








Analysis of Adidas’ Strategy
 
[image: â��é�¿è¿ªè¾¾æ�¯â��ç��å�¾ç��æ��ç´¢ç»�æ��]


Module: strategic management & Sustainability - M3X9111
Name:  CONG LIU 
Student Number: 1702189







Content
1.0 Executive summary	3
2.0Introduction	4
2.1 Report remit	4
2.2 Background of the organisation	4
2.3 Strategy	4
2.4 Business level strategy	5
2.5 Competitive advantage	5
2.6 Porter’s generic strategies	5
3.0 Main body	6
3.1 Differentiation strategy in adidas	6
3.1.1 Brand image	7
3.1.2 Corporate social responsibility	7
3.1.3 Research and development	8
3.2 Advantages of Differentiation strategy	8
3.2.1 Brand loyalty	8
3.2.2 Charge a premium	9
3.3 Disadvantages of differentiation strategy	9
3.3.1 Higher costs	9
3.3.2 Risk of imitation	9
4.0 Conclusion	10
5.0 Recommendations	11
6.0 References	12




[bookmark: _Toc530726584]1.0 Executive summary
This report will:
Introducing Adidas' competitive strategy in the market
Analysing how Adidas uses competitive strategies
Evaluating the strategies used by Adidas and analyse strengths and weaknesses
Providing recommendation for Adidas

This report’s information come from the website, textbooks and related literatures.

Through this research, this report found that Adidas has succeeded in the market through the use of the differentiated strategy in Porter's generic strategy, becoming the world's second largest apparel manufacturer. Its differentiation strategy is reflected in these aspects:
Focus on brand image
Fulfilling corporate social responsibility
Investing and research and development

Advantages of the differentiation strategy:
The differentiation strategy helps Adidas gain market competitiveness, customer loyalty and brand loyalty, and customers are willing to pay high prices for Adidas products.
Limitations of different strategy:
The differentiation strategy makes Adidas production too expensive and the products are easily imitated by competitors. This makes Adidas lose its market competitiveness.
The report recommends that Adidas focus on developing new markets, sustaining innovation and reducing costs in order to make companies more profitable.











[bookmark: _Toc530726585]2.0Introduction
[bookmark: _Toc530726586]2.1 Report remit
This report will identify Adidas' competitive strategy in the market.
Analyse how Adidas achieves its competitive strategy in the market and provide some specific examples.
Critically evaluate Adidas' current competitive strategy and analyse its benefits and disadvantages.
Providing recommendation for Adidas

[bookmark: _Toc530726587]2.2 Background of the organisation
Adidas is a German sporting goods manufacturer company founded in Germany Herzogenaurach, that designs and manufactures shoes, clothing and accessories. It is the largest sportswear manufacturer in Europe, and the second largest in the world, after Nike.
Adidas has always been committed to becoming the brand that leads the world sport. Before the 1980s, Adidas sporting goods had an extraordinary brand status in the minds of consumers. A survey at the time showed that more than half of Americans crossed the sneakers of Adidas. "The best for athletes" was once the company's slogan. After that, because of the neglect of emerging markets, Adidas was quickly overtaken by rival Nike. In order to further challenge Nike, in 2005 Adidas acquired the competitor Reebok. Adidas also created three brands, Adidas Originals, Adidas Performance and Adidas Style. Today, Adidas ranks 480 on the Fortune Global 500 list. (Adidas,2018)

[bookmark: _Toc530726588]2.3 Strategy
Business strategy refers to planning and making decisions for a company's goals, directions, tasks, and policies for a certain period of time, and finally implementing plans and success for the company. (Cokins,2009) Strategic management is the management of corporate strategy, which includes two parts: strategy formulation and strategy implementation. (Grundy,2001) Strategic management sets strategic goals and determines missions based on the external and internal environment of the company. In order to ensure the successful implementation of the strategy, it is necessary to rely on the internal capabilities of the enterprise to implement all the plans. Strategic management will ultimately analyse and control the development of the enterprise based on the strategic planning of the enterprise, and finally help the enterprise to successfully complete the corporate goals. (Stonehouse,2004)

[bookmark: _Toc530726589]2.4 Business level strategy
There are three types of company strategies, that include corporate-level strategy, business-level strategy and operation strategies. (O'Toole,2011)
Business-level strategy can help companies compete in a particular industry. Business level strategies include cost leadership, differentiation, focused low cost, focused differentiation and integrated low cost or differentiation strategy. Company use executives to determine whether their competitive advantage is based on price or differentiation, and whether their business scope is to target a broad or narrow market. (Lowson,2002)

[bookmark: _Toc530726590]2.5 Competitive advantage
Competitive advantage is a trait. When competitors gain this trait in some way, competitors have a competitive advantage. For example, cost advantage or differentiation advantage.
Cost advantage is reflected in the fact that companies will become low-cost manufacturers in the industry, and they will gain an advantage in product cost. Differentiation advantage is reflected in the company's unique image and status in the industry, which is accepted and loved by customers. For example, differentiated products, sales, services, and corporate image. (Porter,2004)

[bookmark: _Toc530726591]2.6 Porter’s generic strategies
Porter's general strategy gives companies a competitive advantage in terms of cost leadership, differentiation, and focus. The cost leadership strategy requires companies to offer products to customers at a lower cost than other companies, and it gains a competitive advantage in terms of price. Differentiation strategies require companies to provide customers with unique products and services. Let customers feel the uniqueness and superiority of the company. The focus strategy requires companies to provide products to a small number of customers. It requires companies to serve these customers better than other competitors. This report will analyse Adidas from differentiation strategy. (Porter.M,2004)


[bookmark: _Toc530726592]3.0 Main body
[bookmark: _Toc530726593]3.1 Differentiation strategy in adidas
Differentiation strategy means that the company provides customers with unique and unique products that are different from other competing companies. There are many aspects to achieving a differentiation strategy, such as branding, technology, customer service, marketing, and corporate image. (Cashian,2007)
When the customer thinks that the company's products and services are different from other companies, the excellent service and the unique products are more favored by the customers, the customers are willing to spend more money to purchase the products. Enterprises have thus gained competitiveness.
Enterprises using differentiated strategies can bring many advantages to the company, and there are also many disadvantages. For example, the problem of excessive cost, so when a company wants to continue to develop, it must always improve itself and continuously improve its competitiveness in the market.

After the establishment of Adidas, it was the hegemon of the sportswear market until 1989. But then, because of market positioning errors and product aging, young people think that Adidas' products are not as fashionable and advanced as Nike, so that Adidas has taken most of the market share by Nike and has entered a state of loss. In 1992, Adidas had a market share of only 3% in the United States. (Adidas,2018) In 1993, Adidas' new CEO, Robert Louis-Dreyfus, led the company's successful launch and presented a slogan of innovation. Many famous brands of Adidas were born during this time. 
[bookmark: _Hlk530544773]In the 21st century, Adidas continues to innovate, launch new products, develop its own unique brand, acquire competitor Reebok, and shoulder corporate social responsibility. The differentiation strategy helps Adidas regain its vitality and achieve success. In 2017, Adidas' turnover reached 21.2 billion euros. (Adidas,2018) From 2015, Adidas launched a new strategic business plan “Speed”, “City” and “Open Source”. “Speed” means that Adidas responds quickly to consumer demand, efficient customer service and fast logistics channels. “City” means that Adidas will increase its investment in six key areas to meet the needs of customers in different regions. The six cities are New York, Los Angeles, London, Paris, Shanghai and Tokyo. “Open source” means that Adidas will invite athletes or consumers to participate in the brand building. This will subvert the traditional business model of creating goods, allowing customers to participate in the design of their favorite products. It stimulates customer spending and enables Adidas to establish a closer relationship with its customers. (Marketingweek, 2016)


[bookmark: _Toc530726594]3.1.1 Brand image
Brand strategy refers to the company's business strategy of taking the brand as its core competitiveness and gaining more profits and value. Because technology and products are easily imitated by competitors, brands cannot be easily imitated. When a company establishes a brand, it can demonstrate corporate culture and create value. (Doyle, 2011) A unique and evocative brand image can help companies improve their differentiation strategies.
Adidas focuses on brand strategy. Adidas adopted the "Clover" trademark in 1972. This series is called adidas original, which is the classic sports series of Adidas. In 1996, Adidas established the adidas performance series to celebrate the birth of the modern Olympic Games. This series of products is more oriented to sports and life products, suitable for people's needs for leisure and sports in the new era. In 2006, Adidas and Japanese designer YohjiYamamoto established the adidas style series, and the product style of this series began to favor the fashion trend. (Adidas, 2018) These products, which followed the era, attracted many customers, and many people would think of the Adidas brand when it comes to clover. At the same time, Adidas conducts employee training to improve customer service. Adidas has also sponsored many major sports events, such as the Olympics and the World Cup, and sponsored many famous athletes to endorse the products. This has increased the visibility of the company, and the company has not yet created an intimate image in front of the society.
[image: C:\Users\asus\AppData\Roaming\Tencent\Users\523538440\QQ\WinTemp\RichOle\~Y$SRAT_$_U(VBYP0B%89ZT.png]


[bookmark: _Toc530726595]3.1.2 Corporate social responsibility
Corporate social responsibility means that enterprises must contribute to society, the environment, and consumers while making profits. Because with the progress of the times, enterprises also need to bear the corresponding social responsibilities. A company with social responsibility can enhance its corporate image, gain the trust and recognition of consumers and society, and increase market share. (Kotler, 2005)
In 2015, Adidas worked with marine company Parley to produce a number of shoes, the uppers of which were made of recycled plastic and marine nets. The cooperation between Adidas and Parley hopes to raise awareness of marine pollution and call on the public to raise awareness and protect the marine environment. (Highsnobiety, 2018)
Adidas also has its own donation policy. Adidas has established a foundation to help a variety of sports and hopes that people can have a healthy lifestyle. Donate to European refugees and help them find jobs. Adidas also conducts humanitarian assistance projects in many areas, such as Iraq, Armenia, Uganda and other areas. Support the International Child Relief Organization to provide psychosocial care and food for adolescents in Lebanon, Syria and other regions. (Adidas, 2018)
Adidas fulfills its corporate social responsibility and enhances its corporate image and obtains advertising effects through public welfare. This makes consumers more recognized and trusted Adidas, increasing market share.

[bookmark: _Toc530726596]3.1.3 Research and development
Research and development refer to the innovation of products for products. The company attracts more customers and gains more by improving previous products and creating new products. (Wessner,1999)
Adidas proposes a new strategy named “creating the new” in 2015. The main purpose of this strategy is to strengthen the brand's appeal and connection with consumers. Adidas encourages employees to innovate. There are events in the company that collect interesting ideas from employees about the product, and the winner will win the funding and realize the idea. Adidas has also established contacts with many athletes, partners and consumers. Adidas showed them new design ideas and products and invited them to participate in the design activities. Adidas has always been modest and transparent, and is loved and welcomed by customers. (Sohu,2017)

[bookmark: _Toc530726597]3.2 Advantages of Differentiation strategy
[bookmark: _Toc530726598]3.2.1 Brand loyalty
Brand loyalty refers to the consumer's preference for the brand from the heart. Consumers are biased towards a certain brand when making a purchase decision. (Hallberg,1995)
When Adidas successfully uses the differentiation strategy, it is easy to build brand loyalty. Adidas is an established sports shoe company. Nearly a hundred years of operation have made consumers feel emotional about Adidas. Adidas invested a lot of money to promote its brand through advertising and sponsorship, the most famous is its slogan "Impossible is nothing". At the time of word-of-mouth publicity, Adidas also focused on its customer service, product quality and logistics channels. Adidas brand quality, good service, good reputation, so that customer loyalty continues to improve.

[bookmark: _Toc530726599]3.2.2 Charge a premium
When Adidas successfully implemented its differentiation strategy to succeed in the market, customers would rely on and choose Adidas. Adidas will invest a lot of money in the development of innovation, which will increase the cost of Adidas. But the development of new products and new technologies makes it difficult for competitors to compete with Adidas. When people buy fashionable and trendy products, Adidas can increase the price of the products to get more benefits. (Baijiahao,2018)

[bookmark: _Toc530726600]3.3 Disadvantages of differentiation strategy
[bookmark: _Toc530726601]3.3.1 Higher costs
In order to ensure market competitiveness, Adidas must invest funds to develop products, product quality, advertising, logistics channels and customer service. Each of these aspects will increase the cost of the product, making the price of the Adidas product higher than the average competitor. Some customers will also consider the price factor when buying products, and will not blindly purchase high-priced products. High cost is an obvious shortcoming of the differentiation strategy. Adidas was protested by refusing to lower the price of the ALL BLACKS jersey. (Sina,2011)

[bookmark: _Toc530726602]3.3.2 Risk of imitation
Another risk of differentiation strategy is imitation. The openness of technical information in modern society makes it easy for competitors to imitate and copy the technology of Adidas. When a competitor creates a product similar to Adidas, Adidas products are not unique. At this time, Adidas lost the competitive advantage brought by the differentiation strategy. Adidas filed a lawsuit against Skechers at the court because Skechers copied the products of Adidas. (Hotnewhiphop,2016)







[bookmark: _Toc530726603]4.0 Conclusion
Adidas has gained a competitive advantage in the market with a differentiation strategy. Through some examples find the application of Adidas to the differentiation strategy. Adidas develops its own brand to create a brand uniqueness and increase customer loyalty. Adidas fulfil corporate social responsibility in society. The establishment of foundations and assistance to refugees and children has enhanced the image of Adidas companies. Finally, Adidas focuses on product innovation and quality, which enhances Adidas' core competitiveness. The differentiation strategy will also bring many benefits and disadvantages to Adidas. Adidas increases product competitiveness and brand loyalty through differentiation, and people are willing to spend money to buy Adidas products. However, the technology of these products is easy to be imitated and the cost is too high, which makes Adidas face some problems. In short, Adidas achieved success through a differentiated strategy.
























[bookmark: _Toc530726604]5.0 Recommendations
Adidas is a global enterprise, so it should also pay attention to the Middle East market and the African market. These markets also have potential.
Adidas' product costs are too high and need to find ways to reduce costs and increase profits.
Adidas should maintain its own innovative spirit. Only by ensuring that the product is always unique can customer loyalty be guaranteed.
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