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[bookmark: _Toc530998677]Executive summary 
This report is going to discuss a strategy that is employed by the sports clothing company Adidas. The report is going to discuss background and history of the organisation providing some facts and interesting statistics, as well as discussing mission vision of the organisation. Follow up will be a definition of major concepts such as meaning of strategy and business level strategy some diagrams will also be included. The report will discuss all Porter’s generic strategies providing a definition of every single one of them there will also be included any criticism of the approach. This report will be identifying which strategy Adidas is using and analyse three main implementations of the strategy with use of examples. Follow up will be advantages and disadvantages of the identifies strategy. The report will be finished off by couple recommendations for Adidas to take on board regarding to the strategy they are using. The report will end with a short conclusion. 


[bookmark: _Toc530998678]Introduction
[bookmark: _Hlk530689690]The purpose of this report is to identify and discuss competitive strategy that sports clothing chain Adidas have adapted in order to develop their competitive positioning in the market. Discussion of what competitive strategy they have adapted and what actions they have taken on this strategy. This report will include a critical evaluation of the strategy which helped them develop their market positioning, including the advantages and limitations, following with appropriate recommendations. 

[bookmark: _Toc530998679]Report remit
The purpose of this report is to identify and discuss competitive strategy that sports clothing chain Adidas have adapted in order to develop their competitive positioning in the market. Discussion of what competitive strategy they have adapted and what actions they have taken on this strategy. This report will include a critical evaluation of the strategy which helped them develop their market positioning, including the advantages and limitations, following with appropriate recommendations


[bookmark: _Toc530998680]Background of the organisation
The history of company adidas begins in 1924 in Bavaria, Germany Adi Dassler decided to develop on a mission to provide athletes with the best available equipment, the company started off with 47 employees who registered the famous three stripes. Effectively the lightweight footwear wrote history during World Cup final in 1954, making Adidas famous, and working hard to earn the trust of top athletes. Adi Dassler stated that his key to the success was actually meeting the athletes (Adidas, 2018). Each organisation has its own vision and mission vision is the source and main idea of the company, a picture of how company should look like in the future, stating core ideology and purpose. Whilst mission is the statement of company’s core purpose which makes it distinguishable from other companies, it’s a core purpose that should be unchanging (Sabrautzki, 2009). Adidas states that their mission is to be the best sports company in the world, aiming the sell the best sports and fitness products. They state to achieve this mission by passion for sport and sporting lifestyle creating products tailored to individual needs and wide spectrum of customers. They target strong market position in all markets prioritising investments with long term growth and profitability. Creating flexible supply chain provides constant flow of new products and high service level committing to meet full range of customer needs. Their strategic business plan until year 2020 is called “creating the new” and this is their ambition to further accelerate the growth of the company (Adidas, Adidas, 2018).

[bookmark: _Toc530998681]Definitions of major concepts 
Strategy is a long- term direction of an organisation, this has two advantages first one means that long term direction of organisation can include deliberate, logical strategy. Second is that long-term direction can include strategy that emphasises the difference and the competition (Johnson, 2008). The role of strategy is to achieve a competitive advantage for an organisation, competitive advantage allows an organisation to meet customers but be difficult to imitate by the competitors. Strategy helps to achieve different goals and objectives by setting out a route to achieve that target, however it is constrained by the company’s capabilities (Henry, 2008). 
Business level strategy focuses on how an organisation is going to compete within particular industry or market (Mintzberg, 1994) Business level strategy focuses on how to build and maintain competitive advantage in each of their markets (Furrer). Regarding to business level strategy leaders must ensure that the strategy fits in well with the business model to achieve highest possible performance, business level strategy is forever changing to adapt to opportunities and threats in the external environment. There are five different types of business level strategies cost leadership, differentiation, focused cost leadership, focused differentiation and integrated cost leadership the company chooses suitable type depending on the competitive advantage (Duane Ireland, Robert E. Hoskisson, Michael A. Hitt, 2009).
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Figure 1Diagram of five business level strategies. (Dhankhar, 2010)

Competitive advantage is what makes goods or services superior to all of customer’s other choices this strategy works for any company in individual or competitive environment. To create competitive advantage the company must be sure of the real benefit of the products they provide, understand the product features and how they benefit the customer being aware of the changing trends. The ability to target the customers and their needs and create the drive for economic growth. It’s also important to identify competitors and the similarities in the products (Amadeo, 2018).
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Figure 2 This is a diagram of competitive advantage (Ling, 2018)












[bookmark: _Toc530998682]Generic Strategies

The model that will be applied throughout this assignment will be Porter’s Generic strategies. There are three potentially successful generic strategies that could help to outperform other companies such as overall cost leadership, differentiation and focus. Porter suggests that most fundamental choices facing any business are the scope of markets that attempts to serve and how it attempts to compete (Macmillan, 2000)
There are three parts of the model, the first one called overall cost leadership requires construction of efficient- scale leadership through set of policies aimed at the objective. The aim is to achieve low cost in comparison to the competition, although service and quality still play an important role. Low- cost position defence the company against powerful buyers, and also provide defence against powerful suppliers. Low cost position often requires high market share or favourable access to raw materials (Porter, 2004). 
(Porter, 1985)States that differentiation is described when the company is seeking to be unique in the industry whilst keeping the qualities that are highly valued by buyers and seem as important. Differentiation can be based on the product itself as well as delivery system or marketing approach. Firms that focus on differentiation often end up above average performer in industry. Differentiator must always seek for ways of differentiation that lead to cost premium higher then cost of differentiation. Differentiation strategy requires companies to choose in which way to differentiate themselves and be different from the competitors. 
Focus in generic strategy means focusing on particular customer group, product segment or geographic market, the strategy is focused on company being able to serve narrow particular target group more efficiently than competitors who are broader. Effectively the business achieves differentiation either better meeting needs of particular target, or lower cost in serving this target. However, focus strategy does not achieve low cost or differentiation (Porter, 1985). 
[image: Porter's generic strategies Â ]
Figure 3This is a diagram of Porter's generic strategies (Nedelea, 2013)

[bookmark: _Toc530998683]Criticism of the approach 
Porter’s generic strategies work was published in 1980’s and has been challenged by the marketing changes such as in this revolutionary day the model developed by Porter is now too simplistic, as the competitive environment became more hostile. Growing competition and globalisation makes the business increasingly complex increasing in uncertainty and dynamisms. Today’s markets have moved beyond the segmentation and the consumer forces have now increased (McManus, 2008).
Some companies fail to effectively apply any of the generic strategies which means that the company is stuck in the middle. If it does not offer features that could convince consumers to purchase the goods and its prices are too high to compete on the price base (Bucket. org, 2018). Porter has stated that strategy is as much about executive deciding what firm is not going to do as about deciding what firm is going to do (Porter, 1996). The company that is stuck in the middle is in extremely bad strategic situation.
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Figure 4This is a diagram of all Porter's generic strategies including stuck in the middle (Verma, 2018) 

[bookmark: _Toc530998684]What is strategy? 
Strategy is a long term direction of an organisation and is typically associated with the scope of organisation’s activities such as what area or activity the organisation should focus on. Advantage for organisation over the competition such as providing better value or services. Strategic fit with the business environment as organisations need to appropriately choose their positioning in the environment, values and expectation also play a big role. Strategy achieves advantage in changing environment through configuration of resources (Johnson, 2010). 

[bookmark: _Toc530998685]Implementation of the strategy 
The strategy that the organisation Adidas has implemented is differentiation, there are three examples of implementation of this strategy. Product differentiation is very important in the industry of sports clothing this is because there are many similar companies such as Nike and Puma. Differentiation strategy is one that creates perception that the product or service is unique this can be brand image, design or technology however the companies differentiate over number of dimensions. Differentiation succeeds amongst generic strategy because it provides brand loyalty which insulate from the competition. Loyalty is reflected in degree where the customers are less sensitive to price (Genus, 1995). Porter Differentiation is development of unique features or attributes in product or a service that position it to appeal especially of total market. Differentiation sets barriers by forcing new entrants to spend extra funds or take longer to get established (Lynch, 2003).
Brand differentiation is an important factor to make the company stand out, consumers tend to respond different to different brand images, which is the way the consumers perceive the product. Image differentiation is important for the company therefore, effective brand image establishes product’s character and value, it conveys the character in a distinctive way delivering emotional power (Bhasin, 2017). Adidas uses brand differentiation by receiving a lot of mention over the Olympics 2012 as their logo was everywhere to be seen such as athletic uniform and equipment. Adidas also focuses on brand’s social media by posting on Facebook and twitter 90% of it being about industry and interaction with customers (Macias, 2014). Adidas id trying to brand differentiate by trying to target new market with a shoe that is made almost entirely from plastic from the ocean, hoping to target new market especially costumers that care about sustainability (Patridge, 2017).
Product differentiation is a second example of how Adidas used differentiation as their strategy. A product is said to be differentiated if any significant basis exists for distinguishing the goods or service from the competition. Differentiation is often based upon certain characteristics of the product such as trade-marks or names (Anderson, 1992). Adidas states on their website that they use product differentiation by focusing on high quality, unique variety of clothing for moderate prices bringing new features to the market (Adidas, 2018). Adidas’ product differentiation helped to target the most vulnerable young consumers according to (Butler-Young, 2014) young people expect brands to innovate, experiment and use new technology and Nike and Adidas are the two brands that do that, stating that Adidas said it has made a few strategic moves recently targeted at creating statement around innovation for young consumers, this means that the organisation meets the needs of customers more than others this allows the product to derive an advantage from its pricing. 
Adidas uses differentiation strategy by the use of celebrity endorsement Porter stated that it is necessary for the producers to incur extra cost for example on advertising (Lynch, 2015).  Adidas does this by involving celebrities into the marketing strategy and using celebrity endorsement. In 2014 Adidas collaborated with Kanye West on sneakers and clothing line, following years Emma Stone, Taylor Swift and Justin Timberlake were photographed wearing Adidas. The company is trying to engage their fans on social media by creating a contest and asking them to Tweet pictures of them wearing Adidas. The company focuses on social media as many 14-24 year olds spend a lot of time on there (Barker, 2017).  The main advantage to using celebrity endorsements is that it helps the customers to remember the brand advertising and making customers believe that the product contributes to a superstar status. However, there are also risks of using celebrity endorsement such as change of image and what celebrities do might affect the brand imagine and possibly put some customers off as well as celebrities might overshadow brands meaning that customers remember the celebrity but forget the brand or a product (FrogDog, 2013)

[bookmark: _Toc530998686]Advantages and disadvantages of the strategy
Some companies tend to use the implication of combination strategies where they apply various strategies to provide multiple types of value for customers. The benefit of applying low cost and differentiation is that it’s difficult for the competition to imitate or duplicate. The goal is to provide unique value in efficient manner, this method can effectively lead to lower costs (Dess, 2016). However, Porter argues that cost leadership and differentiation are such fundamentally contradictory strategies, which require such different set of resources that any firm attempting to combine the two would wind up stuck in the middle and fail at the performance. The reason is that cost leadership requires standardized products with few features, however differentiation focuses on offering unique benefits and features which almost always increase production unique and marketing cost (MBA Knowledge , 2019).

[bookmark: _Toc530998687]Advantages of differentiation 
Differentiation strategy puts the company at advantage in comparison to new entrants, this is because it provides brand loyalty. This means that the company has the abilty to obtain the premium prices from customers and enables the company to enjoy strong profit margins, the company can charge premium prices with confidence as it has high corporate identity. Brand loyalty is very important because this means that the customers are not price sensitive and is unlikely to switch to another brand which is trying to sell similar products at a lower price, therefore differentiated product makes it difficult for the competition to lure the customers and adopt the products (Open Libraries, 2018). 

[bookmark: _Toc530998688]Disadvantages of differentiation
Competitors can gain advantage over a company with a differentiation strategy by cutting into their market share by offering standardised products with a high quality. Also, up and down-market products will interfere with differentiation as they can reduce the decision cost of customers (Global NP Solution , 2015).
Implementation of differentiation strategy can be costly and may take year for the company to achieve a strong brand image. There is a high risk that the taste and preference of consumers will change over the being time period, this means that the company may not have sufficient demand which might effectively lead to loss (Hassan, 2018).

[bookmark: _Toc530998689]Recommendations
Adidas is using differentiation strategy therefore there are some possible recommendations that Adidas could take on boards to improve their strategy. Adidas needs to be aware of the competition from other sports companies such as Puma or Nike. It needs to make sure it stands out giving the customers a feel that the getting the best possible quality and service. Adidas also need to be aware of the new trends and need to stay on top of it, especially when it comes to forever changing young customers. 
[bookmark: _Toc530998690]Conclusion
Adidas has implemented the correct strategy as it has helped them to have a strong place in a very competitive market, which is currently growing due to increase of sports industry. Using celebrity endorsement has helped to encourage youth to purchase the products. The use of differentiation strategy has resulted in Adidas having loyal customers which also means they change charge a premium price. There is a big competition in the market however Adidas is managing to stay on top of it and keeping its strong competitive position. Differentiation is a good strategy as it puts the company at advantage in comparison to the competitors allowing the company to charge premium price and ensuring brand loyalty which means that will be returning customers and high demand for the brand. 
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