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[bookmark: _Toc15086]1.Executive summary
The main topic discussed in this paper is the strategic management of Adidas.The structure of the paper is as follows. The first part of this paper briefly introduces the company background of Adidas. and provides the explanation of some of the proper nouns. The second part of this paper identify which strategic approach Adidas has taken,and provides the competitive strategy chosen by Adidas and the measures adopted by Adidas.  discusses the advantages and challenges of the competitive strategy chosen by Adidas.  The third part of the article then draw conclusions that summarize the company's key points, findings and recommendations,  The fourth part provides appendix,analyzed the internal and external factors which affecting the Adidas strategy through swot analysis. and the last part is the reference.

[bookmark: _Toc4994]2.Introduction
[bookmark: _Toc31600]2.1 Report Remit
In every industry, there are some firms who take the lead in it. Customers maintain trust and loyalty to the products of these companies. The company that is mainly discussed in this article is Adidas. Adidas is a global company headquartered in Germany. The service of Adidas is spread over the world. Adidas is the leader in the world sports brand. The main purpose of this paper is to find the competitive advantages and disadvantages in Adidas strategic management, and provides solutions to the company's shortcomings, and so on.
[bookmark: _Toc2456]2.2 Background of Adidas
Adidas is a German sports brand manufacturer, but Adidas has a global service. Adidas was founded on 18th August, 1949. According to the official website of Adidas, Adidas has nearly 57,000 employees worldwide. These employees come from more than 100 countries. In 2017, Adidas sales reached 21.218 billion euros (Adidas, 2017). This data proves that Adidas is a huge global company. Adidas has a clear mission, "to become the best sports company in the world. In fact, Adidas is moving towards this goal. According to the official website of Adidas, Adidas has shown a steady increase in revenue in the past two years. 2017 Adidas' global net sales increased by 16%. Among them, China and North America performed very well. Net sales in North America increased by 27%, and net sales in China increased by 29%. Sales volume led to Adidas revenue growth of 57% in 2017 (Adidas, 2017). But Adidas's progress has not stopped. In 2018, Adidas increased sales by 10 percent in the first quarter. In the second quarter and the third quarter, Adidas’s revenues increased by 10% and 8 percent respectively (Adidas, 2018). Adidas is not only focused on profitability. Human rights are also the area of greatest concern for Adidas. In November 2018, Adidas ranked the top one in the 2018 Corporate Human Rights Benchmark (CHRB) (Adidas, 2018).
[bookmark: _Toc31865]2.3 Definitions of Major Concepts
The strategy is a set of actions and agreements set by the company. The main purpose of the strategy is to develop the core competitiveness of the company and gain a competitive advantage for the company. If the company determines a strategy, the strategy will have a major impact on the company's development and direction in the future. Therefore, the company's strategy determines the direction and scope of the company's development in the future (Peter, Olson and Grunert, 1999).

Competitive advantage is the factor of a company that outperforms its competitors. This can be achieved by providing customers with better products or services. Competitive advantages may include natural resources, high quality labor, geography, high technology and more (Chase, Aquilano and Jacobs, 2001). Michael Porter defines two ways for organizations to gain a competitive advantage. Which are cost advantages and differentiation advantages. The cost advantage represents that the enterprise provider is the same product or service as the competitor, but at a lower cost than the competitor (Reed and DeFillippi, 1990, pp.88-102). The main feature of the differentiation advantage is that the organization provides better quality products or services to customers. Thus attracting more consumers (Govindarajan and Govindarajan, 1993).

[bookmark: _Toc15930]3.Main body
Porter's generic strategies explain the company's strategy of pursuing competitive advantage in the marketplace. Porter's generic strategies include three different strategies, which are cost leadership, differentiation, and focus strategy (Akan et al, 2006, pp.43-53). Cost leadership means that companies attract customers by reducing costs, because lower costs will lead to lower prices, and lower prices will attract more customers. An increase in the number of customers will lead to an increase in product sales (Amit, 1986, pp.281-292). The differentiation strategy represents the need for companies to differentiate their products and provide higher quality products based on areas that customers value. Product differentiation and high quality can help companies attract more customers. The last general strategy is to focus on strategy (Spencer, Joiner and Salmon, 2009, p.83). The focus strategy is that the company pays attention to a small market segment, which may be a specific region, a specific population, a specific technology, and so on. The strategy adopted by Adidas is the differentiation strategy.

[bookmark: _GoBack]The main purpose of the differentiation strategy is to increase the price of products or services while improving the quality of products or services, so as to obtain higher profits and greater market share. Use of differentiation strategies needs to meet the following requirements: customers are not sensitive to price, fiercely competitive markets, companies have unique resources or capabilities, innovative processes, and so on (Banker, Mashruwala and Tripathy, 2014, pp.872-896). The success of the differentiation strategy is reflected in the increase in revenue per unit of product, the increase in consumer loyalty, the premium of products or services, and so on. Even if the company's products are the same as other products, the brand's unique feeling will attract more customers. Finally, the differentiation strategy applies to large companies and not to small companies. 

Adidas' choice of differentiation strategy is the right choice. The differentiation strategy can help Adidas improve its market base. Adidas is a big global company. The sport brand market is highly competitive. Adidas' main competitors include Nike, New Balance. Skechers and more. It can be said that the differentiation strategy helps Adidas stand firm in the fiercely competitive market.

[bookmark: _Toc4736]3.1 Implementation of the strategy

The main way for Adidas to implement a differentiation strategy is to use an innovation strategy. According to Adidas' official website, Adidas' strategic plan was named "creating the new" (Adidas, 2018), therefore, the main way of the Adidas differentiation strategy is the innovation strategy, because Adidas believes that they have the ability to change people's lives through sports. Adidas hopes to enhance the brand's attractiveness through innovation, and then through brand attraction achieve a high growth of sales volume and profit. In order to achieve innovative strategies, Adidas pays great attention to the interaction and connection between enterprises and consumers. Because Adidas believes that close to consumers is the necessary way to achieve innovative strategies. Adidas achieves a differentiation strategy through its innovation strategy, which implemented three programs. Which are city, speed and open source.

City:
The "city plan" is where Adidas sells. The strategy of Adidas sales is urbanization. Adidas believes that the city has shaped consumer perceptions and global consumer trends. And the world's major city GDP accounts for the largest part of world GDP. So Adidas's "city plans" choose six major cities in the world,which are London, Los Angeles, New York, Paris, Shanghai and Tokyo (Adidas, 2018). Adidas hope that these key cities can provide a platform to link consumers and Adidas related products. The most important result of the city plan is Tokyo's "Green Light Run", which won six Cannes awards. Not only that, the activities launched by Adidas also received a lot of positive reports from the world media. Adidas has rapidly increased the brand's popularity through the city plan (Gwinner and Bennett, 2008, pp.410-426). The increase in brand awareness will increase the number of customers, and the increase in the number of customers will increase the sales performance of Adidas. The increase in sales performance will increase the profit of Adidas. The implementation of the city plan achieved a rapid growth in market share and revenue of Adidas in the above six cities. It turns out that the above six major cities have made a huge contribution to the market share of Adidas in 2017.

Speed:
Adidas hopes to become the first fast-sports company in the world. The foundation of fast-sports companies is customer-centric. The speed meaning is that customers can quickly find the ideal product anytime and anywhere. This means that Adidas needs to predict the wishes of consumers and react fast to it. Speed plans have three characteristics, which are never out of stock, responding to customers ideal and seasonal products. Therefore, Adidas has actively developed its own e-commerce. Nowadays, Adidas' online sales channels not only have official websites and third-party sales platforms. In order to cater to the shopping habits of contemporary consumers, in 2017, Adidas launched its own official shopping app in the United States, the United Kingdom, Germany and other markets. Adidas' official app incorporates the AI function. App can generate personalized recommendations based on consumer interests and behaviors. APP cannot only provide a suitable product to consumer, but also push product news, sport events and other news. This move strengthens the relationship between brands and consumers, thereby increasing consumer satisfaction and loyalty (Danaher et al, 2010, pp.1138-1151). Increased consumer satisfaction and loyalty can stimulate further sales growth.Now Adidas is taking full advantage of the speed plan. Adidas sales are rising again because of the speed plan.

Open source:
The focus of open source is co-creation. Consumers can participate more in products made by Adidas. Adidas is opening the door to the enterprise, they actively invite athletes, consumers and partners to participate in product design and product creation. The open source strategic plan includes creative collaboration, sport collaboration and partner collaboration. Co-creation brings many advantages to Adidas products. First of all, co-creation improves the quality of products, because the products created by co-creation are recognized by the user community and other stakeholders. Consumer satisfaction with the product will increase, so the sales of Adidas products will increase, and the increase in sales will increase the profit of Adidas (Grönroos, 2011, pp.279-301). Co-creation also saves Adidas resources. For example, some of Adidas employees in the process of co-creation will be replaced by consumers or other stakeholders. And co-creation not only reduces the cost of innovation, but also provides a personalized experience for consumers or other stakeholders (Vargo, Maglio and Akaka, 2008, pp.145-152). Firstly, Open source improves the efficiency of Adidas's product development and production. Secondly, Open source Improves products of Adidas quality and customer satisfaction. Finally, Open source also promotes the relationship between Adidas and consumers. 

Firstly, adidas increased brand awareness through urban planning and attracted more consumers through urban programs, which stimulated sales in six major cities. Secondly, Adidas actively develops e-commerce and online sales through speed strategy. Adidas' e-commerce not only brings consumers an unparalleled shopping experience, but also interacts with consumers to increase consumer brand loyalty. Increased consumer brand loyalty will increase Adidas sales. Finally, Adidas' open source strategy improves product quality and customer satisfaction through co-creation with consumers or other stakeholders. The open source strategy also strengthens the relationship between Adidas and consumers. Adidas has achieved a differentiation strategy through the above three measures, which enhance the company's sales performance, market share, revenue and so on.

[bookmark: _Toc20228]3.2 Disadvantages and advantages of differentiation strategy

The product differentiation strategy brings many advantages to Adidas. Firstly, the product differentiation strategy helps Adidas to provide products and services with unique quality, such as Adidas' open source program. The open source program promotes the co-creation of Adidas and customers. This plan makes Adidas products unique and more attractive to customers. Secondly, the product differentiation strategy can enhance the reputation of Adidas (Prajogo and Sohal, 2006, PP.35-50). Adidas makes full use of the company's image when using the product differentiation strategy, thus increasing the reputation and popularity of Adidas, such as Adidas' urban plan. The main purpose of Adidas' urban plan is to link products and consumers through various activities. For example, the “Green Light Run”city plan has further enhanced the popularity of Adidas. This has helped Adidas attract more customers and improve Adidas sales volume. But any strategy is not absolutely perfect, and the product differentiation strategy also brings two challenges to Adidas. The first challenge of product differentiation is the weak perception of customers, which mean customers cannot perceive the differences in Adidas products. This leads consumers to think that adidas' differentiated products are the same as the low-cost alternatives offered on the market. In this case, consumers will tend to buy low-cost alternatives (Munnukka, 2008, pp.188-196). Adidas exists in the market which competition is fierce. Adidas also has many competitors, such as New Balance, Nike, etc. If consumers cannot perceive the characteristics of Adidas products, then Adidas sales will decline. The second challenge of product differentiation is high cost. Product differentiation cost is mainly with two Aspects, firstly, the cost of innovation in products, such as market research. Secondly, the cost of promoting differentiated products. Adidas need to convey the characteristics of the products to customers. The cost of TV advertising and magazine advertising is high. Increase in advertising costs, which represent an increase in the cost of the product (Hill, 1988, pp.401-412). The increase in cost leads to an increase in the price of the product. The increase in the price of the product may reduce the sales of the product. The decline in sales may lead to a decline in income.

But the challenge of product differentiation can also be overcome. Adidas can show the differentiation and characteristics of products to consumers through a large number of advertisements. Consumers will be more willing to pay if they fully understand the products of Adidas. The cost of TV commercials and magazine ads is really high, but Adidas can push product news to customers through its own sales app. This not only reduces the cost of advertising but also increases the interaction between the business and the consumer.

[bookmark: _Toc7078]4.Conclusion
In conclusion, Adidas' main strategy is the differentiation strategy. In order to achieve the differentiation strategy, Adidas is committed to innovation, improving product quality, etc. through urban planning, speed planning and open source planning. The success of these three programs not only increased the sales of Adidas, but also increased the interaction between the company and the customers, thus improving customer satisfaction and loyalty.

[bookmark: _Toc25763]4.1Recommendation

Although the differentiation strategy has the drawback of high cost. But Adidas can solve this problem through e-commerce. According to the city's strategy of Adidas, the customers of first-tier cities are the main target customer groups of Adidas, but with the development of the economy, people's requirements for quality of life have increased. Adidas can pay attention to second-tier cities in the future, which will bring more profits to Adidas.

[bookmark: _Toc7342]5.Appendix

SWOT analysis of Adidas

A: Strengths
Brand awareness: Adidas is a well-known brand in the sports brand market. Adidas' increasing attention to product quality has led to an increase in popularity, sales growth and brand equity (Sasmita and Mohd, 2015, pp.276-292)

Innovation: Adidas' main strategy is innovation, and Adidas has been working hard to create a innovative complete production line and invest in advanced sustainable technologies. Adidas has a team dedicated to innovation. His name is FUTURE. FUTURE helped Adidas increase sales (Aubrey and Judge, 2012, pp.31-39)

B:Weakness
High cost: The cost of sales of high-cost Adidas has remained high. According to the annual financial statements of Adidas, the sales cost of Adidas in 2017 was 1,051.4 million euros. Increased by 12% compared to 2016 (Adidas, 2017). The increase in costs has led to a reduction in profits.

C:Opportunity
E-commerce application: Adidas makes full use of the advantages of e-commerce, such as Adidas launched a mobile shopping app in the United States, the United Kingdom and Germany. The use of e-commerce not only improved marketing technology, but also improved the customer experience.

D:Threat
Fierce competition in the market: The market competition of sport brands is becoming more and more fierce. Nike and New Balance are the main competitors of Adidas. Intense competition has led to an increase in marketing investment for each brand (Dutz and Hayri, 1999). Intense competition will increase the operating costs and marketing costs of Adidas.
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