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[bookmark: _Toc142160680]Introduction
The purpose of this report is to provide in-depth information about the economic history of an organisation, primary objectives, business sector, services and products, business location, key markets, and other crucial aspects of the company’s corporate profile. Nike has been selected as the main subject for this report due to its extensive history, diverse product offerings, and global presence and the chosen product for further evaluation is Sportswear. Nike has incomparable global success due to its commitment to innovation, unique designs, and support for elite athletes (Vitulano, 2022). This report examines numerous sources and compiles crucial information that has influenced Nike’s path towards success. This report further investigates the marketing strategy, technological advancements, supply chain management, and brand image that have contributed to Nike’s success in the sportswear industry. In addition, the report also examines the company’s difficulties in competing within its industry, as well as its ongoing growth and market adjustments.
[bookmark: _Toc142160681]Overview of Nike
Bill Bowerman and Phil Knight founded Blue Ribbon Sports on January 25, 1964, and later on 30 May 1971 they changed the name of the company to Nike (Li, 2022). The higher product quality served as the foundation for Nike’s brand, helping to establish the company as one of the world’s foremost innovators in sports, innovation, and design. According to Fung (2021), Nike has cultivated relationships with elite athletes, teams, and sports organisations over the years, enhancing its importance in the industry. In addition, the Nike sportswear collection includes a variety of running costumes, footwear, and accessories. In addition to athletic shoes, apparel, accessories, and entertainment, Nike’s clothing line features a variety of notable products, such as apparel, accessories, and entertainment. However, the ongoing rivalry between Nike and other corporations such as Adidas complicates the analysis and comprehension of the market dominance strategies of Nike (Cicerchia, 2021). The main reason for choosing Nike’s sportswear is that Nike has a significant influence on style and fashion as a global sports brand and because of that Nike invests continuously in research and development to integrate technology into its products. Moreover, due to the use of advanced materials and design that assure efficacy and comfort, Nike’s sportswear is one of the key attractions for its customers (Ahmad et al., 2023). 
[bookmark: _Toc142160682]Factors Affecting Demand and Market Equilibrium
[bookmark: _Toc142160683]Price of Substitutes
The price of substitutes of Nike has created a perfectly elastic market equilibrium, that affects the overall demand for Nike sportswear in attaining its position in the existing market. The following graph represents the cross elasticity of demand on the price of substitute goods of Nike as compared to Adidas:
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Figure 1 XED of Substitute Goods
Source: (Nike, 2022)
Figure (1) illustrated that Nike’s sportswear substitutes may include apparel and footwear from Adidas, Under Armour, Puma, Reebok, and other private labels. These substitutes offer comparable products that appeal to the same customer requirements and pursuits. If the price of replacement parts decreases, the demand for Nike apparel may decrease. Moreover, these substitutes are readily available and reasonably priced, and consumers may be more inclined to transfer, which would decrease demand for Nike sportswear. Similarly, according to the graph above an increase in replacement costs can have a positive effect on Nike apparel demand. Bijleveld and Dellaert (2023) asserted that customers can be attracted by Nike products if they offer superior quality, performance, or brand image compared to more expensive competitors. However, there are additional elements to consider, including brand loyalty, product innovation, and marketing activity (Margaretha and Rodhiah, 2021). According to Yang (2022), Nike has high brand equity and continuous investments in cutting-edge technology and support for elite athletes to mitigate the impact of price fluctuations on replacements. Therefore, an increase in the price of substitutes increases demand for Nike sportswear, whereas a decrease in the alternative price may decrease demand. 
[bookmark: _Toc142160684]Price of Complements
If the price of the complementary product of Nike decreases the demand for Nike sportswear will increase, whereas if the price increases, demand will decrease. The following graph represents the cross elasticity of demand on the price of complement goods of Nike as compared to Adidas:
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Figure 2 XED of Compliment Goods
Source: (Nike, 2022)
In light of figure (2) it has been observed that the complement goods of fitness wear and accessories for other sports like basketball, football, and tennis, Nike may offer additional sports equipment for managing its complement goods. According to Matos (2022) as soon as sports equipment becomes more affordable, people will become more interested in sports and fitness, increasing the demand for sportswear that fits their lifestyle. Conversely, when the price of the complementary product increases, this may affect how much Nike apparel is purchased. Considering the above graph in Figure (2) the high cost of sporting goods may discourage some individuals from participating in sports or from purchasing Nike products, thereby reducing the market for Nike’s products. Nike’s extensive marketing, brand recognition, and strong connection to sports and athletics may also affect the demand for its apparel without incurring additional expenses (KAL and ABED, 2019). Therefore, in determining the total demand for sportswear, the Nike brand continues to have a substantial impact on consumer acquisition. 
[bookmark: _Toc142160685]Consumer Income
During a recession, buyers are likely to seek out costly sportswear, partially mitigating the decline in demand for luxury products due to fluctuation in consumer income. The following graph represents the cross elasticity of demand as per the income effect of Nike’s products as compared to Adidas:
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Figure 3 Income Effect of Consumers
Source: (Nike, 2022)
Figure (3) illustrated that consumer income increases typically have a positive influence on the demand for Nike athletic apparel. It is common for individuals to spend more of their flexible income on items they enjoy, such as sportswear. As incomes rise, individuals may be able to purchase high-end athletic apparel and footwear, which are sometimes considered luxury items. According to Obhan and Singh (2019), people devote more consideration to their health and fitness as their wealth grows. Moreover, figure (3) further explains that Nike clothing appeals to individuals with an active lifestyle, and those with a higher income may be able to spend more on workout-related sportswear. People from diverse socioeconomic backgrounds increasingly engage in athletic activity while choosing casual products (Norallah, Ehsani and Norouzi, 2020). Figure (3) also depicts that as disposable income increases, more people will be able to purchase sportswear, driving up demand for Nike sporting products. In contrast, a decline in consumer income can negatively impact the demand for Nike apparel. However, it should be noted that Nike sportswear serves a variety of consumer segments, including those with a moderate budget and those with a limited budget. Therefore, a decline in consumer spending may have a negative impact on demand, but Nike’s extensive selection of product volume and pricing options helps to reduce the likelihood of economic miscalculations (Nagel, 2019).
[bookmark: _Toc142160686]Consumer Tastes and Preferences
Customers with a concern for the environment will benefit from Nike’s sustainability initiatives, such as the use of recycled materials and the reduction of environmental impact. The following figure represents the cross elasticity of demand as per the effect of consumer’s tastes and preferences on Nike’s products in different segments:
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Figure 4 Consumer Taste and Preferences  
Source: (Nike, 2022)
Figure (4) depicts that there are several variables, including fashion trends, sociopolitical disruptions, and lifestyle shifts, influence the ever-changing inclinations and preferences of sportswear consumers. To be successful, Nike’s product offering and marketing strategies must be able to adapt to these shifting preferences. According to Fung (2021), consumers are becoming increasingly conscious of social and environmental concerns. Consequently, there is a growing demand for products such as sportswear that are produced ethically and with minimal environmental impact. The figure also shows that customers seeking products that satisfy their specific requirements are attracted to Nike by the company’s commitment to diversity, which is demonstrated by the company’s diversified marketing efforts (Kohli, Berg and Thiel, 2021). Matos (2022) further asserted that Nike can effectively adapt to changing customer preferences and maintain a high demand for its athletic products by heeding customer feedback, conducting market research, and observing industry trends consistently. Therefore, the expansion of Nike’s sports apparel business will be significantly dependent on the company’s ability to adapt to these shifting demands. Due to that, Nike has continuously modified its products, marketing messages, and distribution strategies to remain competitive and meet customer preferences. 
[bookmark: _Toc142160687]Consumer Expectations of Price
Due to the fluctuations in consumer expectations of price soon, sales may increase as a result of this increase in demand. The following figure (5) represents the cross elasticity of demand as per the customer expectations of price on Nike’s products:
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Figure 5 Consumer’s Expectations of Price
Source: (Nike.2022)
Figure (5) illustrated that future consumer expectations regarding the price of Nike merchandise may have a significant impact on current demand. If consumers perceive that the price of Nike sportswear will rise in the future, there may be an immediate increase in demand as consumers seek to purchase the product at its current low price (Prawira and Setiawan, 2021)). Based on the figure above, customers can feel compelled to purchase Nike apparel preferably to take advantage of the present low price if they anticipate a price increase in the near future. This may produce a sense of resolution among consumers, encouraging them to purchase Nike apparel before the price reduction is implemented. By explaining the rationale behind adopting price changes, Nike can better manage consumer expectations. Nike may also employ pricing and promotional strategies to alter consumer behaviour and sustain a constant demand. As a result, consumer expectations regarding future price adjustments for Nike sporting goods may have a substantial impact on current demand (Viana, 2022). Therefore effective communication, pricing, and marketing are required to manage consumer expectations and sustain demand for Nike apparel.
[bookmark: _Toc142160688]Demographics
The increasing number of demographics who prefer an active and healthy lifestyle can increase the demand for sportswear designed by Nike (Singh, 2021). The following figure represents the demographic segments of Nike’s products into different sectors of operations:
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Figure 6 Demographic Segments of Nike
Source: (Nike, 2022)
Figure (6) depicts that the number of customers, influenced by demographics, can have a major impact on the demand for Nike sportswear products. According to Hoffman, Gold and Curtin (2019) changing demographics, age distribution and consumer segments are likely to affect the overall demand of the sportswear market. Moreover, the figure also shows that an increase in the number of customers usually leads to demand for Nike sportswear products. The urbanisation trend often goes effectively taken with higher disposable incomes and a greater focus on fitness and wellness. However, people living in urban areas have more options for sports and activities, increasing the demand for sportswear. According to Moeliadji and Halim, (2023) to adapt to the changing demographics, Nike must take into account changing consumer preferences and market demands. Understanding the changing needs of different demographics can guide product development, marketing strategies and market expansion to ensure sustainable demand for sportswear products. Therefore, changes in customer numbers due to demographic changes can significantly affect the overall demand for Nike sportswear. Moreover, as the consumer landscape evolves, Nike’s ability to tailor its offerings to different demographics will be key to maintaining its strong position in the sportswear market.
[bookmark: _Toc142160689]Factors That Affect Sportswear of Nike
[bookmark: _Toc142160690]Substitution Effects
Based on the above analysis and depending on the buyer’s preferences and situation, Nike sporting goods may be considered a luxury or a necessity. Some customers may realise Nike sportswear as a luxury item, especially if they are willing to spend more for a well-known brand, cutting-edge technology, and connections to significant corporations. In this case, the demand for Nike clothing will be price-elastic (Singh, 2021). According to Viana (2022), luxury goods’ price elasticity of demand is higher because consumers are more willing to consider alternatives when prices change. These buyers could choose cheaper substitutes or search for other brands if the price of Nike clothing increases. However, a lot of buyers appreciate sportswear, especially those who engage in physical activity, play sports often or lead active lifestyles. They depend on sportswear for their comfort, effectiveness, and safety when doing sports. In this case, Nike sportswear can be too expensive because consumers have fewer alternatives when prices change, and demand for basic goods is less sensitive to price changes (Vizcaino and Kettunen, 2023). As per the value and trust associated with the brand, these customers will be less price sensitive and continues to purchase Nike goods even if the price of the clothes increases. As a result, the price elasticity of demand for Nike’s sporting products varies depending on the customer, ranging from being more elastic for customers who prefer luxury products to being less elastic for those who believe it is essential for an active lifestyle (Matos, 2022). Therefore, Nike must carefully evaluate its pricing strategy and market positioning to successfully appeal to both luxury and value-oriented customers.
[bookmark: _Toc142160691]Income Effects
The proportion of income that consumers earn from Nike athletic purchases may affect the price elasticity of demand for these products. When a substantial portion of a consumer’s income is spent on the brand, the demand for Nike sportswear is particularly elastic pricing elasticity of demand is high when a change in the pricing of a product or service has a substantial impact on the consumer’s budget (Vitulano, 2022). According to Cicerchia (2021), if Nike sportswear prices increase substantially, consumers who spend a lot of money on these products may seek out cheaper alternatives or reduce their overall consumption of sportswear. In contrast, demand for Nike apparel is likely to be low if consumers spend only a small portion of their income on the brand (Fung, 2021). The price elasticity of demand is low if a change in the price of a good or service has little effect on the consumer’s purchasing power. Bijleveld and Dellaert (2023) further illustrated that customers who spend less of their income on athletic apparel may be less price sensitive and continue to purchase Nike products even if the price of Nike athletic apparel rises. Therefore, the level of income of consumers who purchase Nike sportswear may influence the price elasticity of demand. If sportswear comprises a significant portion of a consumer’s income, demand may be elastic, meaning consumers may be more sensitive to price changes. In contrast, Nike sportswear makes up a minor portion of a consumer’s income, the demand could be inelastic, as such consumers are less sensitive to pricing changes (Margaretha and Rodhiah, 2021). This can develop pricing strategies and adjust the product prices of Nike to account for the income levels and purchasing power of its target consumers.
[bookmark: _Toc142160692]Suggestion on Adopting the New Pricing Policy for Sportswear Nike
Based on an analysis of the numerous factors that affect the price elasticity of demand for Nike sporting goods, the company will benefit most from a flexible pricing strategy. According to Matos (2022), a dynamic pricing strategy involves adjusting prices in real-time in response to market conditions, consumer preferences, and other external factors which considers that the sportswear industry is dynamic and constantly evolving. Nike should respond rapidly to changes in supply and demand, competition, and consumer behaviour while maintaining consistently high prices due to its dynamic pricing strategy. Moreover, various consumers spend various amounts of money on sportswear, therefore, Nike should benefit from dynamic pricing to continue serving a diverse customer base. It has been further suggested by Yang (2022) providing discounts to customers on a limited budget or lowering prices during a recession may help to maintain a strong demand. Nike should respond to competitive pricing strategies with its own, thereby preserving the brand’s competitiveness and premium image. Nike is renowned for its constant product and service innovation (Matos, 2022). Dynamic pricing may assist businesses in establishing premium prices for new products by nurturing client interest and passion during product launches. Nike should also implement an internal pricing strategy to increase price flexibility and accountability. As a result, this strategy will assist the company in increasing revenue, preserving its competitiveness, and satisfying the diverse requirements and preferences of a large consumer base.
[bookmark: _Toc142160693]Conclusion
The above analysis can be concluded as Nike Inc.’s sportswear product range is one of the world’s biggest sportswear corporations. The analysis revealed Nike’s global sportswear market position by analysing demand and price elasticity variables. The report illustrated that Nike’s sporting products have been a huge success due to its brand identification, innovation, and relationships with elite athletes. The analysis further explained that the company’s ability to service luxury, performance, and utility consumers has contributed to its long-term profitability and market domination. Moreover, based on Nike’s persistent innovation and customer service, the company will shape the sportswear industry and this will eventually contribute to Nike’s growth, and be inspired by its success as the study explores worldwide commerce.
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