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Mike Gannaway - VF Corporation - VP - VF Direct & Customer Teams  
 
Good morning everyone. I'm Mike Gannaway, and I have the privilege of sharing with you our direct to consumer business in a bit more 
detail and our five-year plan. And I also just want to comment a little bit about that video. Project Digital Excellence, I'm going to talk 
about more later but it really is a key enabler that will help us win in the digital space and an example of how the B2C platform is 
leveraged across brands and across geographies. 
 
In 2006, we first declared a strategy of building direct to consumer. In our previous 100 years of history, we never talked about that. It 
was new for us. I'm proud to say that six years later, in 2012, we delivered $2.3 billion in sales in direct to consumer. That was 21% of 
revenue. Our plan is to build that direct to consumer business to $4.4 billion. That's a 14% CAGR and will represent 25% of VF's 
business. 
 
Certainly, it's a strong plan but is one where we're comfortable with because these are the kind of growth rates we've experienced in the 
past five years. And we've added capabilities I'm going to share with you that help us feel confident we can deliver the same kind of 
trends in the years going forward. 
 
From a geographic standpoint, we'll see double digit growth across regions; a strong 12% growth in the most mature market, North 
America; 15% growth in Asia. And remember, owned stores are just a component of the China strategy, which is very heavily a partner 
store strategy, and very strong growth in Europe as our stores and our online sites begin to mature. 
 
From a channel standpoint, we're focused most of our energy on full priced channels. During 2012, full price represented 62% of our 
direct to consumer business, 51% was in stores, 11% was in e-commerce. We'll continue that focus on full price stores. And as we look 
at 2017, we'll have about 69% of our total business done in full priced channels, full price stores maintaining that 51%, 52%. And the 
big move and the big change is in e-commerce, which we expect to grow 25% CAGR. 
 
And just a comment on e-commerce because, one, it's our fastest-growing channel; and two, it is our most profitable channel. I want to 
put a little bit into context about where we are today and where we see it going. 
 
At VF, we were late to the party relative to launching e-commerce. It wasn't until 2008 that we really started to focus on it, first in North 
America. And I'm excited to say that with the launch of jansport.com just last week, we now have all of our major brands in North 
America with live e-commerce sites. 
 
We started focusing on e-commerce in Europe a couple of years ago. We are still immature. In fact, our Vans business across Europe 
has not yet been annualized. In Timberland, we have a site only at the UK. We still have Europe to expand to. And Wrangler and Lee 
are waiting in the wings in terms of their chance to launch (inaudible), so very, very big opportunity in the e-commerce in Europe. Our 
guys have done a good job to date. We've made good progress, but tons and tons of opportunity. 
 
In Asia, we've just begun. In China, we have The North Face, we have Vans and we have Timberland up on sites with Tmall. So again, 
just starting, tons and tons and tons of opportunity. And our plan is to triple our business to get to $750 million. Again, that's a 25% 
CAGR. I will also say that there's so much moving in the e-commerce space, there's so much activity and there's benchmarking that we 
did that has indicated perhaps there's even upside against that kind of a number. 
 
Now, I talked a lot about commerce and I'll get back to commerce. But I also want to talk about B2C in context. The growth driver within 
VF is called serve consumers directly. It's about creating connections between our brands and our consumers, connections including 
those in our stores, full-price, those in our outlet stores, those in e-commerce but also all of the tools in the digital connections. 
 
Again, at the end of the day, at VF, we're different when we think, because we don't think of ourselves as retailers or we don't think of 
ourselves as just retailers. We think of ourselves as brand builders who use direct to consumer stores, online sites as well as all the 
digital tools to connect directly with our consumers to build relationships, to build loyalty and ultimately, to increase the value of that 
customer and brand over the lifetime of that individual. 
 
It's a subtle difference. Thinking of ourselves as brand builders as opposed to retailers is subtle, but it's significant in driving decisions 
we make and investments that we make. We're about connecting with consumers, utilizing B2C tools. 
 
So let's talk about our three growth strategies -- continuously driving comp store growth, accelerating e-commerce and opening the 
right new stores and the right brands and the right geography to fill out our footprint. 
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Now, these strategies may look familiar to you. They are the same strategies we use and talked about two years ago. And the same 
strategies we've talked about two years prior to that. They are the fundamental strategies of direct to consumer growth. We maintain 
our focus on these and our focus on increasing our capabilities and focus to execute. 
 
First, perhaps the least sexy and least inspiring of them but certainly the most important is driving continuous comp store growth. When 
we say continuous, we mean year after year after year after year. It is the lifeblood of B2C profitability, and productivity. And it's the 
basis around which the rest of the strategy grows. 
 
We have a relentless focus at VF around driving comp store growth and unwavering focus on the key performance indicators that drive 
that growth. And these KPA indicators are important to every store manager we have up to the organization, to the CEO. We stay 
focused on them. We measure and we drive strategies against driving traffic. We drive activities around and measure our performance 
against increasing conversion rates. We build strategies and measure our performance around building basket size and the tools to 
help do that. 
 
Yes, it's about the brands, but it's also about building strategies and processes to continuously improve our performance against these 
KPIs. Again, unwavering focus against them as the most important element in our direct to consumer strategy. 
 
Second, a strategy is to accelerate e-commerce. I talked about the numbers. I want to talk a little bit more about it in detail and give you 
some ideas about Digital Excellence, which is what my colleagues began to talk about originally. 
 
I mentioned we are immature in the e-commerce and thus immature in some of our digital capability. We asked ourselves over the year 
what would it take. What would it take for VF to leapfrog to leadership in e-commerce and in the digital space? And then we asked 
ourselves that question, and we said an answer to that might be fruitful because again, this is our most profitable category of business. 
Growth here is tremendously accretive. 
 
So what we did answering that question, we took a small group of individuals across functions and across brands and dedicated them 
to answering this question. We went outside because we quickly discovered there's no single playbook that has yet been established. 
There's no single answer to how to get in the act of winning in the digital space. But there are answers all over the place, so we went to 
look for them. 
 
We talked to agencies. We talked with consultants, we talked with the industry. We went to Google. We went to eBay. We talked to 
other retailers about how they were thinking about the digital space. And the goal was how will we make a playbook to help VF win? 
 
From that work, we've created a vision for ourselves, a digital vision. Through benchmarking, we defined the size of the prize. How big 
should the VF brands be in e-commerce? How big can they be by region? We socialize our thinking and interacted with our brands to 
make sure we had brand input and brand buy in to the notion of how are we approaching this. 
 
Next, we defined and looked all around to say, "What are the functions that define the digital space? What are the activities that define 
the digital space?" We defined 75 of them, 75 individual activities that define the space. We organized them around six categories. We 
put our head around it but the key is the 75 functions. 
 
We then looked in the industry and talked to experts about what are the best tools and capabilities existing within those 75 functions by 
which we could identify. And that became a body of work, which is the first input of the Digital Excellence, which is here is what winning 
looks like in 75 functions. And this winning in each of these functions drives not only consumer connections but results. 
 
The next thing we did, and we just finished this recently, is we asked the brands to self-assess themselves against excellence in each 
one of these 75 functions. The answer to the question is are you doing it, yes or no? Are you doing this well, yes or no? Which partner 
are you doing it with? And we've ended up with quite literally a map by brand of where we stand against world class. 
 
And the summary points, which is the [sum of 75] include things like, say, processing, the customer experience, marketing, social, 
fulfillment, customer service, usability and, finally, omni channel. So at the outer rim on these graphs, and these happen to be examples 
from Vans and Timberland, the outer rim is world class by our definition in terms of performance. The inner rim is our own brands' self-
assessment as to where they are relative to that standard. The beauty of this as we see it is that not only is it clear we have tremendous 
opportunity across our brands, more importantly it's clear what we have to do. 
 
So our brands are now, as we're speaking, beginning to build road maps, prioritizing -- they'll look different by brand because we have 
different target segments, we have different priorities. But each of our brands is in the process of building a road map, bringing them to 
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their state of excellence. And we'll measure on a quarterly basis how we're doing against this. And obviously, we measure our results 
from a financial standpoint daily and weekly. 
 
So this is tremendous opportunity for us, big opportunity. And most importantly is in the space that's kind of crazy and wild as the digital 
space is, we have defined a path of action for our brands. 
 
And just a comment, one of the payoffs is omni-channel. It was mentioned before. Omni-channel is, at the end of the day, kind of the 
payout. It is, in fact, the strategy to have consumers at the center and let consumers touch us in any way and we end up with one view 
of them. It's about inventory anywhere so I can satisfy a consumer from any channel. It's about employee-assisted selling that I can get 
data information about products, about events. It's about a single view of the customer, that we know you when you shop with us in-
store, online and, with your permission, your social behavior. 
 
That leads us to an opportunity to do one-on-one marketing, which ends up building relationships, building loyalty and enhancing the 
value of that lifetime relationship. 
 
Lots of opportunity, we can't wait, we're tremendously excited about the e-commerce opportunity and not only the e-commerce but also 
the digital tools that drive connections and drive future business. 
 
The third strategy in terms of growth is about opening new stores. And all of you know that at VF, you would expect we have rigorous 
standards in terms of financial approvals for our new stores. We don't need to go into that. You can assume what we already have. But 
what I do want to do is talk a little bit about informed site selection. 
 
Here, this is -- Stephen talked about the science of marketing. This is the science of site selection. And it's a tool that we've begun to 
use or are using to build out developed in North America. We're going to begin to use it in Europe, and we'll use it in Asia when the data 
becomes affordable and more meaningful. 
 
But it starts from, as Stephen talked about, it starts from the target consumer. Who is -- each of our brands has a very clear view of their 
target, a very clear view of their segments. That's where we start. You can imagine the difference between the target segments of Vans 
and 7 For All Mankind. Very, very different, that's where we start. They are turned into segments, as Steven said, and there are tools 
out there that tell us where those segments live at the household level. 
 
So that we start from target, moving into segmentation segments, and there are tools there that we use to tell us where that customer 
lives. We add to that a growing database of e-commerce users who have given us their address, so we know exactly where they live. 
And a combination of those things plus others give us a very good indication of where our stores should be and when they're there, how 
much they should be producing. 
 
Now I've oversimplified a very complicated geodemographic kind of activity, but I think you get the message. And a point and -- as an 
example, and we'll use Vans Atlanta. Steve talked a little bit about Vans. Before we actually did this, this is actual behavior, and Vans 
came to the geodemographic group and said, "Gee, that's -- I want get a look at customer segmentation across the US, where do my 
customers live, where is that concentration of my customers, and where should I be prioritizing my next market rollout?" 
 
You can see red is the big indicator of density. Red, orange, yellow. You can see where the maps are, where the marketplaces might 
be, Orange County, Southern California, the Big Orange, various marketplaces that we are either concentrating in or in the future. The 
value of this tells us where we should be prioritizing markets. It also tells us how many stores likely we can have in the marketplace, 
which helps us define how many stores we can have in the market. 
 
Let's go to Atlanta, which was the target site. This is -- this represents our actual e-commerce customers. So as we thought about 
entering this market from a retail standpoint, we already had a large number of e-commerce customers. And you start to notice, you see 
this map, clusters of where they live, which might be an indication perhaps of where we should be putting our stores. 
 
Here, we add to that the segmentation. Where do our targeted customers live? And this is where blue is the strongest, and dark green 
is the second. You start to see there are clear pockets around the Atlanta metro where there are heaviest concentrations of the Vans 
target consumers. Really good indication of where you might be putting stores. 
 
We end up overlaying the two things together plus a few other inputs like adjacencies and competitive set, and we end up with maps 
that show you and begin to cluster target segments of who may or may not be current users and e-commerce customers who are 
current users to help us identify where the stores should be, very clearly the scientific way. 
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Now of course, there is always an art and science. So the art means what corner of the stores -- corner should it be on, the science 
says what neighborhood it should be in. But in the case of Atlanta, we launched the market, exceeding expectations, and this is a skill 
set, as I said earlier, that we're fine-tuning, using across North America, beginning to introduce in Europe. Greatly helps our brands 
make the right decisions relative to stores and store locations. 
 
Talking about stores and store openings. On the screen is the indication or listing of stores by brand for VF. We finished the year at 
1,129 stores across 14 formats, brands and across the globe. Notice that there are only two brands that have more than 101 stores 
globally. It's very clear that if you have less than 101 stores globally, that you've got lots of runway for store openings during this five-
year period and the next five after that without there being cannibalization or being overstored. 
 
It's also true that Vans and Timberland, which are our largest store count -- I wanted to point out just an unusual opportunity that we 
can see and understand. Steve talked about Vans. Vans has a very strong presentation on the West Coast, moved to Texas, Florida, 
just recently opened New York, rumored to move in Boston and Philly down to Washington. And that leaves wide-open space in the 
South and the big markets of the Midwest. Vans has plenty of runway for opening new stores even in its biggest market. 
 
Timberland in US, we've indicated on this slide that we have only 14 full-priced stores in United States with Timberland. Clearly, lots of 
runway to move. 
 
Currently, there are 67% of our stores are in the Americas, 33% out of this country, 23% in Europe, 10% in Asia. Our plan over the next 
five years is to open 640 stores net. That's about 130 -- exactly 130 stores net per year. Now in order to get that 130, we'll probably 
open 150 and close 20 as we continuously freshen up our portfolio of retail stores. And that's a pace not unlike we've been running at 
the last number of years. 
 
Our expectation and our plan is that 65% of the new stores will be outside of North America, 35% of them in Europe, 30% of them in 
Asia as we continue to build out our footprints in those important marketplaces. 
 
So three key strategies that we've been at for a while, that we're adding capability to our own portfolio and that we're getting pretty good 
at. And I just wanted to talk about how we do this, and this has been mentioned a couple of times before. These D2C businesses are 
the brands businesses, they are the execution of the brand strategy, and these businesses' organizations lie inside the brand. 
 
It is -- it allows everybody to have laser-like focus. It's about The North Face. It's about Vans. It's about Timberland. At the same time, 
we have a tremendous opportunity to leverage ourselves, leverage VF where it makes sense. And on the front end, we work hard to 
leverage VF relative to best practices, relative to gaining consumer insights. And on the back end, we obviously leverage for cost and 
for productivity where it makes sense. 
 
We organize ourselves in a council process. We have a D2C council regionally that sets priorities and makes decisions relative to its 
own activities and priorities. We have a council in North America, we have a council in Europe, we're developing a council in Asia, and 
all are tied together by a small group at headquarters that works with all three of them. So clearly, the secret sauce, which is you get -- 
drive brand focus but leverage VF at the same time. 
 
So in summary, I mean, our plan is to grow our business by 14% CAGR to $4.4 billion. We are really, really confident we can deliver 
those results because one, we have powerful brands that we work with, brands frankly, and what Steven said and all have said today, 
that have never been stronger. 
 
We have organizations that are focused like lasers on the three key strategies of driving comp store growth, accelerating e-commerce 
and opening the right stores to fulfill our footprint around the world. And we're also confident because these same kinds of growth rates 
we're looking for in the future, we've done in the past years. And with continued enhancement of capabilities, we're confident we can 
deliver them in the future. Thank you. 
 
(VIDEO PLAYING) 
 


