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1. [bookmark: _Toc134499160]Description of the Business  
Nike Inc. designs, develops, and markets athletic footwear, apparel, and accessories. Athletic shoes make up most of its revenue, hence, they are the main products. The company makes running, basketball, soccer, and tennis shoes. North America, Europe, and Asia are important markets for Nike sneakers, which are popular among athletes and fitness specialists. The company invests substantially in R&D to generate novel goods that fulfil athletes' and consumers' changing needs. The Fly knit technology for this company, which employs a single yarn to create a seamless, lightweight shoe upper, is a remarkable innovation (Nani et al., 2022). The Flyknit Racer, Trainer, and Lunar use this technology, popular with athletes that like lightweight, breathable shoes like Flyknit shoes. Air Max shoes are also popular since they have a visible heel Air-Sole unit for impact protection. Since its introduction in 1987, the Nike Air Max line has developed while the Air Max 90, 95, and 97 continue to be adored by sneaker heads. Jordan is another source of income for Nike and its footwear, apparel, and accessories are all inspired by Michael Jordan. Within minutes of their release, Jordan shoes are sold out among sneaker collectors and basketball fans around. 
 For years, Nike has led the way in developing athletic shoe styles. The needs of athletes and customers have led to changes in Nike's footwear (Bush, 2019). Technology and innovation have helped the organization stay ahead in the sports and fitness industry. Consumers' emotions and ideals are typically appealed to by the company's well-known "Just Do It" slogan. As a result, Nike's sporting shoes have contributed to its global brand recognition. Shoes serve as an example of the brand's innovation, marketing, and product development tactics. The company has managed to stay ahead of the competition because to their creative marketing strategies and technological investments. The athletic shoes serve as an example of the company's commitment to producing high-quality goods that meet consumers' and athletes' evolving needs.    
Nike’s revenue worldwide 2005-2022 (US dollars)[image: ](Statistica, 2023)
[bookmark: _Toc134499162]Demand and Equilibrium 
Demand and market equilibrium refer to the quantity of a product that customers are willing and able to buy at a specific price and the quantity that producers can supply at the same price. In equilibrium, demand and supply are equal. The athletic shoes are affected by replacement and complement prices, customer income, tastes and preferences, price expectations, and demographics.
[bookmark: _Toc134499163]	Price of Substitutes 
Sports shoes made by Nike are influenced by replacement product pricing. The same function is performed by alternatives to its footwear. Adidas, Puma, and Under Armour are a few brands that compete with Nike. If a competitor's product's price increases, the footwear might sell more effectively. For instance, if Adidas or Puma raises its shoe prices, people may move to Nike's shoes, increasing demand for Nike's shoes. However, if a substitute's price drops, people may move to it, hence decreasing the shoe demand at Nike Company (Chen et al., 2022). A new brand delivering a comparable product at a lower price may affect Nike's shoe sales. For instance, if a new sports shoe brand offers lower prices, price-sensitive buyers may migrate from Nike to the new brand, decreasing shoe demand. Shoe demand in this business is also affected by substitutes. If there are more replacements, buyers have more options and may buy fewer Nike shoes. However, fewer substitutes may make Nike's shoes more appealing to buyers, increasing demand.
[image: ](Nike’s approach to marketing: Then and now, 2022)
[bookmark: _Toc134499164]	Price of Complements
Complementary product prices also impact Nike's athletic shoe sales. Sportswear and accessories are Nike shoe complements. The shoes may sell less if a complimentary product's price rises because consumers may need to prepare to pay the higher total price. Consumers may buy cheaper shoes or switch brands to keep their total cost the same if sportswear prices rise (Mahdi et al., 2015). Conversely, if the price of a supplement drops, people may be more eager to buy Nike shoes due to the cheaper total cost. Additionally, complements can affect Nike shoe sales since consumers may buy complementary products instead of Nike shoes if they have more. Conversely, these shoes may become more appealing to buyers with fewer complementary products. 
[bookmark: _Toc134499165]	Consumer Income	
Consumer income is a significant determinant of product demand and luxury purchases increase with consumer income. When consumer income drops, demand for higher-priced goods and services falls which means that the athletic shoes may sell better when income rises. Consumer income rises during economic expansion and low unemployment. On the other hand, demand for high-priced goods and services diminish during economic downturns and high unemployment. Consumers cut back on non-essentials like luxury sporting sneakers; however, some buyers view Nike's sporting shoes as essential or status symbols. Thus, even when income drops, some consumers may buy Nike's athletic shoes to maintain their status. This company also creates niche-market limited edition products that may not be affected by consumer income.
[bookmark: _Toc134499166]	Consumer Tastes and Preferences
Consumer tastes and preferences refer to the unique characteristics that individuals consider when making purchase decisions. Various factors, such as age, gender, culture, and social trends, can influence consumer tastes and preferences. For instance, younger consumers may prefer athletic shoes with bold colors and unique designs, while older consumers may prefer more traditional and straightforward designs. The athletic shoe market is highly competitive; consumer tastes and preferences often determine which brands and products are successful. The company has successfully stayed ahead of changing consumer tastes and preferences by continuously updating its product designs and introducing new styles that cater to evolving consumer trends (Baslandze et al., 2023). In recent years, consumers have emphasized sustainability more, and Nike has responded by incorporating sustainable materials into its products. Nike has also launched a new initiative, "Move to Zero," which aims to produce zero carbon and zero waste by 2025. This initiative has attracted environmentally conscious consumers who may have otherwise avoided purchasing athletic shoes due to their environmental impact.
Another significant trend in recent years has been the growing demand for athleisure wear. Consumers are increasingly wearing athletic shoes and other athletic apparel for everyday use rather than solely for exercise, therefore, Nike has capitalized on this trend by releasing products catering to athletic and casual wear, such as the Air Max 270 and the Nike Air Force 1. Consumer tastes and preferences in his case are essential factors that can significantly impact the demand for Nike's athletic shoes (Baslandze et al., 2023). The company has successfully adapted to changing consumer trends and introduced products that appeal to evolving consumer preferences. Its sustainability initiative and focus on athleisure wear are examples of how the company has responded to changing consumer preferences to remain competitive in the athletic shoe market.
[bookmark: _Toc134499167]	Consumer Expectations of Price
Consumer price expectations are purchasers' predictions of a product or service's future price, and it is influenced by demand. The sporting shoe demand in this company is affected by consumer price expectations (Kedia et al., 2020). Sports, fashion, and fitness enthusiasts are Nike's primary customers, and they are sensitive to price changes and typically base their purchases on expectations. The sporting shoes may sell more if people expect their pricing to rise but if consumers expect prices to drop, they may postpone their purchases, lowering demand. Consumers' price expectations are shaped by Nike's premium athletic shoe brand image. Nike's quality and hefty costs are well known. Thus, buyers expect these sporting shoes to be more expensive than others and Nike must carefully manage its pricing strategy to retain its brand image while satisfying consumers' expectations.
[bookmark: _Toc134499168]	Demographics
Population demographics include age, gender, income, education, and location which are statistical data analyses. Demographics heavily influence product and service demand and any changes including population growth, age, and migration, can significantly affect market purchasers. Demographic patterns are vital to projecting product and service demand. Demographic shifts can affect Nike's athletic shoe demand. Younger sports, fashion, and fitness enthusiasts are Nike's primary customers. Therefore, population growth in the younger age group may enhance demand for Nike's athletic shoes (Nani et al., 2022). An aged population may not need athletic shoes or prefer other shoes hence demand may decrease. To predict demand shifts, Nike must carefully study demographic patterns.
The sporting shoes demand might also change with geography. Population movement from rural to urban regions might raise demand since urban areas have more sports facilities and a higher concentration of young, energetic people. These athletic shoes might also be affected by income and education. The items from this company are more prevalent among people with better incomes and education because they are more interested in sports and fitness. Thus, price expectations and demography influence Nike's athletic shoe demand. Consumer expectations of pricing influence customers' present purchase decisions, whereas demographic changes can modify the number and characteristics of buyers. Therefore, Nike must closely analyze these indicators to anticipate demand shifts and alter its marketing and price tactics accordingly.
Number of employees worldwide 2009-2022[image: ](Statistica, 2023)
[bookmark: _Toc134499169]Factors Affecting Price Elasticity 
[bookmark: _Toc134499170]	Description of How the Main Product Is Affected by Factors That Influence the Price Elasticity of Demand
The price elasticity of demand refers to the sensitivity of consumers to changes in the price of a particular product or service. If demand for a product or service is price elastic, a price change will significantly impact the quantity of the product or service demanded. On the other hand, if demand is price inelastic, a price change will have a minimal impact on the quantity of the product or service demanded. In the case of Nike's athletic shoes, several factors influence the price elasticity of demand. One of these factors is the substitution effect, which depends on whether the product is considered a luxury or a necessity. The degree to which a product or service is perceived as a luxury or a necessity is a significant factor that affects its price elasticity of demand. Products or services seen as necessities tend to have inelastic demand, while those perceived as luxuries have a more elastic demand.
[bookmark: _Toc134499171]	Luxury vs. Necessity
Sporting shoes are luxuries; hence their Price Elasticity of Demand will likely be higher. If a product's price changes, consumers can easily switch to a different product. The effect of substitution of these shoes relies on whether they are luxury or necessity, hence, if they become more expensive, luxury shoppers may switch to a cheaper brand. Conversely, if they are necessary, buyers will buy them even if the price rises. The sporting sneakers have therefore become increasingly fashionable and expensive in recent years, and they are more expensive since they are designed to appeal to buyers' fashion sense. The company’s brand image has improved, but consumers now have more athletic shoe options, making demand more elastic.
Nike-like sporting shoes are called close substitutes; for instance, runners and trainers may buy non-athletic shoes that fit their demands. If Nike's shoes get more expensive, consumers can quickly transfer to Adidas or Under Armour due to their popularity (Mahdi et al., 2015). These brands are cheaper alternatives to Nike's athletic shoes and offer similar looks and functionality. The substitute impact has elasticized Nike's athletic shoe demand. Consumers want sporty and casual apparel and shoes. They are more inclined to move to cheaper options with similar functionality and style. Adidas, Reebok, and Puma provide comparable athletic shoes at lower prices than Nike. Thus, if Nike's sporting shoes cost more, purchasers can easily move to other brands, cutting demand and altering Nike’s PED. The product's elasticity is also affected by close substitutes and consumer switching. The company must consider these aspects when pricing its athletic shoes to avoid a significant drop in demand.
[bookmark: _Toc134499172]	Income Effects 
The pricing elasticity depends on income and athletic shoes may represent a small amount of a consumer's income, especially those who wear them professionally or in terms of athletics. Thus, lower-income consumers' demand for Nike's athletic shoes may be more elastic, indicating that a slight price rise may significantly decrease the amount demanded. A low-income consumer's clothes and footwear budget may be constrained. In this example, a pair of Nike athletic shoes may represent a larger percentage of their income than a higher-income client. Thus, if Nike's athletic shoes become more expensive, this consumer may switch to a cheaper brand. However, higher-income consumers may be less responsive to price fluctuations, making Nike's athletic shoe demand more inelastic.
The shoes cost more than other brands because they are luxury items hence the lower-income consumers spend a significant amount of their income on these shoes. Such buyers are more price sensitive. Hence Nike's sneakers' price elasticity is likely to be higher. The shoes comprise a small fraction of higher-income consumers' spending hence the price elasticity is likely lower. The shoes may have inelastic demand among high-income buyers who value brand names and quality over price. They may also be more elastic for low-income buyers who value pricing over brand names and quality.
Income effects suggest that Nike's sports shoe demand is more elastic for lower-income consumers and more inelastic for higher-income consumers. Substitutes and consumer preferences may also affect Nike's athletic shoe price elasticity. The price elasticity of demand for Nike shoes relies on consumers' income, preferences, and substitute availability.
[bookmark: _Toc134499173]	Pricing Policy
 Based on the factors affecting Nike's athletic shoes' price elasticity, the company should use a dynamic pricing policy considering consumer income, substitutes, and preferences (Huang, 2020). Businesses are using dynamic pricing to maximize sales and profits. This company is the world's largest sportswear company and can benefit from dynamic pricing for its athletic shoes. It may maximize revenue and profits by adjusting prices according to consumer demand, tastes, and market conditions and its product demand elasticity is crucial to its dynamic pricing strategy. 
Consumer income affects Nike's athletic shoe demand. If Nike's athletic shoes make up a small amount of a consumer's income, demand is more inelastic and less price sensitive. Lower-income consumers are more price-sensitive. The company can use price discrimination to attract higher-income consumers who are prepared to pay more for its brand name and quality (Kedia & Sharma, 2020). The company can raise pricing when it has a considerable market advantage in product features or quality, making it more challenging for consumers to switch. Based on market substitutes, Nike may price its athletic shoes appropriately. The company can still utilize value-based pricing to price their athletic shoes based on consumer perception (Nani et al., 2022). Most buyers perceive Nike's sporting shoes as luxury commodities; therefore, Nike can use its brand name and quality to justify high prices. This strategy will help Nike increase luxury market sales and profitability. By bundling their athletic shoes with t-shirts, shorts, or socks, Nike can offer a value proposition. This strategy will help Nike sell more products at lower prices and gain market share since dynamic pricing also balances supply and demand, helping Nike manage inventory. The company avoids overstocking and understocking by adjusting prices to client demand. It can lower prices if demand for its sporting shoes is low to avoid overstocking and raise prices to minimize understocking and maximize revenue and profits if athletic shoe demand is high.
Dynamic pricing lets Nike react swiftly to market developments and it can decrease its prices if a competitor does to maintain market share. If a successful sporting event or celebrity endorsement boosts demand for Nike's athletic shoes, Nike might raise pricing to maximize revenue and profits. Dynamic pricing can cause price discrimination, as different consumer segments pay different prices for the same product or service. This can make price-sensitive consumers feel mistreated and switch brands. Thus, Nike should make its dynamic pricing policy transparent and non-discriminatory. Dynamic pricing might be complicated to implement, as it involves complex algorithms and data analytics tools to collect and analyse consumer behaviour, market conditions, and competition. Overall, it can be said that Nike is a successful and competitive business, always managing to keep up with the new trends and staying ahead of its competitors in the market.
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