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1. Introduction
This report aims to explain why Adidas is Europe’s leading manufacturer of sportswear. It helps do this by first looking into the brands history. By looking at Adidas background, it becomes more apparent as to why they are so successful today, and have such a cult following. By also examining Adidas’ ambitious mission statement it is clear they aim to beat their main competitor - Nike. This report also defines some key concepts these include the following; strategy, business level strategy and competitive advantage. This report also describes the points of Bowman and Faulkner’s strategy clock. As well as discussing the differentiation strategy Adidas uses from this model. The differentiation strategy is then discussed in more detail, as to identify why this strategy is deemed successful in business. Adidas’ take on this particular strategy is outlined in more detail, and how it has worked in their favour so far. This report then goes onto look at three main ways that Adidas has implemented the differentiation strategy. This report concludes by looking at the advantages and disadvantages of the differentiation strategy.
2. Background of Adidas
Adidas is a German sportswear company, founded in 1924 by Adolf Dassler, who originally started out in his mother’s kitchen designing and making sport shoes. He was later joined by his elder brother, and the company became known has the “Dassler Brothers Shoe Factory”.  The company was first registered as Adidas in 1949, and since then has gone on to achieve great things, and is credited with the invention of the ‘studded boot’ used commonly today. (Adidas-group, no date)
 Nowadays Adidas is a globally recognised. It is the second largest sportswear manufacturer in the world only beaten by Nike. It is also the largest sportswear manufacturer in Europe. The Adidas group is also made up of Reebok, TaylorMade and Runtastic.
 Adidas is currently valued at 14.3 U.S dollars and as of 2018 is the fourth largest apparel brand in the world. It is estimated that they employ roughly 57 thousand people worldwide. (statista ,no date)  According to Adidas’ mission statement they wish to be the global leader in the sports brand industry, they aim to do this by building their brand around a passion for sports and a sporting lifestyle. They credit themselves with being both creative and innovative, seeking to put the customer’s needs first. They also emphasize that they are a sustainable and environmentally friendly company. (finance.answers.com, no date)  
3. Definitions
The mission statement of Adidas, clearly shows that they have very ambitious aims for the future. So one would suspect that in order to successfully implement these aims the company would need a strong strategy. As defined by (Johnson et al,2011) strategy is how an organisation plans and implements its long term goals. An organisation uses strategy to make best use of all its resources, in an ever-changing economic environment, to ensure that all stakeholders are satisfied. 
However it is acknowledged that there are different levels of strategy, such as business level strategy. Business level strategy, sometimes also referred to as corporate strategy suggests that there is a strong link between the way a company is structured, and the attainment of its long term goals. (Mullins J,2013) While the structure of an organisation is no doubt important to a business’s strategy. The actions that a business take to gain competitive advantage, are equally if not more important. As ultimately the businesses’ position in the industry is reliant, on the actions taken-for example how they market themselves.(Albany, no date) Indeed when discussing strategy, especially business level strategy and the strategic positioning of an organisation, obtaining competitive advantage is one of the most important goals. Competitive advantage is defined as a company having an attribute or set of qualities that allows that company to outperform its competitors. A strong competitive advantage means that it will, generate far greater profits than other such businesses in the same or similar industries. Therefore having a competitive advantage is of paramount importance, in ensuring stakeholder satisfaction. For these reasons obtaining a strong competitive advantage is a key player in deciding a business level strategy. (corporatefinanceinstitute.com,no date )

4. Bowman and Faulkner’s Strategy Clock
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 Bowman and Faulkner’s strategy clock, is a popular model used in marketing. It helps to determine and analyse the competitive position of an organisation, in relation to its competitors. Bowman’s clock displays eight possible strategies, these include the following;
1. Low price and low added value - This is not considered to be the most competitive position. This strategy results in the customer receiving a poor quality product or service, for a low price. The low price is the only point which could be considered a competitive advantage over another company. 
2. Low price – When a company takes this stance, it usually means that products are being produced in large quantities, and the prices of individual products are still low. However the high volume of products being produced means that, a higher profit margin can be made.
3. Hybrid – This is a very effective strategy, where there is a high volume of products. This strategy involves companies using product differentiation. Meaning that products are still priced quite low, however the customer perceives the product to have a greater value.  The balance of quality and price is of key importance in this approach.
4.  Differentiation - When using this strategy companies aim to offer a high quality product for an average price. Not only do they focus on the quality, they also focus on product features, branding and how the product is distributed. This strategy is geared towards retaining customer loyalty. This achieved by customers associating a certain brand with being good quality and therefore are willing to pay more for a product. 
5. Focused differentiation - luxury brands often use this strategy. This approach involves a high price point for a high quality product. The marketing and distribution of such products are carefully considered. Their competitors usually use the same strategy, thus helping keep prices high.
6. Risky high margins – This strategy is high risk as it involves the company charging high prices for a low quality product.  This strategy is not likely to work long term.
7. Monopoly pricing - This is where the strength of a company lies in them being the only company to offer a certain product. This means that they have no competition, however this is regulated in most countries, to protect the customer.
8. Loss of market share- This is not a good position for a company to be in. Meaning that the company can no longer offer a product or service that the customer values. The price is also too high, resulting in customers staying away.
(Mulder,P 2018)



5. Main Body
It could be argued that Adidas has taken a somewhat middle of the road approach, in their choice of strategy by choosing differentiation.  However it is easy to see why a company would take this approach. Product differentiation is number four on Bowmanns clock model. And is therefore is in direct opposition to number eight on the model which is deemed to fail. An organisation can use the method of differentiation in a number of ways. For instance an organisation can differentiate their products by incorporating some of the following; offering a higher quality product, increasing innovative features, making technological advancements and offering excellent customer service. (Boehe, D et al 2010) An organisation can also differentiate itself by being socially and environmentally responsible. (Fombrun,C et al 1999)
  However for organisations using the differentiation strategy recognising the needs of the customer and making sure to produce goods that are in line with these needs is key. This strategy when done right, almost always guarantees customer loyalty. (Pan,W et al,2011) However in an ever changing market, organisations using this strategy must be flexible. The differentiation strategy is therefore intrinsically linked with extensive training, a flexible work system and also high employee engagement. (Bae and Lawler 2000)
 When discussing the differentiation strategy the importance of branding cannot be underestimated. Indeed with so much competition, good branding is essential. According to (Wheeler,2012) an organisation wishing to create a strong emotional bond with the customer, needs to have a strong brand recognition. Stating that people often fall in love with certain brands, that they trust them and therefore often believe in their superiority.
 Another possible way for an organisation to implement the differentiation strategy, is through the distribution channels it chooses to use. Distribution is obviously very important, as its how the product makes its way to the customer. Therefore distribution intensity is essential. This term refers to how many distributors an organisation has. High intensity distribution is preferred when applying the differentiation strategy as it means that the organisation as a wide variety of distribution channels. (Lassar M,et al1996) An organisation using differentiation strategy also needs to be mindful of their competitor’s strategy.
6.  Implementation of Chosen Strategy
Adidas has implemented the strategy of differentiation in a number of ways. One of the most obvious ways that Adidas has done this is through the branding of its products. Adidas products are instantly recognisable because of their three stripes trademark. This coupled with their successful marketing campaigns has meant that Adidas continues to have a strong market presence.  Referring back to Adidas’ mission statement to “be the best sports brand in the world” it could be argued that they are well on their way to achieving this and their branding and marketing has helped them massively. They are receptive to ever-changing customer needs, however they stay true to their mission statement as in they remain a sports brand and use that to connect with people on all levels. (Pratap, A, 2017) Adidas also uses the differentiation strategy in terms of distribution. Adidas products can be bought from a wide range of retailers across the world and also online. In 2015 Adidas also introduced their “Top City Strategy” which they aim to complete by 2020. This strategy involves them focusing on six major cities across the world. These are as follows; Los Angeles, New York, London, Paris, Shanghai and Tokyo.  Using this strategy Adidas expects to double its sales in these cities. (Schild G, 2018) 
 Other goals Adidas hopes to achieve by 2020 is to become a more environmentally friendly company. They hope to do this by reducing the amount of waste they produce and using more sustainable material. They have also formed a partnership with the charity Parley to help save the world’s oceans. This is a very good strategic move for the company as sustainability remains a controversial topic. Thus presenting themselves as environmentally friendly will only benefit the brand’s overall image. (trustedclothes.com,2017) 
7. Advantages and Disadvantages of Differentiation 
Some of the advantages of using a differentiation strategy include the following; It allows an organisation to fend off a lot of competition, as they become known for offering a good quality product at a reasonable price. This in turn encourages customer loyalty. Coupled with a strong brand image, helps that businesses’ products stand out from the rest. These factors help give an organisation a strategic advantage. However some disadvantages of using the differentiation strategy include the following; new businesses can “out differentiate” existing businesses by introducing new products into the market.  Customers may then opt for newer products, perceiving them to be of a similar quality but at a lower price. It is also possible for an organisation to over differentiate their products, which will lead to some potential customers feeling excluded. In a similar vein when differentiation is overdone, customers may start to lose faith in the brand, no longer seeing it as credible. (Achebe, M 2018) 
8. Conclusion
So to conclude this report, as to why Adidas is Europe’s leading manufacturer in sportswear, one can see that it is useful to look at the organisations background and history. This helps gain understanding as to why Adidas are so successful. One could argue that Adidas has achieved this, through being on the market for the amount of time they have. However for an organisation to survive for this amount of time, they have to have clear aims for the future, these are outlined in Adidas’ mission statement. For an organisation to achieve such ambitious aims, a good understanding of what strategy is, is of vast importance. This report shows that Adidas has chosen to use the differentiation strategy from Bowman’s clock, in order to gain a competitive advantage. It goes on to explain how they have implemented key concepts of this strategy such as good branding and marketing of their products. Showing in detail how this strategy has helped them reach the position they are in today.
 However this report also shows that the differentiation strategy may not work for other organisations. Detailing the disadvantages as well as the advantages of differentiation. This shows that in order for a strategy to be successful it has to be implemented properly as in the case of Adidas.
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