Marie Lagasca

Decision Making in a Complex Environment

Homework 2: Market Share Estimation of the US Athletic Footwear Market in 2000


US Athletic Footwear Market in 2000

I. Brief Overview the Study
The US Athletic Footwear market has seen tremendous growth over the years.  Not only are these products used for specific athletic purposes but has been used as casual wear because of its ability to provide comfort and agility to consumers.  Interest in the industry has grown to large extent because of advances in research and development for durable yet comfortable materials.  The industry is also considered as one of the heaviest advertisers based on a study made last year along with other industries such as apparel, beer/wine/liquor, Computers and Electronics. 
  
This study aims to estimate market share using the AHP model with the aid of SuperDecisions software. The estimates are then compared against the actual market share in 2000 of various manufacturers.  As the industry is fragmented (with many players holding fewer shares of the market, the other manufacturers have been lumped under the “Others” category as they are considered as homogeneous given the factors used in the analysis.
II. The Model
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A. Clusters and Elements (Nodes)
1. Alternatives (brands competing against each other in the market)
a. Nike – Nike as an alternative brand for athletic footwear

b. Reebok– Reebok as an alternative brand for athletic footwear

c. Adidas– Adidas as an alternative brand for athletic footwear

d. Others– Other alternative brands (And1, Skechers, New Balance, Timberland, etc) for athletic footwear.

2. Merchandise (affects each brand and each brand affects the type of merchandising strategy)
a. Style – the ability of a manufacturer to immediately respond to customers tastes and needs or create demand by introducing new products to the market
b. Quality – Quality includes the reliability / durability of products including the ability to withstand pressure and frequent use
c. Price – defined as value for money
d. Product Flexibility – Ability of the product to substitute for other footwear, i.e. Running shoes can be used for casual wear and other purposes
e. Market Segments Served – Ability of the manufacturer to cover various target segments through their different product lines, i.e. men, women, children, basketball players, soccer players, etc.
3. Marketing (Marketing affects each of the brands and each brand affects the type marketing strategy)
a. Frequency – frequency of advertising regardless of media
b. Celebrity Endorsements – endorsement by a well-known popular sports celebrity
c. Creativity – Creativity of marketing advertisements regardless of length
d. Brand Equity – Ability to create brand awareness and recognition among various segments of the market
e. Event Sponsorships-a marketing tool to advertise and create awareness for brand
4. Others (Other factors affect the brand and each brand affects the type of strategy for these factors; also the Marketing strategy affects these factors)
a. Number of retail locations – The number and the coverage of retail locations across the United States
b. Store design and layout – includes placement and effective layout of merchandise vis-à-vis competitors 

c. Distribution – shelf space and coverage of merchandise across the United States.  Includes relationships with distributors and even own distribution chain.

III. Analysis
Comparisons were done based on information gathered for each individual manufacturer.  Advertising was determined due to factors such as each manufacturer’s relative selling, general, and administrative expenses from their annual reports in 1992.  Advertisements were also viewed (mostly in print) and use of celebrity endorsements in the same period were also assessed relative to each brand to measure creativity as well as frequency.  Brand equity was measured on more intuitive terms i.e. Nike’s Swoosh logo is considered as one of the most recognized logos and brands, which gave them an advantage over the other brands.

Other factors such as number of retail locations were assessed by counting the total number of retail locations (from individual websites).  Store layout and distribution information were gathered from the websites as well to assess relative effectiveness of each factor.  For instance, Reebok and Adidas, have fewer individual stores than Nike (Factory outlets and Niketown) and tend to be distributed in department stores or sporting good stores facing more competition from other brands because of less exclusivity.
In terms of merchandise, prices are relatively the same for all brands although some like Adidas and Reebok may seem to be higher than other brands.  However, they seem to score higher on quality than other brands.  Nike and other athletic footwear products tend to be more flexible in terms of how consumers use the products i.e. their basketball shoes are often substituted for casual wear and running shoes, which leads to a broader target segment.  Also, Nike and the other brands seem to serve broader market segments specifically women and children.  Their line extensions, e.g. Michael Jordan for men have been extended to children.

As more and more people substitute athletic footwear for everyday use, Nike and the other brands seem to be stronger in catering to this need thereby leading to more market share
IV. Compatibility Index

Using Hadamard’s calculations for alternatives, it can be seen that the compatibility Index obtained from this study was 1.001428.  The following is the calculation with the actual and the estimated market share for each brand.

	4 Alternatives
	
	A1
	A2
	A3
	A4
	

	Actual Market Share
	39.200
	15.100
	10.900
	34.800
	

	Estimated Market Share
	40.670
	15.040
	11.330
	32.970
	

	(from ANP Model)
	
	
	
	
	

	
	
	
	
	
	
	

	
	Pairwise Comparison Matrix from Actual Market Share Data
	

	
	
	A1
	A2
	A3
	A4
	

	
	A1
	1
	2.596026
	3.59633
	1.12643678
	

	
	A2
	0.385204082
	1
	1.385321
	0.43390805
	

	
	A3
	0.278061224
	0.721854
	1
	0.31321839
	

	
	A4
	0.887755102
	2.304636
	3.192661
	1
	

	
	
	
	
	
	
	

	
	Transpose of Comparison Matrix from Estimated Market Share

	
	
	A1
	A2
	A3
	A4
	

	
	A1
	1
	0.369806
	0.278584
	0.81067126
	

	
	A2
	2.70412234
	1
	0.753324
	2.19215426
	

	
	A3
	3.589585172
	1.327449
	1
	2.90997352
	

	
	A4
	1.233545648
	0.456172
	0.343646
	1
	

	
	
	
	
	
	
	

	
	Result of Hadamard (Cell-wise) Multiplication of Previous Two Matrices

	
	
	A1
	A2
	A3
	A4
	Row Sums

	
	A1
	1
	0.960026
	1.001879
	0.91316992
	3.875075

	
	A2
	1.041638963
	1
	1.043596
	0.95119337
	4.036429

	
	A3
	0.998124448
	0.958225
	1
	0.91145722
	3.867807

	
	A4
	1.095086442
	1.051311
	1.097144
	1
	4.243542

	
	
	
	
	
	SUM =
	16.02285

	
	
	Number of Alternatives: 
	N=
	4
	

	Compatibility Index =
	(SUM/N**2) =
	1.001428
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VI. Appendices: Screen Shots of Model using Super Decisions
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