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[bookmark: _Toc530505174][bookmark: _Toc530950428]Executive summary
The purpose of this report is to provide an integrated analysis of Adidas marketing strategy choices based on the classic strategy theories promoted by Porter. Though there are three levels of strategic marketing approaches, this report chose to focus on the business level strategy. 
Adidas is widely recognized as a German Multinational corporation that dedicated itself in sport clothing and accessories design and manufacturing. Its successful choose and implementation of differentiation strategy has made it a dominant player within the sport clothing industry. With the aim of consciously driving brand desirability, Adidas puts its customers in the core enter of its business operation. By offering differentiated products and networking with customers through differentiated channels, Adidas is able to gain the unduplicated competitive advantage. The advantage of differentiation marketing strategy is Adidas can provide its customer with unique products through its unique distribution channels, while the disadvantages include the higher costs in investigating and adapting to customer preferences.
The success of Adidas is just hard to replicate. In the future, it is suggested that Adidas keeps focus on its differentiated marketing strategy, while reaching tentacles to other sports related areas. Instead of selling products, an awareness of healthy lifestyle should be infused into the minds of customers. 


[bookmark: _Toc530950429]Introduction
[bookmark: _Toc530950430]Background Information of Adidas
Adidas, headquartered in Herzogenaurach Germany, is widely recognized as a German Multinational corporation that dedicated itself in sport clothing and accessories design and manufacturing. Created by Adolf Dassler and Rudolf Dassler in the early 1948 with the aim of providing sport clothing for German athletics, the later split between two founders made Adolf taken the control of the whole company(Adidas, 2018b). In 1995, Adidas went public on the Frankfurt and Paris Stock Exchange. Over the past decades, Adidas has developed itself into one of the most reputable players that dominates the sport-wear industry. Besides sport-wear products, Adidas also reaches their tentacles into other sport-related areas such as bathroom goods, sports watch, etc. Noteworthy, Adidas also acquired Rebook to strengthen its position in the sport-wear market. There are actually three sub-brands or three styles of clothing under Adidas, respectively Adidas Originals, Adidas Performance and Adidas Style. By carving the mission of “being the world’s leading brand sporting products” in its daily operation, Adidas is expected to release more potentialities of growth in the coming future based on its new tailored strategy in facing the challenges of the digital era(Adidas, 2018b).
[bookmark: _Toc530950431]Research Objectives
The purpose of this report is to provide an integrated analysis of Adidas marketing strategy choices based on several classic strategic theories. By combing the fundamental theories with the real-life case study, what the author wants to realize here is provide a critical evaluation of Adidas current strategy choice, as well as provide some recommendations for Adidas future strategy implementation. In this respect, the realization of the research objectives is proposed to be reached through offering a comprehensive and in-depth clarification of related theories followed by an integrated analysis on Adidas’s marketing choices. Thus, a conclusion and recommendation concerning the marketing choices will be delivered to benefit practitioners on how to gain an competitive advantage through concise choices on strategies. 
[bookmark: _Toc530950432]Theories 
Strategy
The word” strategy” was originally borrowed from the field of the military but later been adapted for the use in the field of business(Ansoff, 1965). Business strategy can be simply understood as the course of action or set of decisions which assist the leaders in realizing some specific business objectives(Beard and Dess, 1981). To be more specific, strategy can be described as the master plans applied by the leaders to secure their competitiveness, implement their operations, cater the demands of customers and eventually realize the early settled aims of the business(Porter, 1996). Some academia also describes it as the long-term sketch of the desired picture, routes of development and final destination of an organization that combines a scheme of carefully discussed plans and actions (Goold, Campbell and Alexander, 1994). Generally, it outlines how an organization can realize its desired aims though an array of moves. 
Strategy equips the leaders with a comprehensive and far-sighted framework to exploit any opportunities or sense any threats within or out of the organization, as well as make optimum use of limited resources(Porter, 1989). Thus, strategy can be broken down into three levels from top to down with corporate level strategy on the top formulated by the top management, business level strategy on the middle developed by the general managers, and functional level strategy concluded by the first line managers. 
Business Level Strategy 
The business level strategy is the middle level strategy developed by the general managers. The complexity of business level strategy depends on the structure on the organization, and it is necessary to create different business level strategy for different business units(Hambrick, 1980). However complicated, the core mission of an organization remains to be catering the needs and adapting to the changing preferences of customers, which largely relies on the choosing and implementation of business level strategy(Beard and Dess, 1981). Unlike the corporate level strategy which is too general and functional level strategy which is too detailed, business level strategy portraits the actions needed to take to delivery value and gain competitiveness in the specific product or service market. Typical business level strategies include: cost leadership, differentiation, focused low cost, focused differentiation. and integrated low-cost/differentiation strategy(Hill, Jones and Schilling, 2015). Each of them has different focus on the cost or differentiation.
Competitive Advantage
The competitive advantage is defined as what makes an organization’s business superior than other competitors(Peteraf, 1993). It can be the disciplined cost management, unrivalled human resources or the control over key technological advances. Loads of factors may attrite to the competitive advantage including brand reputation, product quality and distribution network. However, generally there are normally two main categories of determinants need to be taken into consideration when an organization tries to create a competitive advantage: competitive advantage and differential advantage(Porter and Advantage, 1985). 
Competitive advantage can be summarized as the organization’s competence to produce goods of delivery services in a more efficient way comparing to its competitors(Barney, 1997). Competitive advantage generally results in greater profit margins and thus lower the prices. Competitive advantage can be gained through economies of scale, efficient supply chain management or unique geographic location. Differential advantage indicates that the organization can offer goods and services differentiated from its competitors and may be seen as superior(Peteraf, 1993). Drivers of differential advantage include but does not limit to technological advances, unique patent protected applications and secret recipes. 
[bookmark: OLE_LINK1]Porter’s Generic Strategy
As the author has been talked, there are various drivers behind competitive advantage. Porter outlined three primary approaches to achieve a sustainable competitive advantage, and there are respectively cost leadership, differentiation and focus(Porter, 1985). Cost leadership means organizations compete for a wide market share through offer relatively lower prices. This can be realized through consistently improvement on operational efficiency to lower the cost. Thus, operations tend to be highly standardized to sustain internal efficiency, and products are normally generic(Grant, 1991). Differentiation indicates that organizations offer products or services with identified features or benefits, so that organization can charge price premiums for differentiations. Differentiations can typically be achieved innovation in products or services. last but nor the least, focus means that the organizations choose to remain a narrow competitive scope through reaching a niche market within an industry. Thus, a market segment with special demands or preferences will be selected and tailored strategy will be rolled out to serve them to the exclusion of others.
[image: ]
[bookmark: _Toc530950433]Figure 1. Porter‘s Generic Strategy









Analysis of Strategic Choice
[bookmark: _Toc530950434]Choice of the Strategy
Broad product differentiation is the business level strategy adopted by Adidas. It attempts to gain a competitive advantage by increasing the willingness of customers to pay for the price premium for its highly differentiated sport products(Barney, 1986). The corporate level strategy of Adidas paid lots of attention on product and service innovation, managing to offer new products and services to deal with the fierce competition. Base on the overall corporate level strategy, differentiation strategy on the business level allows Adidas to target customer from different segments.
[bookmark: _Toc530950435]Implementation of the Strategy
To implement the differentiation strategy, Adidas has applied serval approaches to getting more slices of cake within the sport-clothing market. First of all, Adidas has launched “Creating the New” as their strategic business plan the year 2020s to accomplish their mission of being the best sports company in the world(Adidas, 2018c). The core concept of its “Creating the New” plan represent its ambitions to release the growth potentialities from top to down by increasing brand desirability to a large extent(Mahdi et al., 2015). Three strategic choices have been formulated to achiever its overall goals, which is speed, cities and open source. 
Speed clarifies its major value proposition. By putting its customers at the heart of business operation, Adidas constantly devote itself in designing fresh and desirable products and services by adapting to and anticipating customer preferences. Cities explains the major battlefields of Adidas. As urbanization continues to be an inevitable mainstream in a global scale, Adidas has put the focus of the differentiation strategy by locking six key cities around the world (London, Los Angeles, New York, Paris, Shanghai and Tokyo)(Adidas, 2018a). By deeply studying the buying habits, perceptions, perspectives and preferences of above major cities, Adidas designs more differentiated brands and launch differentiated marketing campaigns that will cater the various requirements and inclination of customer from different geographical areas. Various business ecosystem that fits each city is established to gain competitive advantage in brand advocacy. The last strategic pillar is open source which is about value co-creation with customers. By inviting customers from different market segments to join the product design and service delivery process, more differentiated products have been developed(Berger and Piller, 2003). Adidas have wide and deep connection with athlete, celebrities, consumers and other partners. To enlarge its own pool of creativity and gain new insights of customers, networks are building by providing some open access to its part of materials factories and sports data. The typical example was its collaboration Kanye West by rolling out the Yeezy Series. besides, the first” Creator Farm” was opened in New York City in 2016, inviting creative talents and enthusiasts to fuel imagination of sports(Adidas, 2018c). 
The differentiation strategy implemented through the three-pillar strategy challenges the industrial idea of centralized product. By offering differentiated products and services, customers can always find the products that are unique and meet the overall functional needs. Furthermore, Adidas is also on its way of digital transformation. Technological advances enable Adidas to build closer and deeper relationship with its customers. The incredible intimacy is also what differentiates Adidas from its other competitors.
[bookmark: _Toc530950436]Advantages and Disadvantages of the strategy
One biggest strength of a differentiation strategy is that it can provide customers with unique products, so that Adidas can charge a premium price incurred by differentiation. No perceived substitutes can be found on the market. Unique products and unique customer services will indeed attract more customers. It is built on the reputable brand image of Adidas and will in turn strength its brand presence. A perceive value between consumers and Adidas has been created, and it can be regarded as one of its competitive advantage. It also allows Adidas to compete in areas other than price. Focus may been put into products innovation, service delivery and products quality. One disadvantage is that Adidas needs to deal with the changing perception of customers. To acquire information about the changing perception may require a large invest, and the cost in advertising may be incredible high in order to appeal to niche markets(Dickson and Ginter, 1987). Since Adidas charge a price premium for the differentiation, so there are limited people can afford and are willing to pay for the price premium(Arping and Lóránth, 2006).












[bookmark: _Toc530950437]Conclusion 
Strategy is widely acknowledged by both academia and practioners as a fundamental factor to drive the future success and sustainability. Correct choice and implementation of strategy can help the organization to understand their core competence, identity its inner weakness and formulate competitive advantage(Dickson and Ginter, 1987). This reported has comprehensively analysis the differentiation strategy adopted by Adidas. Through deeply analysis of its business level strategy, it is safe to conclude that the current success of Adidas is attributed to its concise utilization of its differentiation strategy. Through differentiation strategy, Adidas is able to keep its vigorous in product innovation and consistently designing attractive products for its consumers. Furthermore, it is anticipated that in the future, Adidas will continuous its success by focus on differentiation strategy. 


















[bookmark: _Toc530950438]Recommendations
Based on Adidas’s successful mastering of differential strategy, the author suggest that Adidas can stick to it in the future by rolling out more differentiated products. Not solely providing sport-clothing, it is suggested that Adidas can expand their business territories into other sport-related areas such as wearable sports devices. 
Currently, Adidas puts emphasizes on six major cities all over the word. Maybe it can consider expanding its business to more cities in more countries, so that more customers with unmet demands can be able to enjoy its services and products. Or, Adidas can also choose to collaborate with more partners from every walks of life. 
At the same time, it is suggested that Adidas also put more attention on networking with its customers. Instead of selling differentiated products, Adidas maybe aim at selling a healthy lifestyle. The awareness of leading a frugal and healthy life should be infused into its consumers, resulting in increasing brand desirability(Sultan and Rohm, 2005). 
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