The Nike Clamshell
Introduction

Seated behind a table piled high with brown leather baseball gloves, Vice President of Marketing John Schulte breaks out a strange-looking creation.  It resembles a white foam-rubber clamshell with a gauzy black glove attached to the back.  Mr. Schulte hands it around the table to a group of Nike Inc., executives, who look it over warily.  The Clamshell, he explains, is a prototype baseball glove that Nike hopes to introduce in early 2005.


“An early prototype,” he adds hastily, acknowledging that no professional baseball player, no matter how rich his Nike contract, is likely to wear a glove that seems designed for a space alien.  “The final version might not look like this at all,” he says.  “It is evolving even as we speak.”


Nike, which dominates the sneaker and sport-apparel markets and has made its swoosh one of the most recognized international signs short of SOS, is barreling into the sports equipment business.  Nike product design teams are pondering the physics of equipment such as baseball gloves and bats.  They are borrowing principles for rocket science and materials from military aircraft.  Their mission, they say, isn’t just to make and sell equipment; it is to design something new and then throw Nike’s awesome marketing muscle into convincing the world of its technical superiority.

Background

Nike became a Goliath with sales running $9.2 billion a year by persuading consumers to pay hundreds of dollars for spruced-up tennis shoes.  It took about a decade to climb from its beginnings, when Phil Knight, its founder and chairman, was peddling running shoes out of his car trunk, to leadership of the athletic shoe business.  Along the way, Nike revolutionized the way corporations deal with athletes and professional teams, angered human rights activists with its low-wage manufacturing overseas, and stirred criticism of its outsized impact on popular culture.  When Nike launched its apparel six years ago, critics scoffed – and then watched it grab that market, too.

Since then, Nike’s stock has soared 18-fold, while its profits have grown rapidly.  In several recent blockbuster quarters, earnings surged more than 70% from a year earlier.  But that growth suddenly evaporated, and sneaker and apparel sales stayed slack during much of 2002.  Sports equipment was projected to become Nike’s “third engine,” powering the flagging sneaker and apparel sales.

Take Me Out To The Ball Game


The sports equipment market is fragmented and huge.  At about $40 billion a year, it is even larger than the $20 billion athletic-shoe market and the $38 billion sports-apparel market.  Entrenched sporting-goods giants such as Rawlings Sporting Goods of Fenton, Missouri, and the Wilson Sporting Goods unit of Amer Group Limited of Finland are spoiling for the fight.  According to Sebastian Dicasole, director of marketing services for the Sporting Goods Manufacturers Association, a trade group based in North Palm Beach, Florida, “Selling a baseball glove is a lot different than selling a sneaker.”  Sneaker markups, for example, can run to 50% or more, but the markup on a baseball glove is closer to 30%.


Nike’s assault on the equipment business began in 1996 with hockey.  Nike designed a new lightweight skate and also a new stick made of high-tech carbon composites and coated with a Velcro-like material that slung to similarly coated Nike hockey gloves.  But hockey hasn’t turned out to be the easy slap shot that Nike expected.  Customers complained the blades on Nike’s hockey sticks split because of poor glue.  In addition, although more than three dozen National Hockey League players use its skates, several high-profile players have complained that they are poorly designed.


Nike also stumbled in its drive to crack the markets for basketball and football equipment.  Two years ago, it hired Voit Sports, Inc., a small equipment maker in Tulsa, Oklahoma, to manufacture a line of footballs and basketballs carrying the swoosh logo.  Part of Nike’s plan for building a better basketball involved color.  Most balls sold off the shelf are dull orange because they are coated to reduce smudging.  Nike’s uncoated basketballs, however, were loud orange, the color of game balls the professionals use so they show up on television.  But Nike’s new balls got razzed when they arrived in stores in 2001.  Customers who did buy complained that the basketballs quickly smudged and looked dirty.


Baseball gloves are a $200-million-a-year global market ripe for capture.  However, industry experts say Nike could not have asked for a tougher challenge than the baseball glove.  Nike’s researchers began tying to overhaul the traditional glove by asking about 200 minor-league and college baseball players what was wrong with their regular glove.  Right away, the dimensions of the product development challenge became apparent.  “Most guys told us, ‘My glove works fine,’” says Robert Bail, a Nike product developer.

Except for the aluminum bat, baseball innovations tended to flop.  In the early 1990s, Rawlings attempted to market an inflatable fielder’s glove.  The glove, with a tiny pump in the back, was supposed to emulate the success of Reebok’s pump sneaker line.  “It was a bust,” says Chuck Malloy, a Rawlings executive.  “Baseball players don’t like gimmicks.”  The game itself is also famously tradition-bound.  “It’s not an accident that they still play baseball with white baseballs,” said Malloy.  The mitts – their feel, their smell, the way generations of kids lovingly oil and work them to form the perfect pocket – may be the game’s most traditional element.

The Clamshell Prototype


Mr. Schulte says Nike “wants to innovate, but, at the same time, respect baseball’s traditions.”  Seeking a fresh perspective, Nike imported some outsiders to develop its glove.   The developers did find one possible weak spot in the traditional glove.  Ball players spend months breaking in their gloves because the leather is too stiff when the glove is new.  “We decided that because ours wasn’t going to be leather, it would have minimal break-in time and would be more flexible and lighter than regular gloves,” said Schulte.


Nike’s minimalist prototype weighs less than 10 ounces, compared with about a pound and a half for traditional fielders’ mitts.  Instead of laces, the glove is held together with plastic clips and wire straps.  The foam clamshell feels as limber as a well-broken-in glove.   Schulte says Nike is still weighing whether to line the inside of the clamshell with leather to improve its aesthetics.  “Right now,” he says, “it doesn’t smell like the traditional leather glove.  It smells like glue.”


Nike also designed a high-performance aluminum bat to be introduced in the fall of 2000.  Most aluminum bats are made from aerospace scrap, but Nike hired Pechiney SA, a French metal-alloy specialist, to come up with a material that gives its new bats greater recoil, or “trampoline effect,” for longer hits.  Schulte contends that Nike’s baseball bats will outlast rival models.


Nike’s ambitious grab for the baseball- and softball-gear market jolted Rawlings, the 110-year-old leader in that business.  Rawlings was so stodgy that under its former owner, Cleveland-based Figgie International Corp., it didn’t budge from its old style football shoulder pads when competitors introduced lighter urethane-based pads in the mid-1980s.  “The industry ran right by us,” says Randy Black, Rawlings’s marketing vice president.


Rawlings says it won’t let that happen to its baseball business.  It has come out swinging against Nike, deriding Nike’s new bats as “rock knockers” and introducing its own line of high-tech aluminum bats.  The company also has a new array of “personality” gloves – some New York Yankees will be wearing pinstripe models next spring.  Rawlings hired Seattle Mariners’ superstar Ken Griffey Jr. to design his own glove, which features a lightning bolt on each finger.  (Mr. Griffey gets paid for wearing the glove, plus a royalty on each one sold.)  That has to sting Nike:  Mr. Griffey is one its best-known shoe and apparel pitchmen.


Early next year, Rawlings will add more gadgetry to its lineup.  It plans to begin selling a new baseball with a built-in microchip that calculates the time elapsed from when the ball leaves a pitcher’s hand to when it smacks into the catcher’s glove.  The chip converts the time and distance to figure the speed at which the ball traveled.  Players will be able to check the speed to the pitch on a liquid-crystal display built right into the baseball’s skin.  


It was necessary that Nike move fast to introduce and educate its intended target on the new glove in order to beat Rawlings to the market.  However, instead of risking another potential failure, company managers decided to investigate the glove’s market potential in test market for nine-months beginning May 2001 before a decision is made about a national rollout.  Integrated marketing communications at the test-market stage will be limited to print (magazine), OOH, and spot television in the specified test markets.  The total budget allocated for the effort was $3 million, 10% of which is dedicated to creative development and production.

ADV 5005 Assignment

You are the marketing consultant for Nike. John Schulte has asked your agency to assist in identifying a strategic direction for the Nike “Clamshell” in the test markets. Conduct an analysis of the situation as provided to you by the client using the problem-solving model discussed in class.  Organize your analysis as follows:

Step 1: Succinctly identify the business problem or challenge

Step 2: Identify the PROBLEMS AND OPPORTUNITIES critical to understanding the 

issues surrounding the problem. You should use a P&O format to evaluate the critical factors. REMEMBER TO ANALYZE OPPORTUNITIES FOR TARGETING.
Step 3: 
Present three alternative recommendations for resolving the business problem or 

challenge with associated benefits and risks for each.  
Step 4: Present your recommended alternative with justification for why it is preferred 

over the others. 

The written analysis of the case should be no longer than three pages.  
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