GAP Case Study Component 1

Question 1:
Identify what you perceive to be the main problem (aside from Covid-19) at Gap based on the case study and describe the Nature, Scope and Impact of this Problem.

Answer 1: 
Gap closed most of their 3,300 stores and are struggling with the losses from the closure of the stores which resulted in losing employees, customers, income and profit. Also 10% of their corporate employees will be laid off on top of the retail employees. This will affect the employees, their livelihoods and mental health as they will struggle to find jobs due to the Pandemic. Gap was once a big established brand that was doing well for themselves but now due to the pandemic and competitors like Zara and H&M with cheaper and fashionable clothing they have lost their place in the market.

Question 2:
Outline key Strengths and Threats of Gap.

Answer 2:
Gap’s key strengths are:
•	Brand recognition - Gap is a multinational organisation and has established retail locations throughout the US and the UK
•	12,000 employees working at corporate level
•	Gap has 5 brands and they are Gap, Banana Republic, Old Navy, Athleta and Intermix
•	The company’s brands Gap, Banana Republic and Old Navy are well known in the retail clothing industry
•	Gap’s brand Old Navy is the company’s strongest brand with $7.3 billion in net sales in 2019
•	Gap’s brand Athleta’s sales grew by 5% in 2019 which is the only Gap brand to see improving and showing higher sales and earnings
•	Athleta saw a 23% growth between 2012 and 2018  
•	Allowing a company to use their intellectual property can improve the brand name and awareness
•	Gap operates 5 websites (Gap, Banana republic, Old navy, Athleta, Piper Lime) which helps customers see and understand what the company offers, increase sales and gives the company a competitive edge in the market

Gap’s key threats are:
•	Pandemic is affecting their business as they are struggling to save enough money to survive the economic crisis
•	Forced to close most of their 3,300 stores and are struggling with the losses from the closure of the stores which resulted in losing customers, employees, profit and income 
•	Laying off at least 10% of their corporate employees which affects their livelihood and will find it difficult to find jobs due to the Pandemic
•	Withhold $115 million in rent payments for April and renegotiate leases and close unprofitable stores which will result in losing customers and employees
•	Retail employees will lose their jobs if unprofitable stores are closed and will affect their livelihood 
•	Cancelled their summer and fall orders in early April, this will result in losing customers as customers check regularly for seasonal trends. Also its affecting their profits and income as they have no seasonal products to sell therefore customers will go elsewhere
•	Gap were struggling to survive long before the Pandemic hit, they tried to reverse the declining sales and decreasing consumer interest
•	Outsourcing from third world countries will affect the economy negatively by causing pollution and affecting climate change 
•	Factors such as general business conditions, interest rates, availability of consumer credit and consumer confidence in future economic condition will affect the level of consumer spending in the retail industry
•	Consumer purchases tend to reduce in recessionary periods which can affect Gap’s incomes
•	Counterfeit products being sold is a major problem for companies within the retail sector which can have a negative impact on company sales as a result of this

Question 3:
Choose one PESTLE factor and apply this to Gap.

Answer 3:
Economic Factor:
•	Labour costs and productivity in the economy such as employees and the hours worked
•	Economic growth rate affect businesses for example changes in the wage rates, interest rates and rate of inflation  
•	Inflation rate if they are high purchasing costs have increased for the same items,
•	Interest rates if they are high customers are spending less due to their income falling and the debts they have
•	Competition with other brands as competitors are cheaper and fashionable like Zara, H&M and Target
•	Disposable income of households will have an effect on spending 
•	Growth rate, inflation rate and clothing stores industry growth rate also consumers spending are used to predict the growth of the organisation
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