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[bookmark: _Toc28356][bookmark: _Toc6053]1.0 Executive Summary
Purpose of report:
1.Identify the business areas involved in Adidas and illustrate the strategic direction that Adidas has taken in its current position to achieve its competitive advantage and objectives
2.Critically evaluate Adidas' competitive strategy in the development of competitive advantage, identify and explain the advantages and limitations of the competitive strategy in the current environment.
3.Provide some appropriate advice for the future development of Adidas

Websites, academic books and journals will be applied to this report,which is based on Potter's general strategy and analyzes the differentiation strategy adopted by Adidas.

The strategy of differentiation is reflected in the following aspects:
1. Brand identification and Patent advantage
2. Product and service differentiation
3. Corporate social responsibility and sustainability
4. Development of new products


The product advantages to Adidas through the differentiation strategy include the following：
1. Establish the customer's preference for the brand.
2. Establish a good corporate image and reduce costs.
3. Satisfy the needs of customers and put the company in a leading position.


Limitations of Adidas differentiation strategy:
1. Product design is easy to be plagiarized by other companies.
2. Entering new markets will face different kinds of risks.
3. The cost of developing new products will increase.


Recommendation：
1. Continue to adopt differentiation Strategy to improve Enterprise profit

2. Protection of corporate rights through legal means

3. Do more market research to reduce risks
4. Ways of Corporate Social Responsibility to Improve Customer Satisfaction
5. Increase the production line of commodities























[bookmark: _Toc27753][bookmark: _Toc21388]2.0 Introduction
[bookmark: _Toc22031][bookmark: _Toc8023]2.1 Report Remit
Identify and analyze the competitive strategy of Adidas,and give examples to illustrate how Adidas uses this strategy to achieve the company's goals. and gives some suggestions on Adidas' future development direction.
[bookmark: _Toc8550][bookmark: _Toc7887]2.2 Corporate background
Adidas is a sports brand company established in Germany in 1949.The products sold by the company includes shoes, apparels and hardware. Adidas has 2500 retail stores, product sales through Adidas and Reebok brands. Besides,Adidas is distributed in Europe, America, the Middle East and Africa, as well as the Asia Pacific region.
In 2017, Adidas' annual revenue increased by 14.8% compared with 2016, reaching 21.218 billion euros, while its turnover profit increased by 0.9%, but its net profit fell from 5.5% to 5.2%.
As of 2018, Adidas had produced 403 million pair of shoes,404 million units of apparels and 110 million units of hardware products, The total income reached 58.6%,36.5%,4.9% respectively.（From:www.adidas-group.com/en/)

[bookmark: _Toc5074][bookmark: _Toc22128]2.3 Definition of main concepts
[bookmark: _Toc26100][bookmark: _Toc787]2.31 Concepts of strategy
Strategy is a means for people in a changing environment to achieve the long-term direction and scope of the organization (Johnson et al 2011). The development of Adidas enterprises should first make market survey, set enterprise goals.Then,
formulate enterprise strategy by recognizing the strategic position of the organization. Finally, mobilizing enterprise resources and perfecting enterprise strategy to gain competitive advantage.



[bookmark: _Toc10004][bookmark: _Toc31162]2.32 Concepts of business level strategy
[image: IMG_256]


(From:www.gaebler.com/three-levels-of-strategy.htm)
The organization has three levels of strategy.Corporate-Level Strategy,Business-Level Strategy and Functional-Level Strategy. (Dess,1981)
Corporate-Level Strategy is the strategy that enterprises occupy the highest position in strategic decision-making, including the allocation of resources, merge and acquire other companies to achieve the best performance of enterprises.(Hofer and Schendel)
Functional-Level Strategy refers the strategy of guiding the functional activities formulated by the various functional departments of the company. These strategies are usually tactical.(From: www.marketing91.com/levels-of-strategy/)
Business-Level Strategy refers to the process of utilizing competitive advantage, guide and manage the planned actions of specific business.It's a comprehensive plan.(Karami 2007)
In this report, determine Adidas’ Business-Level Strategy to find a competitive advantage, and then achieve the company's objectives and improve performance.


[bookmark: _Toc21951][bookmark: _Toc1745]2.33 Concepts of competitive advantage
Competitive advantage is the advantage that the organization seeks to be more profitable than its competitors and Business competitive advantage includes overall cost leadership,differentiation and focus(Porter,1947),the position of the enterprise in the market can be reflected by the competitive advantage of the enterprise.
[bookmark: _Toc28773][bookmark: _Toc4482]2.34 Porter’s Generic Strategy
The three competitive advantages mentioned just now were put forward by Porter(1980).
Overall cost leadership is company reduce the cost of the products it sell to a minimum, it generally means raising the level of productivity and making use of economies of scale to increase the scale of production by a large margin. The benefit of this is that the company can enjoy the maximum profits. Customers are more receptive to the company's products while increasing the company's market share.
Differentiation is mainly through different products and services to obtain a larger market, usually reflecting the high production costs and the particularity of their own products, regardless of who the customer or competitors have any advantages, we only need to have our own characteristics,we will always have a group of customers like our products, so that customers feel that our products are better than other products with small differences.
Differentiation focus refers to finding customers with special needs after market segmentation. Then, providing them with special services to develop a larger market. In general, company produce products through professional technology for marketing.
Adidas company can choose one of these strategies to improve performance and competitive advantage in the future.
(http://www.quickmba.com/strategy/generic.shtml)
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(www.ifm.eng.cam.ac.uk/research/dstools/porters-generic-competitive-strategies)

[bookmark: _Toc2160][bookmark: _Toc31234]3.0 Main body 
Overall cost leadership strategy need to improve productivity and economies of scale, However, Adidas and Reebok brands has got only 2 brands product line.It is difficult for Adidas company to improve productivity in a short period of time.
Differentiation focus strategy need Adidas company produce products for a small number of customers with special needs. but the current speed of product change is very fast whilst use this strategy may also lead to a decline in current product sales and reducing current cost advantages. So in Adidas' strategic choice, differentiation strategy is undoubtedly the dominant strategy.
Though the current brand effect to expanding product differentiation and attract potential customers. Then, Adidas company uses different products and services from other companies and further enhance existing customers' loyalty to the brand. Final, to raise the visibility of the product and bring competitive advantage and more sales volumes to the company.
[bookmark: _Toc2940][bookmark: _Toc13449]3.1 Implementation of differentiation strategy 
[bookmark: _Toc3844][bookmark: _Toc2060]3.11 Excellent product quality differentiation
Through the analysis of the following examples, it is proved that Adidas has adopted the product differentiation strategy on a large scale.In terms of products, each series of products has its own unique characteristics and competitive advantages. Adidas launched all series of products have excellent product quality.

1. Adidas originals series
This series is an Adidas sports series, unlike other companies, this series of shoes is the earliest retro classic series of shoes (1965).It is also the first double leather tennis shoes. It is a symbol of fashion, taste and culture, displaying unique visual impact and clothing enjoyment.（From : www.s.cn/brand-12220-news.html)

2. Stella McCartney series
This series of products is designed by Adidas in partnership with British designer Stella McCatney, unlike other companies' shoes, which use highly skilled materials (organic cotton and recycled yarn) .The bottom of the shoe is made of rubber, comfortable,light and can increase the speed of running. (From:www.adidas.com/us/adidas_by_stella_mccartney)


3. Adidas neo series
Adidas neo is a sports casual shoe that is popular among young people.
It is one of the latest fashioned shoes and very popular, unlike other products, this shoe uses a high shoes-pad technology, especially in winter,it will make the feet more warm and very comfortable.(From https://louqun.com/miaosha17159621/)

These examples illustrate that through production differentiation strategy, Adidas products have their own characteristics and advantages in the market.
[bookmark: _Toc28910]
[bookmark: _Toc2454]3.12 Corporate Social Responsibility 
Corporate social Responsibility is encourage companies to become more aware of the impact of their business on other parts of society, including their own stakeholders and the environment.(source: Financial times).
It's not very common for companies to realize differentiate through social responsibility, but Adidas uses this type of approach.Adidas company through corporate social responsibility has established a unique marketing approach by recycling products and selling , and has also won high praise from the vast number of customers.
Brazil's Adidas Company has put forward a recycling plan in 2012, which is also the first footwear product to be sold through corporate social responsibility. Consumers can recycle any other brand's shoes at a designated location inside Adidas.
and then you get a discount when you buy Adidas products.
(From :https://www.adidas.com/us/brazil_national_team)
1. Adidas promoting zero-pollution production and optimizing Green supply chain, significant increase in the use of sustainable materials in 2015,and the goal of Zero chemical emissions by 2020.Beside,Adidas began to reduce energy consumption in 2015, and began to shift to clean energy and seek energy collection opportunities. (From:http://finance.ifeng.com/a/20140225/11735046_0.shtml)
2. From employees to consumers ,Adidas company ensures that they understand and use their rights, while working to engage people from all over the world actively in sports. Promoting Adidas's product innovation and increasing customer loyalty to products.
Through the way of corporate social responsibility, customers understand the other side of Adidas brand, and also gain the praise of the vast number of customers in the society, improve the popularity of products and gain new customers, which is the embodiment of the success of differentiation.  
[bookmark: _Toc3604][bookmark: _Toc16571]3.13 Research and Development
Over the years, Adidas has also insisted on the use of market research and product technology development to achieve differentiation strategy, which has kept the company in a leading position. Through research and development, the company has a very good development direction.

1. Adidas has been developing and researching sports technology, investing a lot of money every year in designing new styles and developing high-tech materials, and in 1920, Adolf Adi Dassler（1900-1978), as the founder of Adidas brand, he was an amateur in football when he was young, he made his first pair of sneakers in his mother's shop, started a factory for football shoes and developed different types of shoes .In his development and research, continuous development of new technologies, new products and new technologies.His spirit encourages every successor to break through and innovate. Now Adidas has become the representative of sports science and technology whilst has developed into the whole world.  ( https://webdesignledger.com/history-adidas-logo/) 

2.In research aspect, Adidas has been focused on athletes' needs. Investigators are not just sitting in the office, but around the world, and research and development teams are absorbing new market trends. Develop the most suitable products for the market whilst the product is different from other companies, and have Adidas's own style. Investigation and analysis: what makes Adidas popular with customers? Which textiles are summer running shirts and which are used for winter?
(From:http://daxueconsulting.com/market-research-on-adidas-in-china/)

3.In product development aspect, Adidas future team is constantly reforming and working with other companies to produce the most creative product in the sports industry-Boost shoes, This shoes make people change their views on the cushioning of sports shoes. and in 2017,Annual sales of BOOST shoes outstripped Nike's Air Jordan series. (From:www.adidas.com/us/solarboost-shoes/CQ3168.html)


[bookmark: _Toc17329][bookmark: _Toc26916]3.2 Advantage and Limitations of the strategy
[bookmark: _Toc28300][bookmark: _Toc3809]3.21 Advantages 
[bookmark: _Toc3061]3.211 Enhancing the Visibility of Enterprises
Through Market Research and product technology updating and development, Adidas has developed different kinds of new products to meet customer needs through differentiation strategy, such as boost shoes, so that people can remember the unique product characteristics of Adidas.When customers choose products, they will compare with other companies' industries and Adidas companies. Customers will find that Adidas products have better materials and designs, which will bring brand advantages to Adidas, thus attracting more customers to buy Adidas products.

[bookmark: _Toc28219]3.212 Customer trust 
Adidas builds a good corporate image through corporate social responsibility whilst also reduce the company's costs through this way, such as reducing unnecessary lighting during the day. Adidas not only focus on improves the environment by using recyclable materials and reducing the use of chemical materials,but also get the customer's trust, invisibly improve the competitive advantage of enterprises in the market
(https://depaul.digication.com/Moe-corporate_social_responsibility-Aug-2014/Adidas)


[bookmark: _Toc19857][bookmark: _Toc6806]3.22 Limitations
[bookmark: _Toc21485]3.221 Product design was plagiarized
The biggest drawback of product differentiation is that product design is easily plagiarized by other companies. When the company's products enter the market through differentiation strategy to obtain good profits, other companies will follow Adidas' product design and launch similar products, resulting in Adidas facing new sales risks. For example, after Adidas entered the market, the products received a lot of praise, but other companies began to imitate and plagiarize Adidas to promote similar products. The most typical example is "Adivon". After entering the Chinese market, "Adivon" uses the brand influence of Adidas to imitate Adidas. “Adivon” launched similar products, which have a great impact on Adidas product sales.
(From:http://adiwang.co.sonhoo.com/company_web/index-255249.html)


[bookmark: _Toc1247]3.222 High cost and risk
Differentiation strategies tend to be more risky and costly than other strategies,it is very difficult for a new product to enter the public's field of view, which means that the company's sales will face risks, because any new products entering the market need a difficult process.Some products have been successful, but some have failed. For example, Adidas a few years ago. A smart bracelet was launched whilst bought a Norway’s motion detection software and device in 2015, but sales were eventually halted because such products were not well marketed. At the same time, the company announced that it would no longer develop similar hardware products.
(From: www.huahuo.com/bracelet/201511/6613.html)
In addition, the use of new technologies and materials will be involved in the development of new products, resulting in increased costs. For example, when Adidas launched booster shoes, anti-vibration technology was used, and the cost of materials is several times that of other Adidas products.
(From:https://www.adidas.com/us/ultraboost-shoes/BB6168.html)









[bookmark: _Toc17336]

[bookmark: _Toc21141]4.0 Conclusion 
[bookmark: _GoBack]The report analyses the market position of Adidas company and Adidas gained product market by using differentiation strategy. It also illustrates advantages and limitations of the differentiation strategy.
1. Through Adidas's product differentiation strategy, Adidas's position in the market has been determined.
2. Adidas company reduces environmental pollution through corporate social responsibility, increases the company's of resources utilization rate, and also earns people's respect.
3. Adidas company has made products designed to satisfy customers by researching people's preferences and market demands. Enterprises are also developing and expanding into the world.
4. Through the use of Adidas' differentiation strategies got customer loyalty to the brand. , and through corporate social responsibility and sustainability, enterprises also reduce costs, so that Adidas has been at the forefront of the market.
5. [bookmark: _Toc17610]Apart from its advantages, differentiation strategy also has limitations. Product design is plagiarized, product sales are risky, and product costs are high.





[bookmark: _Toc8578]5.0 Recommendation
1. Adidas Companies continue to use differentiation strategy to gain competitive advantage. Because the cost of product differentiation strategy is too high,so the shortcomings can be solved by raising prices.

2. When Adidas Company's differentiated product design is plagiarized or its product rights and interests are infringed (Adivon), Adidas can seek legal means to safeguard the legitimate rights and interests of the company.

3. Adidas company may face some risks after entering the market through product differentiation. I think Adidas company should do more market research to reduce the risk of products entering the market before the company entering the market.

4. Adidas company continue to use corporate social responsibility to ensure customer satisfaction, establish reliable links between customers and shareholders, and find new partners.

5.Adidas company can increase some production lines and expand the scale of enterprises.
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