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1 .0  Executive summary
This report will analyze the Differentiation Strategy of Adidas that they used to develop their current competitive position and actions they have taken to achieve this strategy. 

This report will critically evaluate the differentiation Strategy of Adidas due to development of their competitive position combine Porter's generic strategy model.

For competition between Adidas and Nike, Adidas adopted a differentiation competitive strategy, but it still has a lower market share than Nike. Therefore, the research focus of this paper will be:

1. How to improve the market share of Adidas products?
2. How to adjust the “Differentiation Strategy” in time to improve the company's market competitiveness?

From the perspective of consumers, most consumers want to be able to buy goods of their favorites brands at a reasonable price. But Adidas overpriced its products far beyond consumers' budgets，This leads directly to：

1. The reduction of product sales has reduced the market share of products and less profit
2. The high product pricing is not conducive to the effective implementation of the company's differentiation strategy

Recommendations
1. The Adidas company should guarantee the implementation of differentiation strategy by expanding the price gap between different series

2. Adidas should lower the selling price of their products and attract potential consumers with more discount and preferential activities

3. Adidas should pay attention to the competitor's market strategy and adjust its strategy flexibly according to the change of market demand







2 . 0 Introduction
     2.1 Report Remit
      This report will evaluate Adidas' competitive development strategy, analyze the problems that the company may have in the development process, and combine the business analysis model to give feasible suggestions and solutions.
     2.2 Background
      Adidas is a integrated sports company which is involved in the design, development and manufacture of a broad range of athletic and sports lifestyle products. The company’s product mix include footwear, apparels and hardware such as shoes, bags and balls. It has a great deal of ways to sell their products such as retail stores, franchisees, department stores and online retailers. The company operates across Europe, the Americas, Middle East and Africa, and Asia-Pacific.  August 2005, Adidas bought Reebok for $3.8 billion.（Adidas.com,2019）
     2.3  Definitions Major Concepts
 A strategy is made up of an integrated set of choices about where and how to compete，its goal is to improve its advantage over the competition. （BennoNigg.2009 ）.
      
     2.3.1 Business Level Strategy
Business-level strategy focuses : 
1.How to attain and satisfy customers, offer goods and services that meet their needs
2.Increase operating profits. 

Business-level strategy focuses : 
1. Different products positioning for different market
2.Staying up to date on market trends and technology changes. （Locke, 2007) 

     2.3.2 Competitive Advantage
Competitive advantages are conditions that allow a company or country to produce a good or service of equal value at a lower price or in a more desirable fashion. Competitive advantages are attributed to a variety of factors including cost structure, branding, the quality of product offerings, the distribution network, intellectual property and customer service. (Wehrli,2011)



    2.3.3 Porter's Generic Strategies
Strengths of a company lies in its cost advantage and positioning. The primary aim of a company is to attract the industry in which it operates and secondary purpose of the company is to position itself with in that industry.   ( Porter,1980)

[image: http://www.studylecturenotes.com/sites/default/files/field/image/Porter-Generic-Strategies.png]             Figure-1-Porter's generic strategies matrix diagram

It has a rapid increase for the sporting goods in recent years, so the production of sporting goods enterprises need to strictly control production costs，A small change in unit cost can cause a significant change in total cost. Similarly, growth of products sales and the company's sustainable profitability depend largely on the choice of strategy. For Compared with other enterprises in the same industry，Adidas has absolute market opportunities. Through the product “Differentiation Strategy”, Adidas provides consumers with a rich choice of products：Products of different prices, functions and styles can largely meet the diversified demands of customers.


   2.3.4 Competitive Advantage For Differentiation Strategy
 Adidas has entered a mature development stage with a relatively stable business environment. Solid brand foundation, excellent product research and development ability, efficient market operation ability all provided the guarantee for the company's development.
Implementation of product “Differentiation Strategy”，on the one hand, it can continuously improve the brand loyalty of existing customers and conduct market penetration. On the other hand, “Differentiation Strategy” can also stimulating the potential purchase demand of the potential customers to increase the market share of the brand.（Littler,D.2015）

 2.3.5 Competitive Disadvantage For Differentiation Strategy:
1.Uniqueness - Unusual products always have high prices
For Adidas “Performance” series, Adidas has prioritized invested a large number of technology ,energy and money to it，and this series has the earliest formation time, with the highest product popularity and the strongest market competitiveness. It also has the highest R&D costs and sales prices of any product ，and Adidas always invites super stars from all over the world to endorse this series.
2.Imitation Brand - Low cost Low price and High sales.China brand “Adivon”，This company good at copy Adidas's best selling product of every quarter and exporting in large quantities, Its product line is always in line with Adidas. At same time , It promotes its products as Adidas's brother brand, and used Adidas brand influence to improve their product sales.
3 .Loss Of Value - The Competitors used higher discounts and low price for same series. For same series，Nike ZOOM and Free series, Puma  suede and R698 series, New Balance 5 and 9 series will have more discounts and low price . Adidas' high prices can lead to a loss of existing customers and they will purchase of other brands. Because the value of the product is not recognized by consumers ，as a result，the product decline in sales.

3.0 Main Body
Adidas provides high quality goods to the customers through differentiation Strategy. This is done through high quality, features, better customer service, rapid product innovation, advanced technological, efficient management, etc.

3.1 Implementation of the strategy
    3.1.1  Product Of Differentiation
 According to the “Differentiation Strategy”：Adidas has designed different  logo for each of their brands，and in the form of independent brands are displayed in different areas for online or offline. Different series of products represent different functions and styles，and also provides a rich selection space for consumers with different demands.
1.The "Performance" marked by three horizontal lines. This series focuses on R&D investment and product upgrading，Because the sales volume and market feedback of the series determine the next step of Adidas competitive strategy .Similarly, this series also represents Adidas's core technology and the strongest competitiveness.（Adidas.com，2019）
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                Figure-2-"Performance"
2.“Originals” marked by clover. It was formed after the "Performance" series. The feature of this series is to select only the most sold and best rated products of all products. According to the different market demand, reissue the fabric and style after modification and adjustment. The enterprise should continue to maintain the existing production scale and marketing mode, not longer add new business or input capital to it. The focus is to obtain a large amount of capital from the existing conditions. （Adidas.com，2019）
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                     Figure-2-“Originals”

3. Simple and Nice "NEO". This series is positioned at the middle and low end of the market. Mainly with novel avant-garde design, youthful vitality style, colorful colors and preferential prices to attract consumers.
Adidas should  priority sell the loss-making business before，and developing the profitable business. In the same time, use the influence of the other two brands to promote the development of this series .
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                 Figure-2-“Originals”
Product quality and innovation is a great importance thing in Adidas. It achieves product differentiation according to design and develop different series goods by product innovation. The life cycle of the product is constantly updated and the sustainable profit of the enterprise is realized according to the product portfolio strategy,.

3.2 Merger and Acquisition-- Synergistic Advantage:
The acquisition of Reebok was announced by Adidas on August 3, 2005, in order to change the situation of three-party competition in the sports commodity market，and challenge Nike's dominant position in the industry.(Adidas.com,2019)
Market Differentiation: The acquisition allows the company's business to enter all major sports in the world. After the merger, their respective advantages can complement each other and become synergistic advantages. Reebok has an outsize presence in the America NFL and NBA, while Adidas has the advantage of sponsoring World Cup, the Olympics and European Champion Cup for years.（Hung,2002）
Production Differentiation: The acquisition can reduce the cost of production and sales of unit products. After the acquisition, Adidas can integrate Reebok's equipment capital according to its existing equipment capital, further realize the economies of scale in the production field and rapidly expand its market share.(Wooldridge,1998)
Product Differentiation： Adidas and Reebok products have their own characteristics, and the product market is not exactly the same. With the combination of the two international groups, the two sides can also learn from each other's core technologies and products with competitive advantages to enhance the synergy between operation and sales. (Curtis，2000)
Competition Differentiation：M&A can reduce business risks of enterprises, improve industrial concentration by reducing the number of core enterprises in the industry, and at the same time increase the company's control over the industry and market share. Adidas's cross-national acquisition of Reebok also reduces the competitive pressure on companies, and the two can join forces to compete against Nike. （Gron，2010）

3.3 Differentiation  Advantage
Consumer Loyalty：Adidas has a long history with a fixed consumer group. It has high brand awareness and strong brand influence in the world. Customer loyalty encourages consumers to shop more  products. Nowadays, people are demanding health and comfort while pursuing fashion. Adidas  use of fashionable design, advanced technology and rich products to meet the needs of consumers.
Different Product Promotion： Adidas is attaches for importance to advertising of products. It can discover the current popular elements of different markets in time and quickly update the advertising style and content of products. at the same time， different advertising can conduct propaganda different market positioning and different product functions. This is conducive to market penetration under differentiation strategy
Research And Development： It refers to the work a business conducts for the innovation, introduction and improvement of its products and procedures.  The Corporations experience growth through these improvements and through the development of new goods. (Levin,1987).Adidas invested a lot of money and personnel into the development of different new  products，At the same time, the salary of employees is directly linked to their individual contribution，This measure ensures that products are updated within a reasonable sales cycle，the new and old products can provide more different choices for potential and loyal customers. It can conducive to maintaining market enthusiasm and improving customer brand loyalty.



3.4 Differentiation Disadvantage
 High Price：The cost structure of Adidas is unreasonable and the cost of production is too high, resulting in the sales price of the product is much higher than the market average price Although ，there is a fixed consumer group, the high purchase threshold caused by excessively high product pricing also reduces the consumption demand of potential customers. This is not conducive to product price differentiation
Customer Needs ：Adidas often invites super stars for advertising, while promoting high-end products. but for the middle and low end product, the company only did a simple promotion，Although this measure can ensure the purchasing power of high-end consumers, it will also create a great psychological gap for ordinary consumers when purchasing goods and  unfavorable product market coverage. It weakens the influence of product differentiation strategy
Price Range Is Small ： Compared with Nike, Adidas has a rich product line, but the price difference between products is small, the consumers only have less choice for the price of range. This is not conducive to customer differentiation in the selection of products. Comparing Nike and Adidas products in the same price range, and the Nike have obvious cost performance advantages. 
Centralization Of Power：The formulation of differentiation strategy is comes from the opinions and participation of different departments. But the management and decision-making personnel of Adidas are mostly from the “Dessler family”, and the subordinate departments not have power to suggest of headquarters decisions. The Family management is not flexible， and cannot respond quickly to changes in market demand. For this management model，It has higher business risks for large multinational enterprises ，and also reduces the market competitiveness of the company.

4.0 Conclusion
In Adidas, it is the best important things to always attaches product quality and innovation. It takes product innovation as the driving force to achieve product differentiation through developing different series. Sustainable Profit of Enterprises has achieved according to the strategy of product portfolio. It is ensure the life cycle constant of the product. " Impossible Is Nothing "and “keeps popping up in ads”，is the slogan of Adidas. It is beyond space, age, nationality and gender. Nothing is impossible if you are willing to act. This not only conveys the unique idea and idea of Adidas, but also affirms the value of everyone. At the same time, the product has been promoted from the level of use to the level of emotion. What it propagandizes is not only the sports product, but also the bravery and the fighting sports spirit. This has greatly increased the strategic impact of the company And let more consumers affirm the value of the company，This is conducive to market penetration, but also to strengthen consumer brand loyalty.

5.0 Recommendation
1. Adidas should control production costs by upgrading manufacturing technology.
2. Adidas should reduce the additional cost of its products by reducing the intermediate turnover link in the process of moving from the factory to the store
3. Adidas should expansion the price gap between different product lines . At the same time, through regular discounts and preferential activities to attract potential consumers.
4. Adidas should consider its product pricing from the perspective of manufacturing cost, market demand and competitors' competitive strategies, rather than pure from the perspective of manufacturing cost and profit.
5. Adidas should timely collect customers' feedback information on products, and timely improve the product problems reported by customers. Meanwhile , the quality of after-sales service should be advance in Adidas to ensure that any after-sales problems can be solved.
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