differentiation strategy  are better positioned than competitors in the industry when facing the threats of alternatives.

The differentiation of product brings a higher marginal returns to enterprises. Apparently, product innovation plays a vital role in the process of this business advantages. And Adidas who persists in product innovation is aimed to be the leader in the sports industry with a considerable amount of investment into R&D activities every year.

[bookmark: _Toc24750_WPSOffice_Level2]IMplementation of the strategy
        2.1.1 Differentiated Innovative Product
Adidas strives to consistently upgrading the technology of product and enhancing product design capabilities. In the year of 2004, it launched the A3 shoe with the concept of shock absorption, guidance and transmission in 2002, and once again revolutionized the launch of “A3 ULTRA” with wear resistance, temperature resistance and shock absorption(Drnevich and Croson 2013). The continuous innovation enhances its competitive advantages at the cost of a great amount of research and development expenses to some degree.

2.1.2 Differentiated Customer Services Tailored to Segmented Markets
In 2005, Adidas officially landed in China on April 15th, the world's first dual-chip high-tech footwear “adidas-1”. Although it sold for 2680 yuan, it has become a favorite among many sports fans of high-tech sports products. Adidas designed the sports products with scientific content specially designed for the legendary figure Muhammad Ali. It has also been put on the shelves in various Chinese stores.

Only Adidas let Chinese consumers really feel that "Adidas is around" "Adidas is not only a sports aristocrat, but also an indispensable and high-quality sports companion for the Chinese." We can find that other than the continuous introduction of high-tech sports products and tailored customer services in the unified management of Chinese-language business, Adidas has also repeatedly thrown a goal in the Chinese sportswear industry in the market promotion level(Lebrun et al, 2013). A powerful bomb that is enough to drive the economic development of the industry such as China Localization Sponsorship Campaign.

According to business level strategy of Adidas, if the branches merges in the same language area is a sign of its strong business strategy, then the huge sponsorship of Chinese football is the first bomb after the establishment of Adidas China.

As Adidas's five-year contract with the Chinese Football Association in 1999 will expire in 2004, in order to allow the development of the Chinese market to have a solid local communication and promotion resources, Adidas will be in advance with the Chinese Football Association when the establishment of the China Region Contact. Although the Nike positively participating participated, a considerable amount of high advertising fees drew the attention of the Chinese Football Association. Adidas will finally open a sponsorship of 500 million yuan after comprehensively analyzing and forecasting the trend of the Chinese football market(Akdeniz and Kara 2014).

After the signing of this new agreement, and through the market confirmation of nearly one year: the national team's genuine jerseys became a new sensation for sports product sales, particularly the Adidas "Falcon Series". 
2.1.3 Differentiated Scope of Business
Adidas now manufactures the garments of tracking and field, sports shoes, casual shoes, yoga apparel, sports accessories,, male fragrances and skincare products(Baena 2016). The diversified business activities enlarges its customer bases, however, the diversification also makes some of its products less competitive.

[bookmark: _Toc14647_WPSOffice_Level2]Advantages & Disadvantages of the strategy

[bookmark: _Toc22056_WPSOffice_Level3]2.2.1 Advantages of the differentiation strategy
Achieving a differentiated strategy can enhance consumer loyalty for certain brands and lower price sensitivity. Though the price my be higher than competitors’ price, the consumers probably probably prefer the differentiated products (Dhanapala 2015). Therefore, the differentiation strategy can help corporations acquire higher profit level than average level. In addition, companies adopting this strategy can well defend against the five competitive forces in the industry and the direct and fierce competition in the industry(Casadesus at al 2013). A successful differentiation strategy can enable a company to:
(1) Form barriers to new entrants. Due to the uniqueness of the product, the consumers has a certain degree of loyalty to goods or services, and the industry has strong barriers for new entrants. To face the competitors, potential entrants are supposed to surpass the uniqueness of the product or services. Using the characteristics of the product to establish barriers for new entrants can keep  potential competitors from being actual competitors(Salavou 2015).

(2) Reduce customer sensitivity to price. The company that produces the product can use the product differentiation strategy to form an isolation zone in the industry competition to avoid the harm of competitors(Lu et Xu 2015). Because of the unique intrinsic value of the products, the price sensitivity is low due to a lack of alternatives for consumers, thus significantly weakening the bargaining power of buyers.

(3) Enhance the ability to bargain. The product differentiation strategy can bring more marginal benefits to the enterprise, thus reducing the total cost of the overall cost and improving the capabilities of the enterprise to bargain with suppliers. Meanwhile, because consumers have no alternatives but to be less sensitive to price, corporations could use the differentiation strategy to undermine the buyer's bargaining power.

[bookmark: _Toc25217_WPSOffice_Level3]2.2.2  Disadvantages of the differentiation strategy
There are three major shortcomings in the adoption and maintenance of differentiation strategies:
(1) Neglect to imply or promote the value of differentiation to the buyer, relying solely on the intrinsic product attributes to achieve differentiation. In this general market saturated with suppliers, coupled with the proliferation of advertising information, consumers’ attention is becoming more and more distracted. The uniqueness and value of the products are hard to satisfy consumers' favor and preferences.
(2) Competitors may try to quickly imitate the differentiated characteristics of the product. Competitors are launching similar products, reducing the differentiation of products, or introducing more differentiated products, which makes the original buyers of the company turn to the competitors' market(Goswami and Ha-Brookshire 2015). Companies must maintain the uniqueness of their products for a long time, so that this uniqueness is not quickly and inexpensively imitated by competing companies. 

(3) The user's preference for the intrinsic value of a certain product may not be enough for users to accept the high price of the product. The greater the difference in prices, the higher the likelihood that the buyer would choose to buy the lower price products. The overall cost to achieve product differentiation in within an organization is too high, and most customers are unable to bear the price of the product, and the enterprise is difficult to make a profit(Ind Nicholas et al 2015).


[bookmark: _Toc496043664][bookmark: _Toc25217_WPSOffice_Level1]Conclusion

Adidas strives to achieve its mission by differentiation strategies based on Porter’s Generic Strategies Model. Adidas has made some progress in the Greater China and E-commerce market and enlarges its scope of business by continuous innovation, which reflects the core value of Adidas (Cleff 2013).

[bookmark: _Toc20361_WPSOffice_Level1]Recommendations

Adidas should cut the redundant business lines. For example, the product of perfume is not as competitive as traditional brands of fragrance. And the redundant business lines requires a considerable amount of R&D expenditures, thus reducing the profit margin. Moreover, even though Adidas’ high-quality image makes the relatively high price of products reasonable; however, it is advisable to cut down the price in the emerging markets. 
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