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Figure 1:  Bowman's strategy clock Source: (Bowman & Faulkner, 1997)






















[bookmark: _Toc531029422]Executive Summary

This report was written to examine and identify Adidas’s competitive strategy  that they have utilised in order to develop their current competitive position, giving examples of actions they have taken to accomplish this strategy. By critically evaluating the competitive strategy that Adidas has utilised in the development of their competitive position. Exploring the advantages and limitations of this strategy in the current environment.
All business use strategy, they must in order to be successful in their market. A business level strategy entails differentiation, a focus to achieve a sustainable competitive advantage and cost leadership. The main aim of this report will be to identify, critically evaluate and analyse Adidas’ strategy, what is Adidas’ advantages and disadvantages are within its strategy.
The report will be analysing Adidas using Bowman’s strategic clock. The aim is to find and  critically evaluate the strategy that Adidas has chosen. The report will identify key points where the strategy that  Adidas’ has chosen has a competitive advantage in and where it has its limitations and  weaknesses, providing recommendations for possible solutions or changes that could make Adidas be in a better position within its market. 
The research shows that Adidas’ chosen strategy is differentiation. Differentiation happens when the services or the products of company meets the wants and the needs of some customers in the market place better than others.
To conclude the competitive strategy that Adidas have utilised in order to develop their current competitive position, is the differentiation strategy. They have accomplished this strategy through focusing on innovation and inventing new products, while also having and organisational culture of the same nature. Adidas has used innovation and invention throughout their products. Adidas’ strategy is flexible and adapts to change, embracing e-commerce for example to maximise their profitability. The strategy allows Adidas to distance itself from others in the market.
Though a viable and strong strategy that is currently working for Adidas, there are limitations in the current environment, this includes that an organisation has difficulties of sustaining the bases for differentiation. There is also a possibly higher costs with the strategy, designing specific product offerings and then customising marketing to each customer group is an expensive endeavour. Creating multiple versions or variations of products takes significant research, design and development time and costs much more than creating a single product. After creating products, the company then must invest heavily in marketing to present distinctive messages that sell each product to the appropriate target customers. The difficulty to achieving true and meaningful differentiation, in many competitive markets, the speed that company’s copy one another has increased greatly, many company’s uses similar means of distribution and cost also, therefore is can be difficult to truly achieve the strategy.
Though the differentiation strategy that Adidas has chosen can be very challenging, the strategy is clearly thriving, having a turnover of  €21,218 billion in 2017 alone. Adidas is continuously growing and adapting to its environment. The company’s’ focus is very much to become a forerunner in the sportwear market and they show no signs of slowing down their efforts to do so.

 It is recommended:
· That Adidas should continue to use its chosen strategy of differentiation, as it has proven to be a profitable and an effective strategy for Adidas since the company has been begun using the strategy. 
· Adidas must focus more on achieving true differentiation, as Nike follows a similar strategy both companies are considered innovative, understandably in the market today it is difficult to make an invention and protecting the inventions from being stolen and used. 
[bookmark: _Toc531029423]Introduction
[bookmark: _Hlk530492645]In most industries there are companies that tend to become the forerunner of that particular industry, these companies are usually those who have a globally recognised brand and have grown a loyal customer base globally, Adidas is a brand that is very much the forerunner in the industry of sportswear along with its competitor Nike (Doke, 2016). The following report will distinguish the strategy that Adidas use in order to develop their current competitive position, while also using examples of the actions that they have taken in order to achieve in the strategy that has been identified. The strategy that Adidas has chosen will be critically evaluated presenting the advantages and disadvantage that strategy has in the current environment and market.
[bookmark: _Toc531029424]Report Remit
All business use strategy, they must in order to be successful in their market. A business level strategy entails differentiation, a focus to achieve a sustainable competitive advantage and cost leadership. The main aim of this report will be to identify, critically evaluate and analyse Adidas’ strategy, what is Adidas’ advantages and disadvantages are within its strategy.
The report will be analysing Adidas using Bowman’s strategic clock. The aim is to find and  critically evaluate the strategy that Adidas has chosen. The report will identify key points where the strategy that  Adidas’ has chosen has a competitive advantage in and where it has its limitations and  weaknesses, providing recommendations for possible solutions or changes that could make Adidas be in a better position within its market. 
[bookmark: _Toc531029425]Background of Adidas
Adidas is a multinational corporation. Founded in Germany in 1949 by Adolf Dassier, the sportswear giant which is the largest sportwear manufacturer in Europe, second in the world behind Nike (Venkatraman, 2008). The company designs and manufactures shoes, clothing and accessories. Adidas currently employs 56,888 people worldwide (Adidas-group, 2018). Like other major sporting brands, Adidas engages with sponsorships, including football clubs, individual athletes, like football stars Lionel Messi and Gareth Bale to name a few. Adidas is one of the official sponsors of UEFA Champions League (Brake, 2018). In 2005 Adidas acquired Reebok as a subsidiary for $3.0 million, thus combining the two sportswear giants (Niemi, 2005).
In a 2017 Adidas addressed its shareholders with an annual report stating that their mission “is to be the best sports company in the world by staying authentic to all athletes, tailoring to their unique needs, tastes, and experiences ” (Adidas, 2017).  In 2017 Adidas had a turnover of €21,218 billion alone (Oster, E., 2018).
[bookmark: _Toc531029426]Definitions of Major Concepts
The term strategy has been around for many centuries, it derived from military conflicts, being popular with many famous figures including Sun Tzu, who considered strategy the key to winning any battle. The use of a better strategy allowed one opponent to beat the other while at war (Nickols, 2012).  Within business, strategy is said to be the equalling of the activities of an organisation to the environment in which it operates and to its own resource capabilities (Johnson, Scholes and Whittington, 2011). Business level strategy however is different to that of just a regular strategy. Business-level strategy can be thought of as the different competitive weapons available to firms, business-level strategy is considered a key construct in the strategic management literature (Kaymak, 1998). Business level strategies include cost leadership, differentiation and a focus to achieve a sustainable competitive advantage in order to be successful in a market place (Bogomyagkov and Machulskyi, 2012). According to Pieterson (2011) competitive advantage can be defined as “achieving a bigger gap than your competitors between the value your customers see in your product and the costs you incur in providing that product.” Competitive advantage can ensure market leadership, through staying ahead of the competition (Wang, 2011) Knowing the market and being able to be adaptable. 

The model that will be used and applied to Adidas will be Bowman and Faulkner’s strategy clock. The strategy clock is based on the principle of achieving competitive advantage by providing customers with what they think they want/need, in better or more effective  way than competitors do (Shakhshir, 2014).
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FIGURE 1 Bowman's strategy clock Source: (Bowman & Faulkner, 1997)
In a competitive and filled market, customers make choices on purchases based on their perception of value for money, which is the mixture of the price the product is and the perceived product benefits, most consumers are very conscious of the ‘value for money’ when purchasing. 
The ‘strategy clock’ represents different positions in a market, it indicates where customers have different requirements in terms of value for money. The clock can be used to assist management understand the changing requirements of their markets and the choices they can make in regard to their positioning and competitive advantage (Johnson, Scholes and Whittington, 2011). The clock shows the perceived value to the consumer to that of price, this can be used by companies to understand their own company better. The clock has eight possible choices which includes, low price &low added value which is a ‘no frills’ strategy it focuses on price sensitive market segments, low price, hybrid which is a balance of quality and price, differentiation offers a benefit that differ from competitors, focused differentiation which is applied to high quality and luxury goods. The remaining 3 strategies are risky high margins, monopoly pricing and loss of market share, these strategies are labelled as ‘destined to fail’.
[bookmark: _Toc531029427]Adidas’ Strategy : Differentiation
Adidas has taken the differentiation strategy approach. Differentiation happens when the services or the products of company meets the wants and the needs of some customers in the market place better than others. Some examples of differentiation, that will deliver sustainable competitive advantage include branding and superior performance (Sun & Pan, 2011). The differentiation strategy is used with the assumption that a product that is so differentiated can charge and maintain a higher price than its competitors while delivering higher profitability than rivals. A product is considered differentiated when it delivers enhanced benefits beyond the consumers core and actual benefits. Organisations that use the differentiation strategy offer something that is perceived as exclusive, unique or better. This can be used widely from service to quality of a product (Gorondutse & Hilman, 2017). Because of the uniqueness and exclusivity promise of the product organisations can charge premium price as its considered ‘rare’. Differentiation strategy seeks to provide products that offer benefits that differ from those offered by competitors. Differentiation strategy is dependent on identifying and understanding strategic customers’ needs and identifying key competitors’ strategies (Boehe & Cruz, 2010).
Differentiation can be achieved through many different methods including branding, distribution channels, product features. One of the best ways to implement differentiation strategy is to invent or innovate. By innovating or inventing an organisation can become market leaders, their product would be  the first entrant in the market, although inventions can be difficult, creating new products offers its own trials and tribulation, innovations however are more practical. Packaging can also be a useful tool, the colour, taglines, the ease of handling can play an important role in converting the customer to a company’s brand, aesthetics are a very important factor especially when it comes to product profitability (Valipour et al, 2012). 
Customer service can also be a differentiation strategy, ensuring customers are treated well when they interact with an organisation, ensuring that consumers have a positive interaction with the company. Keeping a healthy rapport with customers will always be a benefit, customer who have a good experience are far more likely to return, especially if they are treated exceptionally well. (Stonehouse, 2004).
[bookmark: _Toc531029428]Implementation of The Differentiation Strategy Within Adidas
Adidas focuses on using the differentiation through using for example, innovation, producing new products, services and processes in order to compete with the competition, like Nike and other competitors. Adidas uses multi-branding strategy, the company stresses on the growing endeavours in the current and emerging markets. Adidas consistently improves its infrastructure, its processes and systems, always improving its efficiency. 
Adidas also pushes it’s work and corporate culture of performance, passion, integrity and diversity. Adidas has a strong focus to achieve a sustainable competitive advantage (Abel, 2001). Adidas have invested heavily in the best marketing and distribution channels in different countries around the world, Adidas has done this by using algorithms to evaluate consumers buying behaviours (Janoff, 2006). Adidas have fully embraced e-commerce to become more accessible to consumers, many people now only buy products online, this is a sign that Adidas are very adaptable. Adidas uses their multi-brand strategy by having a diverse brand portfolio, allowing adidas to adapt and penetrate all segments of the market, catering to sport personalities, sports teams and the general public. Through using the multi brand strategy it allows Adidas to have a specific and unique identity that can set them apart from its competition, this is a major strength for Adidas. The organisational culture of Adidas group obligates employees to be innovative. This culture forces them to produce goods which are highly innovative and with the use of the latest technology their products have a very good quality (Janoff, 2006). 
Adidas implements new and interesting technologies, they produce products which enhances performances to those that use their products from athletes to the general public (Burgelman, 2015). Adidas have updated the running shoes with ClimaCool, a system designed to ventilate (Saling, 2009) which is largely popular with consumers. Adidas also use A3, which is an energy management technology for footwear that guides and drives an athlete’s foot through each stride.

[bookmark: _Toc531029429]The Advantages and Disadvantages of The Differentiation Strategy
The advantages of differentiation is that an organisation has the benefit of distancing from others in the marketplace, through having innovating products and new inventions (Anon, 2007). Making a product more appealing to consumers with its uniqueness. Another strong advantage of the differentiation strategy is the creation of a major competitive advantage, having a unique product can aide in separating from competition. 
An organisation also undertakes a differentiation strategy by creating a perception of a certain value to its customers, for example, perceptions of product performance excellence, product innovation, excellent service, and superior brand image, allowing the organisation to dominate the current and new market (Putra et al, 2018)
The strategy also allows for flexibility. Flexibility is the capability of an organisation to respond to major changes that take place in its external environment by committing the resources necessary to respond to those changes within the environment. Perhaps more importantly, the organisation should be able to identify change markers so that it can go back to its previous state when the external environmental change is reversed (Mason & Mouzas, 2012).
The disadvantages of differentiation strategy is that an organisation has difficulties of sustaining the bases for differentiation. There is also a possibly higher costs with the strategy, designing specific product offerings and then customising marketing to each customer group is an expensive endeavour. Creating multiple versions or variations of products takes significant research, design and development time and costs much more than creating a single product. After creating products, the company then must invest heavily in marketing to present distinctive messages that sell each product to the appropriate target customers.
A challenge when using the differentiation strategy includes the difficulty to achieving true and meaningful differentiation, in many competitive markets, the speed that company’s copy one another has increased greatly, many company’s uses similar means of distribution and cost also, therefore it can be difficult to truly achieve the strategy (Wilson and Gilligan, 2013).  
[bookmark: _Toc531029430]Conclusion
To conclude the competitive strategy that Adidas have utilised in order to develop their current competitive position, is the differentiation strategy. They have accomplished this strategy through focusing on innovation and inventing new products, while also having and organisational culture of the same nature. Adidas has used innovation and invention throughout their products. Adidas’ strategy is flexible and adapts to change, embracing e-commerce for example to maximise their profitability. The strategy allows Adidas to distance itself from others in the market.
Though a viable and strong strategy that is currently working for Adidas, there are limitations in the current environment, this includes that an organisation has difficulties of sustaining the bases for differentiation. There is also a possibly higher costs with the strategy, designing specific product offerings and then customising marketing to each customer group is an expensive endeavour. Creating multiple versions or variations of products takes significant research, design and development time and costs much more than creating a single product. After creating products, the company then must invest heavily in marketing to present distinctive messages that sell each product to the appropriate target customers. The difficulty to achieving true and meaningful differentiation, in many competitive markets, the speed that company’s copy one another has increased greatly, many company’s uses similar means of distribution and cost also, therefore is can be difficult to truly achieve the strategy.
Though the differentiation strategy that Adidas has chosen can be very challenging, the strategy is clearly thriving, having a turnover of  €21,218 billion in 2017 alone. Adidas is continuously growing and adapting to its environment. The company’s’ focus is very much to become a forerunner in the sportwear market and they show no signs of slowing down their efforts to do so.
[bookmark: _Toc531029431]Recommendations
It is recommended:
· That Adidas should continue to use its chosen strategy of differentiation, as it has proven to be a profitable and an effective strategy for Adidas since the company has been begun using the strategy. 
· Adidas must focus more on achieving true differentiation, as Nike follows a similar strategy both companies are considered innovative, understandably in the market today it is difficult to make an invention and protecting the inventions from being stolen and used. 
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