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This report is going to be about Nike’s operations management. This company has a very interesting production process, and the fact that it produces far from customers also add an issue about delivery. Indeed, it is interesting to understand how it works. 
Moreover, it will be discussing how the company measures its performance, with which measure tool… Slack’s 5 performances objectives will be applied to the company to see which one is efficient or not. 
The objective of this report is to analyse and discuss about Nike’s operations management, and to give recommendations about what can be improve. To do that, the company is going to be presented in a first place, secondly the products, customers and their expectations will be stated, then Nike’s operational organization will be explained, and finally there will be some recommendations about what Nike can improve.
	 
Content: 


Abstract:	2
Background:	4
What does the company sells, to who, what are their expectations?	6
Its products	6
Its customers	7
Their expectations	7
Nike’s operational organization	8
5 performance objectives by Slack et al	8
The 5 performance objectives applied to the company	9
Discuss	11
Conclusion	13









[bookmark: _Toc500427076]Background

Nike, originally known as Blue Ribbon Sport (BRS), is a multinational corporation founded in 1964 in the USA, by the track athlete of the University of Oregon, Phil Knight and his coach, Bill Bowerman. The company was initially a distributor for a Japanese shoe maker, which is known today as ASICS. Two years later, the company opened its first retail store, in Santa Monica. During this year, the sales increased quickly, so in 1967, the company expanded its distribution to the East coast of the USA, and opened a store in Massachusetts. During this time, the company was still working with Onitsuka Tiger, the Japanese company. But in 1971, the relationship between them was coming to an end, Blue Ribbon Sport officially became Nike Inc. and was preparing to launched its own footwear line. During the next years, the company hired people working on the advertising part, which was very important because it was a new company, so it was not known by the customers. In December 1980, the company finally went public. In 1984, basketball became the number one sport of the brand, after the famous basketball player Michael Jordan signed a contract with the brand, and created the footwear line Nike Air Jordan. This contribute to the rise of the company. One of the most important strategy of the company was advertising. A lot of prints and televisions advertisements have been created to promote the brand, also, the company worked with an ad agency, to find a slogan. Dan Wieden, the co-founder of this agency find it, in 1988. Today, the slogan “Just Do It” is still well-known and very famous. In the 1980’s, Nike expanded to the world and started to sell other products than footwear. 1997 was a terrible year for the company, which was accused to work with suppliers employing children. In 2003, Nike bought Converse shoes, and continued by buying other companies during the next years. Nowadays, the company is the sponsor of a lot of basketball and football teams, athletes… In 2014, the company has been ranked #1 sport brand in ‘The Forbes 40: The World’s Most Valuable Sport Brand on 2014” (Soni, 2014).
About its supply chain, Nike do not own any factories, so the company is outsourcing its production by working with subcontractors, mostly in Asia (Vietnam, Philippines…), and in South America. This is a strategic decision that the company made, the factories are closer to raw materials and cheap workforce. Once the products are manufactures, they are transported from the factories to Nike’s distribution centres located everywhere in the world (Australia, Europe, Latin America…). And then, the products are distributed to its retailers, to the Nike branded stores, and also to the customers who ordered online. (Appendix 1)
In 2017 there were 74 400 Nike’s employees in the world, split in 1 142 stores. 

[bookmark: _Toc500427077]What does the company sells, to who, what are their expectations? 

To understand the company, it is important to know what are its products, customers, and what are their expectations. 

[bookmark: _Toc500427078]Its products
Since the past few years, sport became more and more an important part of people’s way of life, especially since it became very popular, particularly on social medias, to eat healthy and to be sportive. Thanks to this, the sport brands, including Nike, gained a lot of customers. Moreover, the fact that a lot of athletes are in partnership with the brand, it encourages people to do sport.

Nike is a company selling footwear, sport equipment, accessories. It sells shoes for running, soccer, basketball, exercises clothes, bags… To sum up, it mainly sells sport equipment. But they also have products designed for kids, and the company also have a line of clothes for casual and leisure. 
In May 2016, the company decided to focus on 9 categories of products: 
· Running;
· NIKE basketball;
· The Jordan Brand;
· Football;
· Men’s training;
· Women’s training;
· Action sport;
· Sportswear (sport inspired lifestyle products);

The latest product Nike has been released on the 1st of December of this year. It is a sport hijab, indeed, the company decided to create it because it was a demand from the customers. Before being released, the product has been tested multiple times by different athletes doing different sports, so it could be improved before being sold. After some modifications, the hijab has been released. It only exists in black for the moment, but the company is working on producing it in white and grey for the beginning of 2018. (C.W, 2017) 
Another thing Nike is proposing to its customers is applications for smartphones. They released different free apps, on which it is possible to check and buy products. One of their most famous one is Nike+ Running, it is an application able to measure and record the distance that has been walked or ran during the day. The application also gives a personalised coaching to the users, it also allows the users to share theirs runs with other users etc. With is app, Nike is getting closer to its customers, the company not only sells products, but also give them advices and support them in their workouts.

[bookmark: _Toc500427079]Its customers
Nike is very focused on satisfying its customers. The company is always testing and improving its products to meet customers’ demand, launching new products customers’ are asking for, supporting its customers…

“Everything we do starts with the consumer” Mike Parker, CEO, 2015

According to what the brand sells, we can deduct that its customers are mostly people doing sport. But an important part of its customers are sneakers’ lovers (Bowman, 2016), indeed, even if Nike is a sport brand, nowadays anyone can wear Nike shoes. 
Also, Nike is currently focusing on expanding its women line, because the brand think that it is a market with potential. For that, Nike opened a store only dedicated to women in California in 2014, and last year the company saw its sales of women equipment increase of 15%. 
“We’ve seen consistent growth in our women’s business, because we know this athlete is demanding more from brands, across products, across services, and across experiences." (Mark Parker, 2016).
The most important thing to satisfied the customers is to understand what they are waiting for.
 
[bookmark: _Toc500427080]Their expectations
Nike’s products are often quite expensive, but most of its customers still buy it because they know that if they buy it for a high price, it is because it is a high quality product. The first, and almost only expectation of Nike’s customers is quality, indeed, high-quality product means high expectations from the customers. Most of the time customers are expecting a resistant product, in which they are going to be comfortable to do sport, that will protect their bodies from impacts (especially for shoes), that will be efficient... They are expecting that the product they bought will worth the money. 
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The second part of this report is going to be about how does the company evaluates the performance of its production, and it will compare to the 5 performance objectives as defined by Slack et al. 

This is important to know that Nike is working, as it has been said earlier, with different factories located in different parts of the world. To choose its suppliers factories and to evaluate them, the company has standards that has to be respected. Nike’s Code of Conduct is the minimum standards that every factory has to meet. To make sure that these standards are respected, and to evaluate the performance of each factory, Nike uses an index called the Manufacturing Index. This is a tool use by the company to evaluate some points of its process. This index evaluate each factory though sustainability, cost, quality and delivery on-time. This evaluation encourages each factory to improve its performance. 
Before applying the 5 performance objectives as described by Slack et al to the company, it would be interesting to recall what are these 5 objectives.

5 [bookmark: _Toc500427082]performance objectives by Slack et al
· Quality, refers to the ability to produce in accordance with specification and without error. This is something that is easy to judge for the customers because they have expectations. Companies give a lot of importance to quality because it influences on customers’ satisfaction and on their points of view of the company (Slack et al, 2001); 
· Speed, refers to the rate in which company can generate sales, how fast and often it can deliver its products. But it also means how fast the company takes decisions, how fast are the movements (of materials and information) are within the company (Slack et al, 2001);
· Dependability, means doing things in time for customers to receive their goods/services, when they need it, or at least when they were promised. It depends of how dependable is a supplier from another. (Slack et al, 2001);
· Flexibility, refers to the ability to change its operations, the ability to introduce a new product, to adapt its quantity to the demand… (Slack et al, 2001);  
· Cost, refers to the ability to produce at the lower cost, for the purpose to sell it at the lower cost for the customer.

These objectives are used to measure the performance of a company’s process, it is very useful because it allows to see which objective is well reached, and which one is to improve… Often the 5 performance objectives are represented with polar diagram so it is very easy to see the situation of the company. Now, we can apply these 5 objectives to the company we are talking about. 


[bookmark: _Toc500427083]The 5 performance objectives applied to the company
· Quality, as it has been said earlier, quality is very important for Nike because it is a part of its Manufacturing Index. Indeed, quality is one of the primary objective of the company because it is important to meet customers’ needs and to respect the promises made by the product. This is how you can be trust by customers and how you make them loyal. 
· Speed, as it has been said earlier, Nike’s factories are located in Asia and South America to be closer to raw materials, thus, once the products are made, it takes longer to deliver them because they often are far away from the customer. It is also a part of the Manufacturing Index because a part of it is about delivery on-time. But the Index do not treat about internal speed (how fast the company takes decisions…).
· Dependability, this is something Nike is doing quite well, customers receive their products when they were promised.
· Flexibility is something on which Nike is doing well. As it has been said earlier, the company released a sport hijab two weeks ago, this is a good example to show that the company can adapt itself to the changes of the market and respond to its customers’ demand. 
· Cost, as it has been said, it is a part of the Manufacturing Index. Cost is something very important for Nike because the company is making products considered as high quality so the price is also high. Nike is working on its price, trying to make it more competitive, and is currently working on low-price market. 

After comparing Nike’s Manufacturing Index and the 5 performances objectives, it can be said that the company is focusing on 3 of the 5 objectives as defined by Slack et al: speed (the company speaks about “delivery on-time”), cost and quality. 

I think it is appropriate because this is the three objectives that the company have to improve. Indeed, the company is doing well on dependability, and its flexibility cannot really be modified, unless the company decides to completely change its production methods. 
Its speed can be improved, because as it has been said, the factories are closer to raw materials than to customers so the final products has to be delivered further so it takes more time. About cost, the prices of products are still high, but for example for a $100 shoe, half of the price is the retailer’s margin, and Nike only get a profit of $5.00 so it is understandable that the company cannot reduce its prices (Solereview, 2016). Quality is something the brand has to still focus on, indeed, it is very important for the health of people doing sport to have a quality product in which they are comfortable and that will not cause physical problems. 
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Discuss

One of the thing Nike has to work on, it to improve some of its performances objectives. The company decided to produce close to the raw materials to avoid their transport costs and also to have a cheaper workforce. But it also means that the transport costs between these factories all around the world, and the distribution centres or even the retailers, are more important (Enderle, Hirsch, Micka, Saving, Shah, Szerwinski, 2000). Nike has to work on its speed so customers can have their products faster. Also, if a customer orders several products, the order can be delivered in multiple times, which can be disturbing. A lot of negative reviews can be found on the internet about Nike’s delivery. 
Another major thing the company has to work on is the cost of its products. Nike understood that already, and is working on introducing the low-price market. Also the choice the company made to manufacture its products in Asia and South America is smart because it is a good way to reduce its cost. However, the company is very famous for its quality products and most of the time customers agree to pay a higher price because they know the quality of the products. Indeed, in the past few years, it is the premium footwear models sells that increased the most, even though Nike proposes also a lower price range (Soni, 2014). 
To continue to evolve, the company should carry on its opening on women market. Indeed, its most important competitors (Lululemon, Adidas…) are very present on this market and Nike should probably do the same, because it is a market currently expanding. 
The company should also continue to launched trend products responding to the customers’ demand as it has been done for the hijab. For example, Nike should maybe consider new sports that people do, as did its competitor Lululemon by launching a whole line about yoga equipment. Indeed, it is interesting to study new sports so the company can be the first one on a new market, and this can be a big advantage. 
Also, Nike should grow its e-commerce, in 2015, the online sales represented only 2% of its total sales, so the company decided to work on it. Nike’s executives announced that they were planning to grown the online sales of the company from $1 billion to $7 billion in 2020 (Zaroban, 2015). To increase its online sales, Nike is providing an easier access to online shopping via its website and apps. Indeed, digitals initiatives are a good way to create tighter bonds with customers. 

“Digital allows us to deepen the relationships we already have with consumers by tailoring every interaction to their specific needs.” Mike Parker, 2015

Also, the company is investing on 3D Printing technology which will allow customers to design their shoes online and print them on a 3D printer in a Nike store, or directly at home (Forbes, 2016). 



[bookmark: _Toc500427085]Conclusion 

To conclude, it can be recall that Nike is one of the most famous footwear and sport equipment retailer nowadays. The company owes most of its success to its footwear but also to its collaborations with famous athletics or to the quality of its products. 
To stay in the top of the sport brands, Nike has to always ensure that its products are still meeting customers’ expectations. For that, Nike has a Manufacturing Index, measuring its performance. The objectives Nike is focusing on are sustainability, delivery on-time, cost and quality, thanks to this index, Nike know what the company is doing right, and what has to be improved. 
The main objective Nike has to improve is speed, indeed, this is one of the things the customers are most disappointed about. Also, Nike should continue to enter in new markets such as women market, is should also be interested in China, because it is a country in which one of its most important competitor, Adidas, is already working. Moreover, Chinese considers sport more as a leisure than a way of line, as it is the case in Europe. So it could be interesting for the company to enter this market. 
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