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[bookmark: _Toc530600486]1.Executive summary
This report is mainly for the analysis of Adidas' competitive strategy for developing its current competitive position. First, the actions taken to achieve this strategy are explained through the actual cases in the three Adidas competition process. Secondly, it evaluates the advantages and limitations of Adidas' competitive strategy in the current market environment by comparing it with its competitor Nike's strategy. Finally, appropriate recommendations are made for the future development of Adidas based on the analysis of the report.

The analysis of the theme of this report for Adidas will mainly involve the differentiation strategy, Adidas is a German sporting goods manufacturer with a global presence. The differentiation strategy is to obtain higher prices through unique products. Through analysis, it can be concluded that the differentiation strategy has great competitive advantage in the market competition of Adidas. It is more flexible, and it can better capture the market by designing different series of products for different consumer groups and changing marketing investment share. However, the strategy also has shortcomings in the development process. For example, excessive consumption of consumer brand loyalty will allow consumers to give up the product decisively when there are more choices, resulting in the loss of market opportunities.

At the same time, Adidas hopes that the company will continue to support the growth of quality in 2018 while maintaining its previous development momentum. In the case of difficult comparisons, the goal of a 10% increase in monetary neutral sales was achieved. And by using as much of its scalable operating model as possible, net income is expected to grow at a high rate, reaching levels of more than 1.6 billion euros. Therefore, Adidas should make more detailed adjustments to its own strategy according to the actual needs of the market, so as to obtain further breakthroughs.

[bookmark: _Toc530600487][bookmark: _Hlk529918460][bookmark: _Hlk530607429]2.Introduction
[bookmark: _Toc530600488]2.1 Report Remit
Adidas, a German sporting goods manufacturer with a global presence (Murai and Ueda, 1998). This paper mainly analyzes the company's strategy for developing its current competitive position through its actual case and evaluates the advantages and disadvantages of the strategy through comparison with its competitor Nike. At the end of the paper, recommendations are given for the Adidas' development.
[bookmark: _Toc530600489]2.2 Background of the organization 
Adidas believes that we can change our lives through sports. The company is centered on this concept, committed to providing the best service and consumer experience while creating and selling the world's best sports and fitness products in a sustainable manner. In order to achieve the goal of becoming the world's first truly fast-moving company as soon as possible, Adidas has explored new disruptive business models and technologies while embedding Speed ​​into existing supply chains and production processes. Moreover, ‘Creating the New’ is the main competitive strategy for developing its current competitive position.  And when it comes to specific performance, Adidas has also achieved a huge breakthrough. In 2017, Adidas' brand business achieved growth of more than 30% in North America, the world's largest sports market, while its global e-commerce business grew by more than 50% and achieved a record sale of 21.2 billion euros. amount. However, the numbers also mean more. The company actively promotes the digital transformation of the entire organization to face the future, strives to become a more agile and truly global company by leveraging leverage to improve operational efficiency (Adidas.com 2018).

Another point that deserves special encouragement is Adidas' sense of responsibility for sustainability, which integrates the concept of sustainability into all aspects of the company's business, from product creation and supplier management to store concept development and facilities, which challenge and inspire everyone to contribute to a more sustainable future. For example, Adidas will be able to avoid more than 40 tons of single-use plastic items per year through purchasing plastics from the office for free. The company's hard work has also been greatly recognized by the outside world. Adidas has not only been included in the Dow Jones Sustainability Index for 18 consecutive years but also been re-certified by the Fair Labor Association for its social supply chain program.

As for Adidas' outlook for 2018, the company will continue to favor the growth of quality while maintaining its previous development momentum. The goal of a 10% increase in monetary neutral sales in the case of difficult comparisons is what Adidas hopes. And by using as much of its scalable operating model as possible, the net income is expected to grow at a high rate to reach a level of more than 1.6 billion euros (Adidas AR,2018).
[bookmark: _Toc530600490]2.3 Definitions of Major Concepts
The topic analysis of this report will mainly involve the differentiation strategy. The differentiation strategy is to obtain higher prices through unique products (Gerry et al,.2008). For example, from service to quality, it can provide things that are considered unique or better in various forms. In this way, premium prices can be charged, and quotes can be differentiated by increasing revenues that exceed the customer's core and actual benefits. Differentiation, as a kind of general strategy, will differentiate when its products can better satisfy certain people, which means that if this differentiated product can achieve higher competition than the competition by competitors (Boehe and Cruz, 2010). The stronger sustainable profitability of the opponent, branding and superior performance are typical examples of differentiation. Its competitive advantage is that it can be differentiated from other competitors in the market, creating a major and unique competitive advantage while being more flexible (Covin and Miles, 1999).

Strategic clock, named after Cliff Bowman’s work, is a tool that helps companies properly analyze their position among market competitors (Bowman and Faulkner, 1996). The model considers that a company's cost advantage and differential advantage are related to its competitive advantage. It develops eight core competitive strategies based on the combination of price and perceived value to the consumer (Figure 1). Managers can use this model to understand the changing needs of the market, which will help to further position the company and choose a competitive advantage. Although managers use various tools, they continue to use it (Tassabehji and Isherwood, 2014). However, the strategic choice based on the combination of the two conditions in the model has certain limitations. The interference of some external factors will increase its risk. For example, high price and low value are likely to lead to loss of industry share. Therefore, the model can only provide a reference for strategic decision-making and awareness of the status of the company. The specific strategic plan also needs to be revised according to the actual situation.
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Figure1: Portman’s Clock Strategy 
(Source: Cliff Boman,1996)
[bookmark: _Toc530600491][bookmark: _Toc529788607]3. The Analysis of competitive Strategy in Adidas
[bookmark: _Toc530600492][bookmark: _Toc529788608]3.1 Implementation of the Strategy
“Creating the new” is Adidas' strategic business plan prior to 2020, which matches the differentiation strategy learned in this course. At the heart of this strategic business plan is branding, which promotes brand demand around three strategies of speed, city and open source (Aaker and Joachimsthaler, 2012). It promotes the relevance of Adidas to consumers around the world by promoting brand appeal. Meanwhile, the core of Adidas' creation of new products is to further promote high-end and lowest-price growth by significantly increasing the brand's desirability. And here are some issues that can be used to demonstrate how to implement the differentiation strategy.

First, Adidas regards quality as the life of the product and attaches great importance to the quality and innovation of the product. Its main driving force is product innovation, and it has always insisted on the differentiation of Adidas products through technology leadership (Ebrahimi,2009). From raw material procurement to finished product delivery, no matter which part of it is, it strictly follows international testing standards to ensure the quality of each product. With active innovation and execution, Adidas footwear has created many world firsts, such as the world's first pair of buttons, the first pair of rubber-cast soccer, the first pair of skates. Without doubting, the most eye-catching thing is the spinner-type studs of Adidas. Many people even think that it has made great contributions to the German football team winning the 1954 World Cup (Heinrich, 2003). In addition to footwear products, Adidas' clothing products also reflect the high standards of Adidas, and its fabric fibers use the "Nano" as the main raw material, which greatly promotes the performance of sports goods (Syduzzaman et al,.2015). The leading innovation consciousness and excellent quality of the technology have made Adidas an excellent reputation among the consumer groups, which has opened the gap between Adidas and other competitors, promoted its early development and established a leading position in the industry.

Second, Products can also determine the market share according to the positioning of different ages. After all, the consumption groups of different age groups have great differences in the demand for sports products. Once Adidas suffered a big loss because of the unclear market positioning, which led to a sharp decline in the market share of its products. In such a tough situation, Adidas executives re-implemented their strategic plans and revised the market positioning of Adidas. It began to focus on the group of young people aged 12 to 20, the largest potential consumer of this sporting goods. In China, for example, Adidas promotes “street basketball game activities” in China's core cities to promote young sports enthusiasts in the 18- to 25-year-old age group as a major marketing group. This marketing strategy for young sports groups has been extremely successful, and the market share has been greatly improved. With the popularity of street basketball in China, the Adidas brand has occupied a considerable proportion of China's market share for a long time (Zhao,2009). At the same time, this time, due to the unclear market positioning, the market share has fallen sharply, which has also given Adidas a warning. It has set up a market analysis department for market positioning, conduct regular investigation and analysis reports on the sports goods market and the changing environment of the industry. And in accordance with the actual changes in the market, response strategies timely.

Third, in order to win the global success of the main metropolitan consumers, Adidas has made production closer to consumers through smart manufacturing. In 2016, Speedfactory launched the first flagship product designed for these major cities in the world: AM4 series. And through excessive investment to increase the market share of global big cities such as London and Paris. Later, Adidas also improved the brand's desire in most cities by providing consumers with an extraordinary experience. A series of measures for major cities have received a lot of reports, the contribution of major cities to the overall growth of Adidas business volume is much higher than the average level, and Adidas has seized a certain market share (Finance.com2017) .Such a differentiated strategy for the metropolis is very beneficial for Adidas to take a step-by-step market share, thereby gaining global recognition and achieving further breakthroughs. In addition, Adidas chooses open source based on strategic choice to encourage innovation inside and outside the industry, and to shape its sports culture through the relationship of creative partners. Adidas has established an advocate community by working with world-class athletes and teams. For instance, from the feedback of the “adidas Runners” community, there are more than 50,000 active participants in Western Europe alone. It’s helpful to enhance the brand charm of Adidas that such fan customers are extremely viscous and have an unusual position for the spread of Adidas sports culture. For different economic regions ’customer groups, Adidas adopts a different product strategy, which is highly targeted and has a significant increase in brand expansion efficiency.
[bookmark: _Toc530600493][bookmark: _Toc529788609]3.2 Advantages & Disadvantages of the Strategy Compared to Nike
Adidas and Nike are the two giants in the global sportswear market. They are competitors，but the benign competition is beneficial to the development of Adidas and Nike. Compared with Nike's competitive strategy, Adidas's differentiation strategy has its advantages and drawbacks, which can be reflected in daily competition.

Adidas' differentiation strategy makes its products more competitive and more flexible than Nike. In the past few years, Nike has paid too much attention to pure profit growth and neglected sales (Nike,2018). It only knows that it will sell limited edition new shoes, so it offends those sports shoes enthusiasts. And Nike's advertising format is too singular, tending to find sports stars such as superstar Kobe Bryant, while ignoring sports fans in the industry. But this group can be said to be the KOL in the field of sports shoes. Although there are few people, but their influence is huge, the impact on consumers has a power that cannot be ignored (Boyle and Magnusson,2007). Naturally, the actual sales situation of Nike is not optimistic. In contrast, Adidas initially did not pay much attention to fans in these industries, but when Adidas and Kenya West's "coconut shoes" were fired in this circle, the price was sizzled. Adidas suddenly realized that it was time to do it. Changed. Nowadays, young people can be said to be the main consumer groups in the market. By catering to the preferences of young people, they can better occupy market share, and sports fans in the industry can create huge fan effects to attract these young people (Hüttner and Brem, 2017). Young people have the characteristics of casual pursuit of individuality, and they are more interested in the added value behind the goods when purchasing goods. Subsequently, Adidas' investment in this market increased from only 1% of the marketing budget to 30%, making Stan Smith white shoes and Superstar shell heads sweep the market. The Superstar shell head even became the sales champion in the US region. The advantage of the difference is extremely obvious, and the fan effect cannot be underestimated, so that the added value of the product with the same type of products in the market will be greatly increased, so it can quickly occupy the market share.

However, with the progress of the times, Adidas has more and more competitors, and its differentiation strategy also has some limitations. Compared with Nike, Adidas lacks a comprehensive survey of market demand and competitive factors, resulting in an inability to effectively adjust its marketing strategy based on changes in circumstances (Metzner, 2018). From the US market report released by NPD, Nike is once again a big winner, while the top 10 of the best-selling list lacks Adidas, which is mainly influenced by Adidas' brand diversification product strategy. Adidas once issued a special release of the Yeezy series of sneakers through hunger marketing and star effect, but there is a huge risk behind this glitz (Sullivan, 2018). Brand value can be improved through hunger marketing, but if over-consume consumers' loyalty to the brand, they will decisively leave when consumers face other choices, and this will also give the competition to the original Adidas market opportunity while losing the initiative. Although differentiation has its own unique competitive advantage, the extended time period also gives competitors time to deal with and imitate, making the product lose its competitive advantage faster.
[bookmark: _Toc530600494]4.Conclusion
Adidas should continue to innovate and maintain differentiation through technology leadership to make products competitive in the market competition. But at the same time, Adidas should pay more attention to external changes. The differentiation strategy is based on the choices made by the market, a better and more comprehensive investigation of market demand and competition factors, understanding the transformation of market style and keenly responding and effectively adjust your business strategy. Only through continuous recovery can an enterprise find its own advantages and shortcomings and learn from past events to go further. Therefore, under the premise of maintaining the original superiority strategy, Adidas can make targeted corrections to the weak points to further expand its global market share.
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