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Recent news: Sustainability is no longer an aspiration SIMON ¢ KUCHER & PARTNERS
within fashion; it will continue to become the standard Strategy & Marketing Consultants

150 Brands Have Joined Emmanuel
Macron’s “Fashion Pact” to Make the
Fashion Industry More Sustainable

AUGUST 26. 2019 1:43 PV
EMILY FARRA

$3 2 7 billion

combined revenue make up
a quarter of the global
fashion industry

In July, Amber Valletta partnered with Stella McCartney and Extinction f q_)
Rebellion to broadcast an urgent message about climate change.
Protogradhed by Johnny Dufort / Courtesy of Stella McCartney

Source: https://www.vogue.com/article/fashion-pact-sustainability-g 7-summit-emmanuel-macron
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Recent news: Mission-driven companies are paving the

way and seeing market success; profit-driven
companies are close behind

Mission-driven
]
(
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Profit-driven
)

Patagonia got $10 million in GOP tax cuts. The

How Allbirds went from Silicon Valley
company's donating it for climate change awareness

fashion staple to a $1.4 billion sneaker
start-up

Allbirds became a $1.4 billion sneaker start-up

ie outdoar company that specializes in premium outerwear and

terwear and
ness. is making a big statement about climate change. A $10 million

Patagonia’s environmental
actions have attracted a
devoted following to the

brand

Allbirds’ mission of simple
and sustainable footwear
has propelled their rapid

growth in a space

dominated by large brands

Zara wants all its clothes to be made from sustainable
fabrics by 2025

aaaaaaaaaaaa win, CNN Business

New York (CNN Business) — Fast fashion retailer Zara is going areen. All of the cotton, linen and

polyester used by Zara will be organic, sustainable or recycled by 2025, parent company Inditex
announced this week.

Zara’s announcement
cements that even the most
cost-conscious brands see

sustainability as a value
driver

Source: “Patagonia got $10 million in GOP tax cuts. The company’s donating it for climate change awareness” AJ Willingham. CNN Business. How Allbirds went from Silicon Valley fashion staple to a $1.4 Billion

sneaker start-up”. The Independent. “Zara wants all its clothes to be made from sustainable fabrics by 2025” Jazmin Goodwin. CNN Business.
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Simon-Kucher Sustainability Study:

We surveyed 750+ consumers across demographics on

the topic of sustainability and CSR*

Age Demographics

Baby Boomers 55+
12% GenZ 16-22

20%

Gen X

39 -54
Millennials

23 -38
34%

34%

Household Income

Gender

Female

90%

1%
Non-binary/Other

Less than $25,000 I 6%

$25,000 - $49,999 I 0 1%
$50,000 - $74,999 IS 15%

$75,000 - $99,999 I 9%

$100,000 - $124,999
$125,000 - $149,999
$150,000 - $199,999

10%
%
6%

$200,000 or more 5%

Source: Simon-Kucher Sustainability Study - Summer/Fall 2019 (N = 789)

* Corporate Social Responsibility

**Geographic Region: Representative of relative population of each of these regions
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Geographic Regions™* *

West
17%

Midwest
. 8 23%

South
40%

Northeast
20%

Urbanicity

Rural

Suburban
48%



Executive Summary:

SIMON ¢ KUCHER & PARTNERS
Key takeaways Strategy & Marketing Consultants

50% of millennials
and higher income
consumers are the
ones that primarily
seek out/research
corporate social
initiatives

Sustainability in
materials/processes
Is a top 2 cause that

consumers care

about across all
corporate social

Fashion brands can
charge significant
premiums for a
sustainable clothing,
companies built
around the cause can

initiatives charge even higher
80% of Gen Z
consumers are willing Only 42% of
to pay a premium for consumers expect

sustainable apparel
despite still being
relatively new to the
workforce

sustainable clothing
to contain mostly
sustainable material

Source: Simon-Kucher & Partners
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50% of Millennials actively research a company’s SIMON ¢ KUCHER & PARTNERS
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"| actively seek out/research the Corporate Social Responsibility behavior of companies"

Generation Z 11% 20% 42% 21% 6%
16-22

Millenials Q32 14% 30%
23 -38
39-54
Baby Boomers 22% 30% 39% 0%
55+
0% 20% 40% 60% 80% 100%
m Strongly Disagree m Disagree Neutral m Agree m Strongly Agree

Source: Simon-Kucher Sustainability Study N = 789.
Q: Which of the following Corporate Social Responsibility causes are important to you?
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CSR also trends positively with higher income SIMON * KUCHER & PARTNERS
consumers; i.e. they care more about CSR Strategy & Marketing Consultants

"| actively seek out/research the Corporate Social Responsibility behavior of companies"

Income
Less than $25,000 16% 21% 41%
$25,000 - $49,999 40%
$50,000 - $74,999 34%
$75,000 - $99,999 32%
$100,000 - $124,999 31%
$125,000 - $149,999 16% 18% 13% 27% 27%
$150,000 - $199,999 10% 10% 23% 25% 31%
$200,000 or more 25% 28% 33%
0% 20% 40% 60% 80% 100%
| Strongly Disagree m Disagree Neutral m Agree B Strongly Agree

Source: Simon-Kucher Sustainability Study N = 789.
Q: Which of the following Corporate Social Responsibility causes are important to you?
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The number one cause is still fair labor and trade SIMON * KUCHER & PARTNERS
practices; sustainability follows in second place Strategy & Marketing Consultants

Made with fair labor and trade
practices

Made using sustainable materials/
processes

Profits go to charitable purposes

Brand promotes body image positivity

Brand works to provide career/
education development

Offers functional apparel for people
who have disabilities

Brand engages in volunteer work/
community service

Company promotes political/social
causes that align with your values

Other l :

0% 10% 20% 30% 40% 90% 60%

-@-% rated important Ranked #3 Ranked #2 m Ranked #1

Source: Simon-Kucher Sustainability Study N = 789.
Q: Which of the following Corporate Social Responsibility causes are important to you? Q: Rank each category for how much it factors into your purchasing decisions for apparel/footwear.
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Majority of consumers are willing-to-pay premiums for  gvon « KUCHER & PARTNERS
sustainability across both types of companies Strategy & Marketing Consultants

Tops: % Premium in willingness-to-pay indicated by respondents

100% —o—Mission-driven Profit-driven
80% Reading example: 33%
of consumers would be
[2) willing to pay a 40% to
& 60% 50% premium for a top
g from a brand whose
mission is sustainabilit
% Reading example: 47/% y
o 40% of consumers would be
kS ° willing to pay a 10% to
X 20% premium for a top
from an industry-leading
20% brand’s sustainable line 13%
0
G(VO 60/0
0%
0% 0% -10% 10% - 20% 20% - 30% 30-40% 40-50% 50% +
% Premium willingness-to-pay
Mission-driven: An apparel company that makes sustainability Profit-driven: A profit-driven brand offering a sustainable
central to its mission (e.g. claims by Allbirds, Rothy’s) clothing line (e.g. claims by H&M, Zara)

Source: Simon-Kucher Sustainability Study N = 789.
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Premiums for sustainability are witnessed not just SIMON ¢ KUCHER & PARTNERS
in tops (shirts) but also in bottoms (jeans) Strategy & Marketing Consultants

Bottoms: % Premium in willingness-to-pay indicated by respondents

100% —o—Mission-driven Profit-driven

80%
%) Reading example: 31% of consumers
S 60% would be willing to pay a 30% to 40%
c premium for jeans from a brand whose
% mission is sustainability
O
o
= 40%
X

. Reading example: 22% of
ZWCIRE consumers would be willing to
pay a 10% to 20% premium for

jeans from an industry-leading 1% 1% 1% 1%
o brand’s sustainable line
0%
0% 0% -10% 10% - 20% 20% - 30% 30-40% 40-50% 50% +
% Premium willingness-to-pay
Mission-driven: An apparel company that makes sustainability Profit-driven: A profit-driven brand offering a sustainable
central to its mission (e.g. claims by Allbirds, Rothy’s) clothing line (e.g. claims by H&M, Zara)

Source: Simon-Kucher Sustainability Study N = 789.
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Younger consumers have higher willingness-to-pay for  sivon « KUCHER & PARTNERS
sustainability despite still being new to the workforce Strategy & Marketing Consultants

Apparel: % Premium in willingness-to-pay indicated by respondents

% of Respondents

100%

90%

80%

70%

60%

50%

40%

30% 80% of the youngest

consumers are willing to
20% pay a premium for
10% sustainability
0%
Generation Z Millennials Generation X Baby Boomers
% Premium Willingness-to-Pay
0% 0% - 10% m10% - 20% m20% - 30% m30-40% m40-50% m50% +

Source: Simon-Kucher Sustainability Study N = 789.
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It is not all or nothing, expectations on what SIMON * KUCHER & PARTNERS
sustainability implies run the full spectrum Strategy & Marketing Consultants

“What would you assume is the percentage of fabric actually made from sustainable or recycled
materials?”

Distribution of Expected % of Sustainable Materials Used (Rounded to nearest 10%)

25% Consumers do not
expect perfection, only

Readi le: 379 12% expect sustainable
eading example: o

20% of respondents expect
sustainable to include

clothing to be made from
100% sustainable

materials

" less than 50%
c sustainable/ recycled
3 15% materials Only 12%
5 expect
o
3
T 0% | |
o -
L

5% I

0% I

0 10 20 30 40 50 60 70 80 90 100

Expected % of Materials Sustainable

Source: Simon-Kucher Sustainability Study N = 789
Q: What would you assume is the percentage of the fabric actually made from sustainable or recycled materials?
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Simon-Kucher & Partners at a glance

Best consultancy at topline improvement

IS L=
s

Financial Times
Marketing, brand, pricing
1 Simon-Kucher & Partners

on par with
McKinsey & Company

Boston Consulting Group

s, list of the UK's Leading Management
018

Forbes

Marketing, brand, pricing, sales

Simon-Kucher & Partners

Source: Forbes, survey of the best management consulting firms ~ Source: MT Magazine/Erasmus University
the best strategy consultancies in the Netherlands, Dec. 2018

in the US, October 2016, 2018 (conducted every two years)

Global presence

brand eins/Statista

Marketing, sales, pricing

1 Simon-Kucher & Partners

Boston Consulting Group
McKinsey & Company

il
Capital

Marketing, sales, pricing

1 Simon-Kucher & Partners
on par with
Boston Consulting Group
McKinsey & Company.

MT Magazine/Erasmus Univeﬁy Bilanz Magazine/\WGMB

Strategy consulting

1 Simon-Kucher & Partners

Boston Consulting Group
McKinsey & Company

MT1000 2018, survey of

Marketing and sales

1 Simon-Kucher & Partners

Boston Consulting Group
McKinsey & Company

Source: Bilanz I
management

ne/WGMB: survey of the best
cies in Switzerland, January 2019

38 offices worldwide, >1,300 employees, $360m revenue in 2018

KR
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Source: Simon-Kucher & Partners
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Amsterdam Madrid

Atlanta Mexico City
Barcelona Milan

Beijing Mountain View
Bonn Munich
Boston New York
Brussels Paris

Cairo San Francisco
Chicago Santiago de Chile
Cologne Séo Paulo
Copenhagen Shanghai
Dubai Singapore
Frankfurt Stockholm
Geneva Sydney
Hamburg Tokyo

Hong Kong Toronto
Istanbul Vienna
London Warsaw
Luxembourg Zurich
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World leader in pricing

World leader in giving

advice to companies on how

to price their products
BusinessWeek

Pricing strategy
specialists

The Wall Street Journal

The world’s leading
pricing consultancy

The Economist

In pricing, you offer
something nobody else
does

Professor Peter Drucker

>3,500 projects in the last three years

Power®

Trans formatio®

Growth and competitive
strategies

Product portfolio (re-)design
Pricing excellence

Sales strategies and sales
channel optimization
Customer-centric digital
approaches

End-to-end transformation to-
ward commercial excellence
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The Simon-Kucher & Partners Sustainability Study — Summer/Fall 2019 was designed,
conducted and analyzed by Shikha Jain, Alex Crawford, Chris Moody, Jonathan Yao,
Dillon Smith and Zachary Sebek

Thank you!

September 2019

Shikha Jain, Senior Director
Alex Crawford, Consultant
Chris Moody, Consultant

Boston office

One Canal Park

Cambridge, MA 02141, USA
Tel. +1 617 231 4574
Shikha.Jain@simon-kucher.com

Q
o)
o
o
s
o
(@)
R

WWW.Simon-kucher.com




