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This report will discuss:
1. The identification of strategy which is Adidas.  
2. The analysis of relevant methods which impact strategy achievement of Adidas.   
3. The competitive strategy which is Adidas will be evaluated critically.  
4. The relevant recommendation will be provided to improve the future performance of Adidas.  
 
All resources of report comprise academic journals, books and website.  
 
Adidas use Differentiation Strategy for their development of firm.  
The main approaches of Adidas to apply their differentiation strategies are as follow:  
1. Brand perception 
2. Product differentiation  
3. Social responsibility  
  
The advantage of Adidas to apply their differentiation strategies are as follow:
1. Industry wide  
2. Increase market share  
3. Customer loyalty  
  
The disadvantage of Adidas to apply their differentiation strategies are as follow:
1. High cost  
2. Imitation   
  
Recommendations which is helpful for the future development of Adidas are as follow:
1. Continue applying differentiation strategy to cement their business in geographical places, such as China, Japan, India, through developing new unique products.    
2. Continue creating social responsibility value to expand good reputation.    
3. Adidas recruit more talented designers to make more unique products.   
 

[bookmark: _Toc530835154]2. INTRODUCTION  
This section includes the background and history of Adidas, the objective of this report, the conception of business level strategy, competitive advantage and Porter’s Generic Strategy.    
  
[bookmark: _Toc530835155]2.1 The background of Adidas  
Adidas is that ‘A multinational corporation specializing in sports goods that, founded as a small shoe company in Germany in 1920, became ‘Gebrüder Dassler, Sportschufabrik, Herzogenaurach’ in 1924, and, when the Dassler brothers who ran that company split, the separate company ‘Adidas’ in 1948.’ (Tomlinson, 2010 p.8). ‘Adidas has been a pioneer in sport branding and in product development, from the innovative running-shoe spikes and studded football boots developed by the Dassler brothers after World War I, to sports clothing’(Tomlinson, 2010 p.8). In 1985, 1994 and 2002, Adidas launched explosive shoe line, Aps, Predator football shoes and A3 series running shoes. In 2002, Adidas successfully entered the world's top 100 enterprises for sustainable development (Youblisher.com, 2018).  
  
[bookmark: _Toc530835156]2.2 The objectives of this report  
The report includes:
1. The identification of strategy which is Adidas.  
2. The analysis of relevant methods which impact strategy achievement of Adidas.   
3. The competitive strategy which is Adidas will be evaluated critically.  
4. The relevant recommendations which can improve the future performance of Adidas.  
  
[bookmark: _Toc530835157]2.3 The definition of Strategy  
According to Porter (1996), strategy is a reactivity fast when a firm face strong competitive and market changes, which include long-term strategy and short-term strategy. Strategy is a unique method to study strategic management, strategic decision-making, strategic formulation and strategic work (Golsorkhi & Rouleau & Seidl & Vaara, 2010).  
  
[bookmark: _Toc530835158]2.4 Business Level Strategy   
Business level strategy focuses on the improvement of the competitive position which is for company’s products or services within market segment that the company or specific industry or business unit serves (West, Ford and Ibrahim, 2006). Another concept can be accepted that business level strategy is defined as how an operating unit can be completive within the whole firm in special markets (Bowman and Asch, 1987). It also can be defined that business level strategy is the process for individual firm to make lone-term significant decisions in competitive business atmosphere (Hill and Jones, 1995).  
  
Based on these definitions, the conclusion of Business Level Strategy is concerned with individual firm use a wide range of approaches to obtain competitive advantage in particular market.   
  
[bookmark: _Toc530835159]2.5 Competitive Advantage  
According to Porter (1985), competitive advantage is that there is higher profitability for individual firm and the performance of this firm exceed other competitors. Another accepted explanation of competitive advantage is about how a company factually puts the generic strategies into practice (Porter, 2008). It also can be concerned with the perceived differences and real cost advantages can show the competitive advantage, and competitive advantage also dependent upon strategic position (Thompson and Martin, 2010).  
  
According to these definitions, competitive advantage includes cost leadership, differentiation and focus, which can be put to use in individual firm (Lowson, 2002).  
  
[bookmark: _Toc530835160]2.6 Porter’s Generic Strategies  
According to Lynch (2012), generic strategies include cost leadership, differentiation and focus, which open to any business. Another conception is high returns can be achieved if the costs of individual is lower than competitors, or their products can differentiate effectively.(Haberberg and Rieple, 2008). Porter (2008) proposes that cost leadership refer to firm build up low-cost in its industry. Differentiation is concerned with firm create unique products or services in its industry. The focus includes cost focus and differentiation focus.   
  
Porter (2008) point that cost leadership is a firm built through the low-cost producer in its industry, which is the clearest of three generic strategies. Differentiation is ‘a firm seeks to be unique in its industry along some dimensions that are widely valued by buyers’ (p.14). Differentiation is based on product itself, marketing approach, delivery system by selling and other factors. If a firm can achieve and sustain differentiation strategy, the firm will be above-average performers in its industry. In terms of focus, cost focus quest cost advantage in its target segment, differentiation focus quest differentiation in its target segment (Porter, 2008).   
  
  
  
 
 
 
 
 
[bookmark: _Toc530835161]3. MAIN BODY  
Adidas apply differentiation strategy, which situate Adidas into a positive competitive place. This section comprises implementation of differentiation strategy and the advantages and disadvantages of differentiation.   
 
[bookmark: _Toc530835162]3.1 IMPLEMENTATION OF THE STRATEGY   
This section discusses implementation of the strategy, which includes the definition of differentiation, brand perception, product differentiation and social responsibility.   
  
[bookmark: _Toc530835163]3.1.1 Differentiation Strategy  
According to Porter (2008, p.119) ‘A firm differentiates itself from its competitors if it can be unique at something that is valuable to buyers’. Boehe and Barin Cruz (2010) point that differentiation strategy is important for a firm, which can increase barriers to entry, prevent imitation, and improve customer loyalty. Another accepted conception is that differentiation is the opposite of cost leadership, a firm can strengthen their technology, innovation to achieve differentiation strategy, which also can help them to obtain higher customer services (Boehe & Cruz, 2010). Therefore, the firm should recruit more professional and talent to design products. unique characteristics make the increase of extra value, which means the price would rise. This can bring more profits for the firm.  
  
[bookmark: _Toc530835164]3.1.2 Brand perception   
Brand is an important factor in marketing which can be used to create competitive differentiation (Japutra & Molinillo, 2017). Brand is that ‘A combination of attributes that gives a company, organization product, service concept, or even an individual, a distinctive identity and value relative to its competitors, its advocates, its stakeholders, and its customers’ (Doyle, 2011, p.22).   
  
The brand perceived is one of the most necessary factors for company to develop and grow (Chailan, 2010). According to Danneels and Kleinschmidt (2001), consumer perceived innovativeness might develop sustainable competitive advantage for firms. In terms of many firm, create and sustain a strong brand portfolio balance is a brand portfolio objective, such as synergy, clarity, leveraging and building generally strong brands (Aaker, 2004).   
  
Adidas is one of the largest manufacturers of athletic footwear, apparel and accessories in the world. Adidas guarantees and develop their market position through building its strong brand perceptions (Adidas, 2018). Adidas improves its brand uniqueness perceives through develop products which is customers’ requirement. For example, before the development of new products, the innovation team of Adidas will gather a wide range of information, include the feedbacks and complaints from consumers, competition analysis and own product testing. According to this information, Adidas make an analysis to find customers’ requirements, and thereby Adidas will develop the products which can satisfy the customers’ needs (Sichtmann, Davvetas & Diamantopoulos, 2018).   
  
[bookmark: _Toc530835165]3.1.3 Product Differentiation   
Product differentiation refers to individuals firm create the unique products or services, which can make itself different with other competitors and can stand out from fierce competition (Randall, 2001). The firm provide unique products or services can make the value of products or services go up. In addition, Adidas also make long-term cooperation with third parties. Cooperate with other parties means that Adidas can gain the latest unique technologies faster (Adidas, 2017).   
  
For example, Adidas designs Bounce tube shoe with a shoe sole designed for constant speed running, which can guarantee stability when the runner accelerates (James and Konstantin, 2011). This sort of sport shoe is much safer. Another example, Adidas design energy return footwear. Adidas assesses oxygen consumption (VO2), heart rate, respiratory exchange ratio, shoe comfort and rating of perceived exertion through twelve male runners completed 6-min steady-state runs in conventional and energy return footwear. The result shows that ten male think energy return footwear is more comfortable than conventional running footwear (Zorthian, 2017). As for Adidas, it can keep the technological leadership in competitive environment. The various innovations are also helpful to add the extra value of its products and thereby Adidas can charge and maintain a higher premium price than its rivals (Dearey, 2009).   
  
[bookmark: _Toc530835166]3.1.4 Corporate social responsibility   
According to Zenisek (1979, p.361) ‘demands and expectations which people place on a firm regarding its production of goods and services of both a physical and social nature’. Adidas has devoted a significant amount of energy into their business. According to Frenkel and Duncan (2002), Adidas owned 15% world sale and the number of employs reached 13,300 persons, who ranks second in international footwear league. Adidas join in Fair Labour Association, the Apparel Industry Partnership, composed of corporate, union, and religious organizations are also encouraged to join in here. Marsh (2009) pointed that ‘Professor Yunus is solely tackling social issues through entrepreneurial actions, not maximizing profit.’ Adidas develop a project which aim to aid Poor in Bangladesh, they provide productions and distributions units to make an affordable price for the poor (Marsh, 2009).   
  
In terms of Adidas, they contributions on devoting itself into social responsibility, which make them achieve a good reputation in the sportwear brands. The high customers’ reliability and loyalty can be obtained by a good reputation. Adidas, thereby, could gain more markets share and profits.   
  
[bookmark: _Toc530835167]3.2 ADVANTAGES OF THE STRATEGY  
This section will discuss the advantages of differentiation strategy for Adidas, which includes industry wide, increase market share and customer loyalty.   
  
[bookmark: _Toc530835168]3.2.1 Industry wide  
Adidas sells their products around the world, which include Europe, the Americas, Middle East and Africa, and Asia-Pacific (Adidas AG, 2018). Besides, it also comprises the whole age people, such as children, teenagers and old people (Report.adidas-group.com, 2018). According to Adidas annual report (2017), they own more than 2,500 own-retail stores, 13,000 mono-branded franchise stores and approximately 150,000 wholesale doors.  In addition, Adidas also provides products for specific situation and customers, such as athletes. For example: Adidas supply the special sports products in 2012 London Olympics Games. Adidas is the only sponsor in this game. And it enlists a world-renowned British fashion designer to create the Team GB kit (Anonymous, 2012).   
  
Overall, industry wide means Adidas owns a large group Adidas’s customers who follow Adidas’ products, which describe that there are huge market share in its industry.   
  
[bookmark: _Toc530835169]3.2.2 Increase market share  
Increase market share is the key of the increase of profitability (Buzzell & Gale & Sultan, 1975). Adidas operate their business in eight regions (Western Europe, North America, Greater China, Russia/CIs, Latin America, Japan, the middle East and Asia/Pacific) (Adidas AG, 2018). Adidas built new agency in Amsterdam and develop their business in here, as well (Bidlake, 1998). According to Klara (2018), there is an AG plan from Adidas, which is to introduce cutting-edge product to attract customer who are fans of sports. Adidas is opening the new gate of cutting-edge products.  
  
In a word, the development of new products and the expanding of market share mean Adidas’s products sales will increase. Therefore, there are more profits which can be created for Adidas.   
  
[bookmark: _Toc530835170]3.2.3 Customer loyalty  
According to Doyle (2011, p.49), ‘The ability to retain customers and to keep them buying what is on offer over a longer period of time than competitors’. Another accepted conception is a firm own one of the best invisible assets is customer loyalty, which is a source of competitive advantage (Cossío-Silva, 2016).   
  
Adidas develop products which is with high quality and unique attributes. The peculiar products can attract customer fast. When customer wear Adidas’s products, they can enjoy comfortable clothing. In addition, customers usually can imagine their story, which is relationship with their social responsibility. Because Adidas take part in helping the poor (Marsh, 2009). When customers wear, they always feel Love and Help.   
  
In summary, Adidas can sustain keep their sales and develop their industry through improving customer loyalty. If customers provide long-term loyalty and loyal products to loyal customers, the increase of price will be tolerant by them. Loyal customers also can create good reputation for firm, which means more potential customers will be attracted by loyal customers’ recommendations. Adidas, therefore, can obtain more profits through customer loyalty.  
  
[bookmark: _Toc530835171]3.3 DISADVANTAGES OF THE STRATEGY  
This section will discuss the disadvantages of differentiation strategy for Adidas, which includes high cost and imitation.  
  
[bookmark: _Toc530835172]3.3.1 High cost  
Products with high costs can generate high returns, but there are high risks (Cooper & Kaplan, 1988). High cost is a serious risk for Adidas. The high costs of Adidas are from its high-quality materials, the technology research and develop and other sales costs. According to Todé (2009), products developers find that the increase of cost-prohibitive to produce, because of rising the price of raw materials.   
  
As a result, in terms of Adidas, if the products which is with all these large costs cannot be accepted by customers, Adidas will be forced to absorb these huge losses. And then the profits of these new products will decrease.   
  
[bookmark: _Toc530835173]3.3.2 Imitation   
According to Chandler and Munday (2011, p. 276) ‘Copying behaviour, more specifically, the imitation by an individual of some aspect of the behaviour of another person’. There is a threat for Adidas. Other competitors may imitate product differentiation of differentiation strategy, which is most likely to be imitated. If rivals can supply more creative products with high quality, Adidas will face danger to lose their competitive advantage. Adidas should keep the technology of the product secret, once the product is ready to avoid leaking out, launch new products immediately.   
  
If rivals make imitation, the sales of Adidas will be reduced. Then, there will be a decrease of profits for Adidas. Therefore, Adidas must take measure to avoid losing competitive advantage.   
  
[bookmark: _Toc530835174]4. CONCLUSION  
Adidas achieve advantage competitive through applying differentiation strategy. Adidas create a wide range of unique products and the value of social responsibility to guarantee and develop their profits with prime price, sustainably.   
  
The achievement of Adidas in differentiation strategy: 
1. Adidas improve brand perception through researching customers’ requirement, cooperate with three parties, and create strong product portfolio.   
2. Adidas design unique products and services with extra value to obtain more potential customers and keep the loyalty of existed customers and thereby expanding market shares.  
3. Adidas creates social responsibility value to improve prime price and thereby obtain the increase of company’s economy.  
  
The advantages of Adidas obtained through applying differentiation: 
1. Industry wide: it is helpful for Adidas to expand its market shares, there is 9.7 percent increase in first quarter 2018 than previous quarter.   
2. Rising market share: it can help Adidas to obtain more profits, which is important absolutely for Adidas to develop their business (Adidas, 2018).   
3. Customer loyalty: it can help Adidas improve their reputation, guarantee share market share, attract more potential customers and increase profits.   
  
The disadvantages of Adidas in using differentiation strategy:
1. High cost, which would decrease the profits of Adidas.  
2. Imitation, which would lead to losing competitive advantage, the decrease of sales and the reduction of profits.   
  
[bookmark: _Toc530835175]4.1 RECOMMENDATIONS  
1. Continue applying differentiation strategy in order to cement their business in geographical places, such as China, Japan, India, through developing new unique products.   
2. Continue creating social responsibility value to expand good reputation.    
3. Adidas recruit more talented designers to make more unique products.   
Words: 2499
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