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Case Objectives and Use

The purpose of the case is to enable students to conduct a broad range of analyses of the strategic, financial, historical and social issues facing Abercrombie & Fitch (A&F). Students are encouraged to: (a) compare what the retail environment was like during the early to mid-1900s and what is was like in the early 2000’s; (b) study how organizations change over time and how new managers take companies in new directions; (c) compare A&F’s financial performance with that of its competitors; (d) perform a financial analysis, SWOT analysis and other competitive analyses of the retailer; and (e) appreciate the legal and social environment in which specialty apparel retailers operate. The case was written for business school undergraduate courses in strategic management; business, government and society; and/or marketing.
Case Synopsis

A&F was founded 114 years ago. It began as sporting goods store selling expensive and exotic merchandise to adventurers, presidents, businessmen, writers and movie stars. After several changes in ownership, it became a specialty apparel retailer catering to a teenage population. A&F took a leading role in the creation of a new store format -- one that other retailers were eager to imitate.  The format provided an entire experience for young shoppers with trendy music, appealing visuals, and perfumed interiors. This encouraged teenagers to “hang out” and “browse.” They wanted to act and look just like the models they saw in the stores. 

A&F adopted a number of controversial strategies and was the target of several lawsuits. Its governance and executive compensation practices were questioned by shareholders. It offended several different potential consumer groups, including young women, Asians, gymnasts and government officials with racy slogans on its t-shirts. It was accused of racial discrimination because it seemed to hire attractive individuals with an “All-American” look who worked as sales people and to place minorities in less visible positions such as the stockroom.

Despite A&F’s experiences with recessions, war-time troubles, bankruptcy, changing ownership, and legal battles, it has survived. In recent years, it has benefited from significant financial success as well. For four of the last five years, its return on revenues has been at least 12%. Its earnings per share increased from $1.68 in 2001 to $3.83 in 2005.
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