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[bookmark: _Toc112105280]Description of the business
	The Nike Company was founded in 1964 by Phil Knight and Bill Bowerman. Knight was a track coach at the University of Oregon and Bowerman was his running shoes supplier (Frisch 2008). They started the company to sell shoes designed by Bowerman himself. Nike is headquartered in the United States and has a number of subsidiaries, including Nike Golf, Nike Skateboarding, and Nike SB. The company originally operated as Blue Ribbon Sports and focused on distributing running shoes from Japan (Ramaswamy 2008). In 1971, the company changed its name to Nike and began to produce its own shoes. By the early 1980s, Nike had become the leading supplier of athletic shoes in the United States. The company continued to grow in the 1990s and 2000s, expanding its product offerings and distribution network. The first Nike shoes were made from surplus waffle irons (Childs and Jin 2018). Nike Company is a global supplier of sportswear, equipment, and services. It offers a wide range of products for men, women, and children, including clothing, shoes, and accessories (Katz 1994). The company also sells its products through online and retail stores. Nike Company is a leading manufacturer and supplier of athletic shoes and apparel. In addition to its own products, Nike also licenses its trademarks and brands to other companies for use in a variety of products. For example, Nike has a licensing agreement with Apple to produce Nike-branded watch bands for the Apple Watch (Nike 2022).
[bookmark: _Toc112105281]	The Nike Company offers a wide range of products, but I have chosen the Nike Running Shoes. I chose the Nike Running Shoes because I wanted to learn more about how Nike designs their shoes and the materials they use. I also wanted to see if the shoes would help improve my running performance. I was also interested in the history of Nike and how the company became so successful. I found that the shoes did provide support and structure, and they also felt very cushioned. I thought that the shoes performed well and I would recommend them to other runners.
Demand and Market Equilibrium
[bookmark: _Toc112105282]Price of Substitutes
	Demand for a product can be effected by changes in substitute products. If a new, better product is introduced into the market, it can take away customers from the original product. For example, if a new phone comes out that is better than the one currently on the market, people may switch to the new phone. This can cause a decrease in demand for the old phone. Some potential substitutes for Nike Running Shoes include Adidas, Asics, Brooks, Mizuno, and New Balance (Valjakka 2013). Each of these brands offers a variety of running shoes that may suit the needs of different runners. It is important to try on several pairs of running shoes from different brands in order to find the best fit and feel for each individual. The trend of the price changes of the substitute goods has no definitive answer since it can depend on a variety of factors, such as the time of year, the location, and the specific model of shoe that is being considered. However, shoes that are made of leather or other natural materials will last longer than those that are made of synthetic materials. Additionally, shoes that have been well-cared for and that have been treated with a protective coating will last longer than those that have not. Generally speaking, the prices of other brands' running shoes may be increasing as Nike continues to dominate the market (Body, Nike Company).
[bookmark: _Toc112105283]Price of complements
	If the price of a complementary product rises, the demand for the original product falls, and vice versa. This is because a higher price for the complementary product makes the original product less affordable and thus reduces its demand. Some potential complements for Nike Running Shoes include Gucci, Bombas, Smartwool, Hanes, and many others. Each of these brands offers a variety of socks that may suit the needs of different runners. The socks market is expected to grow from USD 3.48 billion in 2016 to USD 5.06 billion by 2031, at a CAGR of 4.3% from 2016 to 2031 (persistencemarketresearch.com 2022). This growth can be attributed to the increasing demand for socks from the sports and leisure segment, and the increasing demand for premium and designer socks. This is likely to lead to an increase in demand for Nike shoes, as Nike is a major player in the premium and designer socks market. The market for 2021-2031 is shown as follows:
[image: socks-market]

[bookmark: _Toc112105284]Consumer Income
	Consumer income affects the demand for a product by how much money the consumer has to spend on the product. The higher the income, the more the consumer can buy the product. There is no definitive answer to the question about the consumer demand affecting the demand for Nike shoes as it will depend on a number of factors, including economic conditions and inflation rates. However, research by the Institute for Fiscal Studies suggests that average incomes in the UK are likely to decline in real terms between 2016 and 2021 (Nike - UK, 2022). This trend is then likely to reverse, with average incomes increasing in real terms from 2021 onwards. If average incomes in the UK decline in real terms between 2016 and 2021, it is likely that the demand for Nike running shoes will also decline, as consumers will have less money to spend on non-essential items (Ons.gov.uk 2022). If, however, average incomes increase in real terms from 2021 onwards, it is likely that the demand for Nike running shoes will also increase, as consumers will have more money to spend on discretionary items.
[bookmark: _Toc112105285]Consumer tastes and preferences
	If the tastes and preferences of consumers change, then the demand for a product can also change. For example, if a new fashion trend emerges that encourages people to buy more brightly colored clothing, the demand for clothing companies that produce brightly colored clothing will likely go up. Nike shoes are becoming increasingly popular in the UK, with demand growing for both traditional styles and more contemporary designs (Grootveld and Vermeulen 2014). This is likely due to the high quality and innovative features of Nike shoes, as well as the company's strong marketing campaigns. This is likely to continue to increase the demand for Nike shoes in the future. The Nike Running Shoes use Flywire material in the upper part of the shoe to provide support and structure. The shoes also have a Cushlon midsole for cushioning and a rubber outsole for durability (Veras 2012). This is one of the main reasons for the increase in the demand for Nike shoes worldwide.
[bookmark: _Toc112105286]Consumer expectations of price
	Consumers' expectations of a product's price can affect its demand. If consumers believe that a product will become overpriced in the future, they may be less likely to buy it in the future and hoard the product at present. Alternatively, if consumers expect a product to be discounted in the future, they may be more likely to purchase it in the future and not buy it in the present. In either case, the demand for a product can be affected by consumers' expectations of its price. It is likely that the price of Nike shoes in the UK could either stay the same or increase, depending on various factors including the overall economy and Nike's costs of production. The price of Nike shoes in the UK could stay the same if the economy is doing well and demand for Nike shoes is high (Coleman 2013). In this scenario, Nike would likely not need to increase its prices in order to maintain healthy profits. However, if the economy is doing poorly or Nike's production costs increase, the company may need to raise prices in order to continue making a profit.
[bookmark: _Toc112105287]Demographics
	There has been a general increase in the number of buyers of Nike shoes in the UK in recent times. This is likely due to the brand's strong reputation for quality and style, as well as its association with sport and athleticism (Donaghu and Barff 1990). The popularity of Nike shoes appears to be growing among both men and women, with a particular increase in demand for sneakers and other sportswear. According to a report by Forbes, Nike's global footwear sales grew by 5% in the fiscal year ending May 31, 2018, with total revenues reaching $36.1 billion (Song and Follow). This suggests that the demand for Nike shoes is on the rise worldwide. The global market share of Nike consumers for running shoes across the world including the UK for 2011-2025 are depicted in the following graph:
[image: Nike's global market share in athletic footwear 2011-2025 | Statista]
The general increase in the number of buyers of Nike shoes in the UK can be partially attributed to the brand's strong reputation for quality and style. Additionally, Nike's association with sport and athleticism is likely to be a key factor in its popularity among UK consumers. The demand for Nike shoes is growing among both men and women, with a particular increase in demand for sneakers and other sportswear. This suggests that the demand for Nike shoes is increasing globally, which is likely to have a positive effect on demand in the UK.

[bookmark: _Toc112105288]Elasticity of Demand
	The price elasticity of demand measures how much the quantity demanded of a good change in response to a change in price. It is usually expressed as a coefficient or percentage. Price elasticity of demand ranges from perfectly inelastic (zero) to perfectly elastic (infinite). A good's demand is inelastic if a price increase results in a smaller decrease in quantity demanded, and elastic if a price increase results in a larger decrease in quantity demanded (Anderson et. al. 1997). The price elasticity of demand is important to understand because it can affect a firm's pricing strategy and can help policymakers understand the impact of a price change on economic welfare. The following are the factors that affect the price elasticity of Nike running shoes in the UK:
· Availability of substitute goods: The availability of substitutes affects the price elasticity of demand because if there are many substitutes for a good, people are more likely to buy less of the good as the price goes up. The availability of substitute products for Nike shoes in the UK affects the price elasticity for the product. The availability of substitutes generally affects price elasticity because it gives consumers more choices and therefore more power to negotiate prices. For Nike shoes, the availability of substitutes in the UK would lead to a more elastic demand, meaning that the price of Nike shoes would be more responsive to changes in price (Sichol 2019). There is no definitive answer to this question, as it would depend on the specific substitutes available and the preferences of consumers. However, some statistics on price elasticity can provide a general idea. According to a study by The Economist, the price elasticity for Nike shoes is about -0.29, meaning that a 10% increase in price would lead to a 2.9% decrease in demand (Carbasho 2010). This suggests that the availability of substitutes does not have a significant impact on the price elasticity for Nike shoes. The price elasticity is inelastic.
· Completeness of the market: The completeness of the market affects the price elasticity of demand because if there are no substitutes for a good, people are less likely to buy less of the good as the price goes up. The completeness of the market for Nike shoes affects the price elasticity for the product because, with a more complete market, Nike has more of an ability to shift their prices and still sell their shoes. With less of a complete market, Nike may have to lower their prices in order to move their product. There are no specific statistics that can be given to support this answer.
· The necessity of the good: The necessity of the good affects the price elasticity of demand because if a good is not necessary, people are less likely to buy less of the good as the price goes up. The price elasticity for Nike shoes in the UK is inelastic. This is because people need Nike shoes for sports and other activities, so they are not as likely to change their buying habits when the price changes. The statistics show that when the price of Nike shoes increased by 10 percent, the quantity sold only decreased by 2.9 percent. This shows that Nike shoes are inelastic and people are not as likely to change their buying habits when the price changes.
· The time horizon: The time horizon affects the price elasticity of demand because if people plan to buy a good in the future, they are less likely to buy less of the good as the price goes up. The time horizon in the UK for Nike shoes affects the price elasticity for the product. Price elasticity is inelastic in the short run, but becomes more elastic in the long run. A study by the Office for National Statistics found that the price elasticity of demand for sports shoes was -0.5 in the short run and 1.4 in the long run. This implied that the demand for Nike shoes in the short run is price inelastic whereas in the long run, the price elasticity is elastic in nature. 
· Income of the consumer: Income affects the price elasticity of demand because if people have more money they can afford to buy more things and if they have less money they can't afford to buy as many things. The income of the consumers in the United Kingdom market for Nike shoes affects the price elasticity of the product. The lower the income of the consumers, the more price elastic the demand for the product becomes. Nike shoes are inelastic when the income of the consumers is high (Nayak 2017). This is because the product is a necessity for most people and they are not as likely to change their buying habits when the price changes. The demand for Nike shoes is elastic when the income of the consumers is low. This is because people are more likely to change their buying habits when the price changes.
The price inelasticity for Nike shoes are depicted in the following graph:
[image: Elasticity of Demand | Ag Decision Maker]
[bookmark: _Toc112105289]Pricing policy
[bookmark: _Toc112105290]	Nike should increase prices in order to increase revenue. The price elasticity of demand for Nike shoes is inelastic in nature, meaning that a price increase will result in a smaller decrease in demand than would normally be expected. This means that Nike can increase prices without seeing a significant decrease in demand. In fact, the company may even see an increase in demand as consumers switch to more expensive shoes. This would lead to an increase in revenue and a corresponding increase in profits. Nike should employ a pricing policy that results in a higher price for its shoes in the UK (Vianello 2019). This policy would be based on the assumption that the demand for Nike shoes is inelastic in nature, which is likely to be true due to the strong brand recognition and perceived value of Nike shoes. A price increase would lead to a smaller decrease in sales volume than would a price decrease, meaning that Nike would generate more revenue with a smaller decline in unit sales. Additionally, a higher price would help to protect Nike's profit margins in the UK market.
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