



THE NORTH FACE



Executive Summary


The following report details the underpinning contemporary elements and issues in e-business and their application to The North Face operating within the apparel and outdoor retail sector. Books, journals, conference proceedings and news article are referenced to critically assess current and emerging opportunities surrounding e-business systems and models.

Operating within the e-shop and e-procurement models, the review finds that The North Face have experienced several pitfalls of e-business strategy including; non-integrable systems, high costs and the bullwhip effect and their response to said challenges. Also noted are the emergent technologies which apply to the industry and TNF’s competitors including; AI, RFID, AR and wearables which could assist the formation of competitive advantage moving forward.

Due to the emergent nature of technological advances, the report only includes technologies which are available and applicable at present, disregarding speculation of potential technologies. A plethora of resources detailing possible technological changes and a restrictive word count mean that the report only accredits several systems. To enhance the readers experience, further reading apropos internal infrastructural systems may compliment understanding.
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1.1. [bookmark: _Toc8303261]e-Business.

Chaffey (2015, p.15) states e-business concerns ‘how businesses apply digital technology and media to improve the competitiveness of their organisation.’ Achieving this requires digital transformation defined as ‘applying technology to help change…processes to add value to the business and its customers’. Trepper (2000, p.29) distinguishes e-commerce as a subset of e-business which focuses upon digital sales of services and goods. Swiss researchers Jelassi and Enders (2008, p.4) further this point suggesting e-commerce encompasses all ‘trading steps such as online marketing, online ordering, e-payment and, for digital goods, online distribution’. 

The late 1950’s mainframe era saw the introduction of computers to simplify business calculations which has since been revolutionised into today’s advanced, and costly networking and infrastructure solutions to obtain competitive advantage (Bourgeois, 2014, p.31). These systems underpin various e-business models and strategies integral to modern digital business.  

59% of small to medium businesses cite ‘the need to improve the integration of data between different business processes’ with 44% relying on disparate systems to collate company information (Burnson, 2017). Therefore, successful application of various e-business systems can harmonise and automate both internal and external operations, vastly improving efficiency. The following report seeks to address the systems currently utilised by and available to TNF and how they benefit and hinder company procedures. 

1.2. [bookmark: _Toc8303262]The North Face.

The North Face was founded in 1966 by two hiking enthusiasts, ‘ironically’ in San Francisco’s North Beach neighbourhood (The North Face, 2019a). Headquartered in Alameda, California and wholly a subsidiary of VF corporation, their mission is to ‘provide the best gear for our athletes and the modern-day explorer, support the preservation of the outdoors, and inspire a global movement of exploration’ (Traynor, 2019). The brand ‘delivers an extensive line of performance apparel, equipment and footwear’ with unparalleled design quality, predominantly through B2B and B2C channels (The North Face, 2019b). 

TNF’s parent company VF Corp boasts an impressive brand portfolio encompassing; Timberland, Vans, Dickies, Eastpak, Napapijri and more.  TNF’s 2018 fiscal year end shows 14% revenue growth (Board Sport Source, 2019), with a 37%, leading U.S. market share of outdoor apparel and equipment retail (Marketing Strategy, 2019). Parent company VF corporation recently invested $1million deploying PlumRiver LLC’s e-commerce technology to standardise and centralise e-business systems for all eight of their brands (Tepper, 2016).  The large investment accentuates the significance of cohesion across fragmented business subsidiaries which will be assessed in depth throughout the report.
2.0. [bookmark: _Toc8303263]Main Findings.

2.1. [bookmark: _Toc8303264]Contemporary Themes in e-Business.

Technological advancements in the realm of e-business have paved the way for the digital era. Sell-side, this is evident through analysis of e-commerce growth where online retail attenuates physical store transactions. In 2014, global e-commerce sales reached $1.34 trillion USD which more than doubled to $2.84 trillion in 2018. Forecasts predict a 19% annual upward trend (Statista, 2019a), with physical retail sales forecast to decline 10.1% between 2015 and 2021. This manifests a digital shift in consumerism which can be attributed as the causational demise of high-street retailing (Statista, 2019b). 

Changing technology and consumption trends necessitates an adaptation of internal processes to meet demand. Subsequently, a range of models arose to seamlessly integrate these systems into organisations. Timmers (1998) defines eleven classifications of e-business models; e-shop, e-procurement, e-mall, e-auction, third party marketplaces, virtual communities, value chain service providers, value chain integrators, collaboration platforms, information brokerage and trust providers. 

‘Firms need to have creativity and innovation at the heart of their organisational culture that helps create a constant stream of new knowledge, disseminates that knowledge throughout the organisation and uses it to create new and differentiated products that add value for customers’ (Combe, 2006, p.184).
A predominant theme across digitized business models is establishing the role these electronic systems will play. Osterwalder and Pigneur (2002) devised the e-business logic triangle displaying the business model as an architectural link between strategy and process.
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Modern adaptations of technologies which surfaced circa 1990 allow for increased automation of business operations through business process reengineering. Enterprise resource planning (ERP) systems attempt ‘to integrate all departments and functions across a company into a single computer system’ aiming to enhance ‘organizational performance through providing end-to-end connectivity’ (Somers and Nelson, 2001). However, it is noted that companies have squandered remarkable sums due to ‘inadequate planning prior to installation’ (Chen, 2001). An example of this is the NHS £11bn patient record system investment failure which was subsequently aborted (Wright, 2011).

To supplement the cohesive infrastructure and ecosystem that ERP and EAI (enterprise application integration) networks provide, numerous complimentary systems exist to further mechanise business processes. One area global companies seek to streamline is their supply chain. Supply chain management (SCM) is ‘the management of material and information flows both in and between facilities, such as vendors, manufacturing and assembly plants and distribution centers’ (Thomas and Griffin, 1996). Disparity between upstream; supply, and downstream; distribution segments of the supply chain, coupled with variances in demand can facilitate what is known as the bullwhip effect, which can facilitate raised inventory holding costs or stock shortages (Mentzer et al., 2001). IBM (2019) suggest that 77% of companies using predictive analytics alone experience high discount and stock shortage rates. Their Blockchain Watson Supply Chain software can; streamline processes, optimise costs, increase inventory and assist demand forecasting to boost order fulfilment.

Management information systems also encompass customer relationship management. Electronic CRM software uses ‘IT to reach and serve the desirable customers’ (Fjermestad and Robertson Jr, 2015, p.9). Data mining and automation software allow the assessment of search trends to focus advertising expenditure and capture value from existing customers. With a plethora of systems available, it is unsurprising that numerous issues and considerations arise. A key consideration is legislation and security which surrounds capturing and handling consumer information. The most common form of capturing data is website cookies which are converted into algorithmic trends as the basis of targeted advertising and promotion. Recent changes to EU law ‘requires website operators…to obtain internet users’ consent to the use of cookies’ which can prohibit the implementation of such systems if unauthorised (Out-law, 2019). Once obtained, companies must also adhere to strict data privacy regulations such as the UK Data Protection Act 2018 which renders the organisation responsible for losses (Gov.uk, 2018).

Harmon et al. (2001, p.19) suggest ‘every major company that wants to survive…has got to convert itself into an e-business company’, foregrounding the significance of e-business systems in the modern environment. However, ‘poor management of technology has led to many firms operating a mix of disparate systems’ which are ‘insufficient and costly to support’ (Coombe, 2006, p.188). Coombe (2006, p.188) also suggests that successful e-business organisations implement a unified, company-wide infrastructure simplifying communications both internally and with ‘suppliers, customers and partners’. Common challenges resulting from poor e-business implementation include; insufficient internal and external communication, raised stock holding costs, inadequate supply and stock replenishment to meet demand, disparate systems may not integrate with other systems or supplier and vendor systems, high start-up costs and poor CRM (DTZ Consulting, 2018).
Combe (2006, p.203) emphasises the significance of knowledge management which can be achieved utilising knowledge management systems including; data warehousing, data mining and knowledge management portals. Combe further advocates the importance of sharing both ‘explicit and tacit knowledge’. Explicit knowledge is ‘information stored as data or documents’ and tacit knowledge is ‘information stored in the human mind, ‘know-how’, intangible assets such as intellectual and creative abilities’. Pereira et al. (2012) regard tacit knowledge as integral to competitive advantage but can also become a hindrance when not shared between employees. This is a concept VF corporation recognise with Jansport ‘run on a homegrown e-commerce system that only one VF employee knows how to operate’ (Tepper, 2016). TNF B2B ecommerce manager Julie Dixon stated, “to have only one person who knows how that site works is really scary”, justifying their investment in a centralised system.

The following chapter addresses TNF’s value proposition and business model canvas as a base to assess industry and company specific e-business opportunities and challenges.
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2.3. [bookmark: _Toc8303266]TNF – Current Systems.

Applying Timmers (1998) e-business models, it is discernible that TNF operate within the e-shop and e-procurement meta-classifications, were e-shops are defined as the ‘Web marketing of a company…to promote its goods or services. Increasingly added is the possibility to order and…pay’, and e-procurement as ‘electronic tendering and procurement of goods and services’. Parent company VF corporation control TNF’s digital environment as it seeks to harmonize all of its brands under one system, aspiring to what is commonly referred to as the Amazon effect.

TNF utilise IBM Watson cognitive computing AI systems to learn information about where their post-sale products are used and what users will be doing. ‘Using that information, North Face can make personalized recommendations to help customers find the perfect coat for their activities’ (Morgan, 2019). In relation to Porter’s value chain (1985, p.37), this demonstrates an excellent example of service, an area which is often overlooked and can be highly influential in capturing value and driving repeat custom (Porter, 2012).

TNF currently use e-commerce technologies provided by PlumRiver post acquisition of previous provider; CenterStone Technologies Inc. (Tepper, 2016). The company ‘harvest data across… ecommerce sites and transform the information into a ‘digital playbook’ that evolves and guides us on what to do next’ with 15% of revenues coming from electronic sales (VF Corporation, 2019). A further 30% of TNF’s orders are processed through an EDI system for larger retail accounts, however, smaller distributors do not have access to these systems.

Interestingly, TNF experienced one of the key challenges of e-business management upon acquisition, in that their e-commerce system was not fully integrable with VF Corporations SAP SE ERP infrastructure meaning that ‘I.T. support can get really confusing as a result of this fragmentation’. All eight brands were run on separate ERP systems until 2014, which inspired the $1 million investment in PlumRiver for its SAP integrability. A second challenge faced is that ‘we’re missing sales because products stick around in our warehouses too long, and we end up discounting them’ highlighting the necessity of a holistic system and eSCM technology (Tepper, 2016).

2.4. [bookmark: _Toc8303267]Industry e-Business Opportunities.

One emergent technology applicable to the outdoor apparel industry is applying augmented reality to assist sizing. E-commerce return rates in the apparel industry vary between 30% and 35% compared to <8% in physical stores sales (Logisticsmatter, 2019). Addressed in the business model canvas; one of TNF’s value propositions is free shipping and returns which invites 79% of all online returns. It is estimated that by 2020, free returns will cost global businesses $550 billion (Orendorff, 2019), with fit-related returns accounting for 72% of apparel returns. It is estimated that accurate AR virtual fitting solutions will reduce return costs by up to 50% (Ratcliff, 2014). TNF currently offer a ‘fit finder’ which matches product sizes to limited body dimensions such as height and chest size. However, new technology such as that offered by Swedish fashion start-up; Virtusize, allows businesses to illustrate the size and fit of garments compared to a 3D virtual scan of the body through AR technology. The company claim it can increase sales by 20%, reduce returns by 30% and enhance customer experience 90% (Virtusize, 2019). One user; Rhone Apparel, noted a 268% increase in online sales conversions from 3.7% to 9.8% just one month after implementation (Orendorff, 2019). This statistic demonstrates how the technology can positively enhance consumer journey and the decision-making process.

Social media can also be implemented to enhance consumer purchase rates. Keirn (2019) suggests that many businesses fail in capturing value from social media strategy. One notable example of this technology in practise encompassed; flash selling, product release and social media when Nike launched the Jordan III ‘Tinker’ live at the NBA All-Stars 2018 through in-app purchase link snapcodes (Dickey, 2018). This technology could enhance TNF’s events and anticipated, limited releases such as; ‘Supreme’ collaborations and capsule collections. 

Perhaps the biggest breakthrough of modern technology is that of Artificial Intelligence or AI. ‘Artificial Intelligence makes it possible for machines to learn from experience, adjust to new inputs and perform human-like tasks’ (SAS, 2019). For the apparel and outdoor retailing sector, AI provides the numerous technological opportunities with applications in all aspects of the value and supply chain. Sell-side, the technology can enhance individual customer experience such as onsite searches. Examples of this include front-loading popular products, autocompleting searches and recommendations based upon machine learned search history. To further this, 24/7 chatbots provide round the clock customer service (Parker, 2017). Internally, AI can assist with operations automation and product development through analysing industry trends such as colours and materials (Segura, 2018). Buy-side, AI can assist with demand forecasting and supply-chain inventory forecasting (Segura, 2018). One further example of AI in practise is voice powered technologies such as Amazon Alexa which can learn past purchase history to make recommendations. 

Apple first introduced beacon technology in 2013. Since then, the technology has found application in physical apparel retail stores such as Macy’s, Urban Outfitters and Lord & Taylor (Maycotte, 2015). Coupled with smartphones and wearable devices, the technology enables businesses to send push notifications to potential customers, capturing value through targeted promotions. 70% of consumers suggest beacon technology increased their likelihood of purchasing. With a strategy of increasing global store presence and retail accounts, beacon technology in TNF stores and retail displays could increase purchase conversion rates. However, careful consideration must be given regarding intrusion and consumer trust.

Wearable technology such has smartwatches have seen unprecedented growth since 2014. The market has grown 2,820% from 5 million units to 141 million units in 2018 (Statista, 2018). To further this, developments in ‘the internet of things’ has seen the emergence of smart clothing such as the Nadi X smart yoga pants with Bluetooth connectivity to smartphone devices, sending haptic vibrations to assist and encourage movement (Sawh, 2018). Wearable technology can also encompass terrain assessment recommendations which can drive sales and athletic performance in the extreme sports TNF is associated with (Domb, 2018).

Radio Frequency Identification (RFID) technology has been used as a theft prevention technique in physical retail stores for a considerable time. The technology works by ‘sending radio signals between a reader and a tag’. Recent advancements have fabricated wider applications in the apparel industry. One of which is ‘item level tracking to help improve product visibility’, assisting product management, replenishment and ordering (Business Matters, 2018). When integrated with wider eSCM systems, the technology changes business operations by eliminating inefficient manual inventory inspections. The technology automatically records inventory levels assisting e-procurement and reducing the duration of stock warehousing.
3.0. [bookmark: _Toc8303268]TNF e-Business Recommendations.


1. To simplify retailer relations, TNF should implement a standardised EDI system available to all stockists rather than just larger accounts. 73% of TNF’s sales come from B2B retail accounts yet only 30% of orders are processed through their EDI system (MI, 2018). When replacing manual transactions, EDI systems can reduce; associated order costs by 35%, transaction errors by 40% and processing and dispatch time by 20% (EDI Basics, 2019). This move would improve SCM and distribution efficiency.

2. With growing apparel focus in the IoT, TNF could consider product development to embrace this technology. A noteworthy example is Tommy Hilfiger’s Xplore range fitted with microchips that relay data regarding usage. This could replace TNF’s reliance upon IBM data analytics which are currently based upon conscious consumer response. A second example is UA’s athlete recovery clothing using infrared technology to absorb heat and assist muscle recovery. Finally, Sensoria running socks relay data about pressure and distance to make recommendations (Stephenson, 2019).

3. To encompass several emergent technologies, TNF could consider smartwatch development. Sister brand Timberland offer watches, showing that it could compliment TNF’s product portfolio. It is also noted that other apparel brands such as Louis Vuitton, Armani and Fossil have developed smartwatches to rival tech companies (Flammia, 2018). This could compliment the brands mission of inspiring ‘a global movement of exploration’ whilst integrating the aforementioned; beacon technology, AI, social media and terrain assessment capabilities.
4.0. [bookmark: _Toc8303269]Conclusion. 

To summarise, TNF, under VF ownership have begun transformation towards a more integrated e-business model. The reviewed technologies are proving advantageous to revolutionise operations. However, the company appears to lack the fast-paced adoption of new technologies synonymous with driving sales in the apparel and outdoor retail sector of current. Further advancements, such as those suggested in the recommendations could bring TNF to the forefront of e-business application in the sector, thus matching their advanced product offering. 
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Key Partners

- Materia Providers,
- Authorized Outdoor Retalers;
Cotswold Outdoor Ltd., Blacks,
Nevisport, Millsts, JD Sports.

- Department Stores; Jonn
Lowis.

~ Distrbution Network.

- VF Corp's 1,000+ contract
manufacturers.

- Top Athletes; Hillares Neison,
Conrad Anker etc.

~ Colbrites.

- Event Partners;
Tomorrowland Winter.

- Charty Partaers; Outward
Bound Trust.

Toumament Partners; Freeride
Worid Tour 2018.

- IT Systom Providers; IBM,
PlumRiver.

- Payment Providers

- Sister Brands; Vans,
Napapii, Eastpak, Jansport.

- Certifiors; Responsible Down
Standard, Clothes the Loop.

Key Activities

Manufacturing, Design, Research,
‘Sponsorship, Marketing, Advertising, Qualty
Gontrol, Distribution, Logistcs, Supply-
Ghain Management, App Development,
Promote Sustainabilty. Promote
Partcipation, The Noh Face Journal and
Newslotter, Hosting and Sponsoring Events,
Film Making; Free Solo.

Key Resources

- 100 Stores in; US, Canada and UK.
- Patentad Fabrics and Technology; Gore-
Tex, Thermoball, Dryvent, Polartec.

- Brand Value and Awareness.

- Symbol of Qualty.

- Global Supply Chain

- Strong Links to; Sport, Charity and
Sustainabilty.

- VF Gorporations financial backing.

Value Proposition

bags, lamps)
- 'Free 3-day shipping"

Customer Relationships

Customer Segments

- Free Membership through email
subscriptions.

- Caol brand image.

- Customer service excallence,

- Positive community and environmental
impactsustainable.

- Onling and offine.

- Customer loyaly.

- Gift cards.

- Fres delivery and returns.

Channels

- Sacial Media.
- 75 US stores, 6 Ganadian stores, 19 UK
stores.

- Department stores and outdoor retaiers.
- TV, Magazine and Blogs.

- www.henorthface.com

- lick ads, PR, emal

- Events; TMIL Winter.

 Licensoes and retal accounts.

- Mobile App and Newsietter.

-~ Film.

~Sponsorship endorsements.

- Catered Towards; Outdoor
Enthusiasts, Cimbers,
Mountaineers, Skiers,
‘Snowboarders, Hikers and
Other Endurance Athietes.

~ Students: 109% off through
Unidays.

- Young people: branding and
social media usage,

- Campers: Tents and Sieeping
Bags.

- Sports People.

- Extreme Sports Fans: nosted
ovents.

~ Fashion Gonsclous: IFA Paris
student colaborations.

- Festival goers; Tomorrowland
Winter, The North Face
Mountain Festival

- Colder geographic locations.

Cost Structure

Purchase of Raw Materials, Cost of Goods Sold, Contract Manufacturers, Ovined Manufacturing
Plants, Staff, Ressarch and Development, Sponsorship Contracts, Charitable Donations, Marketing
and Advertising, Taxes, Fixed and Variabie Overhoads (Electric, Water, Gas, Premises Rt

Website and App Costs, eCommerce, Postage, Patents.

Bevenue Streams.

Associated Revenues.

B2B: Sale of Products, Licenses, Sale of Patented Materals, Collaborations (SUPREME).

B2C: Sale of New Products, Sale of Waste Reducing Refurbished Products, Event Tickets and
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