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Executive Summary 
Adidas was formed in 1924 by Adolf Dassler, and again in 1949 under the name ‘Adi Dassler Adidas Sportschuhfabrik’ in Germany, their current Headquarters is based there still. Adidas employs 57,000 people worldwide and produce over 900 million sports products internationally (Adidas, 2018). 
The report is designed to identify what strategy Adidas use in order to have a competitive advantage. The report is split into three main sections; definitions of major concepts; the implementation of the strategy chosen by Adidas and the benefits and limitations of that strategy. 
The main findings of the report are that Adidas has chosen a Focus differentiation strategy, they use this in order to maintain a competitive advantage as they have highly eminent products (Des, McNamara and Eisner, 2016).
Adidas use sponsorship and brand ambassadors that are experts in their fields to reiterate the sports theme within their company, they use a variety of sports professionals to do this (Adidas, 2018). 
Similarly, Adidas use their sub-brand YeezySupply to keep their brand relevant as it is a highly influential product, they also use the brand co-creator Kanye West to increase the ‘hype’ around their products through the innovative use of marketing (Woolf, 2016; Hanbury, 2018).
In order to continue to succeed and maintain their market share, Adidas must ensure that they follow the subsequent recommendations. 
Adidas must maintain its YeezySupply brand with Kanye West and expand this to increase its availability, they must do by ensuring exclusivity is still at the heart of the brand as this is essential to its success. They could achieve this by rereleasing older style shoes on special occasions, for example, Thanksgiving and Christmas. 
Customers would be more inclined to shop at these times and therefore increase sales and limit the amount of re-selling sites as customers will be aware, they will be able to purchase them again at a much lower price. This may decrease the ‘hype’ for the product however if they continued to promote through popular celebrities, they could sell them as vintage or classics and promote collecting the shoes. 
They could also create awareness of counterfeit products and encourage the negative image of purchasing them as they could be unsafe.  
Adidas must also continue to maintain its level of athletes and brand ambassadors to ensure the brand image of high-quality sportswear is maintained. They could also integrate the brand ambassadors with the YeezySupply brand to create a specific sports line of clothing, as it is becoming increasingly more popular to wear sports clothing as leisure wear.


[bookmark: _Toc530668164]1.0 Introduction 
The purpose of this report is to identify the competitive strategy that Adidas has utilised in order to develop their current competitive position. The report will evaluate the competitive strategy Adidas has used in the development of their competitive position, it will also outline the advantages and disadvantages of the strategy within the current environment. 
[bookmark: _Toc530668165]1.1 Report Remit
The report aims to identify and produce recommendations based on the competitive strategy of Adidas. It will achieve this by recognising the advantages and disadvantages of the current competitive strategy used by Adidas, the report will use Porter’s Generic Strategies to achieve this.  
[bookmark: _Toc530668166]1.2 Background of the organisation 
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As seen from Figure 1, Adidas’ net sales in 2017 were 21,218 billion euros and their operating margin was 9.8%. Adidas’ mission statement is to ‘be the best sports company in the world’. The Adidas group operate with two core brands Reebok and Adidas. Adidas acquired Reebok in 2005 for £2.1 billion, Adidas received 20% of the US market share as a result and enabled a competitive advantage to its rivals Nike (Davies, 2005). 
[bookmark: _Toc530668167]1.3 Definition of major concepts 
Strategy is often misinterpreted and can be defined in many ways, Watkins (2007) of The Harvard Business Review defines strategy as a set of rules that when communicated and adopted into the organisation, they generate the desired pattern of decision making. A strategy is, therefore, how people should make decisions and distribute resources in order to achieve significant objectives.’
A business-level strategy can be defined as the plans, choices and decisions used to lead a business to superior profitability and success. A weak or misunderstood strategy can cause a business to fail, it is therefore imperative that a company ensures its strategy is well communicated throughout the business, this can be achieved by avoiding overusing the term strategy for every plan and decision made within the company (Kourdi, 2009).
Having a business level strategy is critical for a successful business, there are many benefits to having a strategy these include, increased accountability for employees, an outline for potential changes, an ability to focus on the company’s priorities, it allows for an extensive interpretation of the business and for all employees on various levels to have to same vision of the company thus allowing for success (Vick, 2018).
Following, a competitive advantage is demarcated as being knowledgeable about what you can excel at in relation to competitors, then determining a business level strategy around that focus. Through focusing on unique strengths, a business will be able to outperform the competition (Parrish, 2018). 
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[bookmark: _Toc529803894][bookmark: _Toc530668097]Figure 2- Porter's Generic Strategies (2018) (Source: Mindtools, 2018)

Figure 2 shows Porter’s Generic Strategies and illustrate how organisations can implement a variety of strategies within a broad or narrow approach to strategy. 
Porter elucidates that there are three types of strategies generally used by businesses to achieve and preserve its competitiveness. These are Cost Leadership, Differentiation and Focus (Arianty, 2016).
The first of the three generic strategies; the Cost Leadership strategy, involves a business seeking the lowest cost when producing its products. A cost leader must ensure a minimum quality for its products and services in order to retain its customers (Yardley, 2017). The Cost Leadership strategy requires a business to produce high quantities of identical ‘no frills’ products, produced at low cost and made available to a large audience. Companies can often take advantage from economies of scale ensuring cost savings is always at the forefront of the business. Companies using this strategy must ensure they have a substantial market share advantage of superior access to raw materials or labour to inhibit others from imitating their strategy (Tanwar, 2013; Thomson and Martin, 2005). 
Next, is the Differentiation strategy, companies will use this strategy when it seeks to become unique in its market. They will select one or more characteristics that are perceived to be invaluable whilst keeping standard well-valued attributes. Companies can then charge a premium price for these exclusive additions (Institute for Manufacturing, 2016). Companies can differentiate themselves in a few ways, including customer experience, personalisation and design. Customers will pay up to 16% more for a company that leverages its differentiation on customer service (Abramovich, 2018). Other ways in which a company can differentiate include, new technologies, solving solutions to previous problems, having an advanced credibility, expertise and knowledge and being an undisputed iconic brand (Paunovic, 2018).
Following, the Focus strategies are split into two categories, Cost and Differentiation. In both instances, the focus will be on customers who have specific wants and needs in a niche market. Having a higher level of customer focus it will enable a Cost Focus company to concentrate its efforts on finding even lower costs in production. Similarly, in a Differentiation Focus, it allows the company to meet the needs and wants of the focus market. Each subcategory has a distinctive advantage, for example, Cost Focus strategies allow for creating a cost advantage for its customers. Businesses are only able to focus on one of these three strategies or potential loss of focus may occur (Edwards, 2012).
The Focus Strategies can be attractive in the following conditions; the target market niche is large, lucrative and growing; the industry leaders do not consider the niche to be critical to their success, and industry leaders consider it too costly to meet specialised needs of the target market whilst taking care of its mainstream customers. Additionally, the industry has many different niches and segments allowing for a competitive attractive niche through its own resources or few rivals are trying to duplicate (David and David, 2017). 
[bookmark: _Toc530668168]2.0 Main Body
Adidas has chosen a Focus Differentiation as their strategy, as seen from Figure 3 their emphasis is to concentrate their efforts on three key areas, cities, speed and open source.
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[bookmark: _Toc530668098]Figure 3- Adidas' Strategy Infographic (2018) (Source: Adidas, 2018)

A Focus strategy is based on the narrow competitive scope within an industry, a firm that follows this choice of strategy selects a segment or group of segments and fits its strategy to serve them. The purpose of this strategy is to exploit a niche in the market. For a company to choose this, they must either have a low-cost position or a highly differentiated product, or both (Des, McNamara and Eisner, 2016).
This can be seen from Figure 3, Adidas explicitly state they focus their efforts entirely on the three key areas, in order to distinguish themselves from their competitors, for example, Nike.  Similarly, to Figure 1 Adidas use the 3 C’s; confidence, creativity and collaboration in order to create new and innovative products, this can be seen with the new partnership with Transport for London. This features three new styles of the shoe with a London Underground theme, consumers will also receive a free Oyster card worth £80 and a Transport for London and Adidas Oyster card wallet (Maoui, 2018).
[bookmark: _Toc530668169]3.0 Implementation of the Strategy 
3.1 Sponsorship
Adidas have used this strategy as there are many challengers in the sports clothing industry, they, therefore, need to differentiate themselves from the competitors in order to convince customers to purchase their clothing as opposed to the competitors. 
Adidas is renowned for their sports clothing and shoe lines, it is the reputation and initial stages of the brand. The way in which Adidas communicate their strategy expresses their core aim to move sports to the next level, and in order to do this, they aim to work with the best in the industry (Robiot, 2015; Kish, 2015). 
There are over 50 sports professionals and experts who are ambassadors for the Adidas brand (Adidas, 2018). These include Ana Ivanovic, Steffi Graff and Steven Gerard. Through using these professional athletes Adidas can retain and promote their reputation. It will also assist with their mission statement of ‘being the best sports company in the world’. 
Adidas also sponsors Football Teams from all over the world, in 2016 they sponsored the most countries and produce their uniforms, this can be seen from Figure 4. 
As seen below, they are not the only company to sponsor football teams or sports professionals, however, they ensure that they review how and who they distribute their products to, this ensures that their brand remains a reputable company (Bold, 2016; Siu, 2014; Levitt, 2018). 
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[bookmark: _Toc529803896][bookmark: _Toc530668099]Figure 4- List of countries each company sponsor (2016) (Source: Forbes, 2016) 

There are many benefits to sponsoring in this way, for example, a reputable brand, a positive sponsorship will lend credibility to a company and promote the brand positively. It will also increase brand awareness, for example, Adidas’ logo will appear on all the above uniforms and therefore more people will see it and be aware of the brand. Similarly, a brand will be able to reach a wider audience as their audience will be larger than the companies, due to prevalent social media platforms. This will bring more customers to a company as they will likely to be a fan of the companies that the sponsor uses (Manns, 2017) 
3.2 YeezySupply- Sub-brand
Another way in which Adidas had focused on differentiation is the Kanye West and Adidas collaboration called, Yeezy. It was created in 2015 and since the Yeezy brand has been called the most influential sneaker of 2016, the collaboration includes a high fashion line and trainers. The trainers are released in limited numbers and only available while stocks last, the shoes are then not recirculated (Woolf, 2016; Hanbury, 2018). Although they are not the only sports shoe company to have a collaboration of this type, for instance, Michael Jordan with Nike (Connolly, 2016). 
It is unique in several ways, for example, the marketing campaign of the products is a highly anticipated event often including West’s Wife Kim Kardashian-West. West uses his own celebrity status and those of his friends to reiterate how the clothing line is high-end fashion. He is often seen wearing his merchandise to his concerts, he also uses the Kardashian-Jenner family to wear his products and increase awareness through their exceedingly prevalent social media platforms that are worth over $1 million per post (Petter, 2018) 
[bookmark: _GoBack]One of the ways in which Kim Kardashian-West marketed the products for Adidas was to model them on her holiday to Japan and use the paparazzi as the marketing campaign, she also uploaded pictures on to her social media accounts (Yotka, 2017). Some critics say that using this form of advertisement and product placement, however, is unethical and unlawful both in the United States and the United Kingdom as it does not state explicitly that is, in fact, an advertisement (Caldwell, 2018). 
Kayne West has also revealed his clothing line with a sell-out fashion show at Madison Square Gardens (Coscarelli, 2016). Every season of Yeezy has a different and often controversial marketing campaign and therefore anticipation is high for the next reveal (Gonzales, 2018). This is also true for making celebrities wear the shoes as it keeps attention on the brand and enables a desirable image for the brand and shoes. 
The exclusivity of the collection also keeps it in high demand, the shoes are made to order and are available to pre-order online. There are often very limited stock and sell out within minutes of being released (Jones, 2015; Lee, 2016). Often the shoes end up on reseller sites at a much higher price than its already premium original selling price. Some state that this also keeps the ‘hype’ up for the shoe and brand. In order to combat this Adidas, re-release the shoe, this also ensures that more people can purchase the shoe whilst keeping it exclusive as it is only available online (Lindsey-Diaz, 2017).
[bookmark: _Toc530668170]4.0 Advantages and Disadvantages of the Focus Differentiation strategy 
[bookmark: _Toc530668171]4.1 Advantages 
There are several advantages to the Focus Differentiation strategy, for example, a clear and well-communicated strategy. It is evident that with a focus differentiation strategy, employees can stay focused and concentrate its efforts on those differentiations, it is also easier to present the brand to the market clearer and more concise. 
It also portrays the business as a specialist in the field as opposed to an industry generalist, thus allowing for an increased selling price (McLaughlin, 2018). It may then limit the competition as they are less likely to be industry experts and cannot compete with the company due to a lack of brand awareness and credibility (Edwards, 2012).
This can be seen within the YeezySupply sub-brand of Adidas, they charge a premium price for their products and therefore focus on a niche market of people that are able to afford the products (YeezySupply, 2018). 
[bookmark: _Toc530668172]4.2 Limitations
On the contrary, this may limit the customer base as a higher selling price could result in a potential loss of customers and sales and therefore market share (McLaughlin, 2018). 
Another potential disadvantage of the focus differentiation strategy is that the niche is small and may not attract enough attention to generate sales. It may also disappear in time due to new technologies that make the differentiation obsolete (Lynch, 2015).
Another disadvantage is that imitations become prevalent and often sell at a higher price than the original, this not only suggests a loss of potential profit but also could damage the reputation of the brand if imitations are not as good as the real ones especially if the customer is not aware it is not the original. It may also be unsafe for a customer to buy illicit goods due to not having had the legal safety checks companies must go through (Watson, 2016; Young, 2016). 
It should be noted that a company cannot be both differentiated and cost-effective simultaneously as it may lead to confusion with a company’s customers. Porter warns against using all three simultaneously, this could lead to potential problems for the business as it doesn’t have any specific focus or goal (Henry, 2011). However Southwest Airlines, for example, have been able to be convenient and low cost by using effective strategies that integrate multiple themes in a unique way, this is made possible as customers’ needs are rarely unidimensional and therefore meeting those needs will require a flexible strategy (Margaretta, 2012).
[bookmark: _Toc530668173]5.0 Conclusion
The report has shown that Adidas has adopted the Focus Differentiation strategy, in order to stay relevant and maintain market share. Adidas achieve this using Sponsorship and Celebrity endorsement, they have also created a high-end fashion line with Rapper Kanye West called YeezySupply. 
Adidas benefit from Focus Differentiation in various ways, for example, perceived industry expert and a higher selling price for their products. Adidas could have potential limitations from using this strategy, for example, fewer amount of sales due to the premium level pricing. They could also be affected by counterfeit goods selling for a higher price than their original which could also lose the trust of their customers due to lack of quality in the illicit products. 
The report also shows that through the innovative use of marketing they created the ‘most influential sneaker of 2016’ with Rapper Kanye West. 
[bookmark: _Toc530668174]6.0 Recommendations
In order to continue to succeed and maintain their market share, Adidas must ensure that they follow the subsequent recommendations. 
Adidas must maintain its YeezySupply brand with Kanye West and expand this to increase its availability, they must do by ensuring exclusivity is still at the heart of the brand as this is essential to its success. They could achieve this by rereleasing older style shoes on special occasions, for example, Thanksgiving and Christmas. 
Customers would be more inclined to shop at these times and therefore increase sales and limit the amount of re-selling sites as customers will be aware, they will be able to purchase them again at a much lower price. This may decrease the ‘hype’ for the product however if they continued to promote through popular celebrities, they could sell them as vintage or classics and promote collecting the shoes. 
They could also create awareness of counterfeit products and encourage the negative image of purchasing them as they could be unsafe.  
Adidas must also continue to maintain its level of athletes and brand ambassadors to ensure the brand image of high-quality sportswear is maintained. They could also integrate the brand ambassadors with the YeezySupply brand to create a specific sports line of clothing, as it is becoming increasingly more popular to wear sports clothing as leisure wear. 
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Porter called the generic strategies "Cost Leadership” (o frills), "Differentiation” (creating FREE for Your :
uniquely desirable products and services) and "Focus” (offering a specialized service in a Organization
niche market). He then subdivided the Focus strategy into two parts: "Cost Focus" and
"Differentiation Focus." These are shown in figure 1 below. et ol oss o e
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organization who work with passion for sports and our brands. It is aur people that bring our strategy to lfe and make the
difference in achieving our long-term goals. To read more about our culture at adidas click here.
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New kits were produced and hyped and the only thing left was the secret
sauce of tournament success. Adidas have the most countries in its stable,

with Nike trailing in second and Puma in third place.
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Perhaps the big winner so far has been Italian sports equipment company
Errea. The Italian company has been the kit provider to Iceland since 2004
but obviously market sales for a country with a population of just over

330,000 are limited.
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