




Nike Case

Nike’s “Dream Crazy” ad featuring Colin Kaepernick captured the 2019 Creative Arts Emmy for Best Commercial and set a new standard for social consciousness for an international brand. 
September 5, 2018: Nike began an advertising campaign featuring former NFL 49ers quarterback, Colin Kaepernick, in a head shot stating, “Believe in something. Even if it means sacrificing everything.” During the 2016 season, Kaepernick started a movement to protest racial injustice by sitting down and then choosing to kneel during the national anthem at NFL football games. His gesture was harshly criticized as anti-American, but also ignited a movement of players across the NFL similarly protesting. The NFL responded by requiring players to stand to “show respect to the flag,” but allowed players to protest by choosing to stay in the locker room during the playing of the National Anthem. 
In 2017 and 2018, no NFL team signed Kaepernick as a free agent despite his high level of performance. The Players Coalition drafted an open letter expressing support for the protest movement including how NFL players will “fight for meaningful change for as long as it takes” and that doing so is an expression of their duty as Americans.
In the immediate few days after the release of the ad campaign featuring Kaepernick, the controversy over the use of his image as the face of Nike grew including threats of Nike boycotts, shoes set on fire, and logos cut out of socks. Many Americans expressed anger seeing the protest as disrespect to the flag and to those who serve our country. Nike saw it as standing up for social consciousness. 
July 2019: Nike Recalls Shoe Featuring Betsy Ross Flag
Set for release ahead of the Fourth of July, Nike recalled its special-edition Air Max 1 Quick Strike shoes due to the printing on the heel featuring an early American flag representing the 13 original colonies as stars set in a circle. While for most, the image represents the spirit of the American Revolution of the 1770s, Colin Kaepernick spoke up saying the flag is offensive because it has been used by some extremist groups to promote ideas of white supremacy and connection to an era of slavery. When questioned about the recall, a Nike representative said via social media, “The company remains supportive of Colin on and off the field.”  
Rationale
For Nike, winning the hearts of customers is critical to strategic brand management. Market research has shown Nike’s core demographic of millennial and Gen-Z consumers want a personal, digital, storytelling way to connect with their favorite brands where they can share socially and experience the emotion of cultural relevance while taking a stand.
Nike is a company with 34 billion in revenues. Research has shown Nike is targeting 12 key cities believed to be responsible for 80% of the company’s growth through 2020: New York, London, Shanghai, Beijing, Los Angeles, Tokyo, Paris, Berlin, Mexico City, Barcelona, Seoul, and Milan. The customers in these cities are active, high-earning, young people including women, young athletes, and runners. Research indicates that over 70% of Nike’s consumers are under the age of 35. Nike’s strategy is to support an ideology that aligns with its core users including supporting players’ right to freedom of peaceful expression. Social injustice is important to Nike’s core demographic which it looks to as a way of shaping and expressing its ethos. The idea is consumers remember experiences much more than corporate signage.  Thus, Nike is highly in tune with consumer sentiments as the company positions itself with its core demographic while upholding its mission, vision, and values. Nike’s vision is to “bring inspiration and innovation to every athlete in the world.” Nike’s core values are: performance, authenticity, innovation, and sustainability.
Results
According to Apex Marketing Group, Nike gained more than $43 million in free media exposure as a result of the initial launch of the Kaepernick ad campaign. 
Within the first three days after launching the ad, Nike’s sales went up 31 percent compared to a 17 percent gain in the same period in the year previously. 
Within the first week after the release, Nike gained back 3.3 billion lost and the shares traded as high as $82.44, which was above levels before the ad release. (However, competitors such as Adidas and Under Armour showed a similar drop in share price in the same period.) 
During September 4 through September 10, foot traffic to 242 Nike stores in the U.S. went up by 16.9% compared to the previous week of August 21 to August 27 according to Foursquare City Guide. In a comparison of counties that are predominantly liberal or conservative based on 2016 presidential election data, the “blue” counties had an increase in foot traffic at Nike stores of 27.3% while in “red” counties the increase was 8.5%.
In the first 10 days after the launch, from September 3 to September 13, Nike had a 61% increase in products going out of stock as compared to the previous 10 day period.
In the three weeks following the launch, Nike market value increased by $6 billion to an all-time high. Over the year, Nike shares have gone up 36 percent making it a top performer on the Dow index of 30 blue chip stocks. Nike’s rating has been upgraded from neutral to buy and the prediction is a 15% increase within a year.
The conclusion is the campaign is highly effective from a marketing perspective. As well, the significant public exposure suggests the ROI on the expenditure for the ad will be high. 
Various organizations are boycotting or banning the new purchase of Nike products because of the political messaging. However, these users and organizations represent only a small and declining part of Nike’s 34 billion dollar business.
What Happened When Other Companies Took a Stand?
Lands’ End: In March, 2016, Lands’ End printed in its catalogue a “legends” article where the CEO, Federica Marchionni, interviewed ultra-liberal radical Gloria Steinem in glowing terms. While Steinem was largely unfamiliar to the younger customers targeted by the catalogue, the core consumer base saw the article as promoting an attack on their conservative, family friendly views and boycotts followed. Land’s End issued an apology and retraction, which triggered an outcry from the more urban, liberal user population resulting in more boycotts. Though perceived as a social statement, the blunder was less about the company taking a stand and more about a poorly thought out marketing strategy. The financial impact was a net loss of $5.8 million compared to a profit of $1.7 million in the same period the previous year. During Marchionni’s leadership from February 2015 through September 2016, the stock fell 51% and another 14% after her departure (under the expectation of lasting poor financial results).
Dick’s Sporting Goods: In March, 2018, Dick’s stopped selling certain types of semi-automatic weapons, raised the minimum age to buy a firearm from 18 to 21, stopped selling high-capacity magazines, and hired Washington lobbyists to advance the agenda for gun control. This action angered many conservatives and gun owners who have vowed to boycott the chain. 
CEO, Ed Stack said, “We suspected that speaking out would have a negative impact on our business. But this was about our values and standing up for what we think is right.”
Since firearms and associated products account for only a small part of Dick’s total business, the boycotts had minimal impact on the company’s business. 
Experts say boycotts usually have little impact on a company’s business since they often arise from a very small segment of the customer population. However, public perception of Dick’s improved more than 40% following its announcement on gun sales. Foot traffic rose 3.7% in the days following the announcement. 73% of respondents polled by MSN said that they agreed with Dick’s decision to stop selling assault-style rifles. 
CVS: In August, 2015, CVS stopped selling tobacco products in order to reposition itself as a medical and health services provider. In a statement, the company explained, “Our decision has a powerful public health impact by disrupting access to cigarettes and helping more of our customers on their path to better health.” As a result, customers who bought cigarettes only at CVS were 38% more likely to stop purchasing tobacco products. However, the company faced a loss of $2 billion in annual sales, which has been offset in the following three years as overall sales have gone up due to new business from the Affordable Health Care Act and the CVS strategy to grow its health management and pharmacy business. 
Ford: In September, 2018, Ford made a statement that it “respects the rights of individuals to express their views” on the issue of NFL protests. Ford is continuing its support of the NFL as it has a three year sponsorship contract with the NFL and Ford Chairman, Bill Ford, is the vice chairman of the Detroit Lions NFL team. Isolated news around a boycott of Ford trucks quieted quickly.

Discussion Questions:
1. Should a company take a stand on a divisive issue to uphold company values? Can a company align all its practices with all its values?
2. Should a company take a stand on a divisive issue to ignite a core user group and enhance sales?
3. How does a core demographic group of consumers influence how the company expresses or upholds its mission and values?
4. Are ethical companies obligated to “do the right thing” when it comes to social and political issues? 
5. Who should determine what the “right thing” is if there are opposing views?
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