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Tom Glaser - VF Corporation - VP - Global Operations  
 
Hi, I'm Tom Glaser, President of the Supply Chain. I'll tell a little story about that, the story in Vans. I was with the Operations Director 
that works beneath Peter. And one particular quarter last year, they had a triple-digit increase in revenue and a fantastic bottom line. I 
told them to frame it and put it on the wall because we're probably not going to see that again. That's a pretty amazing story. 
 
So I was going to break my conversation today into two parts. I'm going to give you a little bit of a tour of VF. Part one is just to give you 
a little bit of sense of the size and scale of our business, update you on some of the facts and figures and give you a sense of what we 
deal with every day as a team. 
 
Second part, I'm going to talk through some of the things in our playbook. We have a very thick playbook of things that we work on as a 
team to execute this fantastic growth, but I want to share a few that I think are a little bit different from others. 
 
Let me define what the supply chain is for VF. Many companies define supply chain as basically logistics and distribution. We think of it 
very broadly. So my teams work on demand planning and forecasting, supply planning, where we make the stuff. The raw material 
procurement for both our own internal manufactured things and the things that we source because we generally specify everything from 
zippers to raw materials to the threads that we use. 
 
The manufacturing and or sourcing and what's that made by decision, what's the best place to get our products, the quality control that 
we need to put the right products on the floor, the logistics moves, the distribution centers and finally the customer service. 
 
And around that, we wrap around all the metrics to be able to measure that and to be able to get back to the business, so they can 
make the right decisions for the future. So that's the supply chain definition for VF. 
 
We make a fairly large amount of stuff, 486 million units. That gives us scale all over the world on a number of different product 
categories. Since we've been sitting in this room together, I estimate that we've made about 0.5 million units' worth of items to ship to 
our consumers. 
 
On top of a lot of style -- on top of a lot of units are tremendous amount of style and color, okay? We estimate about 760,000 different 
combinations that we produce every year, and we produce them in many different categories, from chef coats to aprons to workwear, 
socks, tons of shoes, handbags and even a couple of hours from here, we have a domestic plant that makes on-field baseball uniforms. 
 
I believe one of the things that VF does very well compared to our competition is managing this level of complexity, and as we look 
forward in this industry, I see we have to embrace complexity. It's going to be more differentiated consumers wanting differentiated 
products, and we've got to be able to supply that to them. 
 
We also have 29,300 -- actually 29,333 fantastic associates in our supply chain. Check out that smile of one of our workers in the 
Dominican Republic. It gives me a great deal of a -- warms my heart when you see people come to work every day with that level of 
enthusiasm. 
 
We're also very different from many of our peer group companies. One of the things that makes us different is the fact that we make a 
fairly large amount of our own stuff. We have 32 manufacturing plants throughout the world -- Mexico, Honduras, Nicaragua, the 
Dominican Republic, Argentina, Turkey and Egypt making workwear, making footwear, making Jeanswear, and we think this is a really 
big differentiator for us. 
 
We estimate about 30% of our products are made internally, 70% we source. But the big advantage here for us is a couple of things. 
One, we make our own things, we generally -- when we make them, we make them in a lower price than we can source them for. 
Generally, when we make our own things, we make it faster than our competition. So it allows us to give better inventory service, better 
read and react capabilities for our consumers. 
 
And finally, because we know how to make our own stuff, we have this capability. We call it hard skills. We know how to engineer 
products and engineer plants and build plants. We know how to make our own things, and we -- when we apply those capabilities to 
when we do choose to source, it gives us a great advantage because we know all the components of how things are made. 
 
In our sourced environment, we operate about 40 countries throughout the world, over $3 billion at FOB at first cost. Again, very great 
scale. And we estimate we work with about 2,000 different factories on any given day. So that's a little bit about the complexity. 
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So more facts around our manufacturing capability. We're the world's largest jeans manufacturer. We're the largest producer of 
garments in Central America. And with the addition of Timberland into the fold, we're one of the largest footwear producers in the 
Caribbean. 
 
So more facts for you. We buy about 600 million yards of fabric per year. That's enough to wrap around on the equator 13x. 370 million 
zippers means we've zipped up about every American every year. We also have quite a few distribution centers, 32 throughout the 
world. They're well positioned to be able to support all of our various businesses. 
 
In the last year -- this year, we'll actually bring three new distribution centers online, one in Hackleburg, Alabama. I don't know if you 
recall, a couple of years ago, VF lost a -- tragically lost a distribution center in Alabama. And we're really pleased and proud that we're 
able to rebuild that plant in that small town, and we're thrilled. It's a brand-new facility, should last us for years, and it's terrific. 
 
In addition to support our international businesses, we're bringing on a new distribution center. It started actually last week in Belgium 
for our North Face business predominantly in Europe. And we're beginning to ship merchandise and touch wood. If you're in my 
business, distribution centers are hard to open. It's working fine. 
 
And in the third quarter of this year, we're open up -- opening up a new distribution center just out of Shanghai, China to support Aidan's 
business. Again, a great enabler for business to give us better capability to service our customers. 
 
We also ship about 68 containers, 40 footers per year -- per day, I'm sorry, which means that over the last few hours, we've shipped 
about 12 containers' worth of items that are coming back either to the US or Europe or inter-Asia. 
 
We also manage a tremendous amount of data and orders. We estimate that we manage about 38,000 replenishment orders every day 
that come into our system, which is about 14 million per year. In any given point in time, the VF systems are managing 750 terabytes' 
worth of data, which is 95x greater than the printed material in the Library of Congress. And even though we have all this data and you 
guys are sending plenty of e-mails today, we are not tracking your e-mails. 
 
Okay, that's a little bit of the facts and figures around our supply chain. But what I thought I would share with you are some of the things 
that we do well that create competitive advantage for us. 
 
And I'll go through this specifically, but their global balance; our manufacturing; again, hard skills, what we call the third way, which is I 
think a relatively unique way of how we deal in the sourced environment; our ability to integrate acquisitions, very critical for us; and our 
planning and operations capability. 
 
We believe that these five things plus our entire playbook give VF great advantage in gross margin, in service and in inventory 
management to control. 
 
So let me move on to global balance. One of the things you'll notice here if you're sort of a student of the industry, which I am, and I 
track trade figures monthly, is that VF marries a very different from our competition. Most of our competition sources in China as we do. 
We produce about 21% of our units in China every year. The industry produces over 40%. For Japan, it's much higher than that. For 
Europe, it's higher than 40% -- it's actually higher than 40% for Europe. 
 
We think this positions us very well relative to our competition. You can see for -- in Mexico, 22% of our units are produced in Mexico, 
primarily in our own facilities, but we also source in Mexico. And overall, VF makes about 40% of its goods in the Americas, while our 
competitive peer group companies produce about 20%. 
 
I think that gives us advantage in two ways, okay? One is -- actually, I would say three ways because I think our manufacturing is 
competitively advantaged on cost. Obviously, it's competitively advantaged on speed. But also, it gives us an advantage on positioning 
relative to China. That disciplined for us as we -- as being disciplined about where we make our goods has served us well. 
 
So let me just take an intermission here because I know you guys, if you're tracking on your seat, talk a lot about China as we do, too. 
And China, again, has about 42% market share to the US, a little more for Europe. 
 
We are anticipating that costs in China are going to go up disproportionate to the rest of the industry. We think -- we don't know when 
that will totally occur. It's occurring today. They're still holding onto market share, but we anticipate over time that their market share will 
go down, that companies like ours will reposition themselves out of China. Over a period of time, China is still a fantastic place to make 
goods. But there's no other China other than China. So it's going to be a repositioning that occurs over the next few years, and I think 
again, we're well positioned to make that happen. 
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In our industry, we do believe that there'll be a little bit more inflation than we have seen somewhat in the past. We had a very high 
deflationary period. We had the period of the cotton crisis, which drove up a lot of inflation. We -- since right now are seeing prices 
pretty flat, but we're anticipating in our modeling to see low single-digit inflation go forward, predominantly driven by China who's now 
exporting inflation. So that's a little bit on China. 
 
Again, I talked about hard skills and our ability to manufacture products. We manufacture a tremendous amount of Jeanswear today 
and workwear products in our own facilities. One of our strategies over the last few years has to take our lifestyle brands and put them 
into our own factories. And we just started to make The North Face in Honduras at the end of last year. We're thrilled about the 
progress we're making there and look to be able to expand it. Again, better costs and better speed. 
 
We're very pleased with the Dominican Republic factory that was part of the Timberland acquisition, sort of a gift with purchase there. 
We think it's a great facility. We look to double the size of that plant over the next four, five years. In fact, we just invested -- see that 
picture of a robot there? We just invested in robotics for that particular facility, which should give us better quality and better 
productivity. 
 
I think a really great case study is Susan's business where we took a lifestyle brand, very fashion-forward, and figured out what could 
the supply chain do to support that business. And one of the things we decided to do was internalize our own production, which is very 
unique in that particular business, so I think every other brand is fundamentally sourced. 
 
So we brought in a manufacturing team. We now produce -- we do most of the cutting in-house. We do a fair amount of the other 
activities around manufacture. We choose not to make 100% because it's a very variable business, so the key for us is to be able to 
understand to produce a base level. 
 
That gives us better cost, okay, and in this particular case, the whole supply chain playbook applied to the 7 For All Mankind business 
enabled us to get $11 million out of the business. Sort of we started to work together. But also gives us the visibility to what the other 
people's cost in that marketplace are because if you know what the workers are making and you know what the YPD, which is the 
amount of yards it is to make a jean, and we know all the trim card, we know the full bill of materials, clearly, we have the real 
advantage of understanding that cost, and that helps us work with our partner factories. 
 
At the same point in time, we're able to prove the quality and the fit. And probably the most important for Susan's business, that we are 
able to make it faster. It's a very fast business. Today, we're able to go from sort of a flatfooted start. This is kind of where we want to 
putting goods on the store shelf in about 35 days, and we think there's even opportunity to improve on that over time. 
 
It's a big challenge for an organization to shift its mentality to be speed-driven, but we're really confident we can make improvements 
there. That's actually a picture of Barry, who's the President of seven, with the factory that we have in L.A. right behind him. 
 
One of the other key ideas that we've been working on for a number of years, and some of you may have heard me talk about this in 
the past, is what we call the third way. So let me to -- quickly describe that for you. I'm going to kick it over through a video and let you -
- give you some more explanation. 
 
So the first way is -- what we've done for many years is our own internal manufacturing. We've done it for over 110 years, we've done a 
lot of, again, Jeanswear and workwear, and we're expanding that into our lifestyle business, okay? 
 
The second way was how I really entered the business, which was then a transactional-sourced environment, where you put together a 
PDF package -- PDM package, you go over to Asia, you'd work with a series of factories, you get a counter sample and you book the 
goods. More of a buy-sell relationship. 
 
What we're working towards is what we call the third way. What sits in the middle there? How can we use our manufacturing 
capabilities on one side, and how do we maintain the flexibility of sourcing on the other, and marry them -- marry the two together. And 
we -- again, we have a full array of things that we're doing. 
 
We have a light version of this, we have a medium version of this, and a heavy version of this. The light version is more of just an 
engineering with a factory and production planning, which is actually a capability that Asia needs to improve on. And the heavy version 
is an actual purpose-built factory for VF where we produce our own merchandise. 
 
So let me -- rather than go further than this, let me just kick off the video, and my team will explain a little bit more about what the third 
way is about. 
 
(VIDEO PLAYING) 
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I can't think of another lifestyle apparel company that can do what we do around these ideas of a 3rd way and what an advantage it 
could create for us. 
 
I'm going to give you another case study. This is actually a mockup of a factory that is currently, from a green grass factory currently 
being built for VF, in partnership with our engineers and our sustainability teams actually in Bangladesh to allow us to begin this year 
making a few million units of Jeanswear and an end state, in a few, years go up to 9.5 million units. 
 
Our team helped design the building. It'll be designed to our specifications and I think it'll be a great example of how we can take the 
best of both worlds from the source environment, working with partners and our own capabilities as a manufacturing company. 
 
Maybe I'll just take a minute here and talk about Bangladesh. It's been in the news of late, and not directly related to our product, but it's 
been a tragic situation in some of those factories. We are going back as a company. We've always had very rigorous standards around 
how -- what our plants are like and what are the social environment is in the plants. 
 
We're going back and revisiting all of our strategies. We're going back and revisiting the engineering. We're back and revisiting the 
physical plants. It'll take us a little while to do that but, we do want to make sure that we're safe and secure and we're also working with 
various industry groups to do the same thing. 
 
Another case study is Timberland and has been a fantastic acquisition for VF. It's been a lot of fun. It was our biggest acquisition. 
 
I was engaged along with my team and how to make that work within VF. So one of the things we immediately did was sat down as a 
group, the Timberland team and the VF team, and we decided what talents we needed to do, what capabilities did we want to bring 
together. 
 
One of the things that we did is we embedded some of our key talent into the Timberland machine. It's not that their talent wasn't great, 
but we do want to kind of run as a company and run the same way. 
 
So we began to harmonize our operations process, how looked at inventory, how we looked at gross margins. We also added 
manufacturing executives to their facility in the Dominican Republic. Okay. And then we connected those teams together, we set 
common goals. 
 
In the case of, actually, footwear, I don't know if this is the term, and I'll call it reverse integration. In Asia, Timberland had a much 
bigger footwear business than we did, so we bolted onto their machine. We started to use a lot of their particular factories, we've started 
to use their processes. And so we had a kind of a win-win. We helped them on one end, and they helped VF on the other end. I think 
that's when it really works well when you can do that. And the results have been pretty good, okay? 
 
On the apparel side, which is clearly a capability of VF, we were able to bring that in from a third party agent. We were able to bring 
back apparel business into our facility, and we are able to save 10%. We're able to improve our service and improve the quality by 
applying our operations to playbook, we are able to take inventories down 30% and, actually, from the base year to the next year we've 
saved $7 million in airfreight, which is a nice number. 
 
Overall, we looked at leverage at every possible focus, okay? What we need to do on raw materials, what do we need to do about 
people, what do we need to do about building assets and we're able to take $30 million out of the Timberland supply chain. 
 
On top of that though, okay, because they did some things much better than us, we were actually able to take $10 million out of the VF 
supply chain in the learning's that we applied from Timberland. And finally, I mentioned earlier, we're excited about expanding the 
Dominican Republic factory from about 2.5 million units to five million units over the course of the next few years. 
 
My final plank or my final item where I think VF does very well, it might be at times seem like the boring stuff, okay, but it's this 
operation's rigor. I think great companies are very, very focused on what they measure, what they get done, holding people 
accountable and VF does a very strong job on this from the cash perspective, we focused on inventories, we focused on the stress. 
From a cost perspective, we look at our operational cost with great rigor. We're obviously very focused on our gross margins and from 
service, we strive to have the best customer service in the business in full and on time. 
 
From the perspective of how this particular plank particularly worked, I'm going to use the example of Vans where Peter and [Yan] 
came in. It was nothing really particularly special that was done there other than getting together, working together, putting the playbook 
together, commuting it back to the Asia teams and then executing it, and having that level of growth. 
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So I can't underestimate how particularly important this is. And we're continuing to double down on this. We're trying to improve our 
processes. We're launching more capability around sales and operations planning as we go forward. That's one of the key things that 
I'm working on. 
 
So in summary, okay, if I can leave the words that we have unparalleled competitive advantage compared to many of our peer group 
companies. 
 
Our ability to manage complexity and in the world that is going to get more complex that we've proven it in the past, I'm very confident 
we can even do better in the future. 
 
Our global balance really helps us maintain our risk, again much better but some of our peer group companies. And I think talking about 
China limits our risk in China. Our hard skills allows us to get -- being able to be a manufacturing allows us to get lower cost and faster 
speed to market. 
 
And finally, our focus on operational excellence has continued to maintain very low inventories overall and high levels of service. And 
finally, I'd say our last really big secret weapon here is I'm proud to work with 29,000 very talented people, everyone from operations 
managers again to people who work in our facilities, to people work in our distribution centers. So thank you for your time today. I hope 
the tool was beneficial to you. 
 
 


