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[bookmark: _Toc23994]1. EXECUTIVE SUMMARY
[bookmark: _GoBack]In this report, the definition of the overall strategy was introduced in the introduction part. It refers to the decision for basic developing direction, actions essential to realize the direction, also the target the company wants to reach after selecting the right direction, which makes one company identified with its competitors and brings this company sustainable advantage. And in the second part, Adidas was used as the example to analyze the specific strategy - differentiation strategy, which refers to the unique products or services provided by a company and totally different among the whole industry and welcomed by the consumers, that Adidas has been used. First, the history of Adidas was introduced, which was established in 1924 and has been developed till now as a global public company with 46,000 employees and one of the world's largest sports brands, including more than 170 subsidiaries. In the first quarter of 2018, the group's revenue was 5,548 million euros. Three aspects of how Adidas implemented this strategy were illustrated below as technical innovation, market positioning and the acquisition of reebok. Then, Nike was taken as the comparison company to analyze the advantages and disadvantages of this differentiation strategy. In this report there are two advantages, which are decreasing operational cost and increasing sales, while two disadvantages are lack of loyalty and high marketing cost. Finally, it is the recommendation that I made. I suggested Adidas to develop a suitable strategy in reducing production costs and time to maintain the role of the leader in the sportswear market. Also, Adidas has to learn how to establish royalty with its customers to lock in sales and revenue. Moreover, Adidas should try to minimum its cost for implementing the differentiation strategy to maximize its profit.




[bookmark: _Toc19871]2. INTRODUCTION
One important topic that business leaders and theorists has always been critically thinking is strategy. Different business situations require unique strategies to lead the business team to have stronger competition. It refers to the decision for basic developing direction, actions essential to realize the direction, also the target the company wants to reach after selecting the right direction, which makes one company identified with its competitors and brings this company sustainable advantage (Zhu, Chu & Chen, 2003). Therefore, not all the business decisions could be called strategic decisions. If a decision is easy for other peers to imitate, then it cannot be called a strategy. For example, the decision that put advertisement to increase popularity is not strategic because every peer can imitate its behavior. Also, such strategy can be convertible as the market situation changes. 

[bookmark: _Toc12003]2.1 REPORT REMIT
The goal of writing this report is to analyze the strategy used by Adidas to earn its global market share from three aspects, they are technical innovation, market positioning and acquisition of reebok. Also, the advantages and disadvantages of those strategies are discussed in the following parts with comparison of Nike company. Finally, a recommendation for Adidas is provided to maintain its sports market leader role.

[bookmark: _Toc11760]2.2 BACKGROUND OF ADIDAS
In 1924, Adidasler registered the trademark with Gebrüder Dassler Schuhfabrik and began producing sports equipment designed to be the best in the industry. Lina Radke in Amsterdam in 1928 and Jesse Owens in Berlin in 1936, the gold medals owners who both wore the sport shoes provided by Gebrüder Dassler Schuhfabrikmade, contributed to its first rewards and milestones. On August 18, 1949, 49-year-old Adi Dassler re-registered Adi Dassler Adidas Sports chuhfabrik, based in Herzogenaurach, Germany. Today, Adidas has developed into a global public company with 46,000 employees and one of the world's largest sports brands, including more than 170 subsidiaries such as Reebok, TaylorMade-Adidas Golf, Rockport and CCM-Hockey  (R McGuigan, 2014). Adidas has become a household name, and almost no one does not know its three-striped logo. The company's products range from sports shoes to sportswear, as well as socks, bags, watches and other sports-related products. In the first quarter of 2018, the group's revenue was 5,548 million euros.

[bookmark: _Toc26408]2.3 DEFINITION OF MAJOR CONCEPTS
[bookmark: _Toc31636]2.3.1 STRATEGY 
Strategy defines the product and service range that companies should focus on. Strategy is decided by top managers to achieve the company’s stability and sustainability and then build the core competitiveness and form a unique brand, which would make the consumers think of this brand instead of any other competitive peers when they want to buy certain goods or service.

[bookmark: _Toc5257]2.3.2 BUSINESS LEVEL STRATEGY
The differentiation strategy refers to the unique products or services provided by a company, which is totally different among the whole industry and welcomed by the consumers. When a company provides customers with a unique valuable product, not just a low price, it is differentiated from other competitors. The differentiation strategy can help the company get a premium. If the premium achieved exceeds the cost of developing of the product, the implementation of the differentiation strategy will bring higher efficiency.

[bookmark: _Toc17331]2.3.4 COMPETITIVE ADVWANTAGE
The competitive advantage is the advantageous resources, more advanced modes of operation, and products and services that better meet market needs obsessed by one company. Through the above-mentioned one field or multiple fields to form a core competitiveness superior to the competitors. They make customers more willing to choose its product or service as first choice, to help this company to be more competitive and earn more market share comparing with its rivals.

[bookmark: _Toc4615]3. MAIN BODY
[bookmark: _Toc30147]3.1 STRATEGY OF ADIDAS
Adidas implements a broad differentiation strategy to enhance brand competitiveness through innovating products and services. In 2014, Adidas established the centralized Sales Strategy & Excellency team to develop and innovate the global market for multi-brand portfolios with significant competitive advantages, which creates a global sales function for business activities and global brand functions. The global marketing function is also divided into two departments, wholesale and retail, to cater to the multiple needs of these two departments. These functions and teams are established to support the company-level strategy for the long run by making their best efforts to increase the competitiveness of Adidas. The multi-brand strategy they implemented by having a diverse brand portfolio provided them the opportunity to satisfy their diversified consumers. This made them competitive with other sport brands which only cater to single consumers.

[bookmark: _Toc30679]3.2 IMPLEMENTATION OF THE STRATEGY
[bookmark: _Toc23921]3.2.1 Technical Innovation 
Adidas' business model is designed to personalize high-performance products tailored to the specific needs of athletes and consumers. Adidas focused on finding the best marketing and distribution channels worldwide through an assessment of consumer buying behavior in different countries. Adidas' supply chain is closely linked, which makes personalized products viable and therefore the brand becomes more popular. In addition, the corporate culture of the Adidas not only sets up the innovation department, but also requires all employees to be innovative, which makes the company's speed of innovation faster. In 2014, based on the latest technical assessments developed by Adidas, the newly designed products can significantly improve the performance of players, including football, tennis, basketball and other training shoes. Adidas updated the running shoes with a new ventilation system called ClimaCool, and A3, an energy management technology for guiding and driving athletes (Ming & Hu-Ke, 2014). E-commerce is another marketing tool developed by Adidas to attract a wider range of customers with more convenient shopping methods. In 2016, Adidas began to introduce personalized custom shoes online to the public globally. Customers can choose their favorite sneaker styles, color schemes and decorations on the Adidas website to create a pair of unique sneakers. This has led to a significant increase in sales of Adidas. Adidas knows how to use the consumer's personal preferences to promote their products and provide the best brand shopping experience. This strategy has made global investors very optimistic about the innovation speed model in the Adidas supply chain therefore to buy their stock shares. In the long run, the public ownership structure of each company's public ownership structure is an important part of sustained growth. 

[bookmark: _Toc19990]3.2.2 Market Positioning
It is well known that the sporting goods market has a distinct age stratification. People of different ages have different needs for sporting goods. Therefore, determining the age level of marketing objectives is extremely important. In 1988, due to the uncertainty of Adidas' marketing objectives, its market share declined sharply. In order to recover the losses, Adidas quickly set up a special market analysis department, regularly collecting data to analyze the sports goods market environment, and propose appropriate strategies to correct its market positioning. The final strategy is to stop producing and selling at any age level in the past, but to target young people between the ages of 12 and 20 who are the largest potential consumer groups of sporting goods. At the same time, the street basketball games were promoted on the streets of various countries to attract young sports fans of this age to participate in the competition to purchase Adidas products  (Ciocchetti, 2013). Clear marketing objectives have made Adidas' market share no longer falling, and gradually occupied a considerable portion of the market.

[bookmark: _Toc10494]3.2.3 The Acquisition of Reebok
In August 2005, Adidas successfully converted Reebok into its subsidiary for $3.8 billion. Reebok is the third largest sports brand manufacturer in the world after Adidas and Nike, and has a strong brand influence and market operation foundation on a global scale. This is a successful acquisition because the markets of Adidas and reebok do not coincide. Adidas, who are good at designing professional basketball shoes and soccer shoes, targets mainly to athletes. Reebok's products are primarily aimed at the masses who are pursuing fashionable trends. Although they are not as professional as Adidas, the sports shoes they produced are enough to meet the sports needs of the general consumers. Therefore, the combination of Adidas and Reebok strengthens the competition of Adidas. In addition, Reebok and basketball star Yao Ming signed a lifelong sponsorship contract in 2003  (Roulin & Krings, 2016). As Adidas rarely cooperates with Chinese stars, this cooperation has greatly increased the brand publicity of Adidas, which originally lacked some affinity for Chinese consumers.

[bookmark: _Toc7724]3.3 ADVANTAGES AND DISADVANTAGES OF THE STRATEGIES
Nike and Adidas are the world's largest sports brands. Adidas, second only to Nike, is the world's second-largest manufacturer of sporting goods, but there is no doubt that both brands are loved by consumers around the world. Adidas' target consumers are football and tennis players and enthusiasts, mainly in Europe, but also internationally. Adidas has taken a dominant position in the indoor football market. Nike is more popular than Adidas because of the star sponsorship of well-known basketball players. Although Nike's main market used to be in the United States, it has been developing in the global direction in recent years. And because football is considered to be world sports, Nike has recently tried to open up the field of football and has gained international recognition  (Su & Rao, 2010). Differentiation strategies can give Adidas a greater market share. But a successful differentiation strategy needs to make Adidas different. Customers often choose between Adidas and Nike sport shoes, so the differentiation strategy will make the shoes of the same price from those two brands different and choose the better pair.

[bookmark: _Toc18335]3.3.1 Decrease of Operational Risk 
Nike also implemented a broad differentiation strategy. It divided its product line into three segments, men, women and children. Also, it manufactured not only sports shoes, but also bags, watches, glasses and so on (Gao & Hafsi, 2018). This is the same as Adidas, which also owns not single manufacturing line under this strategy. Different needs of customers would be satisfied. And Nike and Adidas can utilize the potential for each submarket to maximize their market shares. Therefore, it can significantly reduce the operation risks. If they do not perform well in one submarket, they still have other to conquer (Grant, 2014). However, for those small-size companies, if they cannot survive in the single market, then they might go bankruptcy.

[bookmark: _Toc8259]3.3.2 Increase in Sales 
The price leadership strategies that Nike used set the price of the product based on the value that consumers put on the particular products, which target to high-level consumers.  Whereas, the strategy Adidas used is to centralize most of its products and resources on places where there are customers worldwide. But one thing in common is that both Nike and Adidas implemented distribution strategies to explore new markets around the world and opened numerous retail stores in different parts of the world (Hadi, 2015). Also, as the introduction of online shopping, e-commerce and internet helped to increase the sales of products of Nike and Adidas online also decrease the cost of operating largely.

[bookmark: _Toc1934]3.3.3 Lack of Loyalty
The premium pricing strategy of Nike can figure out customers who have the potential to increase loyalty to Nike. As the loyalty could be established between Nike and consumers, it’s beneficial for Nike to link those consumers with their prices. Therefore, Nike is sure that those consumers are willing to buy products with a Nike logo. However, as for Adidas, which did not implement this strategy to intentionally cultivate its costumers’ loyalty, it would be hard to lock in its consumers (Ly & Alliot, 2018). People may buy sport shoes designed by Adidas and then if there is a pair of new shoes launched by Nike, they will turn to Nike. While under the premium strategy of Nike, consumers focus on the products of Nike and would not choose Adidas.

[bookmark: _Toc28028]3.3.4 High Marketing Cost 
The financial statements of both Adidas and Nike shows that the profit declined right after they implemented the differentiation strategy. This is because the cost of marketing is too high, which makes the cost per unit increases. For example, when the sales decreased, Adidas used the differentiation strategy to recover the loss. But there is a huge amount of cost for Adidas to set up the special market analysis department and collecting numerous data to analyze the sports goods market environment. So, even the total sales revenue increased again, the cost also increased. Therefore, that’s the reason why many companies can earn more market share after implementing the differentiation strategy but their profit declined (LIU & CHENG, 2012).

[bookmark: _Toc23024]4. RECOMMENDATION
Only by developing and implementing the right strategy can the company succeed and be sustainable. Strategy can help companies clearly understand their own shortcomings and correct them. A good strategy can simplify the business and make the company spend funds on the necessary places (Lebron, 2010). In order to gain a foothold in today's increasingly fierce business environment, companies must develop innovation and differentiation strategies. As mentioned above, Adidas maintains its position in the market under the leadership of the differentiation strategy. But Adidas' strategy is biased towards design innovation and marketing innovation. In order for the brand to continue to develop in a sustainable direction, Adidas should develop a suitable strategy in reducing production costs and time to maintain the role of the leader in the sportswear market. Also, Adidas has to learn how to establish royalty with its customers to lock in sales and revenue. Moreover, Adidas should try to minimum its cost for implementing the differentiation strategy to maximize its profit.

[bookmark: _Toc9419]5. CONCLUSION
In general, the differentiation strategy will make customers more willing to buy sport goods produced by Adidas and increase its competitiveness. When it comes to top sports brands, people will definitely think of Adidas. This shows that the differentiation strategy has already benefited Adidas, which offers a wide range of sports products at an affordable price and continues to bring innovative products and services to the sports market. Whether long-distance running shoes for marathon runners or fashion sportswear for social events, Adidas is always very popular. Although Adidas produces sports products of good quality, the prices are normally lower than Nike. Many competitors try to imitate the successful model of Adidas, but it is clear that consumers will only be loyal to the original.
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