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[bookmark: _Toc531033487]1.0 EXECUTIVE SUMMARY
[bookmark: OLE_LINK1]Outline of the purpose of the report is to study the strategies adidas uses to maintain and develop its current market position. Adidas is a sports and lifestyle company integrating design, development and manufacturing. The company's portfolio includes hardware such as shoes, clothing and shoes, bags and balls. The company’s major footwear franchises include NMD, Stan Smith, Gazelle, UltraBOOST, PureBOOST X, Superstar, EQT and Alphabounce. According to the research, Adidas uses a differentiation strategy. Specific uses include, Unique brand image and design, product technology differentiation and high professional products in the football field. 

Adidas's advantages in using these strategies include customers are less sensitive to product price it helps the company sell its products and conducive to forming customer loyalty and maintaining the company's market position. Adidas's disadvantages in using these strategies include the high cost and differentiation is easy to imitate. The report makes some recommendations for adidas including expand the influence of product differentiation through existing brand influence, Improve professionalism and authority in other sports and Raise technical barrier, raise the difficulty that competitor imitates.





















SUMMARY


[bookmark: _Toc531033488]2.0 INTRODUCTION

[bookmark: _Toc531033489]2.1	REPORT REMIT
The purpose of this report is to study the strategies adidas USES to maintain and develop its current market position. And use some examples to prove and study the implementation of the strategy. Then discuss the advantages and disadvantages of adidas strategy. And some Suggestions are put forward for these advantages and disadvantages.



[bookmark: _Toc531033490]2.2	BACKGROUND OF THE ORGANISATION
Adidas is a sports and lifestyle company integrating design, development and manufacturing. The company's portfolio includes hardware such as shoes, clothing and shoes, bags and balls. (Adidas, 2018) The Footwear category of adidas is involved in production and marketing of a wide range of sports footwear. The company’s major footwear franchises include NMD, Stan Smith, Gazelle, UltraBOOST, PureBOOST X, Superstar, EQT and Alphabounce. As of 31 December 2017, the company produced 403 million pair of shoes. In FY2017, the Footwear category reported revenue of EUR12,427 million, which accounted for 58.6% of the company’s total revenue. (Adidas, 2017)

[bookmark: _Toc531033491]2.3	DEFINITIONS OF MAJOR CONCEPTS
Strategy
Strategy is the direction and scope of an organisation over the long-term: which achieves advantage for the organisation through its configuration of resources within a challenging environment, to meet the needs of markets and to fulfil stakeholder expectations. (Gerry Johnson, 2008)

Business level Strategy
Business level Strategy is concerned more with how a business competes successfully in a particular market. It concerns strategic decisions about choice of products, meeting needs of customers, gaining advantage over competitors, exploiting or creating new opportunities etc. (Riley, 2018)
INTRODUCTION


Define of Competitive Advantage
In business, a competitive advantage is the attribute that allows an organization to outperform its competitors. A competitive advantage may include cheap and efficient labour, new technology, low-cost resources and other things.  (Lau, 2002)

Porter's Generic Strategies
Porter's generic strategies describe how a company pursues competitive advantage across its chosen market scope. There are three/four generic strategies, either lower cost, differentiated, or focus. (Porter, 1980)
[image: ]
Figure 2-1 Porter's Generic Strategies from wikipedia
Differentiation strategy
Differentiation strategy, also known as characteristic advantage strategy. Is refers to the enterprise strives for in the customer widespread attention some aspects, has the uniqueness in the industry. It selects one or more characteristics valued by many users and endows it with unique status to meet the requirements of customers. There are many ways to achieve differentiation strategy: design or brand image, technical characteristics, appearance characteristics, customer service, distribution network and other aspects of the uniqueness. (China finance journal, 2008)

Competitive advantage
Differentiation itself can bring higher premium to enterprise products. Since differentiated products and services cannot be provided at the same price by competitors, it obviously weakens the bargaining power of customers. Product differentiation will form certain barriers. In industries with more obvious product differentiation, the higher the entry barriers due to product differentiation will be. (Jun, 2006)

[bookmark: _Toc531033492]3.0	MAIN BODY
Adidas uses differentiation strategic to maintain and grow its competitive position. Differentiation strategy comes from Porter's Generic Strategies. And The Differentiation Strategy means Differentiation involves making company products or services different from and more attractive than those of your competitors. How company do this depends on the exact nature of your industry and of the products and services themselves, but will typically involve features, functionality, durability, support, and also brand image that your customers value.( Mind Tools Content Team, 2018)

[bookmark: _Toc531033493]3.1	IMPLEMENTATION OF THE STRATEGY
[bookmark: _Toc531033494]3.1.1 Unique brand image. 
Adidas has a very unique brand image and logo. Like three stripes. In three major product lines at adidas originals, adidas performance and adidas style, the design of the three stripes has always existed in their products and brand logos. (Adidas, 2018).
  [image: ]
Figure 3-1 Adidas' three main product lines
This simple but unique product logo is highly recognizable. For example, Adidas has also added three stripes to all of its designs. Including, clothing, shoes, socks, trousers and other products, all of these products have 3 stripe designs and elements. (Adidas, 2018) This makes Adidas products different from those of other companies. Unique and highly recognizable product designs and brand logos help customers differentiate adidas from other companies. This highly recognizable design enables customers to better remember Adidas brands and products, thus stabilizing adidas' market position.

[bookmark: _Toc531033495]3.1.2 Product technology differentiation
Using new technology in its products is one of adidas's differentiation strategies. In 2015, Adidas has unveiled its new revolutionary running shoe UltraBoost in New York and claims to be the world's strongest road running shoe. UltraBoost has three major technologies: upper adopts Primeknit technology originally created by Adidas, new UltraBoost midsole and TorsionSystem technology. (Sina news, 2018) The use of these technologies makes Adidas shoes highly comfortable and durable. It also makes adidas shoes very different from other companies' products. High comfort and durability make adidas shoes different from other companies' products, which means adidas differentiates in this respect. This differentiation can attract customers to buy adidas shoes, so that Adidas can gain more market share and develop its market position.


[bookmark: _Toc531033496]3.1.3 High professional products in the football field
Improving professionalism in football products is an important part of adidas' differentiation strategy. Adidas has been improving and maintaining its expertise in football products to differentiate its products. In 2015, Adidas has revolutionized the Predator, F50, 11Pro and Nitrocharge football boots in all categories and introduced a new line of X and ACE boots. (Sohu news, 2015) These products are professional football shoes. Adidas and FIFA have maintained the longest partnership in the history of modern sports marketing, the latest extension of which runs until 2030, meaning adidas remains the official partner, supplier and product franchisee of all FIFA events. (Thomasson, 2014) These strategies make adidas highly professional and authoritative in the field of football. For consumers, that expertise and authority is what differentiates adidas from other companies. This differentiation enables Adidas to have a group of loyal customers in the football product market, which can stabilize Adidas' market position.

[bookmark: _Toc531033497]3.2	ADVANTAGES & DISADVANTAGES OF THE STRATEGY

[bookmark: _Toc531033498]3.2.1 ADVANTAGES 

1. Customers are less sensitive to product price it helps the company sell its products
Differentiated products can reduce customers' sensitivity to price, which means that products can bring higher premium to the company. In economic theory, price-sensitive is simply a function of the elasticity of customer demand, the change in product demand caused by price changes. (Weng, 1995) For the company, the less sensitive the customer is to price, the less the company's products are affected by price. When a company's products are not differentiated, customers are very sensitive to price. Because when there is no difference between products, price is the only standard for customers to measure the products of different companies. So when the price of one company's products rises, consumers are likely to choose other companies' products or refuse to buy them. But when a company's products are differentiated, customers measure prices in terms of quality, performance and use in addition to price factors. So at this point, the price sensitivity of the customer decreases. For adidas, the benefit is that the price range of adidas products that customers can accept expands. For example, A series of adidas UltraBOOST is a very differentiated product and the average price of this series of shoes sold in China is 1300 yuan, the price is higher than other adidas shoes. (Adidas, 2018) But according to the Stadium Goods survey data, UltraBOOST was the second-highest selling shoe in 2016. (DUNKHOME, 2017) So, differentiation can help adidas expand sales and develop market position.

2. Conducive to forming customer loyalty and maintaining the company's market position
Differentiated products it is conducive to the formation of customer loyalty to the company's products. Through the implementation of differentiation strategy, enterprises meet some unique needs of customers and bring unforgettable and unique products or experiences to customers, which can improve customers' loyalty to enterprises. (Rongshen, 2005) For adidas, differentiated products help the company gain customer loyalty. For example, Adidas' professionalism and differentiation in football products have earned it the loyalty of many football fans. These customers are adidas' stable customers with high customer loyalty.

[bookmark: _Toc531033499]3.2.2 DISADVANTAGES
1. The high cost
Companies using differentiation strategies mean a lot of investment. Because the development of new products, the use of new technology in the product or increase brand differentiation requires a lot of costs. (Furong, 2002) For Adidas, Companies need high cost to use differentiation strategy. For example, Adidas needs a lot of investment in developing new technologies and applying them to its products. In 2015, Adidas has unveiled its new revolutionary running shoe UltraBoost and this shoe use upper adopts Primeknit technology originally created by Adidas, new UltraBoost midsole and TorsionSystem technology, that means adidas needs to invest a lot of money as well as people in developing the three new technologies, which is undoubtedly a high cost. And In order to maintain the professionalism and differentiation of adidas in the field of football products, adidas needs to invest a lot of costs in sponsoring football matches and football teams. According to the Associated Press, the six companies that sponsored the 2014 World Cup in Brazil paid FIFA a total of $730 million, or at least $120 million each (Business review, 2018) and Adidas is one of them. So, high cost means high risk.

2. Differentiation is easy to imitate
For companies with similar strengths, the differentiation of competitors is easy to imitate. (WenLong, 2004) For example, In 2015, In 2015, Adidas has unveiled its new revolutionary running shoe UltraBoost. The shoes have good comfort and shock absorption, and adidas has achieved very successful sales in the market through this series of shoes. But in 2017, Nike has announced a new sole that combines breathability, comfort, abrasion resistance and high shock absorption. (Sohu sports, 2017) The soles are similar to adidas UltraBoost. These two products use similar materials and have the same function, so Nike has successfully imitated adidas technology at this time, which means adidas has lost its differentiation and value in this product. Therefore, for a company, differentiation strategy is easy to be imitated. This means that the competitive advantage brought by differentiation strategy will not last long.
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[bookmark: _Toc531033500]4.0 CONCLUSION
CONCLUSION
According to the Porter's Generic Strategies Adidas uses differentiation strategic to maintain and grow its competitive position. The differentiation strategy means that in the production process, an enterprise will make full use of the advantages of some part of its products or services until all the products are different from those of other enterprises, as the direction of sustainable and stable development of the enterprise. Differentiation strategy is an enterprise strategy focusing on the internal conditions of the enterprise. Differentiation strategy emphasizes that the enterprise should rely on the existing resource level of the enterprise to provide customers with unique products or services within the industry, which can bring additional price increases to the product. If the spill over price of an enterprise's product or service exceeds the cost added by its uniqueness, then the enterprise with such differentiation will gain a competitive advantage. For Adidas, The differentiation strategy it uses is mainly reflected in Unique brand image and design. Include three major product lines at adidas originals, adidas performance and adidas style, Adidas' differentiation in this regard is mainly reflected in the use of three stripes. Second, this kind of industrialization is reflected in Product technology differentiation. Adidas uses new technology to differentiate its products. For example, Adidas has unveiled its new revolutionary running shoe UltraBoost and in UltraBoost Adidas use three major technologies: upper adopts Primeknit technology originally created by Adidas, new UltraBoost midsole and TorsionSystem technology. By improving the use of new technologies, adidas has improved the quality, comfort and functionality of its products.Through these factors, adidas products can be different from competitors, to achieve differentiation. The third, Adidas improves professionalism and authority in football products to achieve the goal of differentiation. Adidas, which spends a lot of money every year developing soccer products. For example, In 2015, Adidas has revolutionized the Predator, F50, 11Pro and Nitrocharge football boots in all categories and introduced a new line of X and ACE boots. At the same time, Adidas sponsors a large number of football competitions and football teams every year to maintain the authority and professionalism of the company in football products. Through these factors, Adidas can distinguish itself from other sports brands. Differentiation strategy has some advantages and disadvantages. The advantage of differentiation are differentiation strategy has the advantage of reducing consumers' sensitivity to product price and gaining customer loyalty. Reducing consumers' sensitivity to product prices means increasing their acceptance of adidas prices. This will help adidas sell its products and increase its market share. Customer loyalty means adidas can get a stable group of customers, which helps adidas maintain market share. The disadvantages of differentiation strategy are high cost and easy to be imitated by competitors. Developing new technology and maintaining authority and expertise means a lot of investment. For Adidas, high cost means high risk. Being easily imitated by The fact that technology and strategy can be easily imitated by competitors means that the competitive advantage a company gains by differentiation strategy will not last long.C

[bookmark: _Toc531033501]4.1	RECOMMENDATIONS

[bookmark: _Toc531033502]4.1.1 Expand the influence of product differentiation through existing brand influence
Adidas has a strong brand base, so the company can take advantage of the three main product lines that adidas originals, adidas performance and adidas style. Adidas originals means the power of movement spread all over the world. Adidas performance means the desire to meet challenges, achieve the future, and achieve goals. Adidas style means always stand in the forefront of fashion, the pursuit of high-end enjoyment of the spirit of fashion. (Adidas, 2018) so, expanding product lines differentiation could help adidas attract more customers. (Bhasin, 2018) For example, since the love of sports customer groups and the pursuit of fashion customer groups

[bookmark: _Toc531033503]4.1.2 Improve professionalism and authority in other sports
Adidas' focus on professionalism and authority in football products has brought a loyal customer base. But focusing only on football products means losing customers from other sports. So developing other sports products could bring Adidas a lot of new customers.

[bookmark: _Toc531033504]4.1.3 Raise technical barrier, raise the difficulty that competitor imitates
For adidas, the imitation of other sports brands is the main reason for the decrease of differentiation strategy revenue. Therefore, raising technical barriers makes it more difficult for competitors to imitate. This can prolong the effectiveness of differentiation strategy.
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