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The Force Behind the Nike
Empire

o _ by Jackie Krentzman
Phil Knight built a

successful business
by selling shoes. He
became a billionaire
by selling dreams.

As 20-year-old Stanford golfer
Tiger Woods fought his way to an
unprecedented third U.S. Amateur
title last summer, Nike founder
Phil Knight shadowed him from
hole to hole, appraising the young
phenom's every smile the way a
golf coach would his swing. "I
hope we sign him," Knight said at
the time. "If not, | hope he goes to
medical school." Three days later,
Woods called a news conference,
stepped before the TV cameras
and announced that he was

_ quitting college to join the

Robbie McLarenpyqtessional Golf Association

KNIGHT WATCH: The
CEO surveys his Beaverton
Ore., "campus."

Tour.
"Well," he said with a big grin, "l guess it's 'elworld," huh?"

An adoring sports media lapped up the young maimsing
soundbite. Then, just 24 hours later, the othee sliopped. In a
barrage of new TV spots and full-page newspaperiiie
unveiled its latest pitchman: pro golfer Tiger Weodihe Nike-
crafted tag line on the ads? "Hello, World."

Woods may be the company's current star, but iig@eersial
CEO and founder is the real story. Nike signed Véaodh five-
year endorsement deal, reportedly worth more td&nnillion,



and has thrown its considerable weight behind him.
The company is packaging the young golfer--who
is part African American, part Chinese, part

wareie Taaner, 1973 AMerican Indian, part Thai and part white--as the
Jackie Robinson of golf, breaking down barrierdheaoe he

steps on a course. The press savaged the adssfogpoods as

a racial trailblazer, a path long since pioneengdlack golfers

such as Charlie Sifford and Lee Elder.

But the world's largest athletic shoe and appareigany had
triumphed again, creating a buzz for its mastesfahestration of
Woods's coming-out party and raising hackles wgh i
guestionable use of race to promote him. It was Bnilip
Hampson Knight: innovative, controversial and vesty
successful.

-

Of course, you'd expect nothing less from the mha turned a
tiny company called Blue Ribbon Sports idtke Corp, a
multibillion-dollar enterprise and a household naddéormer
middle-distance runner at the University of Ore¢omran a
respectable 4:10 mile), Knight, MBA '62, has beara®0-year
endorphin rush. He has made more money from atklétan
anyone, ever. With a net worth of $5.3 billion, glni ranks sixth
on Forbes's latest list of the richest AmericariaeBRibbon
Sports cleared $3,240 in its first year, 1964 idndl year 1996,
Nike's revenue hit a stratospheric $6.5 billiontiM#550 million
in income). "In a very short period of time, Phihight created
one of the greatest American commerce storieseo2@th
century,” says sports agent David Falk, who haguieatly butted
heads with Knight over the marketing and represiemaf
athletes.

If one of those athletes weren't Michael Jordansamers
worldwide might still be pronouncing Nike like Mikén large
part because of that one employee with the thousatidsmile
and springboard legs, there is no greater statmbslyamong
youths than Nike products.

But make no mistake: As athletically awesome aratisatic as
Michael Jordan is, he alone did not make Nike asgrizable
worldwide as Coke and McDonalds. Nor did he maksst'Do It"
the slogan that best encapsulates the 1990s. dlkkeultural icon
because Knight understood and captured the zditgfefsnerican
pop culture and married it to sports. He found & Wweharness



society's worship of heroes, obsession with status
symbols and predilection for singular, often
rebellious figures. Nike's seductive marketing
focuses squarely on a charismatic athlete or
image, rarely even mentioning or showing the
shoes. The Nike swoosh is so ubiquitous that the
name Nike is often omitted altogether.

AR ELITE HUARACHE, 1992

"Phil understands the symbolic power and attranggs of
sports,” says A. Michael Spence, dean of the Stdr@waduate
School of Business and a Nike board member. "Ankdhged
build that connection in our culture.”

Knight also understood that this lust for heroes appreciation
for in-your-face attitude is not limited to Americgouth. He
correctly predicted that American culture was aketble
commodity--that teenagers from Paris to Shanghaidvie just
as taken with Charles Barkley's ample attitudeeasdgers in
Trenton and San Diego.

-

No company has put as much creative energy andnassinto
marketing celebrities as Nike. If, as Marshall Mbaa famously
said, advertising is the greatest art form of th#hZentury, then
Nike is its Picasso, imaginatively expanding theapeeters of the
medium's use of the athlete-endorser. "We didué&nhit,” Knight
acknowledges in an interview, "but we ratchetagiseveral
notches."

Nike engineered shoes for the top echelon of ahlEet compete
and train in. At the same time, the company's mesgeting
made the shoes so attractive and desirable thabgwme a de
rigueur accessory to the American wardrobe andnah-exen if
increasingly sedentary teens only wore them to kv&i¢. Thirty
years ago, American teenagers owned either a p&iorverse
All-Stars or Keds. Today, the average American imoys 10
pairs of sneakers.

Understanding how Phil Knight made Nike a houselnalche is
easy. Understanding Phil Knight is not. For somashese
empire rests on visceral consumer reactions, Knggiegmarkably
self-contained.

Once dubbed the "most powerful man in sports"” leySporting
News, Knight presents himself as affable, albeghsly stiff and a



tad shy. He unobtrusively enters the Wimbledon

conference room on the fourth floor of the John
!f“' McEnroe Building on the Nike World Campus in
amjonean, 1988 v s Beaverton, Ore. (a good hour's jog from

Portland), clears his throat, introduces himself
and apologizes for being 10 minutes late. "Wheorikhl sit?" he
asks. Knight isn't wearing his ever-present Oaklayglasses (he's
rarely photographed without them), which is a bomsshis pale
blue eyes open wide and sparkle when a topic esdage

Like many of the 2,700 employees on the campusgtni
instinctively glances down at his visitor's shoefobe taking a
seat at the far end of the conference table, luk tmathe picture
window that offers a view of the campus and thead lake
anchoring it. | nervously appraise my black leatlienservative
flats and kick myself for making such a boring deoior a
meeting with the man who made footwear an art fdrsilike
picking up John DeLorean in a Yugo.

Knight, 58, still has the lean, almost gaunt bl runner.
Known for his decidedly dressed-down and wrinkleatdvobe, he
looks surprisingly natty. A black linen suit drapessely over his
slender frame. His black, collarless shirt buttopgo his Adam's
apple. With his trim beard, collar-length, wavy#@dnd hair
shrouding most of the gray, he suggests a recadutixe who
looks and sounds remarkably like actor Donald Siahd.

Knight has been portrayed as mysterious, inscrefaaicentric,
unpredictable, enigmatic, idiosyncratic, shy, al@etlusive,
competitive and a genius. But the world may nevevkwhich
adjective suits him best. Knight, who with his wife28 years,
Penny, has two grown sons, shuns publicity andesgdfication
the way Howard Stern courts it.

"Genius" is the one attribute on the list that Kriiguestions.
"Other than that, I'm all of those things--mostlaise adjectives
are right some of the time," he says. That's aaddre'll go. When
asked a potentially revealing question ("Have yelibérately
cultivated an image for yourself, the way Nike Fasits
clients?") he toys with a can of Diet Pepsi or kddwith the
watch he took off at the start of the interview. $ignals that a
guestion is not to his liking by deftly shiftingetiocus to Nike,
lapsing into corporate-speak or even abruptly egthimself off
in mid-sentence and waiting--in stony silence-tfa next
question.



-

@ Knight was raised in Portland, the son of a
- ""“P lawyer turned newspaper publisher. He was a
am revanencer 1002 IAdIE-distance runner for the University of
Oregon track team, which at the time had one of
the best programs in the country. Known as "Bukkyjight had
more enthusiasm than talent, which made him thal itieman
guinea pig for legendary track coach Bill Bowermsandless
tinkering with running shoes. "l was very awaresbbes when |
was running track," Knight says. "The American shoaere
offshoots of tire companies. Shoes cost $5, andwaud come
back from a five-mile run with your feet bleedifithen the
German companies came in with $30 shoes, which mere
comfortable. But Bowerman still wasn't satisfiee believed that
shaving an ounce off a pair of shoes for a guyinga mile
could make a big difference. So Bowerman began mgasioes
himself, and since | wasn't the best guy on them{éavas the
logical one to test the shoes."

An indifferent student, Knight graduated from Oreguath a
degree in journalism in 1959. He enlisted in thayafor a year
(and served in the reserves for seven), then edrali the
Graduate School of Business at Stanford.

Stanford changed Knight's life. Finally, school wasirudgery.
For the first time, he was excited to read aboutething other
than sports. And it was in Frank Shallenbergeralisbusiness
class that Knight conceived Nike.

Shallenberger gave his class the following assigmnnievent a
new business, describe its purpose and createlaetimay plan. In
his paper, "Can Japanese Sports Shoes Do to G&puats
Shoes What Japanese Cameras Did to German Camkraght
developed a blueprint for superior athletic shpesduced
inexpensively in Japan, where labor was cheapéat'tlass was
an 'aha!" moment,” Knight says. "First, Shallenbedgfined the
type of person who was an entrepreneur--and lzecle was
talking to me. | remember after writing that pagaying to
myself: 'This is really what | would like to do.""

After graduating from Stanford, Knight acquiescedhis father's
wishes and secured a "real" job with a Portlandacting firm.
But first, he traveled to Japan, where he becaramered of
Japanese culture and business practices. To thividdors to his
office must remove their shoes--even their $180P%&imirs--



before entering. And Knight took leave of our intew by
forming a steeple with his hands and bowing.

Much has been made of Knight's meditative, almosamy mien
and his affinity for all things Asian, especiallgpanese. Knight
refined both his philosophy of life and businesslevim Japan. He
studied Asian culture and religion and climbed Mokuji, which
the Japanese consider a sort of pilgrimage. Hevid#ed the
Onitsuka shoe factory in Kobe, which was producwgdas
knock-offs, called Tigers. Knight was so impress&ith both the
quality and low production costs that he made &\dih
Onitsuka to distribute Tigers in the United States.

After returning from Japan in 1964, the 26-yearddhdght began
peddling Onitsuka running shoes from the back sfgneen
Plymouth Valiant at track meets across the Pabiicthwest.
Adidas was hardly quaking in its cleats, and Knigiyit his day
job as an accountant. But he persevered, convieedhis
inexpensive, high-performance shoes could beabihe
"sneakers"--Adidas, Converse All-Stars and Kedgh@market.
By 1969, at the fortuitous dawn of the jogging bo&might sold
a million bucks worth of Onitsuka shoes bearingBlige Ribbon
Sports label.

In 1971, Knight decided he could retire his accanti$ wing tips.
It was also time to give his fledgling company avm&ame and
logo. Knight favored "Dimension Six," but his 45 goyees
thankfully laughed that one down. Then Jeff John8) a fellow
running geek, proposed a hame that came to hindream: Nike,
for the Greek winged goddess of victory. The conypgaaid $35
to commission a new logo--a fat checkmark dubb&ohaosh™--
and the new shoe debuted at the 1972 Olympic indisigene,
Ore.

Nike sold $3.2 million worth of shoes in 1972, arsdprofits
doubled each of the next 10 years. Nike passeda&dm become
the industry leader in the United States in 1986 year it went
public. The company made a quantum leap in 198switsgned
the 21-year old Jordan to endorse a basketbalkené#/ithin a
year, it seemed that every boy in America was tatigiabout in
the clunky, siren-red Air Jordan high-tops. "It waplanning,”
Knight says. "We could see that he was a charisngaty who
jumps over the moon and is very competitive, butaaty could
have predicted what he would become to our culture.

-



. < Now it seems formulaic--sign a gifted athlete to

%‘2@ a lucrative endorsement contract, give him his

i h own television commercial and shoe, blow him

. M up larger than life and count the money. But in

Atm Peun, 199% 1984, it was unprecedented. By signing,

promoting and eventually turning Jordan into a teeNike

played a pivotal role in revving up the cult of pamality that now

pervades sports. (Knight still gets a kick outedfing this story:

"A few years ago there was a poll in China to néineegreatest

man ever. The winner was Mao, but there was atisdcond

between [revolutionary hero] Zhou Enlai and Michdaidan of

the Chicago Red Oxen!").

Ironically, the chairman of the company that hddtse standard
with its groundbreaking, creative advertising camgps (It's Gotta
Be the Shoes, Bo Knows, Just Do It, Griffey fordfient) had to
be talked into advertising at all. "I used to beti¢hat a good
product sold itself,” says Knight, who like manyhi$é employees
sports a Nike "swoosh" tattoo, his on his left calfhen | first
went to meet with Wieden and Kennedy [Nike's Padtaased ad
agencyy], | told them: 'l don't like advertisingn@I'm still uneasy
with it."

Others are just uneasy with Nike's particular brahadvertising.
Even though the company's commercials have beédres pop
art, Nike has been denounced for turning sports gtto
cartoonish Uberathletes and creating a market igg@onsumers
blinded by idolatry. And for those with underdeve@d public
personas, Nike has not hesitated to fill in thenkda Nothing
wrong with that, Knight believes. Sports isn't abwuth and
accuracy. It's the central, unifying culture of theited States and
the stuff of romance and dreams. "Sports is likek fo' roll,” he
says. "Both are dominant cultural forces, both kzea
international language, and both are all about Emst’

Some consider Nike--with its swoosh popping up pifioums, on
the lapels of college basketball coaches, eveussize
renderings on walls of stadiums--responsible ferdter-
commercialization of sports. Nike is certainly tiog first or only
corporation to wield considerable influence in siperts world,
but it is the most brazen and visible. "Nike is fingne
representative of the way we overmarket and ovendide and
overdo everything these days," says Todd Boydptegsor of
critical studies in the USC school of cinema aneMision. "The
market is saturated to the point where it can bieesiing. The
problem is, we now have people going gaga ovemnaercial, as



much or more so than they do the
sport itself. Enough already."”

y For atime, Nike became a lightning
rod for all sorts of criticism. The
company came under fire in the early
1990s when there was a spate of
shootings and knifings in American
inner cities by teenagers coveting
TATTOO You: FOLLOWING & COMPANY TRADITION, Nikes) which were just then pushing
KHIGHT GETS A SWOOSH TATTOD OM HIS ANKLE. the $1OO mark Newspaper
columnists decried "Just Do It" as a nihilisticgdn that justified
or even begat these crimes. Nike was accused oséifog its ad
campaigns on children in the ghettos, althougmiaally, athletic
shoes are the most cross-cultural of commodities.

Then, in the 1992 Olympics, the company hit itsljputelations
nadir when the Nike endorsers on the Olympic béasiietDream
Team" refused to wear the official Olympic warmjagseys on
the medal stand because they bore the logo ofieatiireebok.
Nike was perceived as demanding that its athlaieshmoe
company before country. The incident became a syfobthose
concerned with the inexorable and rapidly advanaifigence of
money in the world of athletics, obscuring or ewarping the
purity of the Games themselves.

Also in 1992, a group named Made in America caitech
boycott of Nike products because Nike shoes (likstmathletic
footwear) are made overseas, mainly in Asia whaverlis cheap.
Nike has been criticized for its low pay and abadreatment of
some workers. Using independent subcontractore Niékes
many of its products in Indonesia, a world pariahits well-
documented human-rights abuses. New York Timesoaitst

Bob Herbert has launched his own crusade agaihket Nie
accuses the company of exploiting Indonesians vuiletly
encouraging the Suharto government to crack dowdissent.

-

Over the years, Nike has also rattled cages wathahchant for
signing athletes with rebellious, even dicey, rapiahs, such as
the outspoken Barkley and the untethered Chicagjo Bennis
Rodman. Not that Reebok endorser Sean Kemp or Cssvean
Larry Johnson (both guilty of taunting lesser opgas while
representing the United States in the 1994 Worloh€x) are
paragons of virtue, but Nike pioneered the trensigriing



athletes who project attitude as well as excellence

An impenitent Knight shrugs when asked about tihesees. "Our
business practices are no different than thoseiofempetitors,”
he says. "But we are bigger, and thus more vistdeye get more
flack."

But it's more than that. Nike courts controversy. iastance,
Nike donated $25,000 to Tonya Harding's defensd fari994, in
part to tweak Reebok, the sponsors of Nancy Katrifyike's
analog isn't the conservative team owner, but to&csuperstar
who sets the agenda and is so wildly popular hevkrite can get
away with just about anything. "Nike is at timestg, or
counterestablishment, deliberately," says Speheghuisiness
school dean. "That's partly Phil and partly thdedit culture Nike
is modeled after.”

As Nike ran away with the athletic-shoe marketia 80s, these
criticisms were merely annoying pebbles wedgedsishoes. But
then the company made a fatal mistake, one of grdais. It
forgot about the women. When the aerobic fad hihexmid-'80s,
Nike ignored it. But fledgling Boston-based Reebaih-stepped
right in, creating a somewhat flimsy, but attraetshoe that
women bought like tickets to a Meryl Streep moReebok's
sales surpassed Nike's in 1987. That struck a nasvi¢ flouted,
even mocked, Knight's bedrock belief that, aboljeaathenticity
and function sell shoes. To this day, Knight scdtegbok and its
chairman, Paul Fireman, for its emphasis on fashie're not in
the fashion business, as the Wall Street Journatevihe other
day," says Knight, clearly still peeved. "We'rehe sports
business, and there's a big difference."”

Reebok's blindside tackle gave Knight pause. Wmgh, Nike
prided itself on being something of a counterceltcorporation.
Irreverence and risk-taking were prized; the aihlestablishment
and corporate wisdom were disdained. In keepin iike's
collegiate, fraternal atmosphere, the companyavdprg complex
was officially dubbed the Campus. Employees replaidenork in
sneakers and shorts, partied hard and made dexisiotine run.
"We had no master plan,” Knight acknowledges. ‘dswotally
seat-of-the-pants.” As if to underscore the faat tte wasn't a
typical CEO, Knight once showed up at a companyewedrag.

But when Nike was dislodged from the top, he realithat his
fly-by-Knight approach would no longer work. Knigétreamlined
the company (laying off 600 of the company's 2,801{ployees)



and reorganized Nike along more conventional, aatedines.
Where Knight was once famous for governing by imdtitoday
Nike studies reams of statistics and conveneswsfgooup before
designing a new shoelace. The marketing budget,gmesvso did
the emphasis on design, Nike's euphemism for fashio

-

Nike is back on top because it grew up, but Knaearly misses
his company's adolescent days. "At first, we cotiloa
establishment, because we didn't have any moneyghiKsays.
"We were guerrilla marketers, and we still araitielbit. But, as
we became No. 1 in our industry, we've had to nyoolifr culture
and become a bit more planned.”

Realigned, Nike replaced Reebok at the top of Hagts in 1989
and has remained there ever since. Nike outdistiaitee
competitors by moving beyond basketball, tennisteack to
control the women's and outdoor markets. (Nike alsos Cole-
Haan, the dress-shoe manufacturer, and Canstais3por, the
world's largest hockey equipment company.) Nikietskes risks
and challenges the sports establishment, but miitte @riticism
leveled against the company has quieted. Nike begrbe a
major player in promoting women's sports as wefuaseling
money into inner-city sports programs.

Now, 10 years after Nike's upheaval, Phil Knighd bacome a
sort of professor emeritus. He has handed oveddhyg running

of the company to Thomas Clarke, who was appoiptesident

in 1994. Knight, who describes his own managenigte as
"selectively hands-on," is still an everyday, hawgipresence and
very much the man in charge. But these days heis mterested
in being an artist than a businessman. "At thigesta my life, the
creative process is of great interest to me," gs.sa

For Knight, that means finding new markets to daterand new
products to peddle. Nike has enjoyed great growthe women's,
apparel and outdoors markets. Nike is also opemingiore Nike
Town stores, which are as much museum as retadtout
(Chicago's store is one of the city's top touristations.) These
towering shrines look about as much like a typstade store as
Dennis Rodman looks like a typical human. But tlygést push
will be overseas. Nike already owns 25 percenhefworld
market, dwarfing its competitors. That still leav@iions of un-
Niked feet out there.



Knight's overriding goal is to ensure Nike's legd@hil is always
thinking ahead," says Nelson Farris, Nike's direofaorporate
education and a Knight confidante for 23 years. 6Hee said in a
speech that the worst thing he could envision wasitthis
grandkids on his knee and have them ask him, "@/hatliike?' "

Knight is not one for reflection. Time spent bagkin the glow of
success or recounting past triumphs is time wadiest.as a
baseball player is only as good as his last atkraght figures
Nike is only as good as its last quarterly rep@lato may have
thought the unexamined life was not worth livingt tvhat did he
know? All he wore was a pair of sandals.

Occasionally, though, Knight does indulge himsedite at night,
he leans back in his office chair and gazes outvihdow. Lights
reflect off the lake and illuminate the four milefsrunning trails
that crisscross and surround the campus. "Sometitoek out
there and | get goosebumps,” says Knight, almeastrdily. A
small smile flits across his face, but he quickigcks it. His voice
hardens.

"But you better not spend much time doing thatabse every six
months is a new lifetime, and you've got to worpgat what's
coming up to stay ahead of the curve," he sayyolfwant to
spend time saying this is cool, you're going toygetr ass
kicked."

Knight laughs uncomfortably and reaches for hiscivais if
embarrassed to have committed two personal trassgres: He
reflected out loud, and he exposed a small corhischeart. He
straightens out of a slouch, steadies his gazelikedh shortstop,
waits to field the next question. The messagegarcl
introspection over. It's time once again to jusitdo

Jackie Krentzman is a freelance writer based in the Bay Area.



