Case Study 6
Old Navy Helps Gap Get Its Groove Back

Communication in Process

Gap Inc. is an international specialty retailer offering clothing, accessories, and personal care products for men, women, and children. In recent years, the company has won acclaim for social reporting on factory conditions, notably as the 2005 winner of the Business Ethics Social Reporting Award, recognized “for taking social reporting a quantum step forward by risking unprecedented honesty in reporting on factory conditions.”

All this is good news for a company that fell from favour in the early 2000s. After spectacular growth in the 1990s when the company became the nation’s largest specialty apparel retailer, critics accused it of making every bad move a retailer could. Besides major misses in fashion, the company failed to differentiate among its three brands—Banana Republic, Gap, Old  Navy—and it opened too many stores.

The company that had pioneered the casual cool look with fitted jeans, khakis, and simple T-shirts suddenly lost its fashion compass. Once-loyal customers were turned off by trendy rhinestone-encrusted pink jeans and other far-out novelties. Under new management, Gap is now working to improve its merchandise mix, reduce inventories, and halt capital spending.

Perhaps the brightest spot in Gap’s comeback has been the company’s Old Navy discount division. With over 800 big-box stores selling lower-priced apparel, Old Navy provides its customers with on-trend fashions at “amazing” prices. From graphic tees and cargos to the latest styles and washes in denim, Old Navy delivers accessible fashion for women, men, kids, and babies in a bold, fun shopping environment.

The idea of creating Old Navy was born under then president Millard Drexler who seized the opportunity to create Old Navy as Gap’s “markdown version of itself.” To remain competitive and increase long-term sales growth, Gap launched Old Navy in 1994. The idea paid off, as Old Navy accounts for approximately 40 percent of Gap Inc. ’s $16 billion in revenue.

In 2001 Old Navy went international and simultaneously opened 12 stores in Ontario. “We really wanted to be able to have a strong presence from the start,” explained Old Navy’s director of public relations. Old Navy has continued its Canadian expansion and operated 33 stores in 2004. Although Old Navy informally bills itself as an all-American brand and releases a shirt every summer emblazoned with an American flag, correspondingly a similar shirt with the Canadian flag is available in Canadian stores.

From the beginning, Old Navy’s president, Jenny Ming, was intent on building a fun brand that delivered fashion at low prices. But over the years, she began to recognize that the fashion business was changing. Both Gap and Old Navy once chased fickle teenagers too hard, offering super-low-cut jeans and edgy styles that flattered only the young and slender. In rebuilding Old Navy, Ming returned to its tradition of blue jeans, simple tops, and basics as a strategy to regain leadership in the casual-dress business. Ming says that in the past designers dictated what people wore. Now the power is shifting to the consumer. It’s more about what individuals want to wear and are comfortable with rather than what designers choose.

In learning to please customers, Old Navy collects ideas from product managers, focus groups, field researchers, and designers, while always keeping an eye on the competition. Colour and concept inspiration may come from people-watching on the streets of Tokyo, a flash from a dream, or a visit to a local art gallery.
In response to declining customer traffic, Gap plans to work an improving sales of regular-priced merchandise to help repair flagging revenues, according to the retailer’s chief financial officer, Byron Pollitt. To keep customers coming back, the company has hired new clothing designers and is beginning to remodel and update the look of its stores. “We’re going to have to win back [customers] season by season,” Pollitt said.
Critical Thinking

•
In what ways would research (gathering information) be important to Jenny Ming at Old Navy and to other businesspeople?

•
Why is it important for Jenny Ming and other business communicators to gather all necessary information before making management decisions?

•
What techniques can business communicators at Old Navy and other companies use to generate ideas for new products as well as for business processes?

Process in Progress
Old Navy Revisited

Rebuilding its customer base and correcting its fashion missteps are major initiatives at Old Navy and its parent Gap. At the same time, the stores must be ever watchful that their garments are not made in sweatshops. Stiff competition and consumer demand for low prices have forced many North American apparel manufacturers to shift production offshore. Some of that production ends up in sweatshops, such as those found in Cambodia, Bangladesh, and Honduras. The worst sweatshops use child labour and demand 80-hour workweeks without overtime pay. Bosses routinely shout at workers and may send them home for talking on the job. Workers earn as little as 29 cents an hour.

Like other major apparel manufacturers, Old Navy and Gap strive to control working conditions with factory-monitoring and labour-standards programs. Around the world Gap Inc. has more than 90 employees whose sole focus is working to improve conditions in the factories that make its clothing. In one year these employees conducted more than 13 000 inspections at 3000 factories. When a problem is found, Gap takes action. It works with contractors and factories to improve practices and conditions. If conditions don’t improve, it stops using errant contractors. Enforcing its standards worldwide requires an ongoing effort. When complaints from human rights activists and others arrive, Old Navy and Gap must inves​tigate and respond to each inquiry.
Critical Thinking

•
When a business communicator responds to an inquiry, such as a letter about human rights violations among contractors, is “research” necessary?

•
What are the differences between formal and informal research?

•
What are the advantages and disadvantages of brainstorming with groups?

Process to Product

Applying Your Skills at Old Navy

The management team at Old Navy is often occupied by major issues such as rebuilding its fashion image, maintaining quality, and controlling overseas working conditions to avoid human rights violations. But smaller problems also require attention. One perplexing issue involves returned goods. After years of cheerfully accepting returned items anytime, many stores, including Gap and Old Navy, have tightened their return policies. About 6 percent of all retail purchases are returned every year, and some stores say a growing proportion are from customers involved in some kind of scam. But perhaps Gap has gone too far. It received a complaint from Dana Moses, a loyal shopper, who was given many unneeded gifts for her newborn son. After returning about a dozen items to Gap, Moses received a series of letters from the company informing her that she would no longer receive refunds unless she had original receipts. Old Navy heard about this and wants to consider revamping its exchange policy.
Your Task 

Your group of Old Navy interns has been given the task of researching exchange policies. First study Old Navy’s policy at its company Web site. Compare it with those at three other retailers such as The Bay, Wal-Mart, Roots, Canadian Tire, or Sears.

As a team, brainstorm to determine the major categories such projects fall under. Then brainstorm to determine the major categories of a recommended return policy for Old Navy. Make a cluster diagram. Then organize your findings into an outline summarizing what you think should be included in a return policy. Submit your outline to your intern advisor (your instructor).  
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