CASE STUDY: NORDSTROM FIRM AND INDUSTRY MARKET ANALYSIS

The requirements of the project include 8-12 pages typed paper with an executive summary and include graphs or charts.
There are four areas to be included in the analysis
 First, concerns the demand for the Company’s products. Describe the company’s products and their purpose. If possible gather data to estimate the firm’s demand function. What variables influence its sales, how sensitive are sales to price changes, estimate various elasticity coefficients for the product/s. Determine how big the market is. I am not asking you to actually collect data and run regressions, but try to identify the variables that would most likely influence the sales of your product.
Second area concerns costs. Gather data on costs of production and determine the economic nature of the cost function. Are there large fixed costs, what are the variable costs? What inputs are required, how do marginal costs or average costs change with an increase in output? Is it an increasing or decreasing or constant cost industry? You might want to construct graphs that relate and illustrate your findings on cost. Again, if possible data, provide estimates of these costs and explain why you think they are reasonable, i.e., provide a rationale for you why you think fixed cost are high or what variable cost are high or low, how would you go about estimating these costs?
[bookmark: _GoBack]The third area, concerns the structure of the industry in which the firm operates, Can you characterize this industry as perfect competition, monopolistic competition, oligopoly or maybe a monopoly? Give your reasons why you have selected a given market structure, what is the composition of the industry, how many firms exist, what are their sizes, what is the relevant market regarding geography and products? Calculate the four-firm concentration ratio and the Herfindahl index, (you do not need to know all of the market shares of each firm just the top firms that you can get data on) where does your firm fit into this market structure, is it a dominant firm, on the competitive fringe or what? What are the barriers to entry for this industry, how does that affect the market structure?
Finally, given your analysis of the firm and its industry, make recommendations regarding pricing and marketing strategies that take into account the information that you have gathered. specified the goal of the firm, to increase market share, maximize profits, or some other goal? Given your understanding of demand and costs, is the firm maximizing profits? How could it improve? Given your estimates of price elasticity, what pricing strategy do you recommend for increasing market share? Evaluate at least three other pricing strategies the firm could pursue that would increase its profits or other goals in the short run, what are the some of the implications of these different strategies for long run profits? Given your analysis, what is your prognosis profits for the company given industry structure and your strategies? Explain why the prognosis might differ when considering the long term that includes the possibility of entry by others firms.

