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GLO-BUS &b

Welcome to GLO-BUS. You and your co-managers are taking over the operation of a company that is
in a neck-and-neck race for global market leadership in two product categories: action-capture cameras
(comparable to those designed and marketed by global industry leader GoPro) and unmanned aerial
view (UAV) drones that incorporate a company designed and assembled action-capture camera. Your
company competes against rival companies that design, assemble, and market these same two
products and that are run by other members of your class. All makers of these two products—action-
capture (AC) cameras and UAV drones—compete head-to-head in four market regions across the
world—Europe-Africa, Asia-Pacific, Latin America, and North America, and all companies currently
have the same unit sales volumes, revenues, and global market shares in both product categories. In
the most recent year, your company had worldwide sales of 840,000 action-capture cameras and
140,000 UAV drones. Prior-year revenues were $334.1 million and net earnings were $15 million,
equal to $0.75 per share of common stock. The company is in sound financial condition, is performing
well, and its cameras and drones are well-regarded by buyers. Your company’s board of directors has
charged you and your co-managers with developing a winning competitive strategy—one that
capitalizes on growing consumer interest in action-capture cameras and UAV drones and boosts the
company’s overall performance year-after-year.

Your first priority as a GLO-BUS participant should be to absorb the contents of this Participant’s Guide
and get a firm grip on the character of the market for action-capture cameras and UAV drones, the
operations of your company, the cause-effect relationships affecting various aspects of your company’s
operations, and the procedures for participating in the exercise. Then you will be ready to explore the
software and start managing your assigned company.

How the GLO-BUS Exercise Works

GLO-BUS is a PC-based exercise, modeled to reflect the real-world character of the globally
competitive market for AC cameras and UAV drones. The operations of your company and the
companies run by other students in your class are patterned after those of actual enterprises that
design, assemble, and market AC cameras and UAV drones. Cause-effect relationships and revenue-
cost-profit relationships are based on sound business and economic principles. GLO-BUS enables you
and your co-managers to apply what you have learned in business school and to practice making
reasoned, businesslike decisions aimed at improving your company’s overall performance. Everything
about your company and the competitive environment in which your company operates has been made
“as realistic as possible” in order to provide you with a close-to-real-life managerial experience.

Each decision period in GLO-BUS represents a year. The first set of decisions you will make is for
Year 6. You will make decisions each period relating to the design and performance of your company’s
two products (21 decisions), assembly operations and workforce compensation (up to 8 decisions for
each product), pricing and marketing (7 decisions for cameras and 6 for drones), corporate social
responsibility and citizenship (up to 6 decisions), and the financing of company operations (up to 8
decisions). In addition, there are 9 entries for cameras and 8 entries for drones involving assumptions
about the competitive actions of rivals; these entries help you to make useful forecasts of your
company’s unit sales (so you have a good idea of how many cameras and drones will need to be
assembled each year to fill customer orders). Plus, there is accounting and cost data to examine,
import duties and exchange rate fluctuations to consider, and shareholder expectations to satisfy.
Video Tutorials for each decision page will help you get started. And there are Help sections for
each page that provide valuable information about each decision entry, important cause-effect
relationships, and decision-making tips.

Complete results of each decision period become available online about 15 minutes after the deadline
for each decision round. Detailed information and feedback provided in the Camera & Drone Journal,
the Competitive Intelligence Report, and the Company Operating Reports provide essential information



GLO-BUS: Developing Winning Competitive Strategies Participant’s Guide

about each company’s performance, assorted industry outcomes, updated demand forecasts, your
company’s competitive standing vis-a-vis rivals, and other statistics that enable you to determine what
actions to take to improve your company’s performance in upcoming decision rounds.

The decision round schedule developed by your instructor indicates the number of decision periods that
you will be running the company. You should use the practice round(s) to become familiar with the
software, digest all the information provided on the decision pages and in the reports, and get a glimpse
of what to expect before your management team’s decisions start to count.

You can access all aspects of GLO-BUS at any time from any
desktop or laptop computer, tablet, or smart phone. When you go to your “Corporate Lobby” page at
www.glo-bus.com and click on the Decisions and Reports button, GLO-BUS automatically links you
directly to all of the pages for entering decisions and viewing reports. When you are ready to exit a
session and want to save any work you have done on the decision entry pages, simply click the Save
button and all your decision entries will be saved to the GLO-BUS server. The last set of decision
entries saved by a member of your company’s management team when the deadline for a
decision round arrives will be used to determine the results/outcomes for your company.

The Corporate Lobby page functions as your “gateway” for all GLO-BUS activities—click the buttons at
the top to see everything that is available. Plus, the Corporate Lobby page reports the latest interest
rates and exchange rate impacts. Take a couple of minutes to familiarize yourself with the features and
information on your Corporate Lobby page, all of which will come into play during the exercise. The
Recommended Decision Procedures link (Participant's Materials button) is especially worth a few
minutes of your attention.

Your Company’s Operations

Your company began operations five years ago and maintains its headquarters in Taiwan. It
assembles wearable or mountable video cameras smaller than a teacup and camera-equipped drones
at recently-constructed facilities in Taiwan. The company’s action-capture camera models deliver
stunning video quality and have powerful photo capture capabilities. Once the cameras are assembled
and tested, they are shipped directly to multi-store chains and online retailers that sell electronics
products and to a wide variety of local retail shops selling cameras or sporting goods equipment or
outdoor adventure trips in Europe-Africa, Asia-Pacific, Latin America, and North America. For example,
shops selling or renting snow skis, snowboards, snowmobiles, all-terrain vehicles, go kart racers, water
skis, surf boards, bicycles, hunting and fishing equipment, sky-diving gear, and scuba diving gear often
sell or rent miniature, wearable action-capture cameras to customers wanting to video their
experiences; likewise, the providers of white-water rafting trips, sky-diving and parasailing flights, deep
sea fishing trips, helicopter rides, nature trips, and other outdoor action experiences frequently sell or
rent action-capture cameras to their customers.

The unmanned aerial view (UAV) drones assembled at the Taiwan plant are sold directly to buyers at
the company’s website and to other online retailers of commercial drones. These drones are much
more sophisticated and multi-featured than inexpensive toy drones sold for recreational use. Indeed,
the company you will manage and the drone-makers you will be competing against produce copter
drones as wide as four-feet that can be used for a variety of commercial and business purposes and
retail in the $850 to $2,000+ range. UAV drones are commonly used by professional photography
enterprises movie studios and to capture often stunning shots (panoramic scenery, hovering over an
open shark’s mouth, explosive action scenes) from heights and angles not feasible with handheld or
tripod cameras. Network and local TV stations use UAV drones to take videos of fires, storm damage,
a live volcano, sporting events (golf and football), and other newsworthy events where film footage
taken from particular angles or heights or distances is more revealing. Insurance companies use UAV
drones to document damage to homes and buildings inflicted by hurricanes, tornadoes, hail, and floods,
thereby expediting the process of paying claims; drones are particularly useful in helping insurers
inspect areas that are hard to access (such as roofs and condemned buildings). Fire departments use
camera drones to monitor fires in large buildings and direct where fire hoses and other firefighting
efforts need to be aimed. Large commercial farms use camera drones to monitor crops and crop
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harvesting; ranchers use drones to track the location and well-being of farm animals. Construction
companies use daily drone flights to gather data and 3-D images showing progress at project sites and
identify areas where the project might be falling behind schedule. Companies use periodic drone flights
to help protect against theft and vandalism at plant sites and remote facilities. Indeed, unmanned
drones equipped with professional quality, action-capture cameras are being used by growing types of
private and public enterprises for a growing variety of purposes, resulting in rapidly-growing market
demand for UAV drones across the world.

The two product categories your company competes in consists of as few as 4 or as many as 12
companies, as determined by your instructor. All companies begin the GLO-BUS exercise in the
same competitive position—equal sales volumes in each of the world’s four geographic regions,
equal global market shares in both cameras and drones, and equal revenues, profits, costs, product
quality and performance, brand recognition, and so on. All competing companies are thus presently on
an equal footing in all respects.

In upcoming years, the managers of all companies will undertake strategic actions to boost the
performance of their respective companies—these actions will involve altering prices, product
performance and quality, advertising, and other competitively-relevant factors that impact buyer choices
of which company’s brand to purchase. The differing actions of competing companies will almost
certainly result in substantially different cross-company unit sales volumes and market shares in all
regions of the world because the actions of some companies will prove more effective in attracting
buyers than the actions of other companies. Companies that succeed in outcompeting rivals in the
sales of either cameras or drones or both will gain sales and market share at the expense of rivals.
Some companies will suffer losses of sales and market share in cameras and/or drones in one or more
geographic regions—despite striving (or hoping) to do the opposite—because they are outcompeted by
one or more rivals offering what buyers consider to be more attractive products. Bigger sales and
market shares, of course, do not necessarily equate to better profitability and overall performance than
below-average sales volumes and market shares—firms that sell top-quality products at premium
prices often have smaller unit sales volumes and smaller revenues, yet their profits and returns on
investment may well be greater than those of firms selling less expensive, lower-performing products to
the mass market. Moreover, each competing company’s production and other operating costs for
cameras and drones are certain to change over time, as managers of the competing companies pursue
different actions to operate efficiently and build a competitive advantage linked to lower costs or better
product quality or some other factor that yields competitive advantage. It remains to be seen which
companies will end up being the most profitable and achieving the best overall performance.

The company has regional facilities in Milan, Italy; Singapore; Sao Paulo, Brazil; and Dallas, Texas to
conduct the company’s marketing efforts in the four geographic regions of the world market, to support
the merchandising efforts of regional retailers who stock the company’s action cameras and UAV
drones, and to process camera/drone warranty claims (including making needed repairs) originating in
the region.

The company assembles cameras and drones usually within two weeks of
receiving an order and strives to ship an order no later than 2-3 days after assembly. No camera
models or drone models are assembled in advance, warehoused in company facilities, and then used
to fill incoming orders.

The company has a staff of people engaged in product R&D; this group has the capability to develop
new and improved models of cameras and drones as directed by top management. Once company co-
managers settle on the desired specifications and performance features for the company’s line-up of
camera and drone models, the needed parts and components are obtained from suppliers having the
capabilities to make deliveries to the company’s Taiwan assembly site on a just-in-time basis, thus
eliminating the need to maintain inventories of parts or components.

The company has two buildings for assembling products at its Taiwan site—one for cameras and one
for drones (the drone assembly process also includes assembly of an action-camera model having
features and specifications suitable for use in camera-equipped drones). Both cameras and drones are
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assembled by four-person product assembly teams (PATSs), with each PAT performing the needed
tasks at its own assigned workstation. Shipping department personnel package orders for shipment
and stack them on the loading dock for pickup by independent freight carriers. The cameras are
delivered to buyers anywhere from 3 days to 3 weeks later, depending on a retailer’s location and the
means of transportation—shipments to distant retailers are shipped via a combination of air and ground
freight and those to customers in select parts of Asia are shipped by ground freight. The cost of boxing
cameras, packaging them for shipment, and freight averages $5 per camera. Shipping costs for
drones, most of which are air freighted to customers and delivered within 5 to 10 business days after
receipt of the order, average $60 per unit.

Many countries have opted to impose import duties on cameras and drones sourced from Taiwan.
Going into Year 6, import duties equal 4% of the average price the company charges customers in
Europe-Africa, and 6% of the average price being charged to customers in both Latin America and the
Asia-Pacific; there are no import duties on either cameras or drones shipped to customers in North
America. Import duties in all four regions of the world market are subject to change in upcoming years.

To capitalize on ongoing technological advances and the pipeline of product
enhancement capabilities flowing from the company’s expenditures for product R&D, each year the
company typically changes the specs for important components, adds/modifies performance features,
upgrades the internal software, makes assorted other design-related changes, and introduces new
and/or improved models. In addition, strong competition from rival companies pushes management to
make price and marketing adjustments to improve buyer appeal for the company’s camera/drone
models and to enhance the company’s ability to compete more effectively with the offerings of rival
companies.

The company’s stock is publicly traded on the NASDAQ exchange in the United
States. The closing price in Year 5 was $12 per share. The company’s financial statements are
prepared in accord with generally accepted accounting principles and are reported in U.S. dollars. The
company’s financial accounting is in accord with the rules and regulations of all authorities where its
stock is traded.

The Worldwide Market for Action-Capture Cameras

Worldwide unit sales of wearable and/or mountable, miniature action-capture cameras are reliably
projected to grow 6-8% annually for the next five years (Years 6-10) and then to grow at a slower 4-6%
annual rate during the following five years (Years 11-15). However, the projected growth rates differ by
geographic region, as shown below.

Projected Growth of Unit Sales of Action-Capture Cameras

Worldwide North America Europe-Africa Latin America Asia-Pacific
Years 6-10 6.0%-8.0% 4.5%-6.5% 4.5%-6.5% 8.5%-10.5% 8.5%-10.5%
Years 11-15 4.0%-6.0% 2.5%-4.5% 2.5%-4.5% 6.0%-8.0% 6.0%-8.0%

Note: Just where within the 2% ranges forecasted above any region’s actual growth rate turns out to
be in any given year varies from region to region. In one region the actual growth rate in a particular
year may be near the high end of the forecasted range, in another region in the same year it may be
near the low end, and in still another region in the same year it may be near the midpoint of the
range. Moreover, the forecasts are all based on the assumption that rival companies compete
aggressively enough to capture the forecasted growth opportunities and do not radically alter current
price levels and/or product quality/performance. Future growth rates may turn out to be higher than
forecasted in the event more buyers are attracted to purchase action cameras because of significant
declines in industry-wide average camera prices, sharp increases in the marketing and competitive
efforts of rival companies, and/or significant improvements in camera quality/performance over time.
Conversely, factors that can drive away potential buyers and cause the growth in buyer demand to
fall below the forecasted amounts include sharply higher camera prices and/or eroding camera
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quality/performance and/or greatly diminished marketing and competitive efforts industry-wide. In
other words, the forecast growth rates in the table above are reliable only to the extent that rival
companies on the whole do not pursue actions that result in future prices, product quality, and
marketing and competitive efforts that differ significantly from the levels prevailing in Year 5.

Because the growth rate in four geographic regions can be anywhere within the forecast 2 percent
range, company managers have to deal with uncertainty about where within the projected growth range
the actual growth rate in camera demand for a particular geographic region in a particular year will turn
out to be. Bear in mind here that the managers of real-world companies do not operate with certainty
about what their industry’s growth rate in unit volume for the upcoming year will turn out to be, correct
to the first decimal place—a forecast somewhere within a 2-percentage-point range is really a pretty
good forecast!

Competition in the worldwide market for action-capture cameras revolves around price,
product quality and performance, the number of models offered, the number and types of retailers that
stock and merchandise each brand of camera, the amount of merchandising support companies
provide to these retailers, advertising, sales promotion activities (the duration of sales promotion
campaigns and the sizes of the price discounts offered to retailers during these promotional
campaigns), the length of warranties, and brand reputation.

The Worldwide Market for UAV Drones
Worldwide unit sales of UAV drones are reliably projected to grow 12.5%-16.5% annually during Years
6-9, to grow at slower 6.5-9.5% annual rates during Years 10-13, and to grow at modest 4.0%-6.0%

annual rates during Years 14 and 15. However, the projected growth rates differ considerably by
geographic region, as shown below.

Projected Growth of Unit Sales of Unmanned Aerial View Drones

Period Worldwide North America Europe-Africa Asia Pacific  Latin America

Years 6-7 16.5%-18.5% 15.5%-17.5% 15.5%-17.5% 19.0%-21.0%  19.0%-21.0%

Years 8-9 12.5%-14.5% 11.5%-13.5% 11.5%-13.5% 15.0%-17.0%  15.0%-17.0%
Years 10-11  9.5%-11.5% 8.5%-10.5% 8.5%-10.5% 11.5%-13.5%  11.5%-13.5%
Years 12-13 6.5%-8.5% 5.0%-7.0% 5.0%-7.0% 8.5%-10.5% 8.5%-10.5%
Years 14-15 4.0%-6.0% 3.0%-5.0% 3.0%-5.0% 5.5%-7.5% 5.5%-7.5%

Note: Just where within the 2% ranges forecasted above any region’s actual growth rate turns
out to be in any given year varies from region to region. In one region the actual growth rate in a
particular year may be near the high end of the forecasted range, in another region in the same
year it may be near the low end, and in still another region in the same year it may be near the
midpoint of the range. Moreover, it is essential for you to understand that the forecasts are based
on the assumption that rival companies compete aggressively enough to capture the forecasted
growth opportunities. Future growth rates may turn out to be higher than forecasted in the event
more buyers are attracted to purchase camera-equipped commercial drones because of a
dramatic decline in drone prices and/or significantly higher drone quality/performance and/or
sharp and sustained increases in the marketing and competitive efforts of rival companies to grow
sales volumes. Conversely, factors that can drive away potential buyers and cause the growth in
buyer demand to fall below the forecasted amounts include sharply higher drone prices and/or a
strong downward trend in drone quality/performance and/or complacent efforts on the part of rival
companies to please buyers and capture the available growth opportunities. In other words, the
forecasted growth rates in the table above, while reliable, are not guaranteed; the forecasts are
based on the assumptions that rival companies on the whole will not pursue actions that result in
future prices, product quality/performance, and marketing and competitive efforts that differ
significantly from the levels prevailing in each region at the end of Year 5
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Again, while company managers have to deal with uncertainty about where within the projected 2%
growth range the actual growth rate for drones for a particular geographic region in a particular year will
turn out to be, a forecast somewhere within a 2-percentage-point range is really a pretty good forecast!

Competition in the worldwide market for UAV drones differs somewhat from that for
action-capture cameras and is centered on price, product quality and performance, the number of
models offered, the relative appeal of rival company websites as concerns providing complete
information about different models and the ease of placing orders, the comparative amounts
competitors elect to spend on search engine advertising to help draw shopper traffic to their website
(where a big percentage of drone sales are transacted), the length of warranties, the relative success
competitors have in attracting third-party online retailers to display and merchandise their brand of UAV
drones (and thereby broaden their access to potential purchasers of drones), and brand reputation.

Performance/Quality Ratings of Action-Capture Cameras and UAV Drones

The World Digital Video Federation (WDVF), a well-
respected affiliation of camera industry trade groups and camera experts, tests the performance and
quality of the action-capture camera models of all competitors and assigns a performance-quality or
P/Q rating ranging from a low of 1.0 stars to a high of 10.0 stars to each company’s line of action-
capture cameras—each company’s star rating is reported to the nearest tenth of a star (i.e. 2.3, 4.7,
6.5). The WDCF’s P/Q ratings are based on an array of factors: (1) image sensor size, (2) size of the
LCD display screen, (3) image quality of the pictures/video, (4) number of modes for videos and still
photos, (4) camera housing, (5) editing/sharing capabilities, (7) included accessories (such as capacity
of flash memory card, rechargeable batteries, a plug-in battery-charger, and carrying case) (8) number
of extra performance features, (9) the number of camera models a company offers, (10) a company’s
cumulative spending on product R&D, and (11) the amount a company spends annually on training for
each of its camera-related PATs and improving its camera-related assembly methods (since such
spending can affect defects encountered and the need for repairs). Ratings are updated annually.

Currently, the action-capture camera lines of all competitors have a 4.0-star P/Q rating. Competition
among rivals is, however, likely to result in different P/Q ratings for the camera offerings of different
companies in forthcoming years. This is because all buyers both within a geographic region and across
the four geographic regions do not prefer to buy precisely the same quality camera with precisely the
same performance features and pay precisely the same price. Diverse buyer preferences thus make it
highly that some camera companies will opt to cater to buyers shopping for low-priced action cameras
having basic features (and perhaps a P/Q rating of 1-3 stars), while other camera makers may decide
to design cameras to satisfy buyer preferences for a premium-priced, full-featured action camera (with
perhaps a 7-star to 10-star rating), and still other camera-makers may choose to target “middle market”
buyers content with a medium-priced camera having a P/Q rating in the 4-6 star range.

Three years ago, the Global Alliance for Safe and Responsible Use of
Commercial Drones was formed to help lobby government authorities responsible for regulating
airspace to establish drone-use regulations that would enable commercial enterprises to benefit from
the rapidly-advancing capabilities of aerial drones to provide valuable pictures and data. Membership
quickly grew to include drone manufacturers, the suppliers of materials and components used in the
production of drones, a wide variety of commercial enterprises and trade associations with interest in
using drones for various purposes, and organizations engaged in drone technology research. Two
years ago, members of the Global Alliance voted overwhelmingly to develop a methodology for rating
the performance and quality of the hundreds of brands and varieties of drones available for sale
worldwide, but most especially UAV drones suitable for a variety of commercial uses. Eighteen months
ago, the first performance-quality or P/Q ratings of UAV drones were released for posting on the Global
Alliance’s website, along with the methodology for determining the ratings. Ratings are a function of (1)
the caliber of the built-in action-capture camera, (2) the caliber of the built-in GPS/Wi-Fi/Bluetooth
components, (3) battery life (maximum flight time per charge), (4) number of rotors, (5) rotor
performance and flight controller features/capabilities, (6) body frame construction, (7) the caliber of the
obstacle sensors, (8) quality of the camera stabilization device, (9) number of extra performance
features, (10) the number of drone models a company offers, (11) a company’s cumulative spending on
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product R&D, and (12) the amount a company spends annually on training its each of its drone-related
PATs and improving its drone-related assembly methods (since such spending can affect defects
encountered and the needs for repairs). Each brand of UAV drones was assigned a P/Q rating of 1.0
to 10.0 stars, with each company’s star rating being reported to the nearest tenth of a star. Ratings are
updated annually.

As of Year 5, the UAV drone offerings of all competitors in your industry group had a 4.0-star P/Q
rating. However, given the expected rapid advances in drone technology and the many new features
and improvements that are expected to be incorporated in UAV drones in upcoming years, it is likely
that the P/Q ratings of competing brands of UAV drones will quickly diverge. Drone buyers across the
world are not looking for drones with the very same features, performance, and quality because the
purposes for which they intend to use UAV drones vary greatly, thus creating a market for drones with
varying combinations of features—which, in turn, results in drones with varying costs being sold at
varying prices. Consequently, some drone makers will opt to cater to drone buyers shopping for low-
priced drones having basic features (and perhaps a P/Q rating of 1-3 stars), others will elect to target
buyers willing to pay well above-average prices for a more full-featured drone (with perhaps a 7-star to
10-star rating), and still other drone-makers opting to compete for the patronage of “middle market”
buyers whose performance-quality requirements equate to P/Q ratings in the 4-6 star range.

The Retailers and Buyers of Action-Capture Cameras and UAV Drones

Worldwide, there are some 50,000 retailers of wearable (or
mountable/attachable), teacup-size video cameras scattered across the world—each of the four major
geographic regions of the world market has 12,500 retailers of action-capture cameras, some of which
are multi-store retail chains (100 per region), online electronics retailers (400 per region), and local
retail enterprises that sell or rent these cameras (12,000 per region). Retailers with store locations that
also sell cameras on their websites are not included in the online category. Multi-store chains account
for the biggest percentage of action-capture camera sales, with online retailers second and small local
retailers third. Retail markups over the wholesale prices run 50% to 100%; thus the models of a
company with 4-star-rated action-capture cameras wholesaling for an average of $200 could retail for
an average of $300-$400. Such markups allow retailers to put selected models or brands of cameras
on sale from time-to-time at 10% to 20% off regular price and still make a decent profit margin.

Retailers typically carry anywhere from 2-4 brands of action-capture cameras and stock only certain
models of the brands they do carry, but in all four geographic markets there are around 20 “full-line”
action camera retailers that stock most all brands and models. Most all chain-store retailers carry at
least 2 and often 3-4 of the best-selling brands. The makers of weak-selling brands of action cameras
have difficulty convincing major retail chains to devote much display space and merchandising efforts to
their models. Online retailers are, however, more amenable to merchandising low-volume brands,
especially those with relatively high P/Q ratings (favored by buyers concerned about camera
performance and quality) and/or minimal performance features but ultralow prices (which are favored
by bargain-hunting shoppers).

There are 100 online retailers of UAV drones in each of the four
geographic regions. Because your company sells its UAV drone models at the company’s own website
in direct competition with other online retailers of UAV drones, these online retailers are inclined to
stock and display your company’s brand of drones only if they can purchase your drone models at an
attractive percentage discount to the price being charged on your website. In other words, if you offer
to sell online retailers your models of UAV drones at say 20% off the price being charged on your
website, then a greater number of online retailers will be inclined to stock and merchandise your drone
models than if you only offer them a 10% price discount. Moreover, the bigger the percentage discount
you offer to these online retailers, the bigger the sales they will generate—discounts of 15% to 20%
may result in 3"-party online retailers accounting for 25% to 35% of your company’s total sales volume.
Generally, if your company’s price discounts are under 10%, very few online retailers will purchase your
drone models for resale on their websites because their profit opportunities are minimal (even if they
charge prices higher than your company’s website prices in hopes of attracting buyers who have never
visited your company’s website).
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People interested in purchasing a wearable video camera
in order to record their action adventures for personal viewing and also to share their experiences with
others (perhaps on Facebook or other sites) are generally quite aware that there can be big differences
in the prices and performance of the various brands of action-capture cameras. Many do extensive
internet research to educate themselves about the features, performance, and prices of different action-
capture camera brands and models. The World Video Camera Federation’s much publicized P/Q
ratings are trusted by people who are shopping for action cameras or already own one, and the
Federation’s frequently-visited website has detailed information concerning the results of its
performance tests and the basis for its P/Q ratings of each action-capture camera brand. Moreover,
both the makers of these cameras and online electronics retailers have extensive information on their
websites about currently available models. There are also assorted websites and publications that
publish/post information about and reviews of new and improved camera models. Consequently, it is
easy for most potential buyers of action cameras to do considerable comparison shopping before
making a decision about which camera brand to buy—they tend to be quite aware of the prices and P/Q
ratings of different brands, the various retail locations and websites where action cameras can be
purchased, the warranties of competing brands, and the fact that retailers have periodic weekly sales
promotions that feature sizable discounts off the regular retail price. Potential buyers also pay at least
some attention to the media ads they see for various action cameras brands and their purchasing
decisions are to some degree influenced by these ads. Many price-sensitive consumers shopping for
their first action-capture camera are inclined to wait to make a purchase until the retailers of these
cameras in their geographic area have weekly sales promotions featuring discounted prices.

Individuals and enterprises interested in purchasing a UAV drone for
commercial use are generally quite aware that there can be big differences in the prices and
performance of the various brands of UAV drones. many do extensive Internet research to educate
themselves about the features, performance, and prices of different brands and models of UAV drones.
The readily available P/Q ratings for various brands of drones compiled by the Global Alliance for Safe
and Responsible Use of Commercial Drones are considered trustworthy, and the Global Alliance’s
frequently-visited website has detailed information concerning the results of its performance tests and
the basis for its P/Q ratings of each drone brand. Moreover, both drone-makers and third-party online
electronics retailers of drones have extensive information on their websites about the currently available
models they offer for sale. Because of mushrooming interest in the features and capabilities of UAV
drones, a growing number of websites and media publications have begun posting/publishing articles
about the features and capabilities of newly-available drones and newsworthy developments in the
drone industry. Consequently, it is common for likely drone purchasers to do considerable comparison
shopping before making a decision about which drone brand to buy—they are familiar with the P/Q
ratings of rival brands, the retail prices and information posted at company websites and the websites
of other online retailers of drones, and the warranties of rival brands. Potential buyers also pay at least
some attention to the search engine advertising they encounter when browsing for information about
UAYV drones, and their decisions to ultimately purchase this or that brand are affected by these ads.

The Competitive Factors that Determine AC Camera Sales and Market Share

Competition among rival makers of action-capture cameras centers around 11 factors:

—how a company’s average wholesale price for the camera
models it sells to retailers in each region compares with the wholesale prices of the camera models
of competing companies. Charging a price above the price charged by certain rival companies puts
a company at a price-based competitive disadvantage against these rivals whereas charging a
lower price results in a price-based advantage over these rivals—big cross-company price
differences matter more than small differences and much more than “tiny” differences. But the
more important price-related consideration affecting a company’s unit sales/market share is
the extent to which its wholesale selling price to retailers in each region is above/below the
industry (all-company) average in the region. The more a company's wholesale price to retailers
in a geographic region is above the industry average to retailers, the bigger and more important its
pricing disadvantage and the more that the region’s action-camera shoppers will be inclined to shift
their purchases to lower-priced rival brands. Conversely, the more a company's wholesale price to
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retailers in a geographic region is below the industry average, the bigger the fraction of action-
camera shoppers in the region it can attract to purchase the company’s lower-priced brand.

However, the size of any company’s pricing disadvantage/advantage versus rivals (and the
resulting loss/gain in unit sales and market share) can be decreased/increased by its
competitive standing versus rivals on the other 10 competitive factors. Any company whose
price exceeds the average prices of its regional rivals can partially offset or even overcome its price
disadvantage when it has competitive edges over rivals on some/many other relevant buyer
considerations—such as an above-average P/Q rating, more models for buyers to select from, or
longer-than-average warranties. But the further a company's average price to retailers is above the
average prices of rival companies, the harder it is for a company to use non-price enticements to
overcome rising buyer resistance to the company’s higher priced camera models.

Similarly, any company whose price to retailers is below the average prices of its regional rivals can
widen its price-based advantage over rivals when it also has a competitive edge over these rivals
on some or many of the other 10 competitive factors that determine a company’s unit sales and
market share in a region. In addition, the further a company’s price is below the average being
charged by regional rivals, the easier it becomes to offset any competitive disadvantages relating to
a below-average P/Q rating, shorter-than-average warranties, a below-average number of models,
and other competitively relevant factors.

One other price-related factor also has to be taken into account. The buyers of action cameras in
Latin America and the Asia-Pacific region are more sensitive to cross-brand price
differences than are camera buyers in North America and Europe-Africa. Thus when camera-
makers raise their wholesale prices to retailers in a region this quickly translates into higher retail
prices in the region because retailers mark up the wholesale price they pay camera-makers by 50%
to 100%. Consequently, when the product offerings of competing companies entail only minor
differences in P/Q ratings (and other factors that shape buyers’ brand preferences), then cross-
brand differences in wholesale price will have a bigger impact on unit sales and market shares in
Latin America and the Asia-Pacific than in North America and Europe-Africa.

—the vast majority of action-capture camera shoppers consider the widely-available and
much-publicized annual P/Q ratings compiled by the World Digital Video Federation to be a trusted
measure of the performance and quality of competing brands of action-capture cameras. Market
research indicates buyers worldwide consider the P/Q ratings of competing brands of AC cameras
to be one of the two most important factors (along with price) in shaping their choice of which
action-camera brand to purchase. A company whose P/Q rating is above the P/Q ratings of rivals
in a region and, more importantly, the industry average P/Q rating, enjoys an important competitive
advantage on the performance-quality aspect of its camera models. A below average P/Q rating
constitutes an important performance-quality disadvantage. The more a company's P/Q rating is
above the industry average, the more that camera shoppers in the region are attracted to purchase
the company’s camera brand—unless the company’s higher P/Q rating is undermined by (1)
unfavorable comparisons against rivals on such other buyer-relevant features as comparatively few
models for buyers to choose among, a significantly weaker brand reputation, or a much shorter-
than-average warranty or (2) charging a price premium for the added performance-quality that
buyers consider “too high” or “not worth the extra cost.”

Market research further reveals that the buyers of action cameras in North America and
Europe-Africa are more sensitive to cross-brand differences in P/Q ratings than are camera
buyers in the Asia-Pacific and Latin America regions. Thus, when two brands of action
cameras have slightly different prices and P/Q ratings (and all other buyer considerations are, on
balance, virtually identical between the two brands), then a bigger percentage of buyers in North
America and Europe-Africa will purchase the brand with the higher P/Q rating while a bigger
percentage of buyers in Latin America and the Asia-Pacific will purchase the cheaper-priced
brand—resulting in bigger sales for the camera brand with the higher P/Q rating in the North
America and Europe-Africa regions and bigger sales for the lower-priced camera brand in the Latin
America and Asia-Pacific regions.

10
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However, beware of assuming the differing cross-region sensitivities to price and P/Q ratings mean
buyers in North America and Europe-Africa care little about price or that buyers in Latin America
and the Asia-Pacific care little about P/Q ratings. Camera prices and P/Q ratings matter greatly
in all geographic regions.

3. Number of Models—Companies offering buyers a bigger selection of models than rivals enhance
their company’s competitiveness by giving camera buyers more opportunity to find a model well
suited to their preferences. Companies offering comparatively fewer models than rivals risk losing
sales and market share to competitors offering greater selection, unless they offset their narrower
selection with other appealing competitive attributes (such as a lower price, higher P/Q rating,
longer warranties, and so on).

4. Advertising Budget—Media advertising is used to inform the public of the prices and features of
newly introduced models, to tout the merits of buying the company’s brand, and to inform shoppers
of special sales promotion campaigns and discounted sales prices. Even though retail dealers act
as an important information source for customers and actively push the brands they carry,
advertising on the part of camera-makers (often done in conjunction with the advertising efforts of
retailers stocking its brand) strengthens brand awareness, helps pull buyers into retail stores
carrying the brand, and informs the public about the features and prices of a company’s latest
action camera models. The competitive impact of advertising depends on the size of your
company’s current-year advertising budget in each region. Companies spending more on
advertising than rivals in a given region gain an advertising-based competitive edge over rivals
spending lesser amounts. When all other competition-related factors are, on balance, close to
equal in a region, companies spending more on advertising in a region will outsell rivals
spending less on advertising.

5. Sales Promotions (number of weeks)—Rival companies can run from 0 to 20 week-long sales
promotion campaigns annually to tout their action-capture cameras—all such campaigns involves
offering retailers a discount of some size off the regular price. Periodic sales promotion campaigns
are of interest to retailers stocking the company’s models because they call attention to the brand,
spur consumer interest and store traffic, and help increase unit sales. Market research indicates
that the competitive impact of sales promotions is a function of the extent to which the number of
sales promotion events a company has annually is above/below the industry average in each
region. Companies having more sales campaigns than rivals in a given region gain a promotion-
based competitive edge over regional rivals having fewer campaigns. When all other competitiive
factors are, on balance, close to equal among the rivals in a region, companies having more
sales promotions will typically outsell rivals having fewer promotions.

6. Sales Promotions (% discount)—Retailers that are offered, say, a 15% discount off regular
wholesale price on units sold during a sales promotion event can be counted on to pass the savings
along to consumers in the form of corresponding sale prices of 15% off the regular retail price. In
the camera business, just as in most other businesses, bigger sales price discounts attract more
buyers than smaller price discounts. Thus promotional campaigns involving sale prices of 15% to
20% off the regular price have substantially greater sales-enhancing impact than promotions
offering only 5 or 10% discounts, even if a company holds more sales with such small discounts. In
other words, the size of the discounts off regular price a company offers during sales promotion
events is a very crucial factor in determining the sales-enhancing impact of its promotional
campaigns, more so than the number of promotional events. So long as all other competition-
related factors are, on balance, close to equal among the rivals in a region, companies
offering bigger sales promotion discounts gain a sales-enhancing competitive edge over
rivals offering smaller discounts.

7. Retailer Support Budget—Support for regional retailers involves providing retailers with in-store
signs, up-to-date product-information brochures, and engaging video-enabled point-of-purchase
(POP) displays that showcase uses of the company’s camera models and accessories. A portion of
the retailer support budget is also used to support the trips of company marketing personnel to visit
the stores of high-volume retailers and work with store managers/clerks in expanding/improving the
footprint of the company’s POP displays. Companies providing greater retailer support gain a
competitive edge in attracting retailers to stock their brand compared to companies
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providing lesser amounts of retailer support—the bigger a company’s retailer network in a
region, the stronger is its brand exposure to camera shoppers and the better chance it has to win
sales and market share.

—The level of expenditures for website displays and information
is a proxy for the time, effort, and creativity that a company puts into (1) posting periodically
refreshed and visually appealing displays of its various camera models, along with ample and
useful information about each model’s features, capabilities, and specifications, (2) providing site
visitors with the capability to create side-by-side model comparisons, (3) enabling site visitors to
post their reviews of particular models, and (4) providing good after-the-sale product support to
customers. Many potential buyers make a point of visiting the company’s website to gather
information about the company’s models and research how the features, capabilities, and
specifications of its models compare against those of rival brands. The product displays,
informational content, and customer reviews at each company’s website, along with the website’s
visual appeal and functionality, is thus an important element in prompting buyers to visit a nearby
retailer of the company’s brand, personally inspect the company’s various models, and perhaps
make a purchase. Visits to a company’s website also enable customers to obtain needed after-the-
sale technical support, download apps and software updates for previously-purchased camera
models, browse product manuals, discover how to file a warranty claim, and use the chat function to
pose questions to online personnel.

—A company’s sales and market share in a geographic region are strongly
influenced by the number and type of retailers (multi-store chains, online electronics retailers, and
local retail shops) it can convince to stock its brand and display its models. In general, having more
of each type of retailer selling the company’s brand is better than having fewer retailers because of
the added display exposure and the added convenience to camera buyers of being able to buy a
given brand at more locations. In the last two months of each year, camera retailers decide
whether to stick with the camera brands they are currently stocking or whether to make some
adjustments based on five considerations: (1) which camera brands in their region are growing in
popularity and declining in popularity among buyers (as measured by changes in each company’s
market share in the region), (2) each camera maker's P/Q ratings for its line of action cameras
relative to the industry average, (3) the number of week-long sales promotion campaigns each
company undertook relative to the regional average, (4) the size of the promotional discount each
company offered during these weekly sales promotions as compared to the regional average, and
(5) each company’s expenditures to support the merchandising efforts of camera retailers in the
region as compared to the regional average.

—Camera buyers, of course, find longer warranties more appealing than shorter
warranties. To the extent that all other competitive factors are, on balance, roughly equal, a
company with longer warranties will typically attract more camera shoppers to purchase its brand
than a company with shorter warranties.

—The “image rating” for each company in the industry that is
based on its P/Q rating for action-capture cameras, its P/Q rating for UAV drones, its global market
share of action camera sales, its global market share of UAV drone sales, and its actions to display
corporate citizenship and conduct operations in a socially responsible manner over the past 4-5
years—a total of 5 factors. All companies had an overall worldwide image rating of 70 at the end of
Year 5. Image ratings/brand reputations are updated at the end of each year, using the existing
P/Q ratings, year-end global market shares, and information relating to the social responsibility
efforts of rival companies. Newly-released brand image ratings are widely-publicized and become
quickly known to buyers considering the purchase of action cameras and UAV drones.

Market research confirms that the prior-year company image ratings (brand reputations) of rival
companies have a moderately strong influence on the brand choices of camera buyers in the
upcoming twelve months. Thus, companies with prior-year image ratings above the industry
average have a meaningful edge over rivals with below-average image ratings in attracting camera
buyers to purchase their brand and in recruiting additional retailers to stock and merchandise their
camera models for a period of 1 year (at which time new end-of-year company image ratings/brand
reputations are released). The importance of a strong brand reputation in attracting camera buyers
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is big enough that companies with comparatively weak reputations must exert enough extra effort
on the other 10 competitively relevant factors to boost overall buyer appeal for their brand and
overcome their image/reputation disadvantage. When weak image companies significantly
improve the overall buyer appeal and competitiveness of their camera models from one year to the
next, they can definitely win market share from strong image rivals despite having an image rating
disadvantage. Should companies with once-weak brand reputations continue to improve their
overall image ratings over a period of several years, they can definitely turn the liability of a weak
brand reputation into a strong brand reputation and competitive asset.

The Competitive Factors that Determine UAV Drone Sales and Market Share

Competition among rival makers of UAV drones centers around 9 factors:

—In a given region, charging a price that is above the
industry average puts a company at a price-based competitive disadvantage against rival
companies, whereas charging a price that is below the industry average results in a price-based
competitive advantage over rivals. The bigger the amount that your retail price is above or below
the industry average, the bigger the resulting price-based competitive disadvantage or advantage.

However, any company whose retail price is above the industry average in a region can partially
offset or even totally overcome its price disadvantage when it has a competitive edge over rivals on
some or many other important sales-determining factors—such as a P/Q rating that is above the
industry average P/Q rating, an above-average number of models, longer-than-average warranties,
an above-average number of third-party online retailers, above-average expenditures for search
engine advertising, and a better brand reputation. Price disadvantages become progressively
easier to overcome as a company’s P/Q rating rises further above the industry average. P/Q
ratings that are 1-2 stars (or more) above the industry average can command prices hundreds of
dollars above the industry average because a sizable fraction of the commercial enterprises that
purchase UAV drones place a high value on the added performance of drones with P/Q ratings of 7
stars and higher—perhaps as many as 5% of the world’s drone buyers can be enticed to pay prices
perhaps as high as $2,000-$2,500 for UAV drones with 9-star or 10-star P/Q ratings. But the
further a company's price to retailers is above the industry average in a region, the harder it is for a
company to use enticements other than higher P/Q ratings to overcome rising buyer resistance to
higher retail prices for its drone models. Likewise, the further a company’s price is below the
industry average in a geographic region, the easier it becomes to offset any competitive
disadvantages relating to lower P/Q ratings, shorter warranties, fewer models, and so on.

One other price-related factor also has to be taken into account. The purchasers of drones in
Latin America and the Asia-Pacific regions are more sensitive to price differences than are
drone purchasers in North America and Europe-Africa. In other words, when the drone
offerings of competing companies entail only minor differences in P/Q ratings (and other factors that
shape buyers’ brand preferences), then price differences will have a bigger impact on unit sales and
market share in Latin America and the Asia-Pacific than in North America and Europe-Africa.

—The vast majority of drone shoppers consider the widely-available and much-
publicized annual P/Q ratings compiled by the Global Alliance for Safe and Responsible Use of
Commercial Drones to be a trusted measure of the performance and quality of competing brands of
drones. Market research indicates buyers worldwide consider the P/Q ratings of competing drone
brands to be one of the two most important factors (along with price) in shaping their choice of
which brand to purchase. A company whose drones have a P/Q rating above the industry average
thus has an important competitive advantage over rivals, whereas a below-average P/Q rating
constitutes an important competitive disadvantage. P/Q ratings that are more than 1 star above or
below the industry average result in particularly strong competitive advantages or disadvantages.
The competitive advantage that attaches to an above-average P/Q rating can make a company’s
drone brand even more appealing to buyers (and thus translate into even bigger sales volume and
market share) if it is supplemented by charging an attractively small price premium for the added
performance-quality, by also offering a longer-than-average warranty and/or an above-average
number of models to choose from, and so on. Likewise, a company selling drones with an above-
average P/Q rating can erode its performance-quality advantage by charging a price that buyers
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consider “unreasonably high” for the added performance and quality or by weakening the
competitiveness of its product offering with other subpar characteristics (a short warranty or a weak
brand reputation or an unappealing website) that undercut the P/Q rating advantage.

Market research further reveals that when two brands of drones have slightly different prices and
P/Q ratings (and all other buyer considerations are, on balance, an even tradeoff between the two
brands), then a bigger percentage of buyers in North America and Europe-Africa will
purchase the brand with the higher P/Q rating while a bigger percentage of buyers in Latin
America and the Asia-Pacific will purchase the cheaper-priced brand.

3. Number of Models—An above-average number of models enhances a company’s competitiveness
in the marketplace by giving drone buyers wider product selection and thus more opportunity to find
a model with the features and specifications that best matches how they plan to use the drone.
Companies with a below-average number of models risk losing sales and market share to
competitors offering greater selection, unless they offset their narrower selection with other
appealing competitive attributes (a lower price, a higher P/Q rating, a longer warranty, etc.).

4. Retailer Recruitment / Support Budget—This expenditure covers the costs of calling on
prospective online retailers to (1) personally communicate the expected rapid growth of the UAV
drone market, the advantages of a company’s drone models, and the R&D effort the company is
making to improve future models of its drones, (2) build a relationship with these prospects via a
face-to-face visit, and (3) explain the kinds and amount of merchandising support the company
provides. Retailer support includes providing periodically-refreshed pictures of the company’s
various drone models, supplying comprehensive and up-to-date information about each model, and
engaging in collaborative efforts to service buyer requests for various kinds of after-the-sale product
support (filing warranty claims, downloading product manuals, obtaining software updates and
useful apps, and so on).

5. Discount Offered to 3"“-Party Online Retailers—While exerting efforts to recruit third-party
retailers and support their efforts to merchandise the company’s drone models is important, the
crucial inducement to securing the commitment of 3“-party online retailers to market a
company’s drones is the size of the percentage discount off the price that a drone-maker is
selling drone models at its website. Understandably, third-party online retailers have zero
interest in buying a drone-maker's models at the same price the drone-maker is charging at its
website, then marking the purchase price up by some percentage (10% or more to cover their own
costs and allow for an attractive profit) and trying to secure orders at prices above a drone maker’s
website prices. Hence, a drone-maker wanting to gain wider buyer access and additional sales
volume through 3“-party online retailers can do so only by offering to sell its drones to these online
retailers at an attractively large percentage discount off its own website price. The bigger the
percentage discount offered, the greater the interest of 3“-party retailers in stocking and
merchandising a drone-maker’s brand. But, as should be expected, the bigger the amount by which
a drone-maker’s percentage discount offer exceeds the industry regional average, the b