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Preface:  

As part of the new employee program at Nike Inc., group Wentworth is in rotation and assigned 

to the Strategic Planning Department sector. The objective of group Wentworth is to find ways to 

increase Nike’s profit. In doing this, the group is to perform a thorough analysis that incorporates 

the uses of McKinsey’s 7S Framework, Porter’s Five Forces Model, SWOT analysis and 

anything else deemed necessary. Group Wentworth is to compile a comprehensive report, and 

submit it to the proper executives.  

 

Executive Summary: 

Founded in 1962 by Phil Knight and Bill Bowerman, Nike Inc. has evolved into one of the most 

recognizable brands in the world. Owning 80% of the current market share in athletic apparel, 

while also sponsoring the most powerful athletes, teams and icons in the world makes them the 

clear cut product leader. FY 2011 reports show that Nike Inc. revenues were accounted for at 

$5.8 billion, and net income at $594 million. Nike Inc. has over 47,000 branches in over 100 

different countries across the world, due to their hands stretching out wide due to ownerships of 

Cole Haan, Umbro, Converse, and many more. Nike Inc. plans to dominate the competition and 

athletic industry by using its differential advantage and continuing to be a pioneer in all facets of 

sports industry. 
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Income Statement: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



    

BACKGROUND ON 7 S FRAMEWORKS: 

 

The 7S Framework has been used for generations to internally analyze companies. The 

7’s are strategy, structure, system, shared values, style, staff, and skills.  The strategy of a 

company is the plan devised to maintain and build competitive advantage over the competition. 

The way the organization is structured and who reports to whom can go a long way and develops 

good communication.  The system of any company is the daily activities and procedures that 

staff members engage in to get the job done. A company has a set amount of shared values or 

“superordinate goals” when the model was first developed, these are the core values of the 

company that are evidenced in the corporate culture and the general work ethic.  The style of 

leadership adopted and the employees and our general capabilities sum up style and staff. 

Finally, the most important part of this analysis is what skills the company possesses in order to 

keep the company successful.  The model is based on the theory that, for an organization to 

perform well, these seven elements need to be aligned and mutually reinforcing. The model can 

also be used to help identify what needs to be realigned to improve performance or to during 

types of change. 

 

 

 

 

 

 

 



    

THE SEVEN S FRAMEWORKS (INTERNAL ANAYLSIS) 

 

Strategy: 

  

Nike uses there athletes as sponsors to advertise our products. They create products that 

will appeal to as wide of an audience as possible while using the celebrity athletes to endorse 

them. Nike started as a shoe company and our Air Jordan shoe line is now one of the most 

popular brands for young adults. Featuring Michael Jordan, the best basketball player of all-time, 

young athletes want to wear Air Jordan shoes while playing basketball and to hopefully play like 

Michael Jordan. In addition, we promote more than just shoes; athletic apparel and equipment 

have all been selected in certain commercials where specific athletes promote the Nike Brand. 

More importantly, Nike creates our “trendy” products in China in order to get a bigger return on 

profits since labor and material costs are extremely cheap outside the United States. 

Nike tends to coordinate our product with the audience. In order to survive you need to 

have the ability to change and expand your company. Granted, Nike was a superior shoe 

company, but expanding and broadening our product range to apparel and equipment has made 

Nike into a powerful international conglomerate. However, the biggest way Nike intends to 

achieve our objective is by having the most well-known athletes promoting our products. 

Reebok, Adidas, and New Balance are the main competitors against Nike. However, 

since we have created a unique strategy, there differential advantage has separated us from all 

other competitors. Our new development of Nike ID, where you can customize your own 

personal shirts, shorts, and shoes online, has separated us from our competitors by giving the 



    

customers the ability to design the product. Also, expanding and providing excellent services to 

customers allows Nike to implement our strategy to make a substantial profit. 

The customer demands are what Nike thrives on. Customer’s feedback on Nike’s 

products allows us to further create more consumer appealing products. On the other hand, since 

we have athletes promoting our products, people believe that since the celebrities are wearing 

them, they should too.  So, customers rarely complain about certain Nike products and with the 

arrival of Nike ID, customers can now create unique, customizable products. 

Nike’s environment has its strengths and weaknesses, but has gotten bad publicity for our 

labor relations and factory conditions overseas. However, Nike’s marketing research has made 

them into the company they are today. As a result of product and pricing research, Nike has 

focused on the high end market while increasing its market share in the middle and low price 

ranges in an attempt to broaden Nike’s product spectrum.1 

 

Structure:  

Nike has over 47,000 branches in over 100 different countries across the world and the 

main facility is located in Beaverton, Oregon. Since we are worldwide, our specific branches can 

attend to customer problems easier and orders online can be delivered in a timely fashion. 

In order to maintain proper management and organization in any company there needs to 

be hierarchy. Each branch has its own manager and financial team like every other company in 

the business. However, Nike’s research and development team has a strong impact and since 

Nike has merged with some many different companies, the CEO and Director of Operations have 

to coordinate with each department to effectively succeed. Finally, management sends weekly 
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emails to update employees on the recent successes of Nike-sponsored athletes, and often hosts 

spokespeople to motivate and thank its staff for contributions to the sports world. 

Not only does Nike have various departments for different products, we have actual 

companies that we bought out and now manage. Normally, meetings and status reports on how 

each division and department is performing is key to analysis and determine how to coordinate 

activities. In addition, Nike’s technology has been upgraded therefore; the activities within the 

branch itself can improve. Nike’s leadership style is characterized as a team management 

approach. Our upper management consists of executives with vast experience and knowledge. 

Throughout Nike, we are a team oriented organization that is also capable of work independently 

recognizing the common stake that each place holds within Nike.  

Nike has had special promotions where average American citizens customize their own 

shoe and the best one was turned into an actual product. Decentralizing our decision making is a 

great way to make sure the customers like what Nike delivers. In addition, sponsored athletes 

have a good say on whether the will wear the new product because if customers see the athlete 

wearing it, the product’s stock and value increases. However, having a decentralized company 

works well for the products but most ownership decisions and mergers within the company come 

from corporate.  

Nike’s slogan “Just Do It” has been the label for the company since 1988. Through its 

“Just Do It” campaign, Nike was able to tap into the fitness craze of the 1980s. While, Reebok 

was sweeping the aerobics race and gaining huge market shares, Nike contradicted this by the 

launch of this campaign. With Reebok’s comfortable and much cheaper shoes it was hard for 

Nike to compete. However, Nike responded by releasing a tough, strong ad campaign that 

seamlessly forced people into exercising, but more importantly, to buy Nikes. Not only has the 



    

campaign taken off since then, the explicit message that Nike conveyed transformed the 

company into what it is today. 

 

Shared Values: 

 

Nike’s mission statement is to be a company that surpasses all others in the athletic 

industry. In order to do this Nike needs to maintain our position by providing quality footwear, 

apparel and equipment to institutions and individual consumers of all ages and lifestyles. Nike 

pledges to make our products easy available worldwide through the use of retail outlets, mail 

orders, and our company’s web site2. Nike’s management believes that our success lies in the 

hands of our teammates, customers, shareholders and the communities in which we operate. We 

vow to keep this in mind with the execution of every decision within our company. In order to 

maintain these values, Nike wants to be known as a respected and professional company.3 

In addition, Nike wants to build relationships around trust and respect. The company 

culture lends a hand to the fact that top management’s teamwork style has spread throughout the 

organization. The core value since the beginning has always been establishing a company that 

produces top quality athletic footwear and apparel. Nike’s devotion to the research and 

development of its products has made it the largest market share and the leader of quality 

products. Since becoming a worldwide company Nike has been striving towards an inner culture 

that reflects this mantra. Employees are given an hour and a half for lunch to play sports or 

simply workout. The new Nike is not just about the products, but about promoting a lifestyle. All 

new employees view a video of sports highlights accompanied by a soundtrack that discusses the 
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athlete’s competitive spirit. This helps the employees relax and make them comfortable and 

happy coming into work. Similar to Google, Nike has brought a “home” and fun feeling to the 

workplace. 

 

Skills: 

 

Nike’s strongest skill is to advertise and market our products above and beyond the 

competition. Acquiring the best athletes to promote and wear certain products on commercials 

gives Nike the edge over all other companies. In addition, our ability to expand away from just 

shoes as well as expand internationally increased our market share and profits dramatically; now 

having net revenue in excess of $13 billion. Following that, Nike has merged with other 

companies such as Livestrong, Converse, Umbro, and Cole Haan to name a few to further 

promote the company. These companies help Nike reach out to more customers seeking different 

styles and products. Another way Nike out competes the rest of our competitors is simply 

creating a better product. The NFL recently left Reebok to sign a new deal with Nike to create 

new uniforms which will bring in upwards of 350 million dollars annually. Nike has been 

actively involved in providing college uniforms to top colleges around the nation which caught 

the NFL’s eyes. Overall, Nike has revolutionized not only the shoe market but all type of athletic 

apparel and equipment.  

Nike has upgraded all our stores and branches to PC-based systems running the more 

sophisticated Windows NT operating system. This has allowed employees the ability to keep 

track of sales and inventory data effectively and has cut down on mistakes. In addition, Nike has 

improved oversea factory conditions in order to cover them from the bad media coverage they 



    

faced in the late 90’s. This has included increasing the minimum age of work to 18, building 

education programs for workers, and even giving loans to low-income families in Asia. 

Generally, most employees on all levels have the ability and capability to perform the job4.  

 

Staff: 

 

One of Nike’s strong specialized team member is Co-founder, Philip H. Knight, has been 

with Nike since its inception. As a result, he has much knowledge and experience about the 

company and the industries in which it competes. Knight’s strategic planning managerial is both 

risky and conservative decisions based on careful thought and analysis. His participative 

decision-making style can also be viewed as a willingness to listen to others to generate ideas. 

He does not limit the company’s options to one-sided ideas and decisions.5 

Nike will be having major changes within our Board of Directors. The average age of 

Nike’s board is around 62. This constitutes a possible problem with the lack of youth who could 

serve to bring a new perspective to the company and assist in achieving Nike’s goals. However, 

Nike has consistently been successful and increasing profits throughout the past years.  

 

Systems:  

 

The main systems that run Nike are our Research and Development and Advertising 

campaigns. Having a good product can only benefit the company if you can promote it. Nike’s 

advertising is global sending out the message that Nike is THE brand to wear. Controlling 80% 
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of the market for all sports apparel, our cutting edge products allow them to sell our products 

above market value and get a greater return. Over the years Nike’s Human Resources has 

controlled all incidents including the labor dispute in Asian and has been a strong aspect of the 

company. As for financial status, the past 5 years they have increased our total revenue over 4 

million and our profit by 2.5 million.  

 

Style: 

 

 Over the past decade Nike’s management wants to implement a lifestyle to employees. 

Making it a comfortable coming into work and promoting team building. Obviously, our profits 

proved that our leadership and management styles are effective. Incorporating sports into the 

workplace is always a great way to implement a competitive spirit to employees. Overall, Nike 

has become the best sports distributor the past twenty years and will continue to grow and 

expand.  

 

 

 

 

 

 

 

 



    

Porter’s Five Forces Model of Competition  

 

 

Suppliers Power: 

NIKE has stores located in 45 different countries and has over 700 shops 

throughout the world. This means NIKE has a variety of different suppliers, from 

different countries, to handle the massive amount of apparel demanded by their 

customers. The advantage of having a wide spread of different suppliers creates equal 

sourcing between the various merchants. Our manufactures are all wholly-owned 



    

businesses of NIKE, and some independent contractors in China and Taiwan. The 

principal materials used in our apparel products are natural and synthetic fabrics and 

threads, plastic and metal hardware, and specialized performance fabrics designed to 

repel rain, retain heat, or efficiently transport body moisture. NIKE’s contractors and 

suppliers buy raw materials in bulk. Most raw materials are available in the countries 

where manufacturing takes place. We have thus far experienced little difficulty in 

satisfying our raw material requirements. Due to the years in business with our suppliers, 

NIKE has provided a healthy relationship with its many of them which guarantee’s us an 

advantage over all of our other competitors. 

 

Buyer Power: 

 

NIKE’s awareness of its customers attributes is what keeps us ahead of our 

competitors and as a customer favorite. Extensive research is done by our company each 

and every year to figure out what our customer’s preferences in style, comfort, and price 

may be. This research gives our company a competitive advantage over our competition 

because it allows us to estimate the volume of raw materials we must purchase and for 

what brand. Due to our top quality and high tech apparel in combination with the style 

and availability of a brand, buyers seek out and take advantage of what NIKE continues 

to do best which is produce the best athletic footwear in the world. Companies such as 

Adidas-Reebok, Puma and UnderArmor would be classified as substitutes for our 

customers if such things as price or style did not satisfy their taste. Price issues would 

probably be our main concern for customer substitution. Concerns as far as buyers or 



    

entrepreneurs copying our products and sell them for cheaper prices are plausible and 

should not be over looked. It would be a difficult task to achieve due to the popularity 

and familiarity of our products. NIKE also has a foot-up on the new entrepreneurs thanks 

to the cutting edge technology we use and continuously update. NIKE Brand recognition 

can be identified by countless amounts of people around the world thanks to the brilliant 

marketing of famous athletes wearing and promoting our products. Not only does NIKE 

have the world’s top athletic brands, but we have also given some of the top athletes in 

the world their own brands under our company name such as Air Jordan’s. In the 

ordinary buyers mind NIKE sticks out as the top competitor in athletic apparel.  

 

Threat of New Entrant: 

 

NIKE is the #1 leading competitor in athletic footwear and apparel in the entire 

world. This means our company has secured Intellectual Property in its stream line 

products such as Air Jordan’s, NIKE + iPod and NIKE Air Max. This does not exclude 

the fact that our competitors may mimic our products by putting its own twist on our 

ideas. An example of this would be what Adidas-Reebok, Pumas, and NIKE all done in 

the “barefoot technology” department. Once one brand proves to be a success, other 

competitors will follow to try and gain a profit. To avoid losing that customers in a 

situation such as that, we must try and stay ahead of the curve by constantly updating that 

product and listening to our customers construction criticism. Our company’s edge over 

new entrants is that NIKE associates itself with sport icons as LeBron James, Kobe 

Bryant, Tiger Woods, Michael Jordan and many more. We constantly are playing TV ads 



    

all over the world; generating an average commercial approval rating of over 75% of 

viewer. Sporting events and prime-time programs are some of the other example why it 

would be hard for new entrants to compete with our company. In terms of money and 

time it would take for entrepreneurs to enter our industry of sporting apparel, time would 

be the most difficult factor due to NIKE having the highest recognition in the industry.  

 

Competitive Rivalry: 

 

Competitive rivalry is what drives our company to keep striving towards being the 

very best in our industry. NIKE’s advantages over our competitors can be summed up 

using one strategy, differentiation strategy. This requires our firm to create something 

about our product or service that is perceived as unique throughout the industry. This can 

be accomplished by many strategies such as: our warranties, brand image, technology, 

features, services, quality/ value and more. By always being aware of where new revenue 

streams will pop up is a big advantage in our industry because the first to patent a new 

style or product will be the company that sticks in the minds of our customers. Knowing 

NIKE’s strength and weaknesses is important for us to stay on top, but knowing 

competitor attributes and how much they earn from what, is just as prudent. Listed below 

are our top three competitors, their top selling products, and how much income that 

merchandise provides: 

 

• Adidas-Reebok: The Torsion is a stability technology located in the midsole of the 

shoe; it is meant to provide natural rotation between the forefoot and the heel, 



    

ultimately allowing for better support in the mid-foot. adiPRENE is a neoprene-like 

material that feels somewhat like "nerf-gun"; it is most often used in the heel of a 

shoe. adiPRENE is quite durable, and is meant to respond to the cushioning needs of 

active feet. These unique feature generate $11.7 Billion  

 

• Puma: Has high popularity in the “King” which became popular after 

Portuguese footballer Esuebio, shot 42 goals with the King model of boots in 1968, 

winning the Golden Boot Award as Europe's leading scorer. The King model also 

was the favorite shoe of players like Pelé, Mario Kempes, Rudi Völler, Lothar 

Matthäus, Massimo Oddo and Diego Maradona. Puma have continued to release new 

versions of the King range, and released a version in 2009 to celebrate the history of 

Italian soccer, and in particular double World Cup winning coach Vittorio Pozzo, the 

Puma King XL Italia. Products such as this have generated a yearly income of $3.6 

Billion for Puma. 

 

• UnderArmor: Products such as UnderArmor athletic t-shirts is there most popular 

product. This compression shirt is what helped start the company and has been the 

company’s best-selling item. UnderArmor as of 2010 has a gross income of $530.51 

Million annually.  

  

 

 

 



    

Threats of Substitution: 

 

NIKE products are high quality and command higher prices, making us 

vulnerable for substitution with our competition. Our buyers, sometimes, do not agree 

with the prices we have chosen for a certain brand.  Depending on the type of product and 

its quality, we sometimes have no choice but to raise the price to allow ourselves any 

kind of profit. This may be associated with the cost of the raw materials to make a 

particular brand are expensive. A possible solution our company could be to incorporate a 

product that is lower quality than our typical standard. Another option could be that 

NIKE can incorporate more sales and deals for our customers. That way we do not have 

to lower standards and customer approval ratings will increase due to popular products 

being easily affordable throughout the year. The levels of substitution available for the 

products are high due to our many competitors selling quality products at low prices. 

That is why our company must always research our market before developing 

merchandise that is too expensive to turn a profit. If one of our commodities happens to 

get substituted with a rival product, our plan of action is to perform a SWOT analysis on 

that product to figure out a better solution, while putting our own spin on it. 

 

 

 

 

 

 

 

 

 

 

 



    

Nike S.W.O.T. 

 

 

 

 

Strengths 

•Nike is a globally recognized for being the number one sportswear brand in the World. 

•During the Atlanta Olympics, Nike, a competitive organization, had a healthy competition with 

Reebok who Nike expensed on sponsoring the games. Nike sponsored top athletes which gave 

them valuable coverage. 



    

•Nike uses contract factories to get work done because they do not have their own. This allows 

Nike to be an efficient organization. It has contracts with above 700 shops globally in about 45 

different countries. 

•Nike is constantly trying to improve its product with constant research and development. It is 

quite evident regarding its evolving and innovative product range. 

•They manufacture high quality at the lowest possible price. If prices rise due to price hike then 

the production process is made cheaper by changing the place of production. 

•It belongs to the Fortune 500 Company list. 

•Nike employs about more than 30,000 people worldwide. 

•Sponsors top athletes to help increase their marketing. 

•It uses lunarlite foam and flywire materials in order to make the manufactured shoes lighter and 

more controllable. 

 

Weaknesses 

•Nike is still heavily dependent on its share of the footwear market, even with its wide range of 

sportswear. If something ever happened to the footwear market this would leave Nike 

vulnerable. 



    

•The retail sector is price sensitive. Retailers often try to offer customers and equal product but 

cheaper in price which pushes the low price competition onto Nike.  

•Nike was for quite some time unwilling to disclose any type of information concerning its 

partnering companies. 

•It was charged with the violation of overtime and minimum wage rates in Vietnam, 1996, that 

was seen as having poor working conditions, and that it was also charged for exploiting cheap 

workforce overseas. 

•Reports say Nike was using child labor in Cambodia and Pakistan to produce soccer balls. 

 

Opportunities 

•Although the owners of Nike believe it is not a fashion brand, large number of consumers looks 

at Nike as a fashion trend even if they do not participate in a sport. It is mostly argued that in 

youth culture, Nike is a fashion brand which also creates opportunities for Nike since its products 

would become outdated before even the product wears out. For example Nike customers often 

feel the need to own the latest and greatest product even if there are older products on the 

market.  

•Has the opportunity to tap into several international regions that have the right amount of money 

to spend high end sporting goods. Nikes impressive global brand recognition also helps in this 

aspect.  



    

•Nike uses its sponsorship agreements and promotion of corporate brand in order to benefit the 

corporate marketing of the company. 

 

Threats 

• Nike is exposed to the international nature of trade so it sells its product in different currencies 

which destabilizes the costs and margins for profits over long periods of time. This type of 

exposure may cause Nike to be manufacturing and/or selling at a loss, although that is not the 

case for a giant as itself. 

•The competition with sportswear and sports shoes is always on the rise. Competitors are always 

trying to develop new brands and techniques that will minimize Nike’s market share.  

• A recession may lead to job shortages in most of Nike’s worldwide branches. 

•Nike is constantly trying to improve their product to become more “green,” because of the 

textile industry disturbing the environment. 

•Nike often is faced with the threat of consumers constantly shopping around for better deals 

involving the same quality of good for a cheaper price. This specific price sensitivity is a major 

threat to Nike. 

•Being such a heavily talked about company and having such a widespread advertising market, 

Nike often experiences harsh publicity feedback. 

 



    

Recommendations for Higher Profit: 

After the group compiled information on Nike Inc. it was time to amass a list of way to produce 

more revenue and profit for an already dominant company. The list is as follows: 

 

• Create specialized stores. The group brainstormed that Nike can have individual stores 

that are mainly focused on a specific sport that targets the area demographic. A few 

examples we discussed was to have the Nike Bauer Hockey store in Boston, which is a 

big hockey city; or have a Nike Basketball store, or Nike Baseball, and so on. This will 

highlight Nike’s specific products and isolate the swoosh and the products that we design 

specifically for athletes to be at the top of their game.  



    

• Nike Inc. must look outward and continue to broaden its web. This doesn’t just go for 

athletic apparel, but every type of apparel. Taking in Cole Haan was a major step in the 

process, but more can be done. Buying out companies such as UnderArmor and Adidas 

are out of the question. 

• Nike Inc. must continue to outsource and remain ethical while doing so. Resources and 

materials must continue to be developed and created in China, but the rate and amount 

should increase. Nike has left an imprint in China both economically, and athletically and 

should look to do the same in other highly populated countries. Nike must look towards 

India, Brazil, and along the Pacific Islands to not only be able to make more product 

quicker, but expose the area to Nike Inc. athletics and the icons that are with it. 

• Nike Inc. must stay out of negative news. It must do everything in its power to not deal 

with issues such as child labor and wage laws. Ethical behavior and operations must 

remain key, and be a significant ideology. Nike Inc. must also be very thorough on who 

is signed to represent their brand. Case and point with Tiger Woods; the endorser and 

endorsee must know every single fact about one another.  

• Nike Inc. must continue to stretch beyond the footwear sales. There are hundreds of shoe 

manufacturers, all looking to sell shoes, because they do not have the ability to do more 

because of their lack of overall influence. Nike Inc. must use their influence fully, and 

gain as much capital on items other than shoes, but while also creating the best shoes on 

the market. 

• Nike Inc. has extended its rights to supply the 4 major sports in America, but must 

continue to extend the reach. Nike Inc. will become the official supplier of apparel of the 



    

NFL starting in April of 2012, but must continue to work. We must work hard to out-bid, 

and out-do Adidas when the next NBA sponsorship comes along. Nike Inc. already has 

contracted deals with about half of Major League Baseball, and over 60 National Hockey 

League players. Nike Inc. should continue to work those relationships, and do as much as 

possible to be the official supplier of all leagues.  

• Nike Inc. must get to the largest athletic events in the world and set up shop. We must get 

our product out there and make it consumer friendly. Some events include the Super 

Bowl, Olympics, World Cup, World Series, NBA Finals, Stanley Cup, MLS Cup, etc.  
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JUST DO IT 


