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About USVI Economic Development Authority

The United States Virgin Islands Economic Development Authority (USVIEDA) is a semi-autonomous government organization
responsible for the promotion and enhancement of economic development in the U.S. Virgin Islands. It has four major components:

* Economic Development Commission

* Virgin Islands Economic Park Development Corporation (formerly the Industrial Park Development Corporation)

* Economic Development Bank (formerly the Government Development Bank and the Small Business development Agency)
* Enterprise Zone Commission

The Economic Development Commission (EDC) offers unique tax incentives for qualified businesses. Benefits of the EDC program
include a reduction of up to 90% of personal and corporate income taxes and up to a 100% exemption on excise, business property and
gross receipt taxes.

The purpose of the U.S. Economic Development Authority is to act as an umbrella authority that integrates and unifies the functions of
the four agencies under one executive board in order to maximize efficiency and enhance economic development in the Territory.

Since its creation by V.I. legislation in February 2001, the USVIEDA has worked to attract, develop and retain business in the Virgin
Islands community, especially through its four entities which have existed collectively for more than 50 years. As part of that mission,
USVIEDA has trained hundreds of entrepreneurs that work in, or operate private businesses and public companies.
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https://www.usvieda.org/incentives

About SFT Solutions

QO Strategy, Finance, and Technology (SFT) Solutions
U Founded in 2017

U Headquartered in Christiansted, VI
QO Principal has over 30 years of entrepreneurship, business, and management experience
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About Instructor

O Frederiksted, VI native
O Academic background
U Good Hope School
U BS Chemical Engineering - University of Delaware
O MBA Entrepreneurship, Finance, and Management & Organizations - Northwestern University Kellogg School of
Management
U International Exchange Programme — London Business School
O Corporate Background
O ARCADIS
Q Liberty Mutual
O Morgan Stanley
O Entrepreneurship Background
QO Started first business at 6 years old
O SFT Solutions, Business World, and Twin City Capital
U Other
O Former Professional Engineer
U Vice Chairman: Virgin Islands Water & Power Authority Board
U Trustee: Good Hope Country Day School
U Former Manager of St. Croix landmark - Caribbean Clothing
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Agenda

0 Welcome to USVI Apparel Forum

U Module | - Fundamentals of Business Strategy

U Module Il - Industry Analysis

O Module lll - Fundamentals of Pricing

O Module IV — Digital Marketing for the Apparel Industry

U Module V- Recommendations for VI Apparel Entrepreneurs
U Module VI —Special Guest: Branding

U Wrap-up and Questions
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What Will you Learn in this Workshop?

O Workshop Goals
= Better Thinker About Apparel Industry
= This will improve and not diminish over time
= Successful businesses are adept at applying strategy, given constantly changing environment
= No Formula
» There is no such thing as a universal strategy
= No Facts in business
» Facts become outdated
= Businesses vary greatly
= Professional Development Resources
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Module |

Fundamentals of Business Strategy
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Apparel Industry Legend

QO Started selling t-shirts and hats on the street

O Mortgaged mother’s home for $100,000, which was used for office and production space
0 Obtained $300,000 in orders at MAGIC and had no idea how to fill them

U Peaked at sales of S350MM

O 11 years later, $200MM in sales in 2009

O Today, working on a re-launch

O Whoam I?

FUBLU
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What Can We Learn From FUBU?

O Trends die. Fashion is timeless.
O Take risk: Sell it first, then figure out how you will get it done.

O Sold too much product thus oversaturating market — “when you find yourself in the bargain bin its hard to get out”
O Do not turn down sales?

O In business, success does not last forever. Sometimes, its best to take your winnings and move on

FUBLU
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Fundamentals of Business Strategy

What 1s Strategy?

“Business strategy can be understood as the course of
action or set of decisions which assist the entrepreneurs in
achieving specific business objectives. It is nothing but

a master plan that the management of a company
implements to secure a competitive position in the market,
carry on its operations, please customers and achieve the

desired ends of the business.”

trategy | Finance | Technology
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Fundamentals of Business Strategy

Dare To Be Different

You must do something different, or do
something in a different way

. . . . . . PO S
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Fundamentals of Business Strategy

All Businesses Must Seek to Maximize Profits

O Why?

= Bankruptcy

® Fiduciary Responsibility

= Public Companies: Board of Directors, Takeovers

= Entrepreneurs: Economic livelihood depends on it
= Other Concerns are important too

= Environmental concerns

= Labor Standards

= Social Welfare

= QOtherissues?

If it does not increase profit, there is a limit to how much the firm can support without policy or requlation
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Fundamentals of Business Strategy

Profit Maximization 1s the Foundation of Business Strategy

O Profit = Revenue — Costs
O Profit = (Revenue/Unit — Cost/Unit) * # of Units
U Good Strategy will:
O Increase Revenue
U Decrease Costs
O Increase # of Units sold
0 Maximize profit, not maximize revenue or minimize costs

Note: Profit maximization by itself is not a strategy. Like "good health” is not a strategy for long life.

What are the underlying activities that lead to good health?
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Fundamentals of Business Strategy

Trade-offs

U Rule of 168
U One hundred sixty-eight is the total number of hours each and every one of us gets in any given week. No
more. No less. What separates the ultra successful from the mildly so is what each does with this number of
hours.
U Gated position = choose your priorities wisely
0 Strategic positions are not sustainable unless they are complemented with concessions in competing areas
O Strategic operational decisions affect revenue and costs
Examples
0 Make a higher quality good, which increases revenue, but also increases costs
QO Sell more units by reducing price, but more units needed to be sold to break even
0 Decide to make raw materials in-house because it improves quality and increases price, but also
increases costs and need for management attention

O Why are trade-offs necessary?
O Incompatibility — product that fits one need performs poorly at addressing others
O Different Configurations — you cannot do two things at the same time
U Inconsistency — doing on thing well may not bode well for your reputation elsewhere

¥
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Fundamentals of Business Strategy

Strategic Trade-offs in Practice: Fast Fashion

O Customers used to pay an exorbitant price to obtain new, trendy fashion
U Fashion entrepreneurs realized this hole in the market and created new brands

Buy it now, or it’s gone

¥
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Fundamentals of Business Strategy

Strategic Trade-offs in Practice: Fast Fashion

Design

Manufacturing
Distribution

Shipping

Production

Collections per Year
Pricing across Geographies
Inventory Management
Markdowns

Profit Margins
Advertising

Internet Sales

In-House
In-House
Centralized
Short
Small Batches
Many
Varies
Pull
Limited
Maintain Large Margins
Small

Small

Mixed
Outsource
Regional
Long
Large Batches
6 or less
Standard
Push
Heavy
Lower Margins
Large

Large

Source: https://www.researchgate.net/figure/Characteristics-of-Fast-Fashion-Retailer-vs-Conventional-Retailer_tbl1_330769666
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Fundamentals of Business Strategy

Value Creation and Capture — Exercise 1

O Landscaping Example
O Consumer - Jamal
O Jamal needs a shirt for a special event
U He found something for S50 that he likes online, but he waited too long. The event is in 3 days
U Due to friction, willing to pay an extra $50 to get something on island
U Consumer willingness to pay $100
U Seller — VI Apparel Co.
QO Seller of custom t-shirts and button ups
O Shirts cost $10
O Add costs of “business”
U Breakeven cost $25
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Value Creation and Capture

Fundamentals of Business Strategy

Profit

Consumer Surplus

|

$25
|

Y

$60 $100
| |

N

Cost to produce
good or service

x w >

Benefit of Product; consumer
willingness to pay

Price customer
pays for product
in market
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Fundamentals of Business Strategy

Value Creation and Capture — Exercise 1

O Landscaping Example
U Consumer - Jamal
O Jamal needs a shirt for a special event
U He found something for S50 that he likes online, but he waited too long. The event is in 3 days
U Due to friction, willing to pay an extra $50 to get something on island
U Consumer willingness to pay $100
U Seller — VI Apparel Co.
QO Seller of custom t-shirts and button ups
O Shirts cost $10
U Add costs of “business”
O Add all organic packaging, which increases direct costs by $7.50, when accounting for friction equals $10
U Breakeven cost $35

¥
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Fundamentals of Business Strategy

Value Creation and Capture — Exercise 1

Profit Consumer Surplus
§25 —> S35 s60 ——> ? $100
. | | | >
Cost to produce Price customer Benefit of Product; consumer
good or service pays for product willingness to pay
in market

QO Increases cost
O Could increase consumer willingness to pay
U Could increase price
O Could decrease/increase profit How much value have | added - 55?
0 Could decrease/increase customer surplus

Questions to Ask

Does consumer really care - 55?
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Fundamentals of Business Strategy

Value Creation and Capture i1s Essential to Understanding Firm’s Profitability

Recap
O A firm must create value in order to have value to capture as profits
U A product or service must provide benefits to the end user in order to create value
O Creating value does not guarantee profits. A firm must be able to capture value by charging higher prices
O The more value you create, the more you can charge (up to a limit)

¥
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Fundamentals of Business Strategy

Opportunity Cost

O The cost of undertaking one activity, comes at the expense of its alternative
U The opportunity cost is the value of the best foregone alternative
U Examples
0 Using production line to make product B, instead of product A
O Selling customer product B, instead of product A
O Assigning an employee to a specific project, means that she cannot be assigned to another
O Renting a specific location, means that you cannot rent at another location

il SSLUTIONS
Source: Investopedia SFT Solutions, Inc. © 2021
ic Um‘c\uumrnl Authority

Strategy | Finance | Technology

Economi



Fundamentals of Business Strategy

Opportunity Cost — Exercise 2

O In order to increase sales, VI Apparel Company closed it stores and participated in a pop-up shop at the Ag Fair
O Sold 1,500 t-shirts in 4 days!

O Was this a profitable decision?

U What information do you need to determine if this was a profitable decision?

Strategy | Finance | Technology
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Fundamentals of Business Strategy

Customers Are Not Trying to Minimize Price, but Maximize Benefit

O The Psychology of Benefit
QO Pricing drives perception of value
U Prada carries a few obscenely priced items in its stores, so everything else looks like a value
O Why do texts costs money while e-mails are free?
U “The best way to sell a $2,000 watch is to put it next to a $1,000 watch” — Anonymous
U Priceless: The Myth of Fair Value by William Poundstone discusses a study conducted with beer

Test 1
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Fundamentals of Business Strategy

Customers Are Not Trying to Minimize Price, but Maximize Benefit

O The Psychology of Benefit
QO Pricing drives perception of value

- ‘ T

$1.60 $1.80 $2.50

0% 80% 20%
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Fundamentals of Business Strategy

Customers Are Not Trying to Minimize Price, but Maximize Benefit

O The Psychology of Benefit
QO Pricing drives perception of value

»2.00 $3.40

\

5% 85% 10%

You can always find a reason to charge more. At least be willing to test it.

Source: https://www.helpscout.com/blog/pricing-strategies/ SFT Solutions, Inc. © 2021 Tﬂ‘ - S ﬁ' LUTI O N S
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Fundamentals of Business Strategy

Fundamentals of Business Strategy

Dare to be different. You cannot make more money than everyone else doing what everyone else is doing.
Trade-offs. Strategy requires trade-offs
Value Creation. Firms must create AND capture value
Consumer surplus. Remain conscious of the psychology of benefit
* Consumers want to maximize benefit, not minimize price
5. Opportunity costs. What are you giving up? What is that worth?

hWWNR
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Module |l
Industry Analysis
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Porter’s 5 Forces

Porter’s 5 Forces Framework

Bargaining Power of Suppliers

!

Threat of Industry Threat of
— . -
New Entrants Rivalry Substitutes

!

Bargaining Power of Buyers

¥,
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Porter’s 5 Forces

A Firm’s Profit Depends on Its Industry and Its Position in Its Industry

O Industry Profits
QO Industries differ in their average profitability
O Some of the differences are because of risk or business cycle fluctuations
O Most of the difference is attributed to different economic characteristics of the industry
Q If you pick an attractive industry your chances for success are higher
U The apparel industry is ripe with rivalry
U To be profitable, in any industry, you must understand the competitive landscape of your industry
O We use Porter’s 5 Forces to improve our understanding of the differences
QO Individual Firm Profits
O Firms in the same industry can vary dramatically in profitability
QO Strategy affects profits
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Porter’s 5 Forces

Force 1: Intense Rivalry

O Rivalry decreases profits via price competition
U The intensity of rivalry depends on:

O Number of sellers

O Product differentiation

U Buyer’s switching costs

O Buyers’ motivation to shop/search

QO Size and frequency of sales

QO Industry capacity and/or demand

U Cost structure (fixed and variable costs)

Strategy | Finance | Technology
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Porter’s 5 Forces

Force 1: Intense Rivalry

O Rivalry decreases profits via price competition QO Rivalry is very strong in the Airline Industry
U The intensity of rivalry depends on: O Small changes in price result in large changes in
O Number of sellers demand

O Product differentiation
O Buyer’s switching costs
O Buyers’ motivation to shop/search AirEare
QO Size and frequency of sales

QO Industry capacity and/or demand

U Cost structure (fixed and variable costs)

U What are examples of industries with intense
rivalry?
O Supermarkets
QO Airlines
O Car dealerships
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Porter’s 5 Forces

Force 1: Low Rivalry

O Rivalry decreases profits via price competition O Rivalry is low in the luxury car Industry
U The intensity of rivalry depends on: U Small changes in price have little effect on demand
O Number of sellers
O Product differentiation
U Buyer’s switching costs
O Buyers’ motivation to shop/search
QO Size and frequency of sales
QO Industry capacity and/or demand
U Cost structure (fixed and variable costs)

0 What are examples of industries with low rivalry?
O Luxury cars
O Luxury hotels
O Internet search engines

Mercedes Benz G-Wagen
~$160,000 fully equipped and hard to find
If you want one, you want one
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Porter’s 5 Forces

Force 1: Intense Rivalry in the Virgin Islands

O Rivalry decreases profits via price competition
U The intensity of rivalry depends on:

U Number of sellers

U Product differentiation

O Buyer’s switching costs

U Buyers’ motivation to shop/search

QO Size and frequency of sales

QO Industry capacity and/or demand

U Cost structure (fixed and variable costs)

Example: Carnival vendor

Strategy | Finance | Technology
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Porter’s 5 Forces

Force 2: Threat of New Entrants

O New entrants decreases profits via price

competition

EEIETI - FINANCING
D Decreases market Share PUTBEI.I.Y WURKS T[] AV["D BANKHUPTBY
O Threats from new entrants depends on: e e

U Economies of scale

U Learning curve

O Access to inputs and distribution

O Availability of technology to entrants (patents,
trade secrets, IP)

O Brand identity of incumbents

O Exit costs

srommsmeon TG OBLUTIONS
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Porter’s 5 Forces

Force 2: Low Barriers to Entry

U Threat of entry is strong in the t-shirt industry -

Instagram starrepo:tedly couldn't sell
36 t-shirts to 2.6 million followers:
'The influencer bubble is bursting'

o arinePuk FoxNews 0060000

In recent days, Instagram influencer Arii allegedly took to the platform to
Share the disappointing news with fans that her fashion line wouldn’t be
launching on schedule, BuzzFeed News reports. According to the outlet, the
18-year-old social media personality lamented that no one “kept their word”
in promising to buy her merchandise, and the clothing company she had
worked with pulled their agreement as she wasn'’t able to sell at least 36 t-
Shirts required to launch the line.

¥
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Force 2: High Barriers to Entry

Porter’s 5 Forces

U Threat of entry is low in the oil industry
U Economies of scale
U Learning curve
O Access to inputs and distribution
O Availability of technology to entrants (patents,
trade secrets, IP)
U Brand identity of incumbents
O Exit costs

Example: Oil industry

HESS

Chevron

-

Ex¢xonMobil

bp
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Porter’s 5 Forces

Force 2: High Barriers to Entry in the Virgin Islands

U Threat of entry is low in the oil industry
U Economies of scale
O Learning curve
O Access to inputs and distribution
O Availability of technology to entrants (patents,

trade secrets, IP)

U Brand identity of incumbents
O Exit costs

Example: Casino industry

Strategy | Finance | Technology
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Force 3: Substitutes

Porter’s 5

Forces

U Is there another good that would fulfill the same
customer’s needs?
0O Substitutes decrease profits by reducing the size of
the available market
O Threats from substitutes depends on:
O Ability to fill the same customer need whether
similar product or not
U Similarity in performance characteristics, ease
of use, availability, etc.
QO Similarity in cost per unit of usage

»
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Force 3: Many Substitutes

Porter’s 5

Forces

U Is there another good that would fulfill the same
customer’s needs?
0O Substitutes decrease profits by reducing the size of
the available market
O Threats from substitutes depends on:
O Ability to fill the same customer need whether
similar product or not
U Similarity in performance characteristics, ease
of use, availability, etc.
QO Similarity in cost per unit of usage

Examples: VOIP is a good substitutes for land lines

=)
—r

AT&T

Viya
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Porter’s 5 Forces

Force 3: Few Substitutes

U Is there another good that would fulfill the same
customer’s needs?
0O Substitutes decrease profits by reducing the size of
the available market
O Threats from substitutes depends on:
O Ability to fill the same customer need whether
similar product or not
U Similarity in performance characteristics, ease
of use, availability, etc.
QO Similarity in cost per unit of usage

Examples: There is no good substitute for foil paper.
Saran wrap, paper towel and rigid containers do not fill the same need.

¥
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Porter’s 5 Forces

Force 3: Substitutes in the Virgin Islands

U Is there another good that would fulfill the same
customer’s needs?
0O Substitutes decrease profits by reducing the size of
the available market
O Threats from substitutes depends on:
O Ability to fill the same customer need whether
similar product or not
Q Similarity in performance characteristics, ease
of use, availability, etc.
QO Similarity in cost per unit of usage

Examples: There are several substitutes to airplanes for inter-island travel
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Force 4: Supplier Power

Porter’s 5 Forces

U Can suppliers reduce profits by charging higher
prices for their goods?
O Suppliers decrease profits increasing the average
cost of goods to the consumer
O Threats from suppliers depends on:
O Number of suppliers
O Ability to acquire substitute inputs
U Need for specific investments in order to use
inputs purchased from supplier
U Suppliers ability to integrate forward
U Note that, just because an input is vital doesn’t
mean that there is supplier power

e B
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Porter’s 5 Forces

Force 4: High Supplier Power

U Can suppliers reduce profits by charging higher
prices for their goods?

O Suppliers decrease profits increasing the average

O ®
cost of goods to the consumer
O Threats from suppliers depends on: l n e
U Number of suppliers

O Ability to acquire substitute inputs

U Need for specific investments in order to use
inputs purchased from supplier

O Suppliers ability to integrate forward

U Note that, just because an input is vital doesn’t
mean that there is supplier power ORACLE

Example: Supplier power is high in the microprocessor and ERP industries.
Few suppliers and many buyers.

¥,
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Porter’s 5 Forces

Force 4. Low Supplier Power

U Can suppliers reduce profits by charging higher
prices for their goods?
O Suppliers decrease profits increasing the average
cost of goods to the consumer
O Threats from suppliers depends on:
U Number of suppliers
O Ability to acquire substitute inputs
U Need for specific investments in order to use
inputs purchased from supplier
O Suppliers ability to integrate forward
U Note that, just because an input is vital doesn’t
mean that there is supplier power

Example: Supplier power is low in the catering business.
Many suppliers and few buyers.

Strategy | Finance | Technology
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Porter’s 5 Forces

Force 4: High Supplier Power in Virgin Islands

U Can suppliers reduce profits by charging higher
prices for their goods?
O Suppliers decrease profits increasing the average
cost of goods to the consumer
O Threats from suppliers depends on:
U Number of suppliers
O Ability to acquire substitute inputs
U Need for specific investments in order to use
inputs purchased from supplier
U Suppliers ability to integrate forward
U Note that, just because an input is vital doesn’t
mean that there is supplier power

Example: Supplier power is high in the farm-to-table dining industry

¥
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Force 5: High Buyer Power

Porter’s 5 Forces

O Can buyers extract profits by securing lower prices?
O Buyers can decrease profits by mandating price
concessions
O Threats from buyer power depends on:
U Number and importance of buyers
O Need for specific investments to serve buyer
needs
O Buyer’s ability to integrate backwards into
supplying their own inputs

e B
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Porter’s 5 Forces

Force 5: High Buyer Power

O Can buyers extract profits by securing lower prices?

O Buyers can decrease profits by mandating price
concessions

O Threats from buyer power depends on:

. .
O Number and importance of buyers K(}arnwal R NORWEGIAN

—— CRUISE LINE
O Need for specific investments to serve buyer CHOOSE FUN
needs

U Buyer’s ability to integrate backwards into

supplying their own inputs m

Examples: Cruise companies have tremendous buyer power when negotiating with excursion
providers

Strategy | Finance | Technology
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Porter’s 5 Forces

Force 5: Low Buyer Power

O Can buyers extract profits by securing lower prices?
O Buyers can decrease profits by mandating price
concessions

O Threats from buyer power depends on: ‘ U T ’
U Number and importance of buyers "
U Need for specific investments to serve buyer
needs

U Buyer’s ability to integrate backwards into
supplying their own inputs

@ AirLiquide

Examples: Chemical supply companies’ customers have low buyer power.
Few producers and many buyers.

Strategy | Finance | Technology
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Porter’s 5 Forces

Force 5: High Buyer Power in Virgin Islands

O Can buyers extract profits by securing lower prices?
O Buyers can decrease profits by mandating price
concessions
O Threats from buyer power depends on:
U Number and importance of buyers
O Need for specific investments to serve buyer
needs
O Buyer’s ability to integrate backwards into
supplying their own inputs

Government of the Virgin Islands
Department of

PROPERTY anp
PROCUREMENT

“Keeping The People’s House In Order”

Example: Government of the Virgin Islands has tremendous buyer power
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Porter’s 5 Forces

Porter’s 5 Forces Framework

Bargaining Power of Suppliers

!

Threat of Industry Threat of
— . -
New Entrants Rivalry Substitutes

!

Bargaining Power of Buyers
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Porter’s 5 Forces

Porter’s 5 Forces — Exercise 3

0 Use Porter’s 5 Forces to examine the following industries
O Rank all 3 industries - from most to least attractive

Rivalry

Entry
Substitutes
Supplier Power

Buyer Power
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Porter’s 5 Forces

Porter’s 5 Forces — Exercise 5

0 Use Porter’s 5 Forces to examine the following industries
O Rank all 3 industries - from most to least attractive

Rivalry High High High
Entry Low Moderate High
Substitutes Low Low High
Supplier Power High High High
Buyer Power High High High

U Airline >> Construction >> Carnival Vendor

Strategy | Finance | Technology
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Porter’s 5 Forces

Porter’s 5 Forces Framework — Airline Industry

TODAY IN THE SKY

REUTERS World  Business  Markets  Breakingviews  Video  Mor
American Airlines CEO: We’ll never
lose money again
David Koenig, Associated Press Airlines heading for $84 billion loss this year:
Published 11:53 p.m. ET Sep. 28, 2017 \ Updated 8:18 a.f. ET Sep. 29, 2017 IATA
0O v = »
)

By Laurence Frost 3 MIN READ f v

(This June 9 story corrects to show combined 2020-2021 loss forecast about $100
billion, paragraph 5)

CORONAVIRUS

American Airlines posts $2.2 billion loss, is losing $70 million a das
during coronavirus pandemic

By DAVID KOENIG
ASSOCIATED PRESS | APR 30, 2020 AT 3:05 PM
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Porter’s 5 Forces

Porter’s 5 Forces Framework — Airline Industry

“If you want to be a millionaire, start with a billion dollars and
launch a new airline”

Sir Richard Branson
Founder, Virgin Group
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Porter’s 5 Forces

Profit Margin by Industry — NYU Stern

Auto Parts 15.77% 3.05%
Banks 611 99.86% 30.50%
Beverage (Soft) 34 56.31% 18.50%
| Retail (Genera) 17 2429%  279% |
= Restaurant 777 T T T T304% " T T T 1057% T T
Software 86 64.46% 20.53%
Supermarkets 13 23.38% 1.44%

Strategy | Finance | Technology
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Porter’s 5 Forces

Profit Margin by Company

Google 24.36%
Apple 23.2%
Coca-Cola 20.11%
_ SBankofAmerica  _ _ 173%_ _ _
I Target 4.25% -;

L___ LI

American Airlines 3.68%
Kroger 2.92%
AECOM 1.4%

Retail is just as competitive as the airline industry

¥ ¥,
Source: Forbes, Yahoo Finance December 2020 SFT Solutions, Inc. © 2021 ;ﬂ‘f‘ ‘ S 'ﬁ' LUTI O N S

Strategy | Finance | Technology



Competitive Advantage

Competitive Advantage for Apparel Entrepreneurs

QO Sustainable, competitive advantage requires all 4 of the following:
QO Different — the firm must do something different; or do something in a different way
U Inimitable — not easy for competitors to replicate
O Appropriable — the firm must be able to capture the value created ($55)
O Foresight — the firm must be able to guess where the market is heading before it arrives

¥
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Competitive Advantage

What does your Brand Excel at?

U Look at your competitors and look at yourself
QO For a firm to outperform its competitors it must
U Do something different
U Or, do the same thing in a different way
O Pick two of the following at most

Cheap

Good PRODUCT CONVENIENCE mollife

¥ ¥
M 'r
Source: https://www.smallbusinessdecisions.com/increase-profits-by-focusing-on-your-differentiation-strategy/ SFT Solutions, Inc. © 2021 ﬂ‘ - 'ﬁ' L UTI O N S
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Competitive Advantage

Thoughts from Titans of Industry

0 Competitive Advantage: Will | have a competitive advantage (relative to my competitors)? If so, what is it?
U Product
O ”Innovation distinguishes between a leader and a follower” — Steve Jobs
O “Be a yardstick of quality. Some people aren’t used to an environment where excellence is expected.”-
Steve Jobs
O Price
O “Control your expenses better than your competition” — Sam Walton
U Convenience
O “All of the biggest technological inventions created by man - the airplane, the automobile, the computer -
says little about his intelligence, but speaks volumes about his laziness.” - Mark Kennedy
0 Coca-Cola: bottling, vending machines, free style machines, artificial intelligence (Al)
U Hybrid Examples
U Designate a primary and secondary focus
O Amazon — (1) Price and (2) Convenience
U Coca-Cola — (1) Product and (2) Convenience

¥ox
il S
Source: https://www.smallbusinessdecisions.com/increase-profits-by-focusing-on-your-differentiation-strategy/ SFT Solutions, Inc. © 2021 T - "ﬁ' LUTI O N S
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Competitive Advantage

Recap: Competitive Differentiation Strategy

0 Competitive Advantage: Will | have a competitive advantage (relative to my competitors)? If so, what is it?
U Different — the firm must do something different; or do something in a different way.
O Examples: Apple, BMW, Burberry, Rolex
O Inimitable — not easy for competitors to replicate
O Examples: Google, Tesla
O Appropriable — the firm must be able to capture the value created ($55)
O Example: Apple
O Foresight — the firm must be able to guess where the market is heading before it arrives
O Example: Tesla
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Module Il

Fundamentals of Pricing
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Price and Profit Margin

Concepts to Understand Before Setting Price

Profit Margin % =

Gross Margin % =

Revenue
COGS

Gross Margin
SG&A

EBITDA
D&A
Interest Expense

Taxes

Net Income (Profit)

Net Income (Profit)

Revenue

Gross Margin

Revenue

Industry
Google
Apple
Coca-Cola

Bank of America

24.36%
23.2%

20.11%
17.3%

] Target

L | ] — | . - |
American Airline
Kroger

AECOM

4.25% I
- T388% T T

2.92%

1.4%

SFT Solutions, Inc. © 2021
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Introduction to Pricing

The Anatomy of a $25 Shirt

Let’s say your shirt is for sale at $25.00

Assume 40% for COGS $10.00

Labor $3.00
Shrinkage $2.50

Shipping $1.50
Rent $1.50

Overhead $1.50

Gross Receipts Taxes $1.25
Advertising $1.00

Cost of Trapped Cash $0.75

Credit Card Fees $0.75
Taxes $0.30

95 cents!

~4% Profit

v

¥
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Assumptions: The Anatomy of a $25 T-shirt

O Rent: $1,500 per month

O Store Hours: 50 per week

U Labor: One employee, $15 per hour — minimum wage+, plus unemployment, cost of
discounts, etc.

O Volume: Average sales of approximately 1,000 items per month or ~45 per business day

U Trapped Cash: Inventory and Startup cost of $50,000

U Overhead: $16,000 per year e.g. business license, insurance, software, tax prep, cell phone

O WAPA: S500 per month, included in overhead costs
U Shrinkage: 6% annual sales

Equivalent owner salary of
$11,400 per year or $5.48 per hour

SSLUTIONS
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Concepts to Understand Before Setting Price

Price and Profit Margin (Continued)

Revenue
6250000 | $500000 | $3,000,000 | 52,500,000
2% 5,000 10,000 20,000 50,000
Profit 3.5% 8,750 17,500 35,000 87,500
5% $12,500 $25,000 $50,000 $125,000

Volume is essential to success

- Increase average ticket size

- Increase turnover
- Sell large dollar items

- Sell high-margin items

¥
X
Il S LUTIONS
SFT Solutions, Inc. © 2021 ’ .
Strate
Economic Development Authority



Introduction to Pricing

The Anatomy of a $100 Pair of Jeans

Let’s say your jeans are on sale at $100.00

Assume 40% for COGS $40.00
Labor $3.00
Shrinkage $7.50
Shipping $2.50
Rent $1.50

Overhead $1.50
Gross Receipts Taxes $5.00
Advertising $1.00
Cost of Trapped Cash $3.00

Credit Card Fees $3.00
Taxes $5.40

$27.60

~28% Profit

v

¥
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Concepts to Understand Before Setting Price

Selected Financials for Popular Apparel Companies

2019 VI Apparel Co. | American Eagle ““ LVMH
|

Revenue $250,000 | $4.38 $268  $16.6B $39B $53B
OGS 40% ! 65% 59% 62% 55% 34%
Gross Margin 60% I 35% 41% 38% | as% 66% |

Profit 4% : 4.4% 2.2% 6.0% | 103% 133% |

h_______
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Concepts to Understand Before Setting Price
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Concepts to Understand Before Setting Price

Pricing should be a strategic decision

. uet 11}
Pricing can be used to

Athletic
InCentIVIZe deSIrable behaVIOr' Men's Adidas 'Samba' Indoor Soccer Shoe, Size Size:8.5
along with a host of other 85 M - Hlack
1 1 Color: Black 1/white /gum
objectives

Style: Leather upper; rubber sole

b FREE Shipping and FREE Returns Details

O Why would a company want the
buyer to opt out of free returns?
O Why would a company want a buyer

o $54.09

Starting price

V&b b

. . $52.03
to pay Wlth a dEbIt Card? O If you opt out of free returns on this item, you Details
O Why would a company put $69.99 i
on the screen and then crossed it O $53.66 INiWs
Out? If you pay by debit card, you pay less.

Strategy | Finance | Technology
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Important Considerations When Setting Price

e BE
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Important Considerations

Important Considerations When Price-Setting

dWho is your customer?
U Through what channel(s) are you selling?
L What are you selling?

L What is your market-positioning?
LWhat are the substitutes?

L What are the switching costs?

QIs your offering perishable or seasonal?

- ~

A P

N

sromasmons TSR OPLUTIONS
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Important Considerations

Important Considerations When Price-Setting

dWho is your customer?

Keep these questions in mind:

U How did this person arrive to your website or store?

U What are his or her interests, generally?

O Why would this person be interested in your product?

O What features or benefits would interest this person the most?

All adults who live on St. Thomas.

Better Answer

Non-married residents of Red Hook,
between the ages of 18 — 45 who make
more than $70,000 a year ,who live in a
house with little outside space and has a
dog AND a cat.

srssmcom T3 ODLUTIONS
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Important Considerations

Important Considerations When Price-Setting

W Through what channel(s) are you selling?

Recommendation!

An entrepreneur should be the first sales-person

within their organization. It’s a critical learning
experience and the feedback you receive selling is
invaluable.

o O o o0 o o

Q

Online marketplaces - platforms like eBay, Amazon and
others

Distributors - wholesale businesses that specialize in
selling to retailers, not directly to consumers

Foreign Distributors - foreign distributors specialize in
sales overseas

Affiliate Sales - individuals or companies that sell goods on
other businesses’ behalf

Outsourced Sales - outsource their sales needs to other
businesses

Value-Added Resellers (VARs) - value-added resellers
(VARs) purchase a company’s products, then alter or
otherwise enhance them before reselling them to
customers

Catalog - Considered old-fashioned by some business
owners, catalogs are still an effective way to target certain
markets for physical products

@LUTIONS
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Important Considerations When Price-Setting

Important Considerations

(dWhat are you selling?

U Think in terms of customer needs and benefits

U There are certain words and phrases that naturally
elicit an emotional response in humans

O As you write your product descriptions, look for any
descriptive words or adjectives that could use a bit
of dressing up

Use Power Words That Sell

Amazing
Audacity
Backbone
Belief
Blissful
Bravery
Breathtaking
Cheer
Conquer
Courage
Daring
Defiance
Delight
Devoted
Excited

Eye-opening
Faith
Fearless
Fulfill
Grateful

Grit

Guts

Happy

Heart

Hero

Hope
Jaw-dropping
Jubilant
Magic
Mind-blowing

Miracle
Pluck
Sensational
Spectacular
Spine
Spirit
Staggering
Stunning
Surprising
Triumph
Uplifting
Valor
Victory
Wonderful

Wondrous

Source: Jon Morrow at Smart Blogger

SFT Solutions, Inc. © 2021
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Important Considerations

Important Considerations When Price-Setting

What is your market-positioning?

U Why do people buy from your business instead of
from others in the same market?

O What do you offer, at what price, to whom, and
how does your mix compare to others?

O Think about specific kinds of benefits, features,
and market groups, comparing where you think
you can show the difference.

U Describe the important competitive features of
your products and/or services.

0 Do you sell better features, better price, better
quality, better service, or some other factor?

SFT Solutions, Inc. © 2021 ﬁﬂ- ﬁ LUTI O N S
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Important Considerations

Important Considerations When Price-Setting

Direct Substitute Examples In-Direct Substitute Examples

Pepsi and Coca-Cola Dancing and bowling
PlayStation and Xbox Bowling and Video games
L What are the substitutes? Supermarket-branded and

Banana and Doughnuts
Branded products 2

Why Consumers Choose Substitutes:

Q Price
O Substitute goods are highly competitive as they can be easily O Quantity
replaced by a competitor O Quality
U When the price of one substitute good goes up, the demand O Geography
for the other substitute also goes up — this is known as O Tastes
positive cross price elasticity O Income

Strategy | Finance | Technology
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Important Considerations

Important Considerations When Price-Setting

“Switching Costs” are costs that
a consumer incurs from
switching brands, products,

services, or suppliers.

(What are the switching costs? “Switching Cost” is also referred
to as “Switching Barrier”

O Switching costs commonly refer to the financial costs incurred by a consumer when they switch brands,
products, services, or suppliers. However, switching costs also include non-financial costs
O Time costs — Does the switch require a significant amount of time?
O Psychological costs — Will the new product or service be better than the existing product or service?
U Effort-based costs — Does the individual need to exert significant effort to switch
U Whatever customer problem you plan to solve, understand how your potential customers are solving it now and
what their costs would be to switch to your solution

s
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Important Considerations

Important Considerations When Price-Setting

O For sellers of perishable goods to achieve
their intended markups, the selling price
must be based on the quantity of products
sold at the original price

U Example: if a tomato vendor
anticipates a 20% spoilage rate, the
selling price of the tomatoes should be
calculated based on 80% of the original
stock.

QIs your offering perishable or seasonal?

U Seasonal pricing means charging different prices for products and services depending on whether it's high
season or low season.
U The idea is to smooth demand by enticing customers with low prices during the slow period, while
maximizing revenues with higher prices when demand is strong.
O Example: A lawn care business offers customers 10 percent discounts each fall in exchange for paying
for a year's worth of service

Strategy | Finance | Technology

SFT Solutions, Inc. © 2021 ﬁij- S ﬁ LUTI o N S



5 Common Pricing Strategies
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Common Pricing Strategies

1: Cost-based Pricing

O Cost-based pricing is an attempt to set price in such a way that a fixed margin is guaranteed for each unit sold

Cost-Based Pricing Example

M a rku p % You make 100 units of a product at a total cost of $2,000
Per unit cost is $2,000 / 100 = $20

To make a unit profit margin, or markup, of 20%:
20 x $20 = $4

; Yo d to ch g
O What are your costs, really? (Costs change with volume) ou need to charge

. . . $20 + $4 = $24
O What if your cost structure is non-competitive?
O What are your competitors doing? Total revenue = 100 x $24 = $2,400
O Are you leaving money on the table? Profit = $2,400 — $2,000 = $400

oo TSGR OBLUTIONS
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Common Pricing Strategies

1: Cost-based Pricing

Pros:
The upside of cost-plus pricing is that it doesn’t take much to figure out. You’re already tracking production costs and

labor costs. All you have to do is add a percentage on top of it to set the selling price. It can provide consistent returns
should all your costs remain the same.

Cons:
Cost-plus pricing doesn’t take into account market conditions such as competitor pricing or perceived customer value.

Strategy | Finance | Technology
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Common Pricing Strategies

2. Competitor-based Pricing

O This pricing method focuses on information from the market rather than production costs (cost-plus pricing) and
product's perceived value (value-based pricing)
O Utilizes competitor benchmarks to set price

U Who is your competition?

A ; O Are you assuming your competitors have
G ™ - done the work?

4231 4331 Beid,| | g O Are competitive prices readily available?

4375 447

4493 459
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Common Pricing Strategies

2. Competitor-based Pricing

Pro:
This strategy can be effective if you can negotiate a lower cost per unit from your suppliers, while cutting costs and

actively promoting your special pricing.

Cons:

This strategy can be difficult to sustain when you’re a smaller retailer. Lower prices mean lower profit margins, and so
you’ll have to sell higher volume than competitors. And, depending on the products you’re selling, customers may not
always reach for the lowest-priced item on a shelf.

¥
il SSLUTIONS
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Common Pricing Strategies

3: Skim Pricing

O An attempt to capture multiple segments of the market by offering a high initial price and gradually reducing price
over time

O This strategy is mostly used on products that are new and have few, if any, direct competitors when first entering the
market

U Generates greater revenue, profit, and profit margins since you are the only one selling the product— customers
must buy from you if they want what you are selling

U You must use caution, to not price so high though that customers aren't willing to buy your product even though
there are no competitors

Sony Playstation 3 Price vs. Date
$600

U How will initial purchasers
feel?
U Are you risking established

$400

market share? g U
U How quickly can your $200

competitors react?
O Are you offering a luxury N

good Or se rV|Ce? 1/2007 1/2008 1/2009 1/2010 1/2011 1/2012 1/2013

Date

3 SSLUTIONS
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Common Pricing Strategies

3: Skim Pricing

Pros:

Price skimming can lead to high short-term profits when launching a new, innovative product. If you have a prestigious
brand image, skimming also helps maintain it and attract loyal customers that want to be the first to get access/have an
exclusive experience

It also works when there is product scarcity. For example, high-in-demand low-supply prices can be priced higher, and as
supply catches up, prices drop.

Cons:

Price skimming isn’t the best strategy in crowded markets unless you have some truly incredible features no other brand
can mimic. It also attracts competition and can bother early adopters if you slash the price too soon or too much after
launch.

¥
il SSLUTIONS
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Common Pricing Strategies

4. Loss-Leader Pricing

O Refers to products having low prices placed on them in an attempt to lure customers to the business and to make
further purchases

O The goal of using a loss leader pricing strategy is to lure customers to your business with a low price on one product
with the expectation that the customer will purchase other products with larger profit margins

U For example, grocery stores might
use turkey as a loss leader product
around Thanksgiving

Q If you come to their store to
purchase your turkey, you are very
likely to purchase other grocery
items at their store rather than
going to another store

Strategy | Finance | Technology
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Common Pricing Strategies

4. Loss-Leader Pricing

Pros:
This tactic can work wonders for retailers. Encouraging shoppers to buy multiple items in a single transaction not only
boosts overall sales per customer but can cover any profit loss from cutting the price on the original product.

Cons:

Similar to the effect of using discount pricing too often, when you overuse loss-leading prices, customers come to expect
bargains and will be hesitant to pay the full retail price. You could also cannibalize revenues if you're discounting
something that doesn’t increase cart size or average order size.

Strategy | Finance | Technology

¥

il SSLUTIONS
Source: https://www.shopify.com/blog/pricing-strategies SFT Solutions, Inc. © 2021 ’,ﬂ -

Economic Development Authority



5: Anchoring

Common Pricing Strategies

O Providing customers a mental “anchor” (that is higher than your actual price) to make your pricing seem enticing
QO Price is Relative. Price of a good or service is never high nor low if it’s the only option available. It’s only considered
cheap or expensive if there is at least a second option to create relativity.

U Placing premium products and services near
standard options may help create a clearer sense of
value for potential customers, who will view the less
expensive options as a bargain in comparison

U As the saying goes, the best way to sell a $2,000
watch is to put it right next to a $10,000 watch

Class Participation:
U Do you think generic brand products next to household
name brand products is a form of anchoring?

Basic

Full Email Support
25GB of Storage
5 Domains

10 Emall Addresses

25

Pro

Full Email Support
50GB of Storage
10 Domains

20 Email Addresses

*49

Premium

Full Email Support
Unlimited Storage
Unlimited Domains

50 Emall Addresses

79
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Common Pricing Strategies

5: Anchoring

Pro:
If you list your original price as being much higher than the sale price, it can influence a customer to make a purchase

based on the perceived deal.

Con:
If your anchor price is unrealistic, it can lead to a breakdown of trust in your brand. Customers can easily price-check
products online against your competitors with a price comparison engine—so ensure your listed prices are reasonable.

¥
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Source: https://www.shopify.com/blog/pricing-strategies SFT Solutions, Inc. © 2021 ’,ﬂ -

Economic Dew

Strategy | Finance | Technology

elopment Authority


https://www.shopify.com/blog/7068398-10-best-comparison-shopping-engines-to-increase-ecommerce-sales

Monetization and Other Pricing Objectives

Pricing can accomplish many different objectives

Seeks to maximize the number of items sold. This objective may be chosen if you have an
underlying goal of taking advantage of economies of scale that may be realized in the
production or sales arenas.

Quantity
Maximization

Profit Margin Seeks to maximize the per-unit profit margin of a product. This objective is typically
IR EELIE) applied when the total number of units sold is expected to be low.

Seeks to maximize revenue from the sale of products without regard to profit. This
objective can be useful when introducing a new product into the market with the goals

of growing market share and establishing long-term customer base.

Revenue
Maximization

¥,
Note: This is only a sample, not a complete list. SFT Solutions, Inc. © 2021 'ﬂ- S ﬁ LUTI O N S
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Shrinkage

Shrinkage

Estimated cost to the retail industry ~S50B per year

“Shrinkage is the loss of inventory that can be attributed to factors such
as employee theft, shoplifting, administrative error, vendor fraud,
damage, and cashier error. Shrinkage is the difference between
recorded inventory on a company's balance sheet and its actual
inventory. This concept is a key problem for retailers, as it results in

the loss of inventory, which ultimately means loss of profits.”

¥ ¥
¥
SFT Solutions, Inc. © 2021 T . I
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https://www.investopedia.com/terms/i/inventory.asp

Shrinkage

Shrinkage — 4 Main Reasons

Estimated cost to the retail industry ~S50B per year

1. Shoplifting

2. Internal Theft

3. Administrative Errors — ticketing errors, POS errors, accounting errors, etc.
4. Fraud

srommomnconn TG ODLUTIONS

Source: Investopedia _
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Shrinkage — 4 Main Reasons

Shrinkage

Estimated cost to the retail industry ~S50B per year

Primary Causes of Retail Inventory Shrink

@® Shoplifting

® Employees

® Administrative
® Fraud

® Unknown

Source: https://erply.com/uk/what-is-shrink-in-retail-and-how-can-you-prevent-it/

i*‘y{
SFT Solutions, Inc. © 2021 "ﬂ -
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Shrinkage

Shrinkage — 10 Characteristics of High-Shrinkage Stores

Estimated cost to the retail industry ~S50B per year

Poor customer service

Poor operational controls

Lack of store cleanliness / Clutter
Poor merchandising

Poor hiring practices

Cluttered and unkempt stockrooms
Unattended and untidy fitting rooms
Poor attention to details

. Uninspired employees

10. Closed minds

WONDUAWN R

Strategy | Finance | Technology
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Shrinkage

Shrinkage — Examples

Estimated cost to the retail industry ~S50B per year

Merchandise theft
“Sweethearting” — employees neglecting to ring up all items when friends make purchases
Gift certificate fraud
Use of counterfeit currency to purchase goods
Return of stolen merchandise for cash
Boxes of inventory disappearing from the storage room
Water damaged goods
Fake sales
Fraud
1. Vendor Fraud
2. Shipping/Delivery Fraud
3. Return Fraud

OWo~NU bk WwWNPE

Strategy | Finance | Technology
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Source: https://paladinsecurity.com/security-prevention/prevent-shrinkage-in-retail/ SFT Solutions, Inc. © 2021 Tﬂ - "ﬁ' LUTI O N S



Shrinkage

Shrinkage: Bottom Line

Estimated cost to the retail industry ~S50B per year

1. Happens at every retail company

2. When someone steals or when
mistakes happen, profit is removed
straight from the bottom line

3. You must account for it when
setting prices

SSSSSS ions, Inc. © 2021 W‘ SﬁLUTIQNS
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Other Relevant Factors

¥,
srsomm o NG OBLUTIONS
Economic Development Authority

tttttttt | Finance | Technology



Other Relevant Factors

Firms Can Always Improve Efficiency (OPEX)

1. Embrace technology
2. Outsource functions
O Tax planning
O Accounting
O Marketing
Annually shop for better rates OPEX
Telecommute
Negotiate early payment discounts
Cancel unused services
Go green
Hire Freelancers
Change spending behaviors of staff
10 Reduce inventory and/or increase inventory turnover
11. Control the “latte factor”

Operating Expenses

Revenue

©WEND U AW

Strategy | Finance | Technology
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Module IV
Digital Marketing for the Apparel Industry
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Digital Marketing

Who is Your Customer?
Who Exactly is Your Customer?

e BE
SFT Solutions, Inc . © 2021 ’,ﬂ - ﬁLUTIONS
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Digital Marketing

Virgin Islands Digital Marketing Landscape

Diaspora Target Market

SSLUTIONS
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USVI Digital Landscape
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Digital Marketing

Digital: Around the World

Total Population Unique Cell Phone Users Internet Users Active Social Media Users

7.75 Billion 5.19 Billion 4.54 Billion 3.8 Billion
Urbanization: Penetration: Penetration: Penetration:
55% 67% 59% 49%

Source: Digital 2021 by Simon Kemp S 'ﬁ' LUTI O N S
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Digital Marketing

Digital: in the United States

Total Population Unique Cell Phone Users Internet Users Active Social Media Users

330 Million 353 Million 288 Million 230 Million
Urbanization: Penetration: Penetration: Penetration:
82% 107% 87% 70%

Source: Digital 2021 by Simon Kemp S 'ﬁ' LUTI O N S
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Digital Marketing

Digital: in the US Virgin Islands

Total Population Cell Phone Connections Internet Users Active Social Media Users

106,631 207,100 67,300 25,000
Urbanization: Penetration: Penetration: Penetration:
96% 198% 64% 24% - 35%

Source: Digital 2021 by Simon Kemp, Facebook S 'ﬁ' LUTI O N S
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Digital Marketing

Digital: Growth in the US Virgin Islands — Jan ‘20 v Jan 19

Total Population Cell Phone Connections Internet Users Active Social Media Users

-0.1% -25%

Source: Digital 2021 by Simon Kemp, Facebook S 'ﬁ' LUTI O N S
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Digital Marketing

Digital: USVI Social Media Overview

Change in Users Percentage of users accessing
Apr 2019 vs Jan 2021 via mobile

Active Users % of Population

25k 24% -25% 99%

Source: Digital 2021 by Simon Kemp, Facebook S 'ﬁ' LUTI O N S
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Social Media Stats: US Virgin Islands Jan 2020 — Jan 2021

Digital Marketing

§w é\w : E v 2% \3;\/ K . v O\f" v ; v
O Facebook O Pinterest <O Twitter O Instagram <O YouTube -O Tumblr reddit - Other (dotted)
Facebook Pinterest Twitter YouTube Instagram
61.2% 22.3% 11.6% 2.2% 1.2%

Source: Statcounter S 'ﬁ' LUTI O N S
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Digital Marketing

Digital: USVI Facebook Audience Overview

Advertised # of Advertised reach of Quarter-on-Quarter change in
people that population 13+ Facebook’s advertising reach
Facebook can
reach

35k — 40k 36% -4.2%

Source: Digital 2021 by Simon Kemp, Facebook S 'ﬁ' LUTI O N S
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Digital Marketing

USVI Demographics: Age and Gender

@ 57% Women 24%
59% All Facebook

20%
17%

12% 15%

. . - =
55 - 64 65 +

18-24 25-34 35-44 45 - 54

@ 43% Men
41% All Facebook
14%

13% 18%

10%

21%
25%

Source: Facebook S'ﬁ'LUTI ONS
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USVI Demographics: Relationship Status and Education

Digital Marketing

42%

2%

Relationship Status

17%

1%

3%

+50%

38%

+3%

Education Level

30%

-6%

64%

+2%

6%

+20%

Source: Facebook

SSLUTIONS
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USVI Demographics: Job Title

Digital Marketing

Job Title

Administrative Services

Sales

Management

Production

Transportation and Moving

Arts, Entertainment, Sports and
Media

Food and Restaurants

Healthcare and Medical Services

Business and Finance

Education and Libraries

Selected Audience

21%

17%

17%

14%

14%

10%

10%

10%

10%

10%

Source: Facebook

SSLUTIONS
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Digital Marketing

Digital: USVI Instagram Audience Overview

Advertised # of
people that
Instagram can
reach

11k

Advertised reach of

Quarter-on-Quarter change in

, o Demographics
Instagram’s advertising reach

population 13+

= —
S CF
sESE=
B ¥ §

Female 58%
Male 42%

-2.8%

13%

Source: Digital 2021 by Simon Kemp, Facebook

SSLUTIONS
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Digital Marketing

Digital: USVI Twitter Audience Overview

Advertised # of

people that Advertised reach of Quarter-or’l-Quarte.r Fhange in Demographics
Instagram can population 13+ Instagram’s advertising reach
reach

24k 28% +143% Female 47%
Male 53%

Source: Digital 2021 by Simon Kemp, Facebook S 'ﬁ' LUTI O N S
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Top Google Searches — Jan 2021 TTM

Digital Marketing

1.COVID-19

2.Zo0m

3.Edmentum

4.Discord

5.Microsoft Teams
6.England vs West Indies
7.Edmentum login

8.Think Central

9.Virgin Islands Consortium
10.0Oriental Bank USVI

11.Coronavirus

12.Island Direct
13.0utlook 365
14.Weather Tomorrow
15.Tiktok

16.Tap and Still
17.Google Classroom
18.VIDE VI

19.USPS Tracking Number
20.Schoology

Source: Google Trends

SSLUTIONS
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Digital Marketing

Top YouTube Searches — Jan 2021 TTM

1.Pop Smoke
2.Among Us

3.King Von

4.Megan Thee Stallion
5.Tik Tok

6. Minecraft

7.Roblox

8.ABC

9.Shenseea

10.GTA 5

SSLUTIONS

Source: Google Trends ey | Finance | Technology
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Digital Marketing

An Online Presence Provides Direct Access to Buyers

0 Having direct access to your buyers is one of the big benefits of selling clothing online through your own store.

O For maximum exposure, consider selling on marketplaces (e.g., Amazon) and your own website.

O Pay attention to what your buyers are telling you.

O For example, if you’re getting a lot of the same questions, you might want to add some text or tweak certain
features to make them easier to use.

O To sell clothing online and grow, you’ll need to
monitor your eCommerce website and adjust
based on what you learn. Ecommerce fashion industry

QO The easiest way to do this is through great Horkdwiderevenue nbillons of US>
customer service.

O Make sure visitors can contact you and ask
questions or give feedback.

U When sending order confirmation emails
or check-ins, include an email address the
customer can respond to with issues or to
thank you for a fantastic experience.

SSLUTIONS
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Browser Market Share: US Virgin Islands Jan 2020 — Jan 2021

Digital Marketing

O Chrome O Safari O Samsun g Internet - Edge Edge Legacy O Firefox < Android O |IE <O Opera - Other (dotted)

Safari Chrome Edge Samsung Firefox
39.4% 37.5% 10.0% 6.3% 2.0%

Source: Statcounter
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Digital Marketing

Device Market Share: US Virgin Islands Jan 2020 — Jan 2021

—

< Apple O Samsun g O LG Amazon Unknown < Google <O Motorola O ZTE <O Alcatel O Huawei - Other (dotted)
Apple Samsung LG Amazon Google
58.2% 30.7% 3.2% 2.4% 1.3%

Source: Statcounter S 'ﬁ' LUTI O N S
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Create a Fashion-Forward Website

Digital Marketing

Use large, professional photography

Embrace a minimalist approach

CLOTHING
free
shipping
| =

THE BIGGEST SALE OF THE VINTERIS =
SEASON IS HAPPENING Now! S8 ) sLLs

EVENT

Promote with social media

© f vydD®O

United States =
Medewete, | SREW

»»»»»»»

© 2021 J).Crew

Sources: J. Crew, Kate Spade,

SSLUTIONS
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Digital Marketing

Create a Fashion-Forward Website (Continued)

Use a clear navigation structure Allow customers to shop by occasion

ts | Uso 1.‘. SHOPPING BAO  CHECKOUT . ~
STORE LOCATOR  CUSTOMER SEAVICE  ORDER FROM CATALOG  SIGN UP FOR EVALLS l
{ LADIES MEN KIDS HOME SALE H&M LIFE '} G0 plNCH
SOMEBODY

MY FIRST

Wethes s
DAY

Q—v—')

Lt

ELSE. !

FREE SHIPPING
ors over d

Create a lookbook page Look for inspiration

Look at other sites for inspiration.

What are similar brands doing in
other markets?

SSLUTIONS
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Social Media
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Digital Marketing

Advantages of Establishing a Social Media Presence

Actions consumers take when

J Increased brand loyalty they follow brands on social

] Drives traffic to websites
O Promotes good customer service

Visit the brand’s website or application
91%

Buy from that brand

O Increased customer engagement ———— 89%
U Provides more conversion opportunities Recommend that brand to a family or friend 85%
L Access to more accurate customer insights Choose that brand over a competitor 84%
O Allows brands to promote products to more people Visit the brand’s physical retall store
e 34%
Increase their spending with that brand
75%
Reach out for customer service or support
74%

Read that brand’s blog or site content

74%

Why consumers message a brand

Engage with that brand on social media

. . G 71%
on social media )
sproutsocial . Sprout Social Index™ sproutsocial.com/index
59% 37% 23% 23% 21% 21% 19% 15% 12% 9%
A great Customer Posts align with Social Security breach Entertaining Product Brand Job Influencer posts
experience service issues their beliefs contest or privacy issues posts announcements scandal posting or mentions

@0 oo o o . .

Source: Sprout Social Index

SSLUTIONS
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Digital Marketing

Six Visual Social Media Platforms for Apparel Businesses

Best for targeting men Best for targeting women in their Best for targeting men and women
and women of all ages mid-twenties to mid-forties in 18- to 24-year-old range

J

tumblr

TikTok
Best for targeting teens Best for targeting men and women Best for targeting teens and early
and young adults ages 18-40 adults

Source: 2021 Social Demographics for Marketers - https.//sproutsocial.com/insights/new-social-media-demographics/ S ‘ﬁ' L U TI O N S
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Digital Marketing

Social Media Best Practices

U Respond to comments and inquiries in a timely manner.
0 Be personal! Tailor your message to your specific audience.
U Create and post images.
U Don’t just post pictures from your website. Create custom graphics that highlight your brand’s personality and
showcase your clothing in real life.
O Tools like Canva can help with this.
O Expose the behind-the-scenes aspect of your industry.
0 Sometimes seeing the effort that goes into making a clothing item or stocking a particular product sparks
interest and prompts a purchase.
O This also helps build the brand

Lauren Bankert Steif @laurenbankert - May 21, 2019 L 4
lululemon & . 4 Replying to @Publix
@lululemon Such a bummer! It was one of my favorite ice cream flavors of all
time!
We bet there are 108 creative ways to reuse your shoppers. .
Tweet us your masterpieces—who's up for the challenge? Q P@“pz'é’l‘i?

© shayla @shakeyshayla I'm sorry for your disappointment, Lauren. Maybe one day it

Why do | hoard lululemon bags? | have about 108 of them but can't will return. I'll be sure to share your feedback with our teams!
seem to throw even one out

¢ Lacey
7:38 PM - May 21, 2019 ® 8:19 AM - May 21, 2019 ®
Q 165 O 19 & Copy link to Tweet Q1 O & Copy link to Tweet

SSLUTIONS
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Digital Marketing

Social Media Best Practices (Continued)

O Conduct giveaways and unique contests.
U Use holidays and sales cycles to influence your giveaways.
U Don’t be afraid to have fun with it.
O Promote discounts and giveaways in social media
advertisements. —a easypromos
U Stagger content and do not post duplicates.
U Duplicate content is not just bad for SEO, it’s a waste on

social media. @ @ @@

O Even if it’s just changing a few words, make sure you’re not

FB AND IG ONLY ON FB FB+TW+IG

constantly posting the same content on different platforms. 45.5% 25.7% 13.5%
O Make sure messaging appeals to your target market.
U Listen to customer feedback and make an effort to truly ONLY ON IG FB+TW FB+TW+IG+YT
understand your audience. @@ 000

O Post information relevant to your audience, not just internal

0, (o)
company news or new products. 6.1% 5.3% 1.1%

SSLUTIONS
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Digital Marketing

Social Media Best Practices: #Hashtags

O Use relevant hashtags on Pinterest, Instagram and A QUICK GUIDE to

Tumblr, but don’t go overboard. #HASHTAGS
U Using too many hashtags could have a

negative effect.
2X }17%

Tweets with hash- When you use more
tags get two times than two hashtags,
more engagement your engagement
than tweets without drops by an average

. of 17 percent.
swhite #tshirt #tee #teeg

td #outfit #fashion #style

. e
sclothes #clothing #wiwt
' : 4 L.J n
swhatiworetoday #whatiworg
surrentlywearing #lookbok

+
voketheday #swag #cotr 1 1 NO #

sleew i Interactions are Facebook posts

.b E 9 #tOp #tagSforhkes highest on Instagram without a hashtag

20lis #likedlike #hashtag posts with 11+ hash- fare better than
tags. those with a hashtag

www.gemmasands.co.uk

SSLUTIONS
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Digital Marketing

Tell Your Customers How to Interact with Your Brand

U Customer photos are noted to increase conversions and engagement among social followers.
O Your customers want to talk about their latest purchases, granted you give them a chance to do so.

Target encourages followers to @mention them within
posts which allows followers to be featured in their feeds.

target® RN B -

1,503 posts 3.8m followers 4,983 following

Tatget Anthropologie uses the branded hashtag #myanthropologie
o ey pRee on et to entice customers to post their photos.

Tag @Target in your pics for a chance to be featured.

Shop our feed:
tgt.biz/ShopTarget

anthropologic ¢ IR E

6,678 posts 3.8m followers 989 following

Anthropologie

apparel. home. accessories. beauty.
@anthropologie #myanthropologie
Shop our feed
likeshop.me/anthropologie

SSLUTIONS
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Digital Marketing

Social Media Scheduling Tools

O Save time by scheduling posts ahead with free tools like Hootsuite, Tweetdeck, Facebook Scheduler and Buffer.

Commonly Used Scheduling Tools:

W Hootsuite

‘ TweetDeck

$ Buffer

Schedule posts in Facebook

SSLUTIONS
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Pay-per-Click (PPC)
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What 1s Pay-Per-Click (PPC)?

Digital Marketing

t shirt virgin islands X  Q

Google

Q Al @& Images Q Maps [ News i More Settings  Tools

About 54,900,000 results (1.02 seconds)

www.amazon.com» Virgin-Islands-Shirt-U-S-V-I-shirt v

Womens 340 U.S. Virgin Islands T Shirt 340 ... - Amazon.com
Buy Womens 340 U.S. Virgin Islands T Shirt 340 U.S.V.I T shirt: Shop top fashion brands T-
Shirts at Amazon.com v FREE DELIVERY and Returns possible on ...

www.amazon.com > St-Croix-Islands-T-shirt-USVI-Car... v
St.Croix US Virgin Islands T-shirt USVI ... - Amazon.com
Buy St.Croix US Virgin Islands T-shirt USVI Caribbean Gift: Shop top fashion brands T-Shirts at
Amazon.com ¥ FREE DELIVERY and Returns possible on ...
Rating: 4 - 1 review

www.etsy.com » market » virgin_islands_shirt v
Virgin islands shirt | Etsy

Did you scroll all this way to get facts about virgin islands shirt? Well you're in luck, because
here they come. There are 397 virgin islands shirt for sale on Etsy, and ...

www.zazzle.com » virgin+islands+tshirts

Virgin Islands T-Shirt Designs | Zazzle

Virgin Islands T-Shirts & Shirts - virginx - islandsx - st thomas - usvi - caribbean - flag -
carribbean - saint john

What are the size options for virgin islands t-shirts? v
Who creates the designs and actual products on Zazzle? v
What kinds of content does Zazzle allow when creating products? v

www.spreadshirt.com » Shop » T-Shirts

Virgin Islands T-Shirts | Unique Designs | Spreadshirt
Shop Virgin Islands T-Shirts from talented designers at Spreadshirt v Many sizes , colors &
stvles ¥ Get vour favorite Virain Islands desian todav!

oD@ °°:

e

Google tshirt x  Q

© Maps Settings  Tools

Q Al ) Images

Ab;

#80

000,000 results (1.13 seconds)

Ad - www.vgfit.com/ v
Mens: T-Shirts & Tops - Vanquish Fitness
Show Off Your Gains In T-Shirts That Looks Just As Good As You Do. Limited Availability. Best
Selling Gym Wear. High Quality Fabric. UK Based Gym Wear. Hassle Free Returns. Exceptional
Fit. Styles: Stringer Vests, Hoodies, T-Shirts, Joggers, Sweatpants.

Women's Tops
Look Great In Our Stylish Tops.
Shop Now Before They Sell Out.

Women's Cropped Sweaters
Clothing Designed To Be Flattering
‘Add More Flair To Your Wardrobe

Women's Best Sellers
Shop The Most Popular Women's Lines
Free UK Shipping Over £75

Women's Leggings
Comfortable, Fashionable Gym Wear.
Perfect In and Out Of The Gym

Ad - www.vistaprint.com/ ¥
Design your own T-shirt - No Minimum Order

Create branded uniforms or design T-shirts for a special occasion at Vistaprint®. Customize with
your own design or use one of our templates to create your perfect look. Multiple colors
available. Adult & kids' sizes. Short & long sleeve. Types: Hoodies, Sweatshirts, T-Shirts.

- www.promotique.com/ v +1 866-891-3156

ot -,
ey QA Line Printing Dba
Jolly Roger Tees

BELLEVUE ‘s Caribbean Printing

Subli STX@
ubimg . , & Marketing

itare. ALT.ONA

“®: OheU 0000

Source: Let Us Proceed PPC
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What 1s Pay-Per-Click (PPC)?

Digital Marketing

PPC

A digital advertising model that stands

for pay-per-click in which advertisers

are charged a certain amount every time

the ad is clicked.

KEYWORD

A word or a phrase that
matches what people are
Googling. Every PPC ad
contains certain

keywords.

CTR

Measures the number of
clicks advertisers receive
on their ads stand for
click-through-rate.

CPC

Stands for
cost-per-click, and it's
the final amount you
are charged for a click
on your PPC ad.

QUALITY SCORE

Google's rating of the quality and relevance of both your

keywords and PPC ads, which depends on your CTR, account
performance, and keyword/text/landing page relevance.

HOW ARE ADS RANKED AND PRICED?

HOW ARE PPC ADS RANKED?

Max CPC Bid X Qualily Score = AD Rank

EXAMPLE:
AD Position  Advertiser Max CPC Bid o Quality Score e AD Rank
1 You $3.00 8 24
2 PPC AGENCY $4.00 5 20
3 XYZ BRAND $5.00 3 15
4 ACME $6.00 2 12

XYZ bid $1 more than PPC but ranked lower because their quality score was 2 points lower.

Source: Let Us Proceed PPC

SSLUTIONS
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PPC for the Apparel Industry

Digital Marketing

O Use the right keywords
O While selling apparel online is
competitive, using the right keywords
can really set your store apart. When
selecting keywords remember:
O Bid on brands
0 Be descriptive
O Stay away from broad terms

' Tractor
I
Commercial
Tractor

I

]
Private Home
Tractor
[ ] ]

I
Commercial 5 Private Eco-
: Commercial : Private Gas
' Eco friendly GasTacior ' Friendly ' et

Tractor Tractor
I I .

Commercial ) Private Solar )
Solar Powered Eg’&"::%’;g:” Powered Prw?[l’gcli:)ercmc
Tractor Tractor

Hubspdt

KEYWORD LEVELS OF INTENT

REASONS WHY

ford truck parts

ford truck parts diagram

ford truck parts and accessories
ford aftermarket truck parts
ford spare parts

truck body parts

- High Cost & Competition

- General interest

- Most likely comparison shopping

- No mention of Truck Model & year.

- Possibly looking for information only

ford f-150 truck parts

ford f-250 parts

f-150 truck accessories
ford crew cab accessories
ford superduty truck parts
ford ranger truck parts

- Model specific interest

- Better Landing Page Identification

- Optimimal Text Ad Relevancy to Model Type
- Visitor has faster ability to find products

f-150 truck bed liner

ford ranger seat covers

exhaust pipe for f-150 quad cab
2006 f-150 superduty mirrors
‘08 ford ranger oem bumper
Ford F-150 Pickup FX2 5.4 Parts

- Lower Cost & Competition

- Product Page Level Landing Pages

- Optimimal Text Ad Relevancy to Product
- Visitor knows exactly what they want

- Less site navigation by visitor

Source: https.//neilpatel.com/blog/launch-successful-ppc-campaign-first-time/
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Digital Marketing

PPC for the Apparel Industry (Continued)

Q Filter irrelevant traffic with negative keywords
O Taking advantage of negative keywords is a must-do for any PPC strategy. By placing descriptive negative

keywords in a campaign, you’ll prevent irrelevant traffic from triggering your ads while saving that ad spend for
the searches that matter most.

What Are Negative Keywords?

Negative keywords are words you add to a PPC campaign to deliberately prevent your ads from being shown and
clicked on for specific, unwanted searches.

Example: You only sell inkjet printers online. So, in your PPC ad campaign you might have ‘laser’ and ‘scanner’ as
negative keywords. Anyone searching for ‘laser printer’ or ‘printer scanner’ would not see your printer ads.

Negative keywords improve your ROl because they increase the chances that a click-through to your website is
relevant and therefore more likely to convert to a sale.

You can use negative keywords in either Google AdWords or Bing Ads campaigns.

Source: 47 Insights

SSLUTIONS
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E-mail Marketing
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Digital Marketing

Use Email Marketing to Boost Sales

O Email marketing is a great opportunity to reach your customers who opt in to be a part of your company.
U This unique tactic allows you to highlight other marketing efforts like showcasing social media, blog articles for SEO
and even give email-only promotions.

U Using email marketing to highlight your company’s new arrivals or industry trends help subscribers feel like they’re
receiving VIP access into the fashion industry.

U Segmenting your email list is a great way to build a more customized experience for your subscribers and increase the
likelihood of making the sale.

Commonly Used Email Marketing Tools:

mailchimp HUbSBSBt 5@
e ;

Constant Contact’ emma

~7
1
N
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Module V

Recommendations for VI Apparel Entrepreneurs
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Recommendations

Companies Researched

NI

» ﬁc 7
</>< > UpperClass OG
KD g
i X
N\?"‘Q

L3/
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Preg

Lc c n d Kultured Caribbean Wear
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Recommendations

Startup Budget: Brick-and-Mortar Store

Inventory $25,000
Labor $18,000
Overhead $10,000
Rent $9,000
Advertising $6,000
Design $5,000
Contingency $9,000
Total $80,000

Includes recommended 6 months of operating expenses

¥
SFT Solutions, Inc. © 2021 ¥ TT‘ ‘ S .ﬁ LUTI O N S
omic Development Authority
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Recommendations

Startup Budget: Online Only

Inventory $5,000
Overhead $5,000
Advertising $6,000
Design $5,000
Contingency $4,000
Total $25,000

Strategy | Finance | Technology
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Recommendations

Tips on Improving Customer Experience

oW

Greet each customer on entry. Walk them around store. Sales focus.
Engage all the senses. Retail shopping is a full-body experience

* Hear - soft (not loud) music appealing to clientele

* Sight — use light, color and balance to guide customers through stores

* Touch - allow customers to feel texture/materials. No products in plastic bags

* Smell —smell is the longest lasting memory. How your store smells is part of your brand. Use this opportunity

to create a lasting memory

Invest in signage — signs help guide customers around the store and alert them of specials, new products, etc.
Refresh displays and layouts — constantly. Customers get bored easily. Every shopping experience should be unique
Make your store social media ready. Have something unique about your store that encourages customers to post
while in-house. Free advertising!
Utilize mannequins
No cell phones when customers are in store

¥
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Tips to Choose a Good Factory

1. What is the factory’s specialty? — Every factory has a different specialty. There is special personnel and equipment
needed for different products. Ensure that the factory you are working with is proficient at dealing with the
garment requested. Ask for 5 references and call everyone.

2. Quantity — The order quantity will affect the ultimate price of the good. Your MOQ will determine manufacturers
that are willing to work with you. Some may not consider orders smaller than 500 pieces.

3. Payment Terms — These are negotiable. Some factories will accept payment when items are delivered, for small
orders.

4. Samples — Visit factories if you can. It’s worth the hassle and time, rather than working remote from VI. Factories
are willing to send you items but be mindful that they will only send out their best items. An in-person visit may
reveal more. Here are quick things to check for:

1. Focus more on quality/workmanship than fabric. You can always dictate fabric
2. Quality of stitching

3. Are the sleeves the same length?

4. Are the inside seams neat?

¥ ¥
Ik SSLUTIONS
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Tips on Partnerships

1. Fashion collaborations can help both brands, by:
* Expanding audience
* Decreasing production costs (larger MOQs)
* Creating content
* Engaging customers

e Create buzz
2. Choose business partnership that will not cannibalize existing sales. Note that brand collaborations do not only

have to be Apparel Company x Apparel Company Y. If there is a company that is popular with your target market,
approach them to see if there is an opportunity to collaborate
3. Start slowly, with low risk for both parties and increase collaboration if early projects work well

Strategy | Finance | Technology
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Shrinkage — How to Mitigate

Recommendations

Strategy | Finance | Technology

1. Continuously track inventory
2. Implement checks and balances
* Require bag checks for all employees at the end of each shift
*  Only allow store managers or owners to issue/process gift card purchases
3. Install anti-theft signage
4. Utilize security tags
5. Implement thoughtful store layout
*  Minimize stock kept on floor
*  Place cash register by door
6. Monitor cash management practices
* Eliminate cash purchases, or charge a cash purchase premium
7. Monitor return policy
* Require identification for all returns. Track abuse
8. Monitor trash removal process
9. Hire and train employees well
*  Educate employees how shrinkage affects them
10. Practice strategic staffing
11. Cultivate open culture amongst employees and customers
12. Limit inventory
13. Adopt technology — cameras, barcodes, POS, credit card machines, etc.
Source: https://paladinsecurity.com/security-prevention/prevent-shrinkage-in-retail/ SFT Solutions, Inc. © 2021 ﬁﬂ- S "ﬁ' LUTI O N S
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Financial Tips

o u

7.
8.
9

Raise Prices. Remember the Anatomy of the 525 t-shirt

Sell more higher priced goods — jeans, dresses, shoes etc.

COGS = 35% absolute maximum

Do you really need a brick-and-mortar store? Evaluate whether you can achieve your business goals via a
combination of online and pop-up shops

Do not pay employees minimum wage. It is bad for moral and, ultimately, you get what you pay for.
Utilize freight forwarders such as VI Cargo and Paradise Freight as much as possible. Utilize USPS (non-air freight).
While lead times are longer, it saves to plan ahead

Consider starting an S-corporation to minimize taxation

Reduce inventory. Inventory is dead money/trapped cash

Sign up for Quickbooks = track financial performance daily

10. Create a budget > Predict financial outcomes
11. Invest in marketing. Professionals are better than moonlighters. ©
12. Actively solicit consumer feedback. It’s much cheaper than designing products that they don’t want.

Strategy | Finance | Technology
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Pricing Example

$29 T-Shirt
X 33% COGS

= $9.57 max price paid for T-shirt

e BE
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Overhead Allocation

Step 1 — Gather all bills

Step 2 — Separate into categories and divide each by 12

Step 3 — Count number of items sold each year and divide by 12

Step 4 — Divide total from Step 2, by total from Step 3

Step 5 — Add each category to COGS

Tip: QuickBooks makes Step 2 very easy

SSSSSSS ions, Inc. © 2021 ﬁ- SﬁLUTIONS
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Overhead Allocation - Example

/12 / 1250

Rent
WAPA
Labor

Business License

Insurance

* 15,000 items sold in CY 2020
* 1,250 items per month

Tip: always round up!

SFT Solutions, Inc. © 2021 ﬁij‘ .ﬁ LUTI O N S
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Pricing- Example

COGS $10.00
Rent $1.20
WAPA $0.40
Labor $2.40
Business License $0.17
Insurance $3.20
Shrinkage $2.00 Assume at least S2 per item
Subtotal $19.37

¥,
SFT Solutions, Inc. © 2021 ;’ﬂ" - S .ﬁ LUTI O N S
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Pricing- Example (Continued)

Subtotal $19.37

Credit Card Fees $1.00 X 5% Round up to nearest $1
Gross Receipt Taxes $1.50 x 7.5% Round up to nearest $1
Corporate Taxes $4.00 x 20% Round up to nearest S1
Total $25.87

Profit $3.13+

RETAIL PRICE $29 Round up (or down) to nearest “9”
Check COGS

$29 x 35% = $10.15

Tip: 529 price leaves room for
markdowns/discounts

Strategy | Finance | Technology
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Pricing Tips
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Charm Prices — Prices ending in 9, 99 or 95 make goods appear cheaper than they really are

No Cents Prices — Sends message that consumer is at a high-end place

Prices Without Dollar Signs — Disassociate money and the good received. Use for high-end goods

10 for $10 Trick — Make customers think they have to buy multiple items, when they don’t have to

Per Customer Limits — Creates scarcity and/or illusion of price concession

“Free” promotion — Consumers love the word free, so use it liberally to entice customers. Free shipping, BOGO
Innumeracy - BOGO? Or 50% off? Consumers are turned off by math

Simple Prices — On products that are marked down, which makes it easier to do math

Artificial Time Constraints — One Day Only Sale! Manufactured scarcity

. Time of Day — Bargain hunters come out during the day
. Visually Highlight Price Differences — When offering a sale price, change the font size and color of the new price

» Tip: The pricing difference should be no more than $10

. Limit Options — Too many options causes analysis paralysis
. Weber’s Law — A change in something is affected by how big that something was prior

* Tip: Keep price increases under 10%

. Shorter is Better

O $1,499.99
O 51,499
Q 1499

Strategy | Finance | Technology

»
Source: https://www.msn.com/en-us/money/personalfinance/7-pricing-tricks-that-make-you-overspend/ar-BB182ZCl t"’r S ﬁ LUTI O N S
https://www.helpscout.com/blog/pricing-strategies/ SFT Solutions, Inc. © 2021 ’T’

Economic Development Authority


https://www.msn.com/en-us/money/personalfinance/7-pricing-tricks-that-make-you-overspend/ar-BB182ZCI
https://www.helpscout.com/blog/pricing-strategies/

Recommendations

Business Development Tips

1. Seek mutually beneficial partnerships
2. Professional Development
* Attend MAGIC Fashion Apparel Trade Show every year — Las Vegas
* Actively seek

e Advisors
* Mentors
* Suppliers

* Business Partners
* Investors
3. Growth
* If you have been in business for 3+ years, grow beyond current product offering, but do it carefully
* If you have been in business for <3 years, focus on greatness of existing business

https://www.magicfashionevents.com

Strategy | Finance | Technology
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Remember: The Anatomy of a $25 T-shirt

O Loss leader pricing only works if the customer packs the shopping cart with other high

margin goods
Q If not, the entrepreneur loses

Equivalent owner salary of
$11,400 per year or $5.48 per hour

SSLUTIONS
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Module VI
Branding
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Branding

Special Guest: Rahshiene Taha

Rahshiene is a strategic and creative executive with over 15+ years of
experience sitting in the intersection of brand strategy, digital
media, experiential, content, and culture. He most recently joined Rock
The Bells as a GM/VP overseeing all Content & Experiences.

He has built global brand and content campaigns for Nike for the 2016
Olympics and Beats by Dre and PlayStation while at Anomaly. Rahshiene
also has an extensive entrepreneurial background. He was previously
the founder of K.O.T. Marketing Group, a Hollywood based sports and
entertainment marketing firm and 71X, 71X, a community based
experiential platform for multicultural millennial leaders.

Rahshiene received his B.A. from Stanford University in Sociology and
his MBA from Northwestern University - Kellogg School of Management.
He is currently serving as a Board member of the Stanford National Black
Alumni Association (SNBAA). Rahshiene is a proud New Yorker but fell in
love with California palm trees years ago and now calls LA his second
home.
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What Makes A Great Brand?
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Branding

What Makes a Great Brand?

Consistency.
Distinct Point of View.
Speaks to me. Makes me feel.

e BE
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Branding

Consumer
Mission
Vision

e BE
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Branding

Brand Book / Bible

The document you give to anyone who wants to
understand the essence of your brand

e BE
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Branding

Brand House

BUILDING YOU BRAND HOUSE

How are we relevant and unique to
audiences and from our competitors

...... How we say, feel, and act

------ What we say and do
(often list of products or initiatives)

------ Reasons to Believe

sromonneom 13 G OBLUTIONS
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Branding

Brand Messaging

MESSAGING FRAMEWORK

BRAND PROMISE

POSITIONING STATEMENT

TARGET AUDIENCE
D g

PRIMARY MESSAGE
(ELEVATOR PITCH)

Y v

MESSAGE PILLAR 1 MESSAGE PILLAR 2 MESSAGE PILLAR 3

PROOF POINT PROOF POINT PROOF POINT
PROOF POINT PROOF POINT PROOF POINT
PROOF POINT )i PROOF POINT PROOF POINT

CALL TO ACTION

Strategy | Finance | Technology
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BRAND PROMISE

“To be youthful and timeless at every age, you deserve skincare that works as hard as you do”

POSITIONING STATEMENT
Skincare that is positioned at the intersection of Lifestyle and Clinical entry.

TARGET AUDIENCE

Primarily women ages 25-65, HHI $50-$100K, follows celebrity gossip, primarily in a household with a child

PRIMARY MESSAGE

Ageless used to be a mindset. Now you can live without limits

Message Pillar
Ageless Beauty

Message Pillar
Leverage founder

Message Pillar

Potent, powerful and
effective products. Results
with no downtime

Message Pillar
Self-Love/Beauty from the
inside out

Message Pillar
Community & Inclusion

Multi-generational
beauty, ages “17-77"

Aspirational and
luxurious, yet accessible

Innovative
Ingredients/Olive
complex

Positive Affirmations

Age inclusive models,
influencers, ambassadors

“Beauty has no expiration
date”

Aspirational and
luxurious, yet accessible

Clinicals/Claims/B&A

Limitlessness

Emphasis on connecting
LatinX community

Strategy | Finance | Technology
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Strategy

What you are trying to
accomplish that supports your
brand?
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Branding

Tactics

How you plan on getting 1t done.

¥,
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Branding

Channel Strategy

O 6 ¢

Each channel is unique. One size does not fit all.
You must your tactics for each channel

Strategy | Finance | Technology
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Branding

RTB WILL BE PRESENT WHERE THE MODERN AUDIENCE IS

SOCIAL
MEDIA

OoTT
STREAMIN

G
SERVICES

STREAMIN

G
SERVCES

CULTURAL
MOMENT
S
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Branding

Influencers / Ambassadors

Hyperlocal.
Micro-Influencer.
Influencer.
Celebrity.

¥
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Branding

5 Rules of Brand Building

Be Specific

Be Authoritative
Be Consistent
Be Honest

Be Relentless

vhhwoppR

Consistency, Consistently.

. . . - . . :4'
Source: https://keysplashcreative.com/5-rules-of-branding/ https://keysplashcreative.com/5-rules-of- SFT solutions, Inc. © 2071 ﬂ‘T{- S .ﬁp LUTIONS
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Summary

Stay Positive and Keep Working Hard

"Only the paranoid survive." -Andy Grove, former CEO of Intel

"If we tried to think of a good idea, we wouldn’t have been able to think of a good idea. You just have to find the solution for a
problem in your own life." -Brian Chesky, Co-founder of Airbnb

"Ignore the hype of the startups that you see in the press. Mostly, it’s a pack of lies. Half of these startups will be dead in a year. So,
focus on building your business so you can be the one left standing." -Jules Pieri, Co-founder and CEO of The Grommet

"Your ability to attract, evaluate, and forge strong working relationships with co-founders, early employees, and investors often
mean the difference between failure and success." -Clara Shih, Co-founder of Hearsay Systems

"Most of us want to tell our coworkers or friends, or husbands or wives, our ideas. For what reason? We want validation. But | feel
ideas are most vulnerable in their infancy. Out of love and concern, friends and family give all the reasons or objections on why
[you] shouldn't do it. | didn't want to risk that." -Sara Blakely, founder of Spanx

"It takes 20 years to build a reputation and five minutes to ruin it. If you think about that, you’ll do things differently.” - Warren
Buffett

“Your most unhappy customers are your greatest source of learning.”- Bill Gates
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Thank You and Keep in Touch

Jed JohnHope
Managing Director
SFT Solutions
jed@sftsol.com
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