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Executive summary

This report analyses how the company J. Crew Group, Inc. creates and enhances its customer value proposition. It covers external and internal analysis and examines strategic options of J. Crew, making some recommendations regarding the current situation of the company with emphasis on USA and UK.
The company has been going through a difficult situation in the last few years, and it has recorded decline in sales, revenues (except for Madewell brand) due to the fact that it alienated its core customers with unaffordable prices, quality issues and bad style.
At present, J. Crew has made some changes in management as well as regarding market strategy, trying to recapture its customers and gain new others. 
This report highlights current strategy`s strengths and weaknesses also.
In this report, I am using secondary sources: books, articles, annual or quarterly reports of the company and I am also making use of data from a previous report submitted for Marketing Management Module, on 04.09.2017.  
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“J. Crew is an internationally recognized multi-brand apparel and accessories retailer that differentiates itself through high standards of quality, style, design and fabrics. They are a vertically-integrated omni-channel specialty retailer that operates stores and websites internationally.” (J. Crew Group, Inc., 2016, p. 3) 
They have stores in USA, Canada, Hong Kong and France.
The company is recognised for its “preppy fashions sold to young professionals. The American retailer sources about 97% of its merchandise from factories outside of the US, 60% being sourced from China and Hong Kong. Founded in 1947, the company made its name as a catalogue retailer. Its first physical store appeared in 1989.” (D&B Hoovers, 2017)
In 2010, J. Crew “agreed to be acquired by TPG Capital and Leonard Green & Partners in a transaction valued at about $3 billion, giving the buyout firms the New York-based retailer’s namesake and Madewell brands.” (Townsend & Boyle, 2010) The reason behind this action was the fact that “J. Crew’s business was in flux and Mr. Drexler needed the freedom of the private markets to engineer a turnaround”. (Solomon, 2015) Yet, four years later, the company is struggling more then it did as a public company.
In July 2017, Millard Drexler, “the legendary merchant who masterminded the reinvention of the former preppy catalogue brand but could not stop its decline, stepped aside as chief executive”. (Friedman & Creswell, 2017) He was followed by James Brett, president of West Elm. While Mr. Drexler will remain chairman and keep his ownership stake in J. Crew, the shake-up signals the end of a fashion era.” (Friedman & Creswell, 2017)
That was the second big change in the firm. “Jenna Lyons, its long-time executive creative director, resigned in April.” (Friedman & Creswell, 2017)
Millard Drexler, who came to J. Crew in 2003, transformed the company, his strategy being a successful one for a while, but in the last years J. Crew recorded a debt of $2 billion and decrease in sales and revenues, becoming “a little too elitist in their attitude” (Berk, 2017). The style promoted by the former executive creative director, who has also been in the company for 26 years, was lately criticized as it became “unaffordable and impracticable”. (Hanbury, 2017) It looks like it was time for a change.  
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“J. Crew designs, markets and sells their products, including those under
the J. Crew factory and Madewell brands, offering complete assortments of women’s, men’s and children’s apparel and accessories.” (J. Crew Group, Inc., 2016, p. 3)   
“They differentiate themselves from their competitors through their signature product design, their iconic styles refined with differentiating prints, fabrics, colours and high-quality craftsmanship”. (J. Crew Group, Inc., 2016, p. 7) 
They have “four seasonal collections, rolled-out for monthly product introductions in stores, on  websites and  catalogues. The design process begins with our designers developing seasonal collections eight to 12 months in advance.” (J. Crew Group, Inc., 2016, p. 5)
Their products are sold through “retail and factory stores, websites and catalogues” (J. Crew Group, Inc., 2016, p. 3). They have “281 J. Crew retail stores, 181 J. Crew factory stores (including 39 J. Crew Mercantile stores), and 113 Madewell stores throughout the United States, Canada, the United Kingdom, Hong Kong and France”. (J. Crew Group, Inc., 2016, p. 3) 
Their offer contains “a mix of select designer-quality products at higher price and more casual items at lower price”. (J. Crew Group, Inc., 2016, p. 7) 
J. Crew promotes its merchandise through catalogues, promotions, advertising. “There no celebrities in its marketing, but it has basked in the fashion spotlight when its cardigans and other clothing have been worn by the former first lady of the USA, Michelle Obama”. (J. Crew Aficionada, 2012)
Company`s fans created blogs, where they can “follow the company’s apparel and accessories. The company’s stepped-up effort will expand its presence in publications including Vanity Fair, Vogue, Fast Company and the Sunday New York Times Magazine as well as in social media and online. There are no television commercials. J. Crew still relies on the traditional staple, the paper catalog - now called the Style Guide - to reach customers. Each year the company issues 24 editions of the J. Crew catalogue, distributing more than 80 million copies.” (Olson, 2012) 
  J. Crew announced “a partnership with Nordstrom in August to sell through select stores and online - and acquire new customers. Nordstrom has been selling Madewell since 2015 and is the only place either brand is available outside J. Crew’s own channels.” (Fernandez, 2017)
    At the same time, the company is expanding its “off-price business to better address price-conscious shoppers. As of October, J. Crew added 28 Mercantile locations (off-price product stores located outside outlet malls) in 2016.” (Fernandez, 2017)
Also, the new business plan of the company is to “focus on activewear - a segment Morgan Stanley predicts will grow to $83 billion in sales by 2020 - after launching the brand’s first collaboration with New Balance this autumn. At the same time, J. Crew shuttered its bridal line.” (Fernandez, 2017)
 J. Crew “changed its Madewell designer in 2015, when chief executive Mickey Drexler announced a renewed focus on heritage products over more eclectic high fashion pieces that alienated the remaining core customer. The Spring 2017 collection presentation, featuring friends of the brand instead of models, was well received by the industry.” (Fernandez, 2017)
The company made some strategic and organizational changes in “areas including store operations, production, sourcing, and merchandising, to better position them for future growth.  These changes reflect J. Crew Group's commitment to long-term growth, and at the same time, streamline operations to support its omni-channel business and reduce overall expenses.  These initiatives include a headcount reduction of approximately 175 open and filled full time positions primarily from its corporate headquarters.” (Cision PR Newswire, 2015) J, Crew also intended to focus on “making critical improvements to women's assortment including fit, design aesthetic and styling.” (Cision PR Newswire, 2015)
“J. Crew has an international expansion plan, but that has been a capital quagmire for many United States retailers and it has opened 20 additional J. Crew stores across the globe.” (Solomon, 2015) Due to the fact that the brand is in a decline, the strategy of expanding doesn`t seem to be a good one.
J. Crew is “committed to changing from a «traditional brick-and-mortar specialty retailer» to a «digital-first» business. The store closings are part of that plan.” (Isidore, 2017)
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“Today more companies are guilty of undersegmentation than oversegmentation of the market. They imagine more high-potential prospects for their offerings than really exist. The antidote is to divide market in several levels of potential.” (Kotler, 2003, p. 163)
J. Crew has a differentiation strategy, a Niche. It uses a standard marketing mix and provides a line of different products, with a narrow target market. Their segment is made of people who have an elite lifestyle, urban, working professionals, educated, middle class, mainly in their 30’s to 50’s, retro style, old fashion value. 
Their target group is narrow, consisting of “primarily of affluent, college-educated, professional and fashion-conscious women and men.” (J. Crew Group, Inc., 2016, p. 3)
J. Crew is recognised for “its distinctive look - well-made basics bedecked with a splash of sequins or a door-knocker-sized necklace - stood out from less adventurous retailers in the same price range and helped the brand triple its revenue between 2003 and 2013.” (Halzack, 2015) The brand singularizes for “its use of colour, pattern and texture applied to updated classics.” (Camolli, 2013)
The company was valued “for its simplistic and elegant designs, but has adopted patterns which seemed very unconventional and unlike those synonymous with J. Crew.” (The market mogul, 2015)
 The brand was attacked for “alienating core customers with its outlandish
designs” (Hanbury, 2017), which shows more Jenna Lyons` lifestyle,  her cult of personality.
The brand made an attempt to go back to more simple and basic clothes with the collection “No – Brainer”. Customers view brand`s message as an insulting one, which meant a lack of confidence in the fact that people can choose the combination of their clothes by themselves. (Jon Karamanica, 2017)
	 Another aspect that made customer complain were the high prices and the decrease in quality. 
“Garments would rip or fray on the first wear, or during the first wash.  Hems fell out after a week or a month. Fabrics that once felt luxurious–Super 120s wools, cashmeres, silks–were suddenly rough or artificial.  T-shirts, sweaters, and blouses were made from such cheap fabric that they were practically translucent.  The sleeve seams of most of J. Crew blouses are frayed because the thread literally tears the cheap fabric.” (The work edit, 2015)
Even though the quality is decreasing, prices are rising but J. Crew customers expect good quality at a fair price. If they see quality in clothing and think that it will last through many seasons, they don`t need discounts. (The work edit, 2015)
 Actually, the company tried to recover losses and made multiple sales (up to 40%) and that decision made customers question the quality of products resulting in driving away loyal customers. (The market mogul, 2015)
The company thinks that the solution to its problems aren`t “new marketing tactics or store designs, but to simply make better, more appealing clothes.” (Halzack, 2015)
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The retail industry is very competitive. J. Crew competes with other companies on design, quality, price and customer service as well.  
One of J. Crew`s competitors is GAP Inc Company (which owns Gap, Banana Republic, Old Navy and Athleta), a firm which “operates about 3,650 stores worldwide, built its iconic casual brand on basics for men, women, and children, but over the years has expanded through the urban chic chain Banana Republic, family budgeteer Old Navy, and Athleta, a purveyor of activewear. Other brand extensions include GapBody, GapKids, and BabyGap; each also has its own online incarnation. All Gap clothing is private-label merchandise made exclusively for the company. From the design board to store displays, Gap controls all aspects of its trademark casual look.” (D&B Hoovers, 2017) In their target group there are men and women from middle class, between 25 and 35.
Abercrombie & Fitch is another competitor, a “specialty retailer who primarily sells its products through store and direct-to-consumer operations, as well as through various wholesale, franchise and licensing arrangements. The Company offers an array of apparel products, including knit tops, woven shirts, graphic t-shirts, fleece, sweaters, jeans, woven pants, shorts, outerwear, dresses, intimates and swimwear, and personal care products and accessories for men, women and kids under the Abercrombie & Fitch, Abercrombie kids, Hollister and Gilly Hicks brands. The Company has operations in North America, Europe, Asia and the Middle East.” (Reuters, 2017) Company`s target group are males and females between 14 and 20 years old with a luxurious lifestyle. 
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J. Crew competes primarily with “specialty retailers, department stores, catalogue retailers and e-commerce businesses that engage in the sale of women’s, men’s and children’s apparel, accessories, shoes and similar merchandise on quality, design, customer service and price. The primary competitive advantages are consumer recognition of brands.” (J. Crew Group, Inc., 2016, p. 7) The signature of their design differentiates them from their competitors.
“Declining mall traffic and the low prices offered by fast fashion competitors are crippling apparel retailers.” (Fernandez, 2017)
J. Crew and its competitors have experienced sales decline, quarter after quarter: Gap Inc had sales decline in 9 of the last 11 quarters, Abercrombie & Fitch in 14 of the last 15 quarters and J. Crew in 10 of the last 11 quarters. (Fernandez, 2017)
In terms of market share, from the three competitors, Gap Inc has the largest market share – 19.37%, followed by J. Crew – 6.49% and Abercrombie & Fitch – 5.39%. (CSI Market, 2017) 
 “Net sales of Gap Inc have barely increased over the past decade, clocking in at $16.2 billion in 2015, up from $15.9 billion in 2004.” (Fernandez, 2017)
Moreover, J. Crew has “$2 billion in debt, including about $500 million in bonds maturing in 2019. Reports surfaced this autumn that J. Crew is seeking to buy back those bonds at the reduced market rate by transferring the rights to its brand name to a separate subsidiary and borrowing against those assets. Sources have also suggested that J. Crew might sell or spin off Madewell.” (Fernandez, 2017)
One reason for their decline seems to be the lack of compelling brand identity, because consumers are looking for personal style. (Fernandez, 2017)
“In the firm’s 2016 loyalty rankings of consumer engagement, Gap dropped 20 spots from the previous year. J. Crew also dropped 10 slots, topping only Forever 21 and Gap among apparel retailers.” (Fernandez, 2017)
 	“Gap is not a design-led company and thus I had very little say in what ended up in the store.” (Fernandez, 2017).
Although at some point, J. Crew was” leading consumers in terms of a style direction, they did not evolve with its social media-savvy consumer.“ (Fernandez, 2017)
Abercrombie & Fitch tried to distance itself from “the logo-heavy, over-sexualised and exclusive brand identity of its late ‘90s, early-aughts heyday. In spring 2015, it announced plans to ditch stores’ dark lighting, heavy fragrances and shirtless models to attract an older shopper. The company hired new designers, most recently promoting men’s designer Aaron Levine to oversee women’s collections, too - and rebranded its marketing. Despite an uptick in sales in the last quarter of 2015, the changes haven’t translated into sales.” (Fernandez, 2017) 
Another reason for companies` sales decline is that consumers expect low
prices and promotions. “A highly promotional environment plagues all three retailers, whose customers have grown accustomed to seemingly constant discounts in the last several years.” (Fernandez, 2017)
At the same time, shoppers are spending “less on apparel in general, especially younger ones who prefer to spend on electronics and experiences. According to 2015 data released by the Commerce Department, the share of total consumer spending allocated to apparel has reached historically low levels.” (Fernandez, 2017)
The fact that people don`t want to go to malls anymore is another cause of sales decline for the three retailers. It is predicted that “400 of America’s 1,100 enclosed malls will close in the coming years. People prefer A+ malls — destinations where shoppers can spend an entire day on a range of activities.” (Fernandez, 2017)
That is why, Gap has announced “several rounds of US store closures in recent years: 200 stores in 2011, 175 in 2015 and another 75 in May, Abercrombie & Fitch closed 60 stores last year and 200 in the last two years. The company has also launched in-store pickup options for online orders and, in October, it debuted a redesigned website to coincide with a refreshed marketing strategy and holiday campaign.” (Fernandez, 2017) J. Crew is also considering closing 39 stores by the end of January 2018 (Isidore, 2017). 
A lack of design speed and flexibility in a company’s merchandising culture is also a cause for sales decline. “In order to minimise losses due to markdowns of unsold product and sell outs of popular styles, apparel retailers need overhaul their approach to risk through fast-and-flexible supply chains.” (Fernandez, 2017)
It was shown that “retailers can increase profits by as much as 28 percent and market capitalisation by as much as 43 percent if they reduce lead times and delay finished product commitments in order to respond quickly to changing consumer demand. None of these struggling brands have embraced the strategy. The norm for American specialty retailers is about ten months.” (Fernandez, 2017)
Finally, because they are targeted at a “relatively affluent clientele, they make more upfront investments to ensure superior customer experience on their website and in their stores. This means that they invest greater amounts of money in crafting an impressive store layout and training employees. For example, Banana Republic recently mandated training periods for employees to foster "emotional" connections with customers.” (Sharma, 2015)
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Strengths
 	J. Crew has a wide product portfolio offering not only apparel, but also jewelry, accessories, handbags, footwear, which serves a wide variety of customers. It also provides free home delivery and a credit card with discounts for first purchases, “invitations to private events, early access to select items or a special birthday surprise” (J. Crew, 2017)
 The company sells its products through 551 stores, catalogues and online, being present in many countries worldwide. Every year the company distributes over 80 million catalogues which proves it international presence. The former first lady of USA is their fan and that has brought the company into the fashion spotlight. 
J. Crew offers a wide range of products: women`s apparel, men`s apparel, footwear, handbags, jewellery, and lifestyle accessories. Also, it provides services like flat-rate shipping, duty-free shopping in local currency and ships all around the world, credit cards and gift cards. (J. Crew, 2017)
“By outsourcing its manufacturing process to low-cost countries, J. Crew Group benefits from cost efficiencies and economies of scale, enabling it to offer goods at competitive prices.” (Canadean Company Reports; Basingstoke, 2016, p. 13)
Weaknesses 
“The company reported lower inventory turnover ratio in 2016. Lower inventory turnover than competitors indicates that the company takes more days to clear its inventory in comparison with its competitors (73 days). The decline in the turnover ratio and higher inventory turnover days signify that the company incurs high inventory carrying costs, which affect its operating performance.” (Canadean Company Reports; Basingstoke, 2016, p. 13)
Company`s revenues have decreases in the last five years due to “competition, changes in merchandise mix, pricing, level of customer service, ability to distribute products efficiently”. (J. Crew Group, Inc., 2016, p. 9)
Opportunities
J. Crew can increase the profit in the future from “the increasing demand for private label products. While price is a prime factor driving private label sales, improvements in packaging and quality have helped to remove the stigma attached with buying store brands”. (Canadean Company Reports; Basingstoke, 2016, p. 14) 
The company can also benefit from growing online retail market. The number of customers who do their shopping online has increased and a mobile application like other companies have would be useful. 

Threats
J. Crew is facing intense competition in the retail market. “High competition in the market may force the company to increase its product differentiation by offering merchandise at low prices and/or increase its promotional expenses, which may escalate its operating costs.” (Canadean Company Reports; Basingstoke, 2016, p. 15)
At the same time, labour costs have increased and because the company intends to expand its stores, the stability and operational efficiency of the company may be affected. (Canadean Company Reports; Basingstoke, 2016)
 “The raw materials used to manufacture their products are subject to availability constraints and price volatility caused by high demand for fabrics, weather, supply conditions, government regulations, economic climate and other unpredictable factors. In addition, their sourcing costs may also fluctuate due to labour conditions, transportation or freight costs, energy prices, currency fluctuations or other unpredictable factors. Further, the cost of labour at many of our third-party manufacturers and the cost of transportation have been increasing and it is unlikely that such cost pressures will abate.” (J. Crew Group, Inc., 2016, p. 14) 
 “J. Crew`s sourcing base currently consists of 200 vendors who operate 339 factories in 25 countries. In fiscal 2016, approximately 86% of merchandise was sourced in Asia (with 58% of our products sourced from China and Hong Kong), 11% was sourced in Europe and other regions, and 3% was sourced in the United States.” (J. Crew Group, Inc., 2016, p. 6) Although the company is an American, J. Crew sources only 3% of its merchandise in the USA and this aspect is considered a threat because the current president of the United States declared that he would penalize the companies that buy most of their products from overseas rather than from American manufacturers. At the same time, company`s operations from U.K. after Brexit represents a threat.
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Company`s fiscal year ends on 28 of January. Company announces financial
results every quarter. Taking into consideration that the results for the fourth quarter and fiscal year 2017 haven`t been released yet, this report will analyse the third three quarters of 2017, 2016, 2015, and 2014 and also data from annual reports.


                                       Figure 1. Revenues of J. Crew Group, Inc
If in the first nine months of 2014, revenues increased by 8% to $1,874.3 million, in the next three years, revenues decreased by 4% in 2015 and 2016 and by 5% in 2017, for the same period of time (figure1). Comparable company sales remained flat for that period in 2014 and after that decreased by 10% (2015), 7% (2016) and 8% (2017). At the same time, J. Crew sales also decreased from 8% in 2015 to 10% in 2017. Only Madewell sales have increased in the last three years, up to 21%. (Cision PR newswire, 2014), (Cision PR Newswire, 2015), (Cision PR Newswire, 2016), (4-traders, 2017)  
                                      

                                            Figure 2. Net loss of J. Crew Group, Inc
	In 2014, net loss for the first nine months was “$ 627.2 million compared with net income of $82.2 million in the first nine months last year (figure 2). This year reflects the impact of non-cash impairment charges and a loss on refinancing incurred in connection with the refinancing of term loan facility and the redemption of senior notes.” (Cision PR newswire, 2014)
In the first nine months of 2016, net loss was “$24.6 million compared to $1,235.6 million in the first nine months last year. The net loss this year reflects the impact of a non-cash charge to income tax expense of $6.8 million to record a valuation allowance related to the Company's deferred tax assets and non-cash impairment charges. The net loss last year reflects the impact of non-cash impairment charges.” (Cision PR Newswire, 2016)
At last, in 2017, net loss was “$161.6 million compared to $24.6 million in the first nine months last year. The net loss this year reflects the impact of non-cash impairment charges, transformation costs, transaction costs, and severance costs.” (4-traders, 2017)
If a company doesn`t have profit, it means that it can`t survive for a long period of time. 

                                            Figure 3. Gross margin of J. Crew Group, Inc
Gross margin started decreasing in 2014 and continued until 2017 (43.3% in 2013 as compared to 38.1% in 2017), (figure 3) (Cision PR newswire, 2014), (4-traders, 2017) being “a measure of proﬁtability in buying (or producing) and selling goods before any other expenses are taken into account.” (Atrill & McLaney, 2006, p. 178) 
Cash and cash equivalents were $80 million at the end of third quarter of 2014 compared to $49.2 million at the end of the third quarter of 2017. (Cision PR newswire, 2014), (4-traders, 2017). “The cash balance at the end of the third quarter this year reflects the payment of transaction costs of $35.7 million and debt repayments pursuant to the refinancing of $27.0 million.” (4-traders, 2017)
“Total debt, net of discount and deferred financing costs, was $1,719 million compared to $1,513 million at the end of the third quarter last year. On July 13, 2017, the Company completed a debt exchange and refinancing.” (4-traders, 2017)
“An exchange offer in which $565.7 million principal outstanding of 7.75%/8.50% Senior PIK Toggle Notes due 2019 (the "PIK Notes") issued by the Company's parent were exchanged for $249.6 million of 13% Senior Secured Notes due 2021 and shares of preferred and common stock of the Company's parent.” (4-traders, 2017)

                                            Figure 4. Net income of J. Crew Group, Inc
Net income represents the company's total earnings and it is an important “measure of how profitable the company is over a period of time”. (Investopedia, 2017)
As it can be noticed from figure 4, net income was negative for two years but it started to grow in 2017.

Figure 5. Acid test of J. Crew Group, Inc

“The acid test ratio represents a stringent test of liquidity. It can be argued that, for many businesses, inventories cannot be converted into cash quickly. As a result, it may be better to exclude this particular asset from any measure of liquidity. The acid test ratio is a variation of the current ratio, but excluding inventories.” (Atrill, 2009, p. 87)
Figure 5 shows that acid test ratio is lower 0.50 in all years. In 2015, the company recorded the lowest rate. This could mean that it has some issues regarding immediate pay to its creditors.
“For the year 2017, the company expects capital expenditures to total approximately $40 million. These investments support strategic initiatives, including 10 new store openings as well as information technology enhancements.” (Bloomberg, 2017)
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Support processes
· Firm infrastructure: The company has 551 stores, factories and different retail channels: online, stores.
· Human resource management: Millard Drexler, former chief executive, is considered to be “one of the top American merchants in history, despite the apparel retailer’s struggles with sales and debt in recent years. His successor, former West Elm President James Brett, is also a merchant”. (Howland, 2017) On the other hand, Jenna Lyons, J. Crew's creative director, “has become a celebrity in her own right”. After 26 years at J. Crew, she was replaced by Somsack Sikhounmuong, Madewell design chief, who has brought success to this brand.
·  Technology development: J. Crew has a partnership with FiftyOne for a platform that enables shopping from all over the world, reaching to 110 countries, using 41 currencies. (Nusca, 2012)
· Procurement of sources: The company is sourcing his products in a responsible, legal, ethical manner, making partnerships with suppliers who share their belief and promote good working conditions. (J. Crew, 2017)  Its sources consist of 200 vendors who operate 339 factories from 25 countries. Most of its comes from Asia, mainly China and Hong Kong (86%), but the company “plans to switch up its supply chain beyond China so that clothing will arrive in stores faster”. (Lieber, 2017)
Primary business processes
· Inbound logistics: The company sources its merchandise “through the use of buying agents and by purchasing merchandise directly from trading companies and manufacturers. All agents, factories, and suppliers are subject to the compliance policies.” (J. Crew, 2017)
· Operations: J. Crew offers apparel and accessories according to market trends and services in stores and online.
· Outbound logistics: The company operates under multiple brands. It has record an increase in the cost of labour of their third-party manufacturers and of transportation. Their orders are delivered within 7 working days in USA, UK and within 13 working days in the rest of the countries. (J. Crew, 2017)
· Marketing and sales: J. Crew has made successful partnerships with Nordstorm, New Balance and Net-a-Porter. The products are promoted through advertising, catalogues, sales promotions.  Michelle Obama is a fan of J. Crew, and celebrities like Sarah Jessica Parker, Emma Stone are fans of Madewell.
· Service: The company offers support in stores or online: style hacks, alterations locating sizes or styles, in-store shopping events, private store access (before or after hours), gift ideas.
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[bookmark: _Hlk503444996]Company has already made some strategic changes in order to solve some of its current issues. An emergent strategy is suitable in J. Crew`s case due to the fact that customers need a highly personal service, the business depends on new technology.
Firstly, the brand is currently trying to offer better designs. The former creative director Jenna Lyons promoted more her own style and many customers couldn`t relate with it, that leading to the alienation of J. Crew`s core customers who have been rejecting the brand in the last few years. I think that J. Crew needs to refocus on its target group, because now they are focusing on a non-existing one. They also need a fresh set of values and to convince people that they care. The fact that Jenna Lyons was replaced with Madewell design chief Somsack Sikhounmuong means that the company is trying a new strategy, and that was a good decision because Madewell, a sister brand that addresses strictly to women had sales increased in the last four years. Only in the third quarter of 2017, Madewell had sales increased 22% as compared to J. Crew`s sales which decreased 12%. (Bloomberg, 2017) It is expected from the new design chief to repeat the success story from Madewell, which is Madewell is "very focused on who the consumer is, and it's been strategic in how they expanded their business and the product categories." (Schlossberg, 2015) 
[bookmark: _GoBack]Secondly, style issues were combined with poor quality of products and unaffordable prices. Company`s new strategy to make prices more affordable is a good one. Moreover, there is a 25% discount only for online shopping meant to attract more online customers, even from countries where the company doesn`t have stores (the company can reach in 110 countries). It should also increase products` quality. That is a part of former chief executive strategy to make the company “much more comfortable, approachable, democratic, and friendly.” (Lieber, 2017) Also, considering the fact that consumer shopping habits are evolving, a focus on more digitally marketing initiatives would be a smart way to attract customers and it will prove to be more efficient and profitable than company`s printed catalogue.  Regarding J. Crew`s plan “to switch up its supply chain beyond China so that clothing will arrive in stores faster” (Lieber, 2017), it would be a way to respond more quickly to customers demand, to get products in store faster (now it takes about 10 months). 
Thirdly, the company started a reorganising plan, eliminating 250 positions, opening 10 new Madewell stores and closing other 20 stores. (Mau, 2017) However, it had some partnerships with other brands like Nordstorm, Net-a-porter, Bon Marché, New Balance. Madewell`s partnership with Nordstorm was a success and it should be continued, along with exploring other opportunities of partnerships in order to reach new customers. In terms of athleisure trends, they have collaborated with New Balance and Asics, for men`s collections. The company also tried a collaboration with Outdoor Voices for women’s athleisure apparel and gave up after that. (McGown, 2015) Considering the fact that more people wear athletic apparel even at the office, J. Crew should make another attempt in this respect.
	At last, company`s biggest issue is its $2 billion debt. It will be difficult for it to pay the maturing bonds in 2019, so it will have to either renegotiate the debt or find some else to buy it.
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Financial data for J. Crew
	 
	                    First nine months (million dollars)

	 
	2017
	2016
	2015
	2014

	Revenues
	1,659.50
	1,730.50
	1,794.90
	1,874.30

	Net loss
	161.6
	24.6
	235.6
	627.2




	 
	              First nine months - %
	 

	 
	2017
	2016
	2015
	2014

	Gross margin
	38.10%
	36.60%
	36.70%
	38.80%



	Liquidity ratios
	2016
	2015
	2014

	Acid test
	0.48
	0.35
	0.45
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