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[bookmark: _Toc531038988]Executive Summary

Within this report, the purpose of writing was to analyse the company Adidas’ strategies in how they are successful in their field of business and work. I have explored Adidas’ ways of survival and success and how they maintain their high status while looking at ways the can improve or are failing to improve. The founded company of Adidas has been thriving since 1924 when it was discovered and ever since it has had an unbelievable amount of profit and success given into it causing heavy growth in the industry. Adidas’ strategy is very basic while being quite specific because they choose their target market with care and a lot of productive research. I concluded that Adidas has found a way to find equilibrium between their strategies’ advantages and disadvantages. They do this by following Michael Porter’s generic started and method is why their way of cooperating is so simple but intricate. One of their best strategies are cost leadership in the industry and one of their worst is that they need to be able to know where to stop with cheap production in order not to cross the line and reduce their company’s quality. Their recommendations contain being more careful with their customers and how their views should also always be considered because wrong decisions can lead to a loss of customers.




[bookmark: _Toc531038989]Introduction
This report will be focused on the Adidas company and how they have reached their current position as a business. Adidas is an extremely well-known brand, and to be able to develop to such a highly competitive level, a series of strategies are used by this company to keep them successful. (Alsbiei, 2015)Having such a broad product portfolio certainly helps their case. To discuss adidas, Porter’s Generic Strategies model will be applied on this assignment.

Adidas has achieved its high value by working on its brand image, they have been able to reach a strong financial position allowing them to be a very well-known organisation.
By the end of this report, I will be highlighting the most important actions undertaken by this company and evaluating advantages and limitations of their used strategies. Finally, I will come up with ways in which the company could improve in order to receive an even higher category within its competitors.

[bookmark: _Toc531038990]Background of the Organisation
Adidas was founded at 1924 by Adolf "Adi" Dassler, he started the company with production of shoes but over time, Adidas became the biggest manufacturer of sportswear including clothing and accessories. This company is reaching their goals by using the three brand names Adidas, Reebok and TaylorMade adidas Golf. (Robert n. Lussier, 2004).
 Reebok was founded in 2005 while TaylorMade Golf was founded in 1979 and sold by Adidas in 2017.
The fact that sport plays a crucial role in the population’s everyday lives, inspires them to be the best. Their aim is to be able to please the customers by always staying on top of trends and produce the highest quality products. (Adidas, 2017) .This company is widely operating in Europe, North America and Asia with 56888 employees in 2017. Annually, adidas makes approximately 28 billion euros according to the most recent reports. (group, 2014).
 The head office of the Adidas company is placed in Germany.

[bookmark: _Toc531038991]Definitions of Major Concepts
· Strategy: this means having a plan of action designed to achieve a long-term goal.
· Business level strategy: the actions taken by a single industry in order to market a specific, individual product, while competing with others.
· Competitive advantage: this is a circumstance which puts a company in a favourable business position.
· Cost focus: emphasizing cost minimisation within a focused market.
· Differentiation focus: pursuing strategic differentiation within a focused market.
· Marketing and sales: making sure the customer is aware of the available products.
· Niche: ​denoting or relating to products, services, or interests that appeal to a small, specialized section of the population.



[bookmark: _Toc531038992]Porter’s Generic Strategies

According to Porter, in order for any organisation to outstand in a competitive market, they need to be following a clear strategy. Michael Porter introduced a way of which the company can gain competitive advantage. His generic approaches were divided into three different sections which can be applied to any organization of any size. These approaches are “cost leadership”, “differentiation” and finally “focus” which is subdivided into “cost focus” and “differentiation focus”. If an individual company bears all four categories in mind when producing their products, the business will be able to reach their accomplishments.
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The cost leadership strategy is when the firm aims to become the low-cost producer in the industry. If a firm can achieve and sustain overall cost leadership, then it will be able to become an above average performer. At the same time making sure the prices are near the industry average is important so that they do not lose profit. (Mindtools, 2016).
The differentiation strategy is when a firm seeks to be unique and stand out from similar businesses but at the same time be valued by customers. If a firm can manage to sustain differentiation, they will be able to be an above average performer in the industry. A differentiator always seeks ways of differentiating that leads to a price premium greater than the cost of differentiating itself.
The focus strategy has two segments. In the cost focus firm, they seek cost advantage in target segment while in differentiation focus, the firm focuses on the firm differentiating in its target sector. (Porter, 1985) 

[bookmark: _Toc531038994]Main body

The cost leadership strategy is all about the company focusing on the price. This means from the purchase of the raw material to the cost of marketing. Making sure the correct amount of money is spent on each process of the production is really important because it determines how much the final product should be sold for. The majority of the goods at Adidas are manufactured in companies based in Asia. they are private contractors in low wage countries such as Thailand and Indonesia. This way, they are able to spend more money advertising the products promoting their image to the society. This allows the business to stay ahead of the competition. Additionally, spending less money on production allows them to sell the product at a reasonable price and still be able to gain profit from the sportswear by having fewer variable costs. (Hussain, 2015).
The differentiation strategy is one crucial strategy which adidas focuses on thoroughly. In order to attract customers, the company has to make sure their products are always new, unique and innovative. Even though Adidas goods are high quality, they are priced lower compared to the competitors. This gives them contrast and allows customers to stay loyal to the brand because they’re prices are constant and fairly affordable by most groups of people. Furthermore, as Adidas has been a sports brand for a long time, they are able to advertise a wide variety of sports which appeals to a bigger population rather than if it was focused on one particular sport. The company also focuses on a casual line of clothing which lures in more people. However, differentiation does not necessarily need to be focussed on the product itself but also applies to the marketing approach, delivery method or even how it is sold. Adidas is very focused on maximizing its visibility on worldwide broadcasted events in order to communicate with the consumers. (Adidas, 2016), (Porter, COMPETITIVE ADVANTAGE, 1985).
Both subcategories of focus are about how Adidas has certain target group. The main audience for their product would be people between ages 20-29 and also teenagers between ages 14-19. However, the majority of its customers are the age group 15-30 years who are upper middle class. Having a wide target audience means that the brand has more fans and therefore more loyal customers, allowing them to stay ahead potential competitors. Adidas has played a big part in being involved in national and international sport events such as the NBA, The World Cup and the Olympics. Their key focus sports being basketball and football. This is a way in which their products are advertised. Using e-commerce helps them vastly as they allow consumers to design their own products and this way and also they can spread their brand as the internet is widely used by millennials and teenager. Adidas can take ideas of different trends and produce more of their high demand products and advertise this through e-commerce. (Lewis, 2015)


[bookmark: _Toc531038995][bookmark: _GoBack]Advantages and limitations
[bookmark: _Hlk531030340]
Adidas benefits from using the cost leadership strategy by spending a lower budget on production of the goods and making higher profits when the product is sold to the consumer as mentioned previously. The company sells their product at a lower but competitive pricing therefore if other companies invest more for the production of their products of similar quality, Adidas will have the competitive advantage. Additionally, Adidas is able to use the profits they have made to increase customer demand and market share. This can be achieved by retaining their profit and entering it back into the business and allow new innovations and investments, which result in higher profit levels. Adidas has a lower than usual cost leadership allowing them to have more capital resources available to fund growth. Therefore, it can make competitors hard to catch up and beat them.
On the other hand, the company has to make sure attempting to have a low-cost position, their prices are not reduced to the point where they are not able to have a satisfying customer service because this could lead to driving customers away which is harmful to the business. Lowering the costs should also not affect research and development because this can lower their knowledge of trends and preferences. Being able to produce new products and new features is an important factor of having the competitive advantage. (Hassan, 2015).


Using the differentiation strategy, allows the company to sell products with a premium price because of the uniqueness of the goods, and the highly developed product. Adidas confidently has loyal customers which helps them keep the business stabilized even during the market downturns. (Rivera, 2018) One way they carry this out is by sponsoring teams in worldwide broadcasted events, attracting sports fans to their well-developed products. Furthermore, there are disadvantages to using the differentiation strategy such as the fact that other companies could replicate their products and stealing customers. Also, implementing a differentiation strategy needs resources and is very costly.

Focus strategy occurs when Adidas focuses on a specific niche in the market and concentrates on offering products to that segment of the population. This is beneficial as the organisation can pay more detail and spend more time developing suitable products for a specific group of people, allowing them to understand the product and test its uses. Using the focus strategy means that the company will receive a reputation for specialisation of individual products. Having a target audience group narrows down what the business needs to focus on the most and being able to high quality goods which adapt to their lifestyles. However, the limitation of using this strategy could mean that there are limited opportunities for growth also meaning that there is a possibility of outgrowing the market. (Frank Piller, 2017) ​.
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After analysing the strategies that adidas can adopt to improve their business, using porter’s generic strategies may be effective. The company has to think about the strategies it needs to focus on. It is important to use the most effective method to have the best outcome. Michael Porter’s generic strategies have both benefits and limitations. The company, Adidas in this case, needs to accomplish its goals by making sure they do not exceed the limit and that the management thinks about which aspects of the model suits the situation of the business. Finding an equilibrium between all the strategies will allow them to have the best outcome. Adidas should be acting according to the needs of the consumers in their specific market and therefore gain competitive advantage.

[bookmark: _Toc531038997]Recommendations

After the extensive research and analysis of Adidas’ business, success and strategy, I have come to a few conclusions in how they are successful and more importantly how they can improve to become more successful, popular and well known in general. I have discovered that Adidas targets a very large range of ages and people around the whole globe. This can obviously become extremely stressful and intricate in trying to meet every target market’s need and wants. Therefore, in the future, adidas should perhaps carry out primary or secondary research within their customers and discover which sub group is the most supportive and popular in their range of 14-30-year olds. This can help them become more focused, precise and accurate during marker research, which can attract more potential customers and allow existing ones to become loyal and extremely satisfied with their purchases towards one of their most preferred way and methods to shop for sportswear.

Another important way adidas could use these recommendations is by improving their methods of production. Although using low labour costs from Asian countries to gain the least costs for production is beneficial to the amount of profit they make, and their breakeven point, Adidas is a large enough company wit enough customers to be able to make their production be based within other countries. The reason for this is that, some pressure groups within their customers or target market could be against cheap labour or unfair wages. This is a very easy and encouraging way to lose customers because people in society are judgement and put lot of pressure on businesses. Therefore, making their opinion happy can spread the fact that Adidas is fair and kind towards its citizens which will attract and persuade more customers to take part in purchases and their business contribution as a whole.

Furthermore, again by looking at their target market, I can identify that most customers prefer to stay in trends and fashion influencers’ levels. Therefore, they will look for the most well-known shoes, clothing and accessories. Its important that while they like to differentiate and be niche, they should also consider basic needs and basic products Always setting trends could not be beneficial because it is risky within such a young and influential age range. They always want to look up to idols and use their style and behaviour to build themselves by developing their selves. Therefore, it’s extremely important that Adidas takes close observations at influencers of the target market because they can introduce various products that u suit their needs and inspirations.
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