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			Summary of Nike (Julie Strasser and Laurie Becklund)

			1. The Tiger Years (1964-1971)

			The founder of Nike was Philip Hampson Knight.

			Knight acquired the nickname “Buck” early in life and it stuck with him. He attended the University of Oregon majoring in accounting, and later went to Stanford School of Business. While at the University of Oregon, he joined the track team and was coached by Bill Bowerman who was legendary for developing successful mile track runners.

			Phil was a very good runner, and he raced with a lot of success. As luck would have it, though, his on-track performance was eclipsed by another university team member Jim Grelle who later went on to represent the United States at the Olympics.

			While at Stanford, Phil Knight wrote a paper about a small business idea as an assignment. In the paper, he discussed the concept of what would happen if the Japanese did to German running shoes what they had already done to German cameras. Knight concluded his paper by saying that with cheap Japanese labor, an American distributor could sell track shoes that rivaled Adidas in quality but undercut them in price.

			Before settling into a career somewhere in corporate America, Knight decided to get some overseas experience. With the financial help of his family, he had enough money to travel to the Far East. In 1962, Knight ended up in Japan, where he immediately fell in love with the country and the people. While there, he noticed some imitation Adidas running shoes in a sporting goods store. The shoes were Tiger brand, manufactured by Onitsuka Co. Ltd of Kobe.

			Just before leaving Japan, Phil went and visited Onitsuka Co. He introduced himself as an American shoe importer, and was pleasantly surprised to receive a warm welcome. Knight assured the Japanese company their shoes looked good, and promised to place an order when they sent some samples of a new leather shoe they were developing. When they asked the name of Phil Knight’s company, he replied, “Blue Ribbon Sports” - the first name that came to mind.

			Unbeknown to Knight, Kihachiro Onitsuka, the founder of Onitsuka Co. Ltd. had just spent a few months studying the American market. Many Japanese companies used the large trading companies to represent them overseas, but Onitsuka had decided instead to appoint American distributors with experience in specific sports. Onitsuka saw Knight as the ideal way to move into the American market for running shoes. At the time, Onitsuka manufactured 66 shoe models and had annual sales of around $8 million.

			When Knight returned from his trip, he approached his old track coach, Bill Bowerman, and asked if he would like to become involved in a company importing Tiger brand running shoes from Japan. Bowerman agreed, seeing it as a way to produce good running shoes for his track team. He also told Knight he expected to be cut in on the financial benefits in some way or another.

			Bowerman and Knight decided to form a legal business partnership called Blue Ribbon Sports. They each contributed $500 to start the company and shook hands. There were no business plans, no contracts, no lawyers - just a handshake and a shared interest in the sports shoe business.

			Blue Ribbon placed its first order for 300 pairs of Tiger shoes in February 1964. The order was worth $1,107 - $3.69 a pair. They hoped to sell the shoes for $6.95 a pair, which would undercut Adidas. It took around four months for that first shipment of shoes to be sold out.

			There was a hiccup when Blue Ribbon tried to place an order for another 1,000 pairs of shoes. Onitsuka told Knight they already had an American distributor, based in New York, and that Blue Ribbon would have to work through him. Knight jumped on a plane and went back to Japan to see Onitsuka personally, and eventually succeeded in having Blue Ribbon designated as Onitsuka’s exclusive agent for the 13 western states of the United States of America. Onitsuka and Blue Ribbon Sports signed a one-page exclusivity agreement.

			Adidas, based in Herzogenaurach, Germany, absolutely dominated the U.S. and world markets for athletic shoes in the 1960s. Adidas shoes featured prominently in the Soccer World Cup, the Olympics and other major sporting events.

			Adidas was run by Adi Dassler. His brother, Rudi Dassler, had an argument with Adi and started the Puma athletic shoe company on the other side of the same German town. These two companies had been the bitterest of enemies ever since, and competed vigorously against each other. In the early 1960s, this rivalry had reached a stage where both Adidas and Puma were starting to pay athletes to wear their shoes at important competitions.

			Blue Ribbon Sports had been started by middle distance runners in Phil Knight and Bill Bowerman. Their first employee, Jeff Johnson, was also a middle distance runner. Middle distance events (like the mile) require speed, endurance and an ability to handle good tactics. These traits would later come to epitomize the Blue Ribbon Sports approach to business.

			Jeff Johnson lived for running. When Phil Knight sent him a pair of Tiger running shoes in January 1965, he’d just graduated from university and was looking for a career which would still leave him enough time to do some serious running training.

			Jeff decided to sell a few pairs of Tiger running shoes while he was healing from a torn tendon. “I’m not so completely gung-ho, but I just haven’t anything better to do at the moment,” he wrote to Phil Knight as he ordered 50 pairs of Tiger shoes.

			When the shoes arrived, Johnson headed off to a road race with a few pairs of Tiger shoes stuffed in the back of his VW bug. To his surprise, he sold 13 pairs of shoes his first day. Johnson suddenly realized people liked the shoes, and there may be a business opportunity in them after all.

			At that time, Blue Ribbon Sports was a small operation. Phil Knight worked full time as an accountant, and ran Blue Ribbon after hours and on evenings. Bill Bowerman was still coaching the University of Oregon track team. Jeff Johnson took on a full time job as a social worker, and sold shoes at evenings and on weekends.

			Blue Ribbon Sports sold $20,000 of Tiger shoes in its first year of operation. By the end of 1965, Jeff Johnson had left his social worker job and was working full time at selling athletic shoes on commission, with a $400 a month advance. He turned his apartment into a shoe store and forged ahead enthusiastically.

			Johnson came up with several innovative ideas for promoting Tiger shoes, including printing T-shirts with a large Tiger logo. This was actually a novel advertising concept in the 1960s. Johnson also talked Knight into planning ahead in more detail. As a result, Knight again went to see Onitsuka in Japan, and signed a three-year exclusive contract to distribute Tiger track shoes throughout the entire United States of America.

			In late 1966, Blue Ribbon Sports opened its first retail shop in Santa Monica located between a beauty salon and a termite exterminator. Jeff Johnson became the store manager, in addition to attending track meets, running the mail order business and doing all the promotional work. Johnson would later go on to start Blue Ribbon’s first East Coast store in Natick, Massachusetts.

			Meanwhile, Bill Bowerman visited Arthur Lydiard in New Zealand to learn more about a technique for lifetime conditioning that Lydiard had developed which he called jogging. Bowerman returned from New Zealand and started a jogging group in Eugene. Before long, jogging became a national craze in the United States.

			Bowerman and Knight spent a lot of time feeding ideas back to Onitsuka. At one time, Bowerman cannibalized two Tiger shoes taking the best features from each, pinning the composite together and sent it over to Japan asking that Tiger shoes start making that model. They duly did so and the shoe that resulted turned out to be a great success.

			Jogging and the design of athletic shoes were still in their infancy at that time. Studies were just starting to be published in the late 1960s which detailed the knee and foot injuries which could be caused by poor shoe design. Blue Ribbon took notice of these studies, and passed numerous ideas back to Onitsuka.

			Meanwhile, Blue Ribbon continued to grow and expand. Sales were doubling every year, and reached $400,000 in 1969. Phil Knight left his job as an accountant to spend more time building the company. He opened a combined shop and office in Portland, Oregon and took on a job teaching part time at Portland State. By this stage, Blue Ribbon had 12 full-time employees, a number of friends who would help out as required, a far-flung force of commission sales people and a network of runners who would give referrals for their friends.

			The Blue Ribbon staff were long on enthusiasm but short on organization, experience and expertise. Everything was in a constant state of chaos. Inventory counts were either non-existent or so far out they were useless. Nobody ever bothered to match what was shipped against what had been ordered - they just sold whatever was in stock. Company expenses were put on anybody’s credit card which was still under its credit limit. Overall, Blue Ribbon Sports ran a casual operation.

			At the Mexico Olympics in 1968, Adidas and Puma made a number of under-the-table payments to athletes to have them wear their shoes while competing. Blue Ribbon Sports was too small to do the same, but the 1968 Olympics marked the end of the period of the amateur competitor and the beginning of the financially lucrative endorsement deals which would later command widespread attention.

			Mr. Onitsuka called into Los Angeles on his way back from the Mexico Olympics and met with Knight. Onitsuka suggested they form a joint venture company to promote Tiger shoes in the U.S. on a larger scale. Knight agreed, but the arrangement was later changed instead to an extension of Blue Ribbon’s exclusive contract until the end of 1972.

			Blue Ribbon Sports was now having serious problems financing shoe orders. The problem was shipments usually bore little resemblance to the orders which had been placed. Blue Ribbon also had to pay off letters of credit before the shoes were sold. The company had a severe cash shortage and needed more capital to be able to buy shoes so as to generate more money.

			In 1970, Knight decided to move out of retailing and instead concentrate on wholesaling athletic shoes to retailers. He also toyed with the idea of making a public offering of about 30-percent of the company to raise equity funding. However, with the United States in a recession, this idea was quietly dropped.

			With the banks becoming touchy about financing Blue Ribbon’s ongoing shoe shipments, Phil Knight read about the Japanese trading companies. He contacted one of these trading companies, Nissho Iwai, who offered to finance a $350,000 shipment of shoes for a 2-percent commission. The only problem was that Onitsuka in Japan would not agree to the involvement of a trading company.

			In fact, Onitsaku sent his export manager to the United States to talk with other potential distributors who had contacted his company asking for Tiger shoe distribution rights in the United States. Knight realized that could mean the end of Blue Ribbon Sports, despite the fact that he had an exclusive contract which was due to run for another two years.

			Phil Knight and Bill Bowerman decided it would be better to create their own brand of shoes and go it alone rather than continue to be subject to the wills and whims of a manufacturer. The only thing they needed now was enough time and money to put the plan into action. The problem was they had to keep Blue Ribbon operating while they secured a new manufacturer without letting Onitsaku know what their plans were.

			To meet Blue Ribbon’s short-term finance requirements, Knight enlisted the aid of one of his old accountancy associates, Del Hayes. He arranged a private debenture offering of $200,000 spread over thirteen investors. The debenture holders received around 35-percent of Blue Ribbon Sports which they could sell when the company went public.

			2. Transition (1972-1976)

			Knight approached an art student he knew and asked her to come up with some designs for a name and logo for the new shoe Blue Ribbon wanted to start manufacturing. The student came up with a design that looked a bit like a check mark. When a customer later wrote asking for a pair of shoes with “the Swoosh fiber”, the new check mark design became known around Blue Ribbon Sports as the swoosh.

			When it came time to start manufacturing packing boxes, Knight suddenly realized he needed a name for the brand. A few choices were discussed, but none seemed right. One night, Jeff Johnson suddenly thought of “Nike” - the winged goddess of victory from Greek mythology. The name initially received a lukewarm reaction from Phil Knight, but in the absence of anything better they decided to use it.

			Knight made contact with a Mexican shoe factory and commissioned them to manufacture the first Nike shoe - an all leather football/soccer shoe with an injection molded sole and cleats. The only problem was that when the shoe finally hit the market, Blue Ribbon suddenly realized nobody in Mexico had tested the shoe in the cold temperatures of North America. The first Nike shoes cracked apart quite regularly, and 9,000 pairs from the initial order of 10,000 had to be sold at only $7.95 each just to recoup something.

			Knight again contacted the Japanese trading company Nissho Iwai who agreed to provide $650,000 worth of credit to launch the Nike brand of shoes. Knight traveled to Japan, Taiwan and Hong Kong looking for manufacturers to make athletic shoes for him. He eventually succeeded in ordering 20,000 pairs of tennis, running, basketball, wrestling and casual shoes.

			Blue Ribbon walked a delicate line at this time. The company was still importing Tiger shoes from Onitsuka Co. Ltd. while initial stocks of Nike shoes were being manufactured. In fact, Onitsaku was once again talking about a possible U.S. joint venture company, to be called Tiger Sporting Goods Inc.

			As it turned out, Onitsaku heard about the new Nike shoes and cut off Blue Ribbon’s supply of Tiger

			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
		

		
			
				[image: ]
			

		

		
			
			

		

		
			
			
			
			
			
			
		

OEBPS/Images/pagepromo.png
—— Get instant access to more than

1,000 poox

summaries ___

Full collection at

Wwww.mustreadsummaries.com






OEBPS/Images/1.png
SUMMARY

Review & Analysis of
Strasser and Becklund

Nike

—— BusinessNews Publishing —





OEBPS/Images/pagepromo2.png
Get the main ideas
of this book in less
than 30 minutes _

& Analysis

Be a Real Estate
Millionaire

Future
Focus

Buy the books you really need thanks
to our must-read summaries!

Available on all devices

www.mustreadsummaries.com





OEBPS/Images/97825110180881.png
SUMMARY

Review & Analysis of
Strasser and Becklund

Nike

—— BusinessNews Publishing —





