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[bookmark: _Toc113020994]Introduction 
Management economics can be defined as managing the economy by promoting the main factors such as income, expenditure, money, investment and others to be more effectively used and combined. According to some authors, such as Teece, it is stated that the management of an economy requires the management of an organization to accept various challenges so that it can make correct decisions about the use of resources and their direction (Teece, 2019). Management economics is an economic theory applied in business practice regarding decision-making and future planning. Its primary purpose is to help the company's managers make specific decisions affecting its situation (Stock & Watson, 2007).
Economic management in business involves the application of various economic theories and principles to form logical management decisions. Managerial economics refers to analyzing some fundamental elements of the macroeconomic theory of public companies, such as demand analysis and estimation, demand elasticity, forecasting, cost planning and analysis, pricing policy, planned profit analysis and profitability analysis (Varian, 1993). In order to analyze the manifestation of managerial economics on a concrete example of practice, the analysis of some fundamental elements of a sportswear and accessories company, Nike, is applied. 
This report aims to present the main elements of the Nike company's strategy regarding macroeconomic management and applying theory to business decisions. It is divided into three parts, including several main elements, such as describing Nike's business, analyzing demand and market equilibrium, and the price elasticity of demand. Prices of substitutes, price of supplements, consumer income, consumer expectations and behaviour, and demographic profiles are examined. The influence of various factors on the elasticity of demand for Nike products is analyzed.
[bookmark: _Toc113020995]Introduction of Nike company and products
The Nike company was founded under the name Blue Ribbon Sports in 1964. Its founders are Phil Knight and Bill Bowerman. Subsequently, the company was transferred to the well-known Nike company (Britannica, 2022). Currently, the fortune is estimated at 32 billion dollars, and it is considered one of the world's most expensive companies for producing sportswear and accessories (Nike, 2022). In 2019, the company ranked 83 in capital appreciation according to the Fortune 500 ranking. However, this position is stable and has been maintained for over 25 years (Fortune, 2022). Nike owns only one company in the US, Converse.
Nike's main competitor is Adidas. The two companies gradually began to provide their products to the manufacturers, becoming the companies that led the market for the production of sportswear (Britannica, 2022). The specific thing is that the two companies are constantly developing innovative technologies, which leads to the creation of better productivity and an increase in production efficiency. Both companies are good at implementing and improving new technologies, creating better progress in their business development (Tannou & Westerman, 2017).
In 2020, before the outbreak of the Covid-19 epidemic, a change took place in the company, with John Donahoe appointed as CEO. He is a former director of the company eBay (Nike, 2022). According to Henbury, Nike will focus on implementing more digital strategies and digitization to reach consumers and create a better relationship with them (Henbury, 2019).
After the onset of the epidemic restrictions, each company and Nike have some difficulties and a decline in their sales. However, Nike is trying to expand its brand by acquiring the company Umbro. In this way, Nike targets and firmly holds the football equipment, accessories and shoe manufacturer position. One of the company's most important goals is to create innovation, striving to develop its potential and continuously improve technologies. Nike products provide opportunities for users to use their products in their daily lives, which creates convenience, a high degree of comfort and security. Therefore, Nike's primary goal is to continue the development of its business by adding vital innovation and product improvement.
[bookmark: _Toc113020996]Analyzing of demand and market equilibrium
First, before proceeding to the analysis, it is necessary to clarify the meaning of the law of demand. It states that other things being equal when the prices of products or services rise, their demand significantly decreases and vice versa. Conversely, when their prices decrease, the demand increases (Marshall, 1890). With the help of this law, a relationship is created between the quantity demanded and the price, affecting the market's efficiency. Demand changes result from changes in consumer purchasing power and income. In some cases, the goods are replaced with others similar to them, but at a relatively more attractive price. This leads to replacing the demanded amount of a good with another that better satisfies consumers' wants and needs (Shapiro, 1987).
[bookmark: _Toc113020997]Price of substitutes
According to Kotler, substitute goods are those products that can easily replace another product in the market. In some cases, this increases the demand for two goods when the price of one of them rises (Kotler, 2016). Nike, as a company, has a variety of substitutes in the market, but in this case, a substitute is considered to be a product that is at a lower price. For example, this could be the company Reebok. When the prices of Nike increase, the demand for Reebok increases. Due to this fact, it is considered that the two goods are substitutes. The demand for one product affects the demand for the other one. With the availability of similar goods, substitutes naturally affect the demand for Nike products. Especially popular in recent years are various replica-type goods that imitate the original product but are fakes at a much lower price than the real one. This has some impact on the demand for Nike products. However, not all consumers would agree to pay a lesser price and have fake sports shoes. The sporting goods market is very saturated with competitors, which leads to the creation of similar out-of-equilibrium situations. Nike products are very competitive, leading to the need to create better products with more creativity and innovation. This is one of the main distinguishing features of the Nike brand from those of the competition.
[bookmark: _Toc113020998]Price of complements
According to Kotler, these are most often two goods that complement each other and can be used together by consumers. In this case, there is again a directly proportional relationship. When the price of one of the two goods decreases or increases, there is an increase or decrease in the demand for the other commodity (Kotler, 2016). One such example in the development of the Nike company was in 2011 when Apple and Nike were joint partners in creating an application called Nike +. The Apple company is developing a special chip placed in the sole of Nike sports shoes. This chip aims to measure the beak's activity and sporting performance, with information about its condition and activity recorded on its Apple iPhone mobile device. In this case, when the price of one product decreases, the demand for the other increases.

[bookmark: _Toc113020999]Consumer Income
Nike has one main market segment, mainly middle and high-class consumers who prefer quality goods at better prices. In this case, consumers are more solvent, but products are also offered in Outlet stores, where they can be purchased at a lower and competitive price. Nike's newest product line always costs the most as the price drops and becomes more accessible to consumers. Although Nike produces clothing and sports shoes for the needs of various professional athletes, it cannot be said that this is Nike's main market segment. On the contrary, their products are aimed at the mass consumer. Although Nike also offers products to elite athletes specially designed for their needs, comfort and safety during sports training (Alhadeff, 1982).
Along with the Covid-19 pandemic, more and more consumers are turning to controversial activities, which increases the demand for user-friendly sports products. Nike's main market segment is consumers targeting preferences for paying higher prices but getting quality products that meet their needs. In this case, it is found that the greater the demand for Nike's goods, the higher their price.
[bookmark: _Toc113021000]Consumer tastes & preferences 
Nike products are mainly aimed at lovers of sports and sports activities. Nike products aim to satisfy users' needs to create a higher degree of comfort, convenience and security during the practice of sports activities (Dawson et al., 1991). To this end, Nike offers products ranging from sportswear to sports shoes and accessories that create a high level of comfort, motivation and better performance for both professional and amateur athletes. Nike products are aimed at a specialized service market affecting the active part of the population that loves and regularly practices sports. Therefore, their expectations and desires for the product are related to high convenience and security during the disputed activities. Nike researches consumers' wants and preferences, thereby providing them with the products they need. At the same time, Nike is constantly looking for a way to innovate, improve and implement innovation in its new products. Every year, Nike releases new models to meet the needs of users. From sports models for running and sports training to everyday models for users' comfort. When launching new products, the price is higher, and the demand is not so great.
[bookmark: _Toc113021001]Consumer expectations of price
Consumer expectations related to the price are not too high. Traditionally, in Nike's practice, when launching a new product, its price is higher. Gradually, it begins to decrease over time. The company also often launches promotions that are attractive to consumers (Foxall, 1990). The price of new models and corrections is higher, but this is expected by consumers who are fans and regular customers of Nike products. The price gradually starts to fall, increasing the demand for the products. There are also specific cases where Nike releases much more expensive products than the mainstream ones. These so-called limited collections are released on the market, but the price is higher to be owned by the more demanding and not the mass consumer (Foxall, 1997).
[bookmark: _Toc113021002]Demographic 
Nike products are world famous and known all over the world. For this, every year, the company increases the share of its sales as there is a higher demand. Although there are big competitors in the market are Adidas, Puma, Reebok and others. Adidas and Nike are the biggest competitors in the market, and among them are other companies such as Under Armour, New Balance, Sketchers, Asics and Puma.
[bookmark: _Toc113021003]The factors impact on the price elasticity of demand 
Nike is a global brand with a rich product range and some patents for the production of its products and innovative technologies in sportswear, shoes and accessories. Nike creates products for specific demographics, suitable for all age groups and gender differences. Also, Nike offers products that are aimed at meeting the needs of both amateur and professional athletes.
According to Nike's 2021 annual report, the company has revenue worth $44,538 million, which is more compared to 2019 data of $39,117 million and 2020 data of $37,403 million. Therefore, it has been found that there will be a decline in the company's sales in the year 2020 due to the Covid-19 pandemic (Nike, 2021). However, the company holds its patents well, having nearly over 20,000 patents covering its products' intellectual property, technology, design and performance (Liu, 2021).
Despite all the ongoing changes and influences, including currency fluctuations, COVID-19, economic crisis and challenges, the company is expected to have a stable income and economic sustainability to help take adequate measures to manage Nike's financial affairs and resources. (Nike, 2021). Furthermore, according to data from the company's annual report, it is found that there is a stable growth in its sales, which affects the profit and lower costs for the production of Nike products (Nike, 2021).
The company's pricing policy is relatively stable, which leads to an increase in capital resources. Products have a variety of price ranges, allowing them to influence the elasticity of demand while increasing the company's operating income (Lui, 2021). In addition, business profits help increase demand elasticity, increasing consumer demand and interest in Nike merchandise.
As already mentioned, the limited collections are the so-called luxury products, which the company sells at higher prices than the mass products. So naturally, this makes them an inelastic product compared to the many alternative products of Nike's competition, but the company increases its products this way.
The price of an item is affected by the product's demand and price elasticity, using an estimate of the sensitivity of demand to a change in price. The Nike Company conducts various studies to determine the elasticity of demand by allocating the percentage change in demand to the quantity of an item. As a result, there is wide variation in the prices of Nike's luxury and limited edition items, resulting in higher price elasticity of demand for the company's other goods. For example, at the launch of Nike's new collection, a pair of women's sports marathon shoes for $200 is followed by a 20% drop in price one month after the initial release of the collection. This leads to an increase in the chance of consumer accessibility while reducing the price of the item. In this case, people could afford to buy this item at a better price.
The elasticity of demand is most frequently influenced by things such as luxury items, necessary goods, convenience and mass commodities, and promotional and special offers introduced into the market (Hall, 2022). For instance, premium items produced by Nike have a higher elasticity than those produced by other brands. In addition to this, the availability of commodities that can serve as substitutes has an impact on demand elasticity as well.
As a result of the research, it is possible to conclude that the firm must work to enhance its marketing strategy to meet the market's requirements, which include the introduction of superior products and service offerings designed to compete favourably with alternatives (Anderson et al., 1997). In this manner, a rise in Nike item sales will occur, affecting demand. Nike's ability to strengthen its elasticity of demand can be helped by creating effective agreements with other partners and significant firms such as Apple. As long as it is directly dependent on the trends and leading interests and preferences of customers, the pricing strategy can be highly flexible and variable.
[bookmark: _Toc113021004]Conclusion 
In conclusion, it can be said that Nike offers its products in the market. However, they are influenced by various demand factors. Nike has many market substitutes and competitors, which affect consumer demand. Consumers look for different substitutes or similar products at a lower price when there is a variety of products. However, Nike's products are high-end and are available in different market segments, resulting in higher prices. Some products are discounted, which are available to the more mainstream consumer. Therefore, it is found that the demand factor highly influences the supply of Nike products. In this way, Nike offers its products by trying to meet the wishes of its users and their needs as much as possible. Thanks to their ambition, creativity, and innovative solutions, better results are achieved, and a competitive advantage is built over other brands in the market.
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