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[bookmark: _Toc203093411]i. Executive Summary
This report is a critical analysis of the existing marketing strategy of Nike and the offered evidence-based enhancement of this strategy executed in the SOSTAC framework. Although Nike is a highly reputable brand with a worldwide leading position, there is a substantial number of vulnerabilities that can jeopardise the sustainability of its growth. Premium pricing is too high to allow an increased number of mid-tier consumers, and digital performance is deteriorating, with direct-to-consumer sales decreasing despite the high engagement rates. The competitive strategy of the company is also feeling the heat of nimble competitors, realising a high rate of market expansion.
This report evaluates both the macro and micro environment of Nike using PESTLE and Porter’s five forces, its segmentation, targeting and positioning (STP), its marketing mix (the 7Ps) and its integrated marketing communications. It singles out compulsions of superior misalignment in pricing, management of channels, and forces of digitalisation.
The report suggests forestalling these issues by introducing a value-tiered product line, a hybrid DTC-wholesale distribution model and strengthening marketing attribution with the help of AI-based tools. The measures are meant to enhance online sales of Nike and market coverage as well as competitiveness. An 18-month action plan will allow for quantifying the impact, which should be sustainable.
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[bookmark: _Toc203093412]1. Introduction
Nike, Inc. maintains its status as a global market leader in sportswear and athletic gear, with a brand identity built on innovation, celebrity endorsements, and consistent customer engagement. Spending more than $4.3 billion in FY2024 demonstrates that marketing is a key strategic function for Nike (Davies, 2024). Despite its substantial brand equity and dominant market share, Nike faces significant strategic marketing challenges, particularly regarding its Direct-to-Consumer (DTC) strategy. The Consumer Direct Acceleration (CDA) initiative aimed to improve digital engagement and reduce reliance on wholesalers. However, the company has recently faced declining growth in online sales, rising consumer acquisition costs, and increasing competition from agile, digital-native brands (Haleem, 2025).
[image: Nike's advertising budget 2024| Statista]
Figure 1: Nike Promotional Cost (Davies, 2024)
The purpose of this report is to critically evaluate Nike’s existing marketing strategy and propose recommendations for improvement using the SOSTAC framework. The analysis aims to assess the effectiveness of Nike’s current marketing decisions in supporting its competitive positioning, customer retention, and sustainable growth in an evolving global market.
The report will comprehensively examine Nike’s marketing concept and strategy using several analytical tools. PESTLE analysis will evaluate macro-environmental influences, while Porter’s Five Forces will explore competitive dynamics. Nike’s segmentation, targeting, and positioning (STP) approach will be analysed to determine its alignment with consumer expectations. The marketing mix (7Ps) will be critically reviewed, followed by an assessment of Nike’s media and communication strategies and its use of marketing metrics for performance evaluation.
The report is structured into three tasks: Task 1 provides a critical evaluation of Nike’s current marketing strategy; Task 2 draws conclusions based on the identified challenges; and Task 3 recommends improvements using the SOSTAC model, aiming for strategic relevance and operational feasibility.


[bookmark: _Toc203093413]2. Task 1: Critical Evaluation
[bookmark: _Toc203093414]2.1 Strategic Role of Marketing 
Marketing is a strategic support in Nike's endeavour to gain a competitive advantage that is sustained in the saturated global market. By marketing, Nike does not simply advertise; it influences consumer perception, fosters an emotional connection, and maintains demand among various consumer segments. This is reinforced by Kotter’s (2009) value creation model, which emphasises the role of marketing in delivering the best customer experience, as evident in brand storytelling and the affiliation of sports celebrities with Nike. On the same note, Zhou et al. (2025) point out that profit-oriented marketing is necessary to align customer value with business growth, a strategy that Nike has strategically employed through well-tailored, targeted marketing campaigns and digital ecosystems (Pereira, 2024).
[bookmark: OLE_LINK19][bookmark: OLE_LINK20]One way Nike can demonstrate the success of its strategic branding is by gaining 40% of its overall revenue through the direct-to-consumer (DTC) channel, with marketing investments of $4.3 billion in 2024 (Davies, 2024). Nonetheless, there exist issues about resource allocation and whether the company is emphasising digital too much at the expense of retail flexibility. The eagerness to employ full-price selling strategies has contributed to the reduction in double-digit ML growth in specific quarters, suggesting a lack of alignment between pricing strategy effectiveness and customer-related expectations, as seen in the case of Nike (Hinterhuber and Snelgrove, 2021). Moreover, as valuable as personalisation through AI and app platforms is, excessive use of such tools without full-scale integration may result in a loss of ROI and customer satisfaction.
To maintain marketing momentum, Nike would need to adjust its budget allocation, achieving synergy between data-informed personalisation on the one hand and emotionally appealing brand equity efforts on the other, while striking a balance between innovation and changing consumer behaviour.

[bookmark: _Toc203093415]2.2 Macro/Micro-Environment Analysis
[bookmark: _Toc203093416]2.2.1 PESTLE
PESTLE analysis evaluates Political, Economic, Social, Technological, Legal, and Environmental factors affecting Nike’s macro-environment. This framework helps identify strategic risks and opportunities, enabling Nike to adapt its operations, supply chain, and marketing strategies for resilience and growth.
Political Factors
Nike operates within a volatile geopolitical landscape. The imposition of new U.S. tariffs on apparel and footwear has significantly impacted production costs. In 2025 alone, tariff policies contributed to an estimated $1 billion increase in operational expenses (Valinsky, 2025). Tariffs on imports from Vietnam—where over 25% of Nike’s products are manufactured—rose to 20%, and transshipped goods face rates up to 40% (Warfield, 2025). In response, Nike shifted portions of its supply chain to Indonesia and India, although these regions also face rising regulatory complexities and wage pressures (SeedX Inc, 2025). Political instability in major sourcing regions poses further supply disruptions.
Economic Factors
Nike is affected by global economic fluctuations, particularly in the U.S., its largest market. In Q4 FY2025, U.S. disposable income dropped by 0.4%, and Nike’s revenue fell by 12% to $11.1 billion (Saha, 2025). Inflationary pressures and interest rate hikes have dampened consumer spending on non-essential goods and services. Currency volatility also challenges profitability, particularly since Nike’s sales originate from international markets (Nike, 2025). While China’s sluggish growth affects Nike’s performance, emerging demand in India and Southeast Asia presents opportunities for growth.
Social Factors
Shifts in consumer preferences away from retro styles and toward functional athleisure require Nike to pivot its product lines. The global focus on health and wellness continues to fuel demand for performance footwear and activewear. Nike’s digital fitness ecosystem and community engagement through platforms like the Nike Training Club app align with this trend (Chen, 2024). Moreover, Nike’s emphasis on inclusivity and social activism enhances brand resonance among Gen Z consumers (Nike, 2025a).
Technological Factors
Nike continues to invest in digital infrastructure. Its DTC channels and mobile apps provide personalised shopping experiences and data-driven insights. Technological advancements such as Nike Fit AR and machine learning-powered inventory systems optimise consumer engagement. Additionally, Nike Forward—an innovative textile process—cuts carbon output by 75% compared to conventional fleece (Nike, 2022).
Legal Factors
Nike’s global operations require compliance with diverse labour laws, trade regulations, and product safety standards. It actively enforces IP protection for trademarks like the Swoosh and “Just Do It.” Supplier audits and transparency protocols support legal compliance, particularly in Southeast Asian facilities where ethical concerns around labour practices persist (Ishaya et al., 2024).
Environmental Factors
Nike’s environmental strategy is central to its brand ethos. The “Move to Zero” campaign aims to achieve 80% waste recycling across its supply chain by 2025 (Aro, 2024). In 2023, Nike achieved a 69% reduction in Scope 1 and 2 emissions, with 96% of the energy used in its owned facilities sourced from renewable sources (Downes, 2024). Sustainable materials now account for 39% of total product inputs, with a target of 50% by 2026 (Bridgestore, 2025).
[bookmark: _Toc203093417]2.2.2 Porter’s Five Forces
Porter’s Five Forces framework helps assess Nike’s competitive intensity and market dynamics by analysing the bargaining power of buyers and suppliers, the threat of substitutes and new entrants, and the degree of competitive rivalry. These insights inform Nike’s micro-level strategies for pricing, positioning, and channel optimisation.
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Figure 2: Porter’s 5 Forces of Nike (Author made)

1. Competitive Rivalry – Very High
Nike faces intense competition in the athletic and sportswear sector. In 2024, Nike’s sales grew by just 1%, its weakest performance in two decades (Davies, 2024b). In contrast, Hoka saw a 28% rise in revenue, driven by demand in the high-performance running segment, while On Running grew by 50% to surpass $2 billion in revenue (Schaneman, 2024). These rivals are gaining ground by focusing on specialised product performance and community-driven branding. Nike’s underwhelming earnings report triggered a 20% stock price drop, signalling investor concerns over its stagnating growth and brand fatigue (Ainvest, 2024).
2. Threat of New Entrants – Low
While digital access has reduced traditional retail barriers, entry into the premium athleticwear market remains challenging. Nike’s extensive R&D, patented technologies, and global logistics networks are cost-intensive to replicate. Emerging direct-to-consumer (DTC) brands can penetrate niche segments, but scaling to Nike’s global distribution and brand recognition remains a major hurdle (Bodley et al., 2021).
3. Threat of Substitutes – Moderate
Consumers increasingly substitute high-performance wear with athleisure and fast fashion alternatives. The athleisure segment is projected to grow from USD 403.64 billion in 2025 to USD 624.75 billion by 2030 (Mordor Intelligence, 2024). Brands like Zara and Uniqlo offer style and comfort at lower prices, while lifestyle-focused footwear trends (e.g., "dad shoes") boost non-performance brand appeal. Nike must adapt designs and pricing strategies to stay competitive among mid-tier, trend-conscious consumers.
4. Bargaining Power of Suppliers – Low to Moderate
Nike maintains control over its supply chain through long-term partnerships with approximately 103 key suppliers, primarily in Vietnam, Indonesia, and China (CleanChain Editorial Team, 2020). While scale reduces dependency, external threats like geopolitical sanctions and labour regulation—particularly in regions like Xinjiang—pose risks to stability and public perception.
5. Bargaining Power of Buyers – Moderate
Customers wield moderate influence due to the availability of substitutes and low switching costs. Although Nike’s DTC channels reduce reliance on retailers like Foot Locker, price-sensitive consumers may shift loyalty during economic downturns (Bodley et al., 2021). Retaining customers thus depends on consistent brand engagement, innovation, and personalised experiences.

[bookmark: _Toc203093418]2.3 STP Strategy of Nike
The STP framework—Segmentation, Targeting, and Positioning—is central to effective marketing strategy, as first conceptualised by Smith (1957) and expanded by Kotler (2003) (Kotler and Armstrong, 2018). It ensures marketing resources are deployed toward the most responsive consumer groups, creating tailored offerings that resonate with audience needs and competitive landscapes. Nike applies this model rigorously, yet recent market shifts have exposed gaps in its segmentation effectiveness and brand positioning.
[image: ]
Figure 3: STP analysis of Nike (Author Made)
Segmentation
[bookmark: OLE_LINK21][bookmark: OLE_LINK22]Nike bases its segmentation on demographic, psychographic, behavioural, and geographic factors. Demographically, it appeals to customers within the 11-45 age bracket, specifically targeting Millennials and Gen Z, who value social relevance, digital interaction, and individual style (Saha, 2023). The psychographic segmentation targets achievers and those consumers in the making who consider sport a lifestyle, rather than just an activity (Hivelr Business Review, 2024). In terms of behaviour, Nike targets different levels of consumers, such as athletes, casual wearers, and sneaker enthusiasts. In terms of geographical expansion, it is well-established in North America and aims to expand into other emerging economies worldwide, including India and Latin America (Levy et al., 2024). Nevertheless, mid-tier and value-based consumers who are underrepresented in DTC full-price strategy are those whom Nike had ignored. These customers are moving on to cheaper options such as Puma, Decathlon, or even fast-fashion fashion-related athleisure companies and new brands, which signifies a blind spot in segmentation.
Targeting
Nike appeals to the emotionally interested segments with high potential. Performance athletes remain the central focus, with further investment in technologies such as Flyknit and Air Zoom. The digital-native segments of Nike, specifically Gen Z and Millennials, feature immersive campaigns on TikTok and limited releases in the SNKRS app, respectively (Hivelr Business Review, 2024). Inclusive product lines and campaigns contributed significantly to the major growth of the women’s segment (Verbytska et al., 2023). Moreover, the Nike brand leverages sneaker culture through collaborations with celebrities and designers, focusing on collectors and trendy young people. Although targeting is effectively applied within high-value segments, the unwillingness to mass-produce entry-level or low-cost products results in a loss of market accessibility, particularly among lower-income buyers and families.
Positioning
Nike has the positioning that is based on the concept of performance, innovation and emotional storytelling. Its advertising, with the 'Just Do It' philosophy at its core, is what brings sports empowerment in relation to culture. Having partnerships with such icons as Serena Williams and LeBron James supports the brand’s prestige. However, a few market truths appear increasingly disparate from the premium image of Nike. When it targets quality and affordability to the top customer, its intensity of pricing is also a growing departure to small-budget customers, contrary to its mass-loyalty background. An adjusted strategy that offers a balance between ambition and cost-effectiveness is required in ensuring the long-term status of Nike as a global, inclusive leader in sport and lifestyle.

[bookmark: _Toc203093419]2.4 Marketing Mix of Nike (7Ps)
Product:
Nike’s product strategy fuses cutting-edge performance with cultural relevance. Innovations like the Pegasus Premium and Air Max Pulse reinforce Nike’s leadership in athletic footwear through advanced comfort and design (Fabris-Shi, 2024). Collaborations with athletes and designers—such as the Hyperboot recovery line and retro-inspired Terminators—enhance appeal across both sport and lifestyle segments. This duality drives emotional engagement and product differentiation.
Price:
Nike uses a premium pricing model, supported by brand equity and innovation. Flagship products like the Air Jordan line maintain high price points (~$190), targeting loyal, status-driven consumers (Lau, 2025). However, price rigidity amid inflationary pressure and global economic slowdown has hurt conversion rates. A notable example is the 20–26% decline in digital sales, partly driven by Nike’s full-price DTC strategy, which alienates price-sensitive consumers. A more flexible tiered pricing model could improve retention.
Place:
Nike’s distribution strategy blends Direct-to-Consumer (DTC) channels—Nike.com, SNKRS, and apps—with select wholesale partnerships. While DTC generated 26% of 2023 revenue (Haleem, 2023), Nike’s re-entry into Amazon in 2025 marks a strategic pivot to recapture lost reach. However, this omnichannel model complicates marketing attribution and brand consistency across platforms. Balancing control and scalability remains a challenge.
Promotion:
Nike’s promotional approach relies heavily on digital storytelling and immersive campaigns. The 2024 Breaking campaign spotlighted female athletes, reinforcing inclusivity (Davies, 2024). AR tools like Nike Fit, and gamified experiences like the Airphoria-Fortnite collaboration (3 million users), demonstrate how Nike merges tech with branding (Nike, 2023). This approach supports brand equity and customer personalisation.
People:
Nike invests in skilled brand ambassadors and frontline retail staff trained to deliver a premium service experience. Campaigns involving athletes like LeBron James and Sabrina Ionescu reinforce brand credibility and relatability (Nike, 2024).
Process:
Nike leverages data analytics and automation across its supply chain and DTC platforms. AI-driven recommendations and seamless mobile checkouts enhance convenience and user satisfaction (Hivelr Business Review, 2024).
Physical Evidence:
Nike’s flagship stores, sleek packaging, and immersive digital interfaces reinforce its premium identity. Features like in-store customisation and interactive app design create brand consistency and reinforce value.
Overall, Nike’s 7Ps strategy demonstrates innovation and consistency, though pricing inflexibility and channel conflict warrant strategic recalibration.

[bookmark: _Toc203093420]2.5 IMC Strategies and Metrics of Nike
Nike’s Integrated Marketing Communications (IMC) strategy is grounded in the AIDA model—Attention, Interest, Desire, Action—designed to guide consumers through the purchase journey. Through consistent brand messaging and digital innovation, Nike creates high-impact campaigns, but gaps in conversion efficiency and media-channel alignment have recently become evident.
Attention & Interest
Nike captures global attention through aggressive media investments, spending over $4.3 billion on marketing in 2024 (Davies, 2024). Sponsorship of events like the 2024 Paris Olympics and partnerships with athletes like LeBron James ensure maximum visibility. Nike also leverages digital channels—such as YouTube, Instagram, and TikTok—to tell performance- and purpose-driven stories. The SNKRS app, AR-based try-ons, and Nike Training Club drive interactive engagement, drawing millions of users (Chen, 2024). Yet, interest is not translating into equivalent conversions; SNKRS, for example, exhibits high engagement but low purchase conversion rates, indicating a misalignment between hype generation and transactional outcomes (Moser et al., 2023).
Desire & Action
Nike fuels aspirations with exclusive drops, limited-edition releases, and purpose-driven messaging. Initiatives like "Move to Zero" and inclusive campaigns such as "She Runs the Night" resonate deeply, especially among Gen Z and women consumers. However, rigid pricing structures and full-price DTC strategies can hinder action, particularly for price-sensitive buyers. While Nike aims for a 50% digital penetration by 2025 (Statista, 2024), friction in omnichannel integration—such as inconsistent inventory visibility across DTC and Amazon—impacts final conversion rates and customer experience.
Metrics and Measurement
Nike utilises Marketing Mix Modelling (MMM) to assess performance across various media and product lines. In 2025, the brand achieved a 14.78% return on investment (ROI), reflecting efficient media deployment (Macrotrends, 2025). However, rising customer acquisition costs (CAC) and stagnating customer lifetime value (CLV) present challenges. Nike’s CAC has increased due to intense competition for digital attention, while weak re-purchase rates among newer Gen Z customers undermine CLV. Attribution remains complex, particularly with Nike’s re-entry into Amazon, where consumer journey tracking becomes less transparent.
[image: ]
Figure 4: Nike ROI (Macrotrends, 2025)
Nike supplements financial KPIs with sentiment analysis, influencer Media Impact Value, and A/B testing, integrated into quarterly performance dashboards. While data-driven optimisation supports agility, future success depends on closing the gap between awareness and purchase, and aligning high-engagement channels with improved ROI and conversion outcomes.



[bookmark: _Toc203093421]3. Task 2: Conclusions
Nike preserves a strong international brand and generates the majority of sales with the help of innovation and the emotional content of its narrative. The analysis reveals several significant drawbacks and pitfalls in its marketing strategy, which seriously compromise its overall sustainability and efficiency.
To begin with, the fact that Nike employs high-end pricing significantly restricts the firm's ability to expand into the general market. Although its brand equity is high, the company has been slow to take the initiative of providing flexible prices, which has resulted in a reduction in the company when it comes to digital sales, up to 20-26% year on year, especially on its direct-to-consumer (DTC) channels. This makes pricing inflexibility less appealing to price-sensitive consumers, particularly in emerging economies and inflationary situations, presenting a strategic vacuum between the desirability and availability of products.
Second, although the DTC strategy adopted by Nike implies that it accounts for 26% of total revenues, inefficiencies arise when executing this strategy. The single-minded pursuit of full-price DTC sales created issues of lower conversion rates and stock, obligating Nike to return to wholesale cooperation with corrective organisations, such as Amazon. This kick-back makes brand management and brand ownership problematic as it exposes the brand to de-emphasised messages and channel conflict. Though it has invested massively in digital infrastructure and tools to engage potential customers, it has seen that high-engagement levels do not always convert and there is a mismatch between media performance and ROI.
Third, agile competitors threaten to dilute Nike's marketplace. Narrow markets with specific innovations have been targeted by brands such as Hoka and On Running, as this has resulted in a 28% and 50% increase in revenues, respectively, compared to Nike's 1% growth in FY2024. These disruptors make better use of speed, specificity, and community involvement, which put Nike in a disadvantaged position as far as the reaction time to changing performance trends and consumer needs is concerned.
Although brand recognition, digital savviness, and athlete endorsements are critical strengths of Nike, they are not enough on their own. Miscalculations in strategy, pricing, and channel implementation, as well as sluggish market responses to competitors, pose threats that could cost it market dominance. Until it repositions its marketing strategy to address consumer realities and closes the operational gap, Nike can expect its chances of long-term growth in the fragmented, fast-moving consumer goods industry to be placed under pressure.


[bookmark: _Toc203093422]4. Task 3: Recommendations
The SOSTAC (Smith, 1990) model is an organised guide that ensures the creation of a working series of marketable solutions that address Nike's strategic deficiencies. Strategic objectives should align with specific efforts, schedules, and control mechanisms, enabling Nike to be more agile, inclusive, and maintain high long-term brand equity.
[image: Using the SOSTAC® Model for Content Marketing Mastery]
Figure 5: SOSTAC Model
Situation Analysis Summary
The current strategy at Nike is characterised by several striking weaknesses, including overpriced products that lack accessibility, the DTC model, which, although generating 26% of revenue, is experiencing a decline in online sales, and improper attribution (Haleem, 2023). Also, the increasing competition induced by flexible rivals like On Running (50% YoY growth) allows Nike to illustrate its relative inability to react to the needs of the niche sector and mid-market (Moser et al., 2023).
Objectives
Nike should pursue the following SMART objectives:
· Increase digital sales by 15% within 18 months through AI-driven personalisation and hybrid retail strategies.
· Expand mid-tier market share by 10% in key regions (Southeast Asia and Latin America) by launching a value-focused product line.
· Enhance marketing ROI by 12% through the use of advanced attribution and segmentation tools.
Strategy
Nike should adopt a differentiated strategy under Porter’s generic model and utilise market development and product development, as per Ansoff’s Matrix. This involves repositioning with a value-tiered product mix, which is possible by creating a product line similar to Nike Essentials to target the middle-income market, while continuing to cultivate and innovate within the premium lines. In addition, Nike needs to fully adopt a hybrid distribution model, which allows it to combine DTC with a few wholesale partnerships (e.g., Amazon, JD Sports) and achieve a broad reach while maintaining control over the brand.
Tactics (7Ps)
Product: Introduce Nike Essentials- a stripped-down product line with the most essential features that appeal to the mid-market consumer, and that is cost-effective to produce.
Price: Introduce tiered pricing, which will include: Core, Performance and Elite lines to sell to different groups of consumers. This flexibility in pricing will meet the inflationary pressures and increase the market available to Nike.
Place: Consolidate AI-based omnichannel attribution systems to enhance visibility of the performance in the DTC and the wholesale channels. Geographically, concentrate the inventory distribution in key emerging markets.
Promotion: Implement embedded premiums as bundles of sustainability-linked products, where environmentally friendly goods are offered along with rewards that can be earned for loyalty. Enhance local actions and online narratives to amplify emotional appeal.
People: Retail and digital employees should be trained to provide a value-congruent reaction to customers across price levels.
Process: Streamline the online purchase journey with AI-enabled personalisation tools that adapt product recommendations based on browsing, purchase history, and location.
Physical Evidence: Update store visuals and packaging to reflect the differentiated product lines and reinforce sustainability messaging.
Action Plan
The rollout will span 18 months:
Q1–Q2: The Marketing team will develop and deploy personalisation algorithms and launch pilot campaigns for Nike Essentials in two test markets.
Q3: Supply chain teams will source sustainable materials and optimise localised manufacturing for the new line.
Q4–Q5: AI-based attribution platforms and CRM upgrades will be installed across digital and physical retail platforms.
Q6: Global campaign launch for Nike Essentials and expansion of sustainability bundles.
Control
Performance will be monitored using:
· Marketing Mix Modelling (MMM) for ROI tracking.
· Predictive analytics to monitor CAC, CLV, and conversion funnel health.
· Quarterly reviews using scorecards that capture digital engagement, market share shifts, and consumer sentiment.
By executing this SOSTAC-based plan, Nike can close strategic gaps, reinforce its leadership, and grow inclusively in a volatile, highly competitive market.
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