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Summary

Next Junevhen theUEFA European Championskiigs off in Francethe x I O1 AdpdbtswAab@ndswill unveil

their newmarketingcampaignsand theirbudgetsare likely to break new records. For example E A dwdridicp © O
campaignin Rioz (Risk Everythinyz was budgetedat an estimatedd ; | ET1 1 ET 1 AT 11 AOOh OEA E
history.

In addition tatheir ubiquitousmedia preseng& I OA OT A O E TtHreArhain AplorisbgNiké, Adidés anBumaz
havebilledthemselves as championsd&fcentworking conditions in their factories. Aféeseries a$candalsmade
headlinesin the 1990s, they made socially responsible policiasrdaypand are regularly cited as examples in the
garmentindustry.

Howeverin light of persistenproblems(accidentsfires, low wagey, it is legitimate to wonder if the situation has
fundamentally changed for workers wéleeout ameagedi EOET ¢ ET OEA .AOAT AOG6 OOPDPI U AE

In order to begin to frame an answEne EthiqueO OO 1 & ICAlIEctivO®nhaadicheda study to explore the
relationshipbetween the sportsweabrandsbusinessnodeland working conditions in their supply chains.

Here are the main results:
EndorsementaaretheC O1 x OE AT CET A8

Because ofEl | O AnAdialadd€ocialimportance it has becomea major battleground forthe x I O ImA&jér O
sportswearbrands

Dominated by the Big Three Nike, Adidas and PunmaEuropean football endorsements have reached
astronomicallevels deals made with the 1Biggestteamshaverisen fromQ262to more thanQ405 million since
2013.The same goes fazelebrity athletes. Anual contractswith Lionel Messi anéaul Pogbaave reached sums
of betweenQ35to Q40 million in2015compared withiQ20to Q WY  fiv& yedrsEalyd.

Thisspikealso applies to national teams: according to the magaziile, Adidaswaswilling to quadruple its level
of endorsementto abillion euros over 10 yeats avoid losing the team to Nikeanall-time record.

ThisOO1 A A E AsCueledAb® a fight for dominancever soccer, and through it, the worlathletic apparel
market.

8 of a model based on the exponential increase of sales voléine

In the 1990s, the major sportswedérands laid the groundwork for a moddbased on thebottom line. Nike
became theindustryleader, doubling its dividend since 2010and achievingshareholdereturnsof 27.7%n 2015
far above theDow (139%) or the S&P 500 19.7%).In an attempt to catch upAdidas and Puma haveactedby
entering a race for profitability

To increaseprofit margins these brandsare havingto sellmore productsto more consumersthan ever beforeg

Nike, the industry leader has dubled its sales in less thalO years. This constant growth requirésge
investmentsin innovationand an eveiincreasing media presencaptably through endorsements

8 Al A -Aitimg®©



Starting in the 2000sthe big sportswear brands implemented a new system ofupply chain management,
allowing them to diversify their product line while integrating technological innovations. In the footweator for
instance,an era of masgersonalization has arrived, giving consumers the ability to customize their own shoe by
choosingmaterials and colors.

EEAh | AEAAO AehnfandfériurdngdondtieAnajorisf of heir suppliersallows them toremotely
manageall of their supply chains, which have become increasingly intricate ranufied (similar to what has
occurred inthe auto industry).

Thesesystems allow for optimizedost control: for eaclshoemodel, the sportsweabrandsset theirdesiredretail
price and profit margin, and from there calcate the maximum production cost for the iteriThey then sit down
with their supplier to determinavhich raw materialsto use their origin and priceas well as the exact number of
minutes alotted to manufacturing and how muctvorkersare to be paid

8 which dictatessourcingchoices

Setting up systems ofstreamlined management allows sportswedirands to impact wages and working
conditions in their factories, contrary to what they have sometimes claimed to the media.

Leanexplainsthe fact that, despite a drop in theumber of supply chain partnershere are significant changes in
the list of partnerfactories fromone year to the next.

The study also shows that sportswelarands usdeanto exit certain countries and invest in othefdike, Adidas
and Pumaare thus masivelyshifting their sourcingfrom China, where wages hawzen significanincreasesto
Vietnam, Indonesia, and sooiMyanmar, India and Pakistan, wherlwer wagesallow for significant labor cost
savings.

In this way, theyexpose themselves teignificant breachedn labor standards(unpaidovertime, no paid vacation,
discrimination andmpediments to organized labdy which they try tacurbusing an increasingly sophisticated and
costly system of laboauditswith uncertain results

8AT A A lalBvOwordkeds to livein dignity8

In 2015,the price breakdown of athletic appareis clear on average a mere 2% of the retail pricfadtwear ends

up in the pockets ofvorkers compared with1% ofconsumer or professional jerseys

For exampleworkersreceive less thal® 6&® ® manufacturethe jersey of onéhe Euro2016stars, which is sold at

aboutQ85to consumers.

In most of the manufacturing countriesiorkersA OAT 6 O Dl EdkerQHdAEXC EEAT ET.EAOS6 AAOCEA 1
The longterm goal ofsportswearbrandsisto drasticallycut labor coss by automating the manufacturingf their

products. The recent opening of A E A A Guily adkim@t€dGshoe factory in Germarig a sign of this coming

trend.

..underminingDEA A OAT AO8 O O ACorpokateSbcialiReEsponsfoilitd(@ID |

This methodical search for thelowestbidderAA OO O AT OA O statkd canbhifmerh © Adildiiéhgterm

partnerships with a more limited number of factories, and thedsolveto give contract factories the meanso

improvelabor and working conditions.

For example, e industry-wide strategy of pulling out of Chingjust as wages there have begunatiow workers to
make a decent livingvould seem to contradict theistated pledge toensurea living wagewithin their supply chain

partners.
Contrary to the stated CSR goals of sportswear mak&kor remains an adjustable value to tBég Three

Nevertheless the Big Threecould improve EA OEOOAOET T EAZ OEAU O AAOEOAA
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Estimates realizeds part of thecurrent study show that paying workeesliving wagevould cost Nike, Adidas and

Pumaless than theircurrent marketing ancendorsementbudgets,and the dividends they pay their shareholders

each year.

Paying a living wage would represeanly a few dozen cents mori the final price tag o& pair ofsneakersor a

OPi 000 E A dnankts thesdinfinite&iniab savingson millions ofitems that the Big Threecan invest

lavishlyin their constantlyballooningmarketing budgets and theirtO OT AAEAO x A0O06. 11T OEA ObBI OC
According to our calculations, endorsement cosfsthe 10 largest European football clubs since 2013 would have

been sufficient to payiving wages tdl65,000 workers in Vietham and 11000workers in Indonesia

8 or even change theibusinessanodeld

Low wages result not from a lack of mealsit from a globalbusinessmodel that should beeexamined There is
an alternative tothis massive investment in marketing and communication to the detriment aupply
subcontractors In the past few years, other brands have begurstow this by buildingnew models that allow
workers to make adecent livelihood from raw material producerso assemblyline workers, while offering
consumerssuccessful products.
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1. Sportswear Brands: A Highvolume Strategy Based on Technicalnihovation and
Branding and Endorsementinvestment
1.1 A Brief History of Athletic Apparel Brands

1.1.1 The Dominance of European Giants Adidas and Puma Supplanted by the Emergence of Nike
Adidasand PumaThe Invention of Modern Sports

The idea of manufacturing sportspecific footwear was born in the late 192@sd was developebtly the brothers
Rudolf and Adolf Das8iO x ET & 01 AAA | AEAAO AflTHe brothelrsApord enthiisiadtsl T AT
from along line of Bavariamarment makers sought to producdight footwear that was adapted to the various
sports they practiced. This revolutionary new initiative met with no uncertain sucoe&ermany, in a period
when modern sportgractice andin particularEnglishrunningand footbadl, was in its infancy

The Dassler brothers owedhuch of theirsuccess tartnerships withthe sports clubs that wereropping upin
Germanyduring the inter-war period, particularly footballeams. They quickly attracted attentiorfrom national
sports federations, in particular track and fietdubs who asked them to supply the Germ&@ilympic team in
Amsterdam in 1928, an acknowledgmeat the fledgling busines§ O Aalbel Eh©crowningachievementcame
at the Olympic Games in 193@hen Rudolf DasslepersuadedJesse Owengo wear his shoeslespite the Nazi
Cl OAOT likdlylreBibufion. OwenOlaul offour gold medalscemented theDassled iGternationalreputation.?

Like many othersusinessesthe company was put under Nazintrol during WWllandwas only sparethanks to

had sponsoredJesse Owensallowed the company to resume production starting in 1946rowing tensions
between Rudolf and Adokventuallyburst into public view Their relationshipwhich hadsouredduring the war,

led to a permanentift andmutual finger pointing duringthe postwar denazification process/ the Americans.

Adolf, who hadrun the technical side of things left with his production team in 1949 and created the Adidas
company (using his EAET Al A O! Aventedl htiréedai@icbarg whick | 01 A AAAT I A OEA
logo andwhichmade hisproductsreadily identifiable to consumers

The same yeaRRudolfand his former sales teamounted their own factory on the other side of thédurachRiver,
recruitedtechniciansand createdPuma whose first logo heopyrighted.

Il AEAAOGS A O Oditér hén952 DiynipicsfimHelsinkivhere Emile Zatopekiook homethree Gold medals
for track-and-field wearingfootwear with the 3bar logo?

Meanwhile Puma saw substantial success in foothaliere desigrelements likethe invention of the firstcleats
set the brand apart Its partnership with theBrazilan football teamstarting in the 1960shelped cement its
international renown’

Adidasand Pumabecame locked in a fierceompetition to win endorsements fronthe x I O IbdsBathletes, in
particular inthe Olympics and football. The family rivaliyaspassed down to th@ext generationafter Horst and
Armin Dassler, the sons of the respective founders of Adidas and Puwmlapver as heads of the two companies.

1 B. Smith, Pitch Invasion. Three stripes, two brothers, One feud: Adidas, Puma and the making of modern sport, Per200ii books,
2
Ibid.
3 Ibid.
*Ibid.
® Ibid.
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During the60s and70s, Adidasgainedascendenyg over itsrival siblingthanks topartnerships with theOlympics
and' AOT AT U8 O . AOET Mdnhschéfi. Pudatridk backbyAphying the staPeléto wear its shoes,
giving the brandnternationalexposureduring the 1970 Worldu in Mexicc®

Fromfootball and track and field, thenivalry extendednto popular newsports, in particular tennis.

In the late1970s, Adidadook the lead in supplyingthletic equipmentto the Olympic Games (ove80%at the
Montreal Games in1976) and continued to develop its branding by inventing the international football
endorsement

Horst Dasslersignedthe first suchagreement in 1977 with FIF#fresident Joao HavelangeThe dealinvested
private fundsz in partnership with Coca Colato help bringthe organizationto developing countriesHe created
an umbrellacompanydubbedISL’ to help bring privaténvestmentto the 1978 World Cup in Argentina. After this
initial success, héd 1 A &newd Gehddal Bcretary Sepp Blatter seup a completebranding and sponsorship
strategy for the following World @Qp organized in Spain. This includedctisive commercializatiomights for
partner companiesthe creation of a mascot antherchandising, and later TV broadcagjhts.

Based on the success ofithmode| ISLsucceededn branching out imo the 1980 Olympic &mesthanks tothe
support of newly electedOCPresident Juan Antonio Samaranch.
Thesystem has only gained momentum since then

TheRiseof Nike andhe End of European Dominance

Inthe late 1960syoung Stanford student and sports enthusiad?hilip Knighttook a sabbaticato Japan tatest his
masters thess on the feasibility ofproducing quality Europeasstyle athletic apparel in Japan at a fractiontbé
cost? something that had already taken plaedth cameras.

In stores there, hdound Adidas knock-offs bearing the Tigerlogo, and decided to cold call the head of the
company, Kihachiro Onitsuka. Posing as an American importesduoeired Tigedistribution rights forthe United
States®

Backin Oregon, he founded®dEA AT I PAT U O"1 OA 2EAAT 1 Bill Bowethanart BeQan £ O A O
commercializing Tiger runng shoes in the United Statesa market that hadbeen dominatedby Adidasand
Puma.With agroup of friendshe began to sell shoes inisfree timeat track meets Phil Knightleft his jobas an
accountant in 1969 to dete himself to the cenpany fulktime. ™

Faced with the difficulty oéellingdirectly to consumers, theinitially focusedon seling sports shoes in bulk hey
decided to rename their brand Nikand registered theO O x | TloQd id 1972. After dailed attempt to
manufacturetheir shoes in Mexico, they trawed throughout Japan, Taiwan and Hong Kot@build a network of
suppliers which would make the first pairs of Ameriedgsigned shoes!

4EA AT T PATUBO OAT AO AACAT O1 \ak hamedéibek & th€SOmpitthadkO A EO0AO
team in Munich. Nike shoesere highly successfdmong athletes whasawthe brand as very close to them and
their concerns®

°CNI} yOS psz [S&a FNBENBa 51 aaftSNE RS fQl Y2dzNJ FEYAfALE & fF KEAYyS @AralOSN
" Orighally called SMRthe company becamiSL Ipternational Sports and Leisjis¢arting in1982
8B. Smith, Pitch Invasion. 2007 op. cit.
9. Strasser and L. BeckluBdioosh: the unauthorized story of Nike and the men who played@udiies, 1993
iJ. Strasser and L. Becklund, Swoosh: the unauthorized story of Nike, 1993 op. cit.

Ibid.
2 1pid.
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After developingpartnershipswith amateurtrack teams Nikelaunched a similar program with bashetll teams
starting in 1975. Sales doubleannually, finally reachingabout 30 milliondollars in 1977, and makindNike
I I AOE A A 8 dof rdnhiigy shde® diit nonetheledagging farbehind Adidas in terms of overall US s3l&s
While Adidas, Puma and Converfscusedon procuring endorsements fronbig-name athletes, Nikebuilt its
brandthrough partnerships withcollege trackand basketball teamsand later baseball and soccéeams. Within
three years, the companyad increasedts sales tenfold thanks to technological innovat®(the introduction of
light polyurethane souls and rigieampg. Above all, thecompanybenefitted from the joggingboomin the United
States. A major social phenomenon, it propellédike sales ta270 million dollarsin 1980 and 460 millionsthe
following year. It was athis point that Nikedecidedto open its first Etopean subsidiaryand to reproduce its
Americansuccessvith running shoesnd later tennis shoesthanks toendorsements bywell-known athletes (like
EnglishrunnerSebastian Coer tennis champiordchn McEnrog. '

. EEA8 0O COI x OE 1960&l4eqdprblilendorganizing@té&vAst production and distributioretwork, and

the strides made by British competitoReebok which hadrecently entered the US marketand whichsaw
dazzlingsuccesghanksto the step-aerobicsboom, beforegoinginto running shoes2 AAAT E AAAAI A OEA
number onesports brand in thenid-1980s (before going into decline in the 1990s and finally being acquired by
Adidas 20 years later)To regain its edgeNike invested heavily imathletic endorsementsand scaed a major

marketing success through theit 984 partnershipwith Michael JordanAir Jadan sneakerscreated aconsumer
feeding frenzy catapulting sales tdl00 million dollars in the first yeafhe launchof Nike AirMaxin 1987helped

Nike move ahead ofts competitors a position it holgto this day™

1.1.2 The Sports Apparel Market
The global market for sports apparel is estimated at approximately 220 billion euros annually. It represents about

15%of total salesin the garmentsector and it enjoyslightly highergrowth (75%to 6%). North America is its
biggestmarket, followed by Europe and then Asia which is seeing rapid grofvth

North America
US$91 billion (3.7%

f .

Western Europe
US$53 billion (4.0%)

Eastern Europe
J US$16 billion (13.6%)

)

Asia Pacific
US$56 billion (8.9%)

L

Middle East/Africa
US$15 billion (10.1%)

i

Australasia
US$4 billion (3.1%)

Latin America
US$28 billion (16.6%)

F

Figurel. Market for sports apparel by regioglobd sales and estimated growth ra23132017.
Source : Euromonitor (2014)

2 1pid.
Ibid.
“1pid.
'® Catalyst Corporate Finance, Global Sportswear Sector, 2014

12



The European Market fathleticFootwear

The growing popularity ofithletic footwearas a substitute for traditional shoes is one of théd A Griai@diolrth
enginesin Europe.Sales have benefited frongrowing consumerinterest in more active antiealthier lifestyles.
Other growth factors are their fashioableimage and the technological innovations whicbnstantlyimprove the
comfort of these shoes’

Sneakers represent about 20% of tBeiropean shoe market , hich hasstarted growing again since 204, mainly
in Northern and @ntral Europe.
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Figure2. Shoe sales in the major European courtrigsillions oturos).
Source : Eurostat, Market Line, Euromoi{0i4

The Europeamarket for sports apparel

In Europe, sports appardaQ Y A E 1 ma&Kketland Aeprésénfs @pproximately 7% overallgarmentsales
Contraryto the sector at largesaleshave held steady or even increased slighdlyring the economic crisiéses
diagrambelow)*®

60

E2009 m2010 =2011 m2012 = 2013

wn
o

N
o

In € billion
w
=}

N
o

ury
o

o

Knitted/woven Bodywear  Sports clothing  Babywear Leather Fashion
clothing clothing accessoires

Figure3. dothingsalesin the European Uniom {illions okuros).
Source : Eurostat (2015)

7 CBI, Mass market sports footwear in Europe, 2015
8 CBI, Apparel Trade Statistics, 2016
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The market shares of Nike, Adidas and Puma

The sportswear sector remains quite fragmentedernationally. Nike and Adidasdominate the market withsales
revenues eight and five times higher, respectively, than their closempetitors, Puma and Asics. Theiombined
sales represent abol0%of the sector (see below).

Main actors of the sporting goods market (2015)
(turnover in million euros)
30000

25000
20000
15000
10000

5000

Figured. Major sports apparebarket players
Source BASICbhased on th&oston Globe (2015)

Analysis of theathletic shoemarket (cf. below) shows that:

- Nike is by far the largestathletic footwear maker internationally, with a market share close #3%,
followed by Addas at almost 10%. The other direct competitors only represei®so to 5%narket share
each.

- Inthe athletic apparel marke#didasandNike are tied forfirst placeat about 10% of the marketach As
in theathletic footwear sector, the oher makers have market shares betwetand5%.

Global athletic footwear market (2015) Global athletic apparel market (2015)

Adidas

Nike 11,6%

22,9%

_Adidas
7 9,7%

‘_ New Balance; 4,4%

‘_ Skechers; 3,0%
\.._Asics; 2,7%
~—_Puma; 2,1%

" Under Armour; 0,8%

VF Corp; 4,6%

~ Under Armour; 3,1%
Gildan; 2,4%
Hanesbrands; 2,0%

Columbia; 2,3%

Puma; 1,7%

Autres_~
54,5%

Quicksilver; 1,5%
Other
58,9%

| Billabong; 1,1%
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Figures. Main players in the athletic footwesnd apparel markets.
Source : BASIGlerryl Lynch, Forbes, Market Realist, NPD GkoupA OEA AT i PAT EAOGSE AT 1 OAI OADPI 00

Certainindividual sports are dominatedby only a few brandsThus, more than70 %of football-related salesz

includingshoes, appagl and equipment (balls, gloves, elg.are realized by only 3 companies: the leader Adidas,
followed closely by Nike, and Pumathird position(see belovy.

Main football brands (2015)

Autres‘
29% Puma

%

Figures. Main football suppliers
Source : BASI@g¢cording to th8oston Globe (2015)

The market in its entiretyvasestimated atQ7 9 billion in 2015.
1.2 A businessnodel baseddn sales volumehrough innovation, marketing andendorsements
1.2.1 Creation oflemandthroughproduct diversification and marketing
The imporance of technical innovatioexponential growth gfroduct lineand expanding consumption

These past few decades, th® A A O Ig ®réards hAvereated and maintainedn athletic footwearand apparel
market in constant expansigmeinforcingthe development of spds activitieswith an everincreasing choice of
products for consumers.

This is illustrated bgxponentialgrowth in the range of productoffered by Nike The number of Nike footwear
itemson the markethas increased more than tenfold since the 1980s.

Number of Nike's shoe models
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Figure7. Number of shoe models commercialized by Nike
Source BASICbased on data bg. M.Locke (MIT, 2008)nd theNikewebsite(2016)

Thistrend continues to accelerate todayshering in an era dd i A cd€lomizatio8 6 4 EA E Adkahe EOQ Ol

mass production systerto offer consumers ammlmost unlimited variety otustomizablemodels at a cost that is as
close as possible to the standard models.

In practice buyers can nowdesigntheir own shoes online by clesing materials,colors andthe shape and soul
type. No sooner has the consumer paid than the ortdedispatched tdhe factory.

- HOMME  FEMME  GARGON  FILLE  PERSONNALISER Q Recherct

i E
%}ﬂmﬂm - -
< N P ) e ) v

00 DECOUVRIR IPAUTRES MODELES

FigureB. Example of a customizable model offered by Nike
Source : BASIBLAAT OAET ¢ O[2016)EEAS8 O xAAOEOA

Thisincreasein the number ofmodelshingeson innovation which has become the watchword of the BigE OA A6 O

new productslt is central to their branding and market differentiation strategies.

For example,since theearly 80s Nike has run its own in-house R&D lab to study the needs of athletes in
partnership with scientists in biomechanicghysicsand kinesiology Fnancial analysts estimate that Nike and
Adidascurrently devote about5%of their budgets to R&D, havinggistered4,000and550patentsrespectively*®

As marketingpendingcontinues to grow so does its rolthenbusinessodel

Nike, Adidasand Pumahave built up a design and marketisigased businessnodel using capital freed up bya
reduction in manufacturing costs.

From its beginnings, Nike hasutsourced production to give itself financial wiggle room. h the early 80,
manufacturing costsrepresented only60% of its sales revenyecompared to75%for Adidas whose production
lineswere primarily locatedin Europe?’

These laborcost savingsallowed Nike to invest massively in marketing and sponsorsbuirring asportsvear
O £A OE E ithat spréadbeydndtraditional sports practitionergo ageneralpublichungry for a new dress code

s Dong, Teeh S NY ¢KS (SOKyAOFt | &aLS00Ga 2F bAl1SQa YvYz2ald Ayy2@FdA3S | LILI NBf
2B, Smith, Pitch Invasion. 2007 op. cit.
16



Nike has builtnothing short of an internationalegend based onbrand storytelling technical innovation and
celebrityendorsementshat feed consumer enthusiasiand salegrowth.*

Theresoundingsuccess of thibusinesamodel hasled the other sportsweateadersto try to imitate it. To match
E E dakéting andendorsementspending Adidas has graduailclosed its European factes and moved to
Asiasince the 1980sventuallyoutsourcingall its production.*

In doing soNike, Adidasand Pumahaveentereda race over the last 30 years to reduce supply costs, grow their
marketing andendorsementbudgets, and ultimatelysell morefootwear and apparethan their competitos.

Todayonly 51%to 54%o0f OE A " E Csales EeQehuld gpent on manufacturingosts (compared with75%
when productionwas based inEuropd. As for marketingand endorsementinvestment, which has become
obligatory, it has reached0%for Nike and 14%for Adidas It has even peaked &1% for Puma whose current
strategy is to reinvest massively in marketing amaldorsementto improve its profitabilityand avoid beingleft in
the dustby its two conpetitors.

Nike's Financial profile (2015) Adidas' Financial profile (2015)

Internal costs (R&D, Internal costs (R&D,

admin., log.); 22%

admin., log.)
29%

Internal
49%

Internal
46%

Marketing; 7%
Sponsoring; 3%
I Tayes; 3%

Marketing & Sponsoring;
14%

Taxes; 2%

Benefits; 11%
] !
Benefits; 4%

Puma's Financial profile (2015)

Internal costs (R&D,
admin., log.)
0
Internal 2%

46%
Marketing &
Sponsoring; 21%

Taxes; 1%
Benefits; 1%

Figure9. Financial profiles dike, AdidagndPuma
Source : BASIBased on reports plighed by the 3 compani@d 1)

Over the past 10 yearsparketing and endorsement budgetsave onlygrown (see attacheddiagrams) an 85%
increasefor Nike and more than 140%or Puma.They are nowconsidered a necessary evil to smalesgrowth
and createconsumer demand.

#'BP. Bouchet et D. Hillairet, Marques de Spapproches stratégiques et marketing, Ediide boeck, 2009
2B, Smith, Pitch Invasion. 2007 op. cit.
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Nike's marketing & sponsorship expenses Adidas' marketing & sponsorship expenses
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Figurel0. Evolutiorof Nike, AdidagndPuma O - A O E $pbrisdrsgip Expedses
Source : BASI@c¢cording to annual reports published by the 3 comd20i&s

Among these expensegndorsementcontracts have seen an even more significase (see below)According to
Nike, theyhave outpacedverallmarketing expensesearly 2 to (+163%since2005).As forAdidas, Deutsche
Bankestimatesshowa 60%increase in footbalkndorsementsn scarceljthreeyears.

. .
Nike's sponsorship expenses Incremental Costs of Endorsements (inus milion]
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National / Individuals
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Figurell Incremental costs of endorsements for Nike and Adidpsctively

Source BASICaccording tdNiked O | T T O(&(B) agdbeuischéBankstimateg2015)

These investments have allowed for incredssales revenue growth foNike, Adidasand Puma in similar
proportions since2005.
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Nike's turnover Adidas' turnover
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Figurel2 Sales revenue gaif Nike, AdidasindPuma
Source : BASI@gcording to annual reports published by the 3 comganies)

Thisgrowth is due to higher prices as well as an increastems sold. Br example, between 2018nd 2015, the
price of Nike shoes increaséy 6%and the number of units sold bya*

Ultimately, these big increasesallow the Big Threeto pass onlarge profits to shareholders(see belovy. This is
particularly true forNike which is presented by financial analysts as ttandardbearerin the sector. The
companyhasdoubledits profits in the lasfive years and offere@nnualreturns of27.7 %o investors in2015,far

above theDow Jonedndustrial Averagg139%)and theS&P 500 (19%).Adidasand Pumahaveentered into a
race for profitability to attempt to catch up’

Nike's benefits Adidas' benefits

(million euros) (million euros)
3500 900
3000 800
700

2500
600
2000 500
1500 400
1000 0
200
500 100
. 0
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

% Market Realist, Nike Moves a Step Ahead with Innov&tioren GrowthMarche2016
http://marketrealist.com/2016/03/nikenovesstep-aheadinnovationdrivengrowth/ consulted05/15/2016

 MarketRealist, Nike:-¥ear Returns Targets for Shareholders, October 2015
http://marketrealist.com/2015/10/nike®-yearreturnstargetsshareholderstonsulted05/15/2016
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Puma's benefits
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Figurel3 Sales revenuéor Nike, AdidasindPuma

Source : BASIBased on the annual reports published by the BI915)

1.2.2 Football Endorsementat the heart of the battle betwedtikeand Adidasfor the European market

Football has gainedndeniablesocialsignificance It far outperforms otherEuropean sports inumbers of players
both amateur and professionain popularity andmedia attention andin economic development andymbolic
power. It is thus a cruciddattlegroundfor the sportsweabrandsin their pursuitof expandingmarkets?

Football a key sector fatominance ovehe European market

Football has one o$portO Most storied historiesin terms ofendorsemens. Created in England in the late 19th
century,the sport went professional id885,forcing early club owner$o raise funds to pay player3 hiskicked off
the tradition of chargirg stadium admissionand forced owners to turn tprivate sponsorsor liquidity.?
Meanwhilecompanies first sportswear makers and later other consumer brandgiickly becameinterested by
this sportwhose popularitywas graduallyspreadng aroundthe world 4 EA OB 1 O éndbadiedbp thedmagee O

of the football star the cornerstone oNike, AdidasandPumad O | AOEAOET ¢ OOOAOACEAOS

Starting in the 1970s, football sponsors began to competguib their logos on events clubs and players. This
sport-company relationship played a major role in introducing football clubs to marketing cuétndethe possible
profits to be reaped from their imageSarting in the 1980s, clubs/ere no longer content tojust sell branded
products (jerseys, bagswatches, perfumég. As a result, evenue amassed bligue 1 French footbafbr example
jumpedfrom 500000 francsn 1970197 1to 260 millions francsn 19901991

For sportsweabrands international sportsieadershipplays outfirst and foremoston the football field. Until the
1980s, it was dominated bydidas and Puma (sometimes indirectly like in England where Umbro Avlidasd
exclusive distributer anth France wherédidasacquiredle Coqg Sportif).

In 1982, Nikeentered the arena after consolidating its position in Eurdpeunning and tennisneaker saleslt
outfitted PeterWith whobrought Aston Villato victory againstthe AdidassponsoredBayern Munichteam in the
European championshithat year. From then m, the competitionwould onlygrow more fierce’

Z2 @ DIFIALI NAYA SO Wo Co t:2ifnaniques pftatindn@®s SdzND 258 ¥ NIROA F2Pdoa 2 OA L £ S& X
% 3. F. Nys, La surenchére des sponsors dans le football, GEoéconomie, 2010

#"J. F. Nys, La surenchére des sponsors dans le football, 2010 op. cit.

% A. Whal, P. Lanfranchi, Les Footballeurs professionnels des années 1930 & nos jours, Paris, Haghette, célA S 1j 18950 A RA Sy y S¢

2B, Smith, Pitch Invasion. 2007 op. cit.
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The stakes are rmous forthe Big Threepulling them intoa merciless war to enarse the most prestigious
clubs,playersand nationalteams.For examplein 2006 Adidassold more tharl0 million official World @p balk,
andboth Nike and Adidas saw thgersey salegump by 33%in Europeon accountf the event alone®

The media coverage devoted to footbadl alsotestament of this: in France for example, more th&@0% of the
populationreportedregularlyfollowing football matches on TV, radidhe printed presandonline.

Figurel4. Footballspectatorshipn France
Source Sportlab Consulting Sponsorship Yearbo(2013)

In this context,the Big Threeenjoy better name recognitionthan any other sponsoramong football fans
(according toyearly Europeanrankings by the firmSport+Marlet).*! Likewise Frenchpolls showthat Adidas and
Nike are closely linkedvith football in the popular imagination

Figurel5 Main football sponsors cited by the French

% 3. F. Nys, La surenchére des sponsors dans le football, 2010 op. cit.
%3, F. Nys, La surenchére des sponsors dans le football, GEoéconomie, 2010 op. cit.
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