QUESTIONS:
The total marks for this assignment is 80 marks No introduction or summary of the case study is required. (This is not a traditional essay paper, but more like a take-home exam). Just begin by answering the first question.  Ensure that all statements are supported with case information with concepts and principles of theoretical explanations. 

First, read the below article, then answer the following four (4) questions. Separately answer ALL FOUR (4) QUESTIONS IN AS MUCH DETAIL AS POSSIBLE. EXTENSIVE USE AND VISIBLE REFERENCE TO COURSE THEORETICAL CONTENT AND CASE EXAMPLES ARE EXPECTED AND NECESSARY FOR A SATISFACTORY GRADE.
Question 1 (20 marks):

Based upon the article provided, describe how the six (6) external forces may have impacted the Hudson Bay Company (“HBC”) in the last few years. Discuss in detail the nature of each force separately, with examples from the case.

Question 2 (20 marks):

Explain and discuss which management philosophy would likely be most suited to the company, HBC The Classical School of Management or the Behavioural School of management.  Pick only one and support your answer with examples from the article.

Question 3 (20 marks):
Discuss how HBC has or could become a more of a virtual organization? Discuss in detail using theory and examples from the case.

Question 4 (20 marks)

a. Discuss what type of business-level strategy is HBC using in its business? Why does this business-level strategy make sense given the nature of its business? (10 marks)

b. Perform a VRIO analysis of the company HBC. Do you think this company can be successful competing in the global business environment, given its strengths? Explain. Why or why not? (10 marks)
Case: The Hudson's Bay Company

By: Natalie Guriel,  © January 12, 2016.

The Hudson's Bay Company ("HBC") has long been known as a Canadian retail department store, offering fashions, accessories, home furniture, appliances and a variety of other household products. But in recent years, the retailer has faced a number of challenges: the middle class market has been shrinking, online shopping has increased, and global competition has left many Canadian retailers struggling to survive. 

Clearly, HBC is one of the few retail department stores left in Canada, as the retail landscape is more competitive than ever before. Many middle-class retail stores such as Sears have shut down due to decreasing sales, and Target exited Canada in 2014 due to a lack of profitability. Other retailers selling clothing such as Jacob, Espirit, Smart Set, Mexx and others have also closed their stores. With the advent of the internet and online shopping, busy Canadians are spending less time in malls and more time buying online at discount retailers such as Amazon.

While customers still think of HBC as a Canadian store, its ownership has been U.S.-based for a number of years.  Canadian operations were first sold to American investor Jerry Zucker; then later resold to Richard Baker, a U.S. real estate mogul, in 2008 for $1.1 billion.

There are many changes since American ownership. HBC is taking steps to compete against more American retailers entering the Canadian marketplace, like Nordstrom. How is HBC aiming to succeed? In the last few years, HBC has begun the process of reinventing itself. HBC started to rebrand its name from The Bay to “The Hudson's Bay”, back to its traditional roots. Second, most of its stores have undergone extensive renovations ($2 billion dollars worth) to support its vision as a luxury retailer and commitment to digital businesses. And third, HBC has been expanding globally through acquisitions to enter new markets. To promote trade, many countries have trade agreements and policies to allow more businesses to cross borders and conduct business internationally.

For HBC’s CEO Liz Rodbell, the key to success is to create a shopping experience for the customer that online retailers cannot match, such as excellent in-store service and an extravagant atmosphere and social shopping experience.
  As part of this vision, HBC purchased Saks Fifth Avenue Inc. (“Saks”), a U.S. luxury department store, for US$2.9 billion in 2013
 with plans to open 3 stores in Canada in 2016, including one in downtown Toronto near the business district.  “There is an element in coming to the store that is theatre,” Marc Metrick, Saks Fifith Avenue President, explained. “The challenge is, how do you build these environments so people want to come to them and spend time there.”

The Toronto downtown Saks will feature all the same high-fashion designer brands as in the U.S. from Saint Laurent to Stella McCartney, but other features will aim to bring in customers too. Saks will have a 10,000 square-foot restaurant and a 20,000 square-foot food-hall in partnership with gourmet food chain Pusateri. Saks will also offer customers a free personal shopping service as well as a high-end, hair salon. Across North America, Saks is already rolling out a personalized style service, whereby a stylist brings a van of clothing to your home, by appointment only, to cater to your specific fashion needs.
  Metrick says it’s all about “high-touch personalized service” to give customers something that they can’t get online.
     

To appeal to customers who want luxury, HBC has also partnered with U.S. bridal chain Kleinfeld and U.K. fashion retailer Topshop. According to HBC President Liz Rodbell, “One thing we’re really proud of is our partnership with Kleinfeld Bridal. We’ve sold 4,000 wedding dresses since we opened our Kleinfeld boutique a year ago, and we are now the number one bridal registry in Canada.”

While most shoppers are individual consumers, HBC is also appealing to organizations for social and business entertaining with its addition of a state-of-the-art conference centre on the eighth floor of its downtown Toronto location, as well as, the updated Arcadian Court (restaurant) now operated by partner Oliver and Bonacini. As consumer tastes change from products to more services and experiences, HBC is hoping to offer customers other reasons to come to HBC besides products to buy. Clearly, excellent service and experience is paramount for success.

In 2015, HBC completed a joint venture arrangement with two real estate companies and also purchased Galeria Kaufhof, a leading Germany department store chain with 135 stores, for $3.3 billion - 119 stores in Germany and 16 stores in Belgium. This expansion outside of North America is another step for HBC going global, in line with a trend for global mergers and acquisitions.  HBC will now be showcasing its HBC brands and selling them for the first time in Europe.

While Walmart still dominates the market as a global discount retailer, HBC is doing something unique and appealing to a different customer base and market. According to CEO Rodbell, HBC’s mission is to be “the best department store in North America.”
 

How else is HBC changing? The HBC executives recognize that working together to achieve success will be important given the ever-changing environment. For example, Rodbell has introduced learning sessions to get to know her staff and get people collaborating. According to Rodbell, 

The learning sessions are something I’ve just started, and I’m hoping to do them on a quarterly basis. Last year I also did a lot of “lunches with Liz.” I really want to be an accessible president, so I spent a lot of time in my first year getting to know all the central teams. I probably met with 150 groups….…I asked everyone I met to tell me something about themselves that most people don’t know, and it really helped people get to know one another and discover common interests. This is the culture we want to create: We’re fast, we’re decisive, and we’re in this to win together as a team.

Clearly, sharing ideas is important to adapting to changing circumstances. For instance, luxury competition is also growing. Nordstrom is expected to enter Canada in 2016, taking over the flagship Eaton’s store at the Toronto Eaton Centre, as well as setting up later at Yorkdale Shopping Mall and Sherway Gardens.
  Nordstrom will also compete with luxury Canadian retailer Holt Renfrew. 

There are other challenges too. In January 2016, the Canada’s dollar slid to a 12-year low, below $0.70(US).
  In the past, a low-Canadian dollar has been good for Canadian tourism, attracting U.S. tourists to Canadian shopping centres. However, a lower Canadian dollar can be more expensive for some retailers who buy American products and then re-sell them in Canadian stores. Similarly, a strong U.S. dollar can reduce global tourists coming to the U.S. as well as reducing U.S. sales online. 

Stock markets tumbling may also have a negative impact on consumer spending, as fears of a recession may impact consumer-buying habits.

While few department stores exist in Canada, the online, digital market is growing. By 2018, online retail sales are expected to hit $34 billion in Canada. Many U.S. department stores such as Macy’s, J.C. Penney and Bloomingdales’s already offer international shipping and prices in Canadian dollars, making it easy and convenient for Canadian consumers.
 According to one report, 68% of Canadians shop at international web sites to find the goods they are looking for that aren’t easily available in Canada.
 And many sites now offer free shipping when a certain dollar amount is spent.

In 2016, HBC began negotiations to purchase Gilt Group Holdings Inc. (“Gilt”) a membership-based online retailer that focuses on the millennial generation market. The $250 million (US$) acquisition would add about $500 million of annual revenue to the company’s profitability, leveraging Gilt’s nine million members. Gilt, based on New York City’s prestigious Park Avenue, began in 2007 as an invitation-only site for women’s clothing and accessories. Today, Gilt has expanded to men’s, children, and babies’ clothing, as well as, products for the home. Jerry Storch, HBC chief executive, explained “adding Gilt to our rapidly growing digital business is very exciting and we see tremendous potential to enhance our mobile and personalization strategies.”
 

According to Rodbell, 

we’re certainly looking to evolve our digital navigation. We want to make sure we’re quick and seamless. And we’re working toward making it possible for customers to buy online and pick up purchases in-store. The next thing that will evolve is our mobile technology. It’s so important. We actually just had the team from Google come in for a lunch-and-learn. I like to host things like that, where outside companies come in and talk to our leadership team. It reinforced for us how much information-getting is happening through mobile. So that is certainly on our radar.

Other steps HBC is taking to change the company include streamlining operations through systems improvements. In 2012, HBC laid off 210 employees and moved its Information Systems department to St. Louis, MO., in a move to reduce spending.
  Recently, HBC has been focusing on inventory management. HBC Chairman Mr. Richard Baker explained he’s focused on achieving economies of scale and improving operations. “Our systems will get better and better,” he said.
 

In the meantime, HBC will continue building its luxury presence throughout North America and Europe, with the hope of winning over more customers and creating long-term relationships for many years to come. 
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