Assessment Element 1

Question One:
Nature- Gap has been dealing with a loss in sales for the last years caused by the fact that its customers have preferred to go to cheaper and more fashionable stores.
Scope- The problem is affecting the entire company, specifically its corporate employees, as at least 10% of these will be losing their jobs and 80.000 retail employees who have been furloughed.
Impact- The company has closed most of its stores and all the Gap’s brands, apart from Athleta, have registered a negative sales growth, despite the big discounts offered to the costumers.

Question Two:
Strengths: 
· Large brand portfolio, including Gap, Banana Republic, Old Navy, Athleta, Janie and Jack
· New CEO with experience in managing Gap’s strongest brand, Old Navy
· Global recognised brand
· The success registered by Athleta, the activewear company with a continuous sales growth since 2012

Threats:
· Decrease in popularity 
· The economic crisis generated by the Covid-19 pandemic has forced Gap Inc to lay off at least 10% off the corporate employees, including members of the design and concept team
· Closing most of the physical stores that represented the main source of revenue
· Competitors like Zara, H&M that are more popular and cheaper
· The inability to find a new brand identity led to registered loses for the company’s three biggest brands
· Creating a financial strain by borrowing a large amount of money considering the company has been dealing with loses for a few years

Question Three:
The most influential factor for Gap’s financial problem is the social one.
This has played an important role over the past few years as the brand had a decrease in popularity caused by a change in its consumers’ behaviour.
	Although GAP Inc is a well-known global brand, it was unable to keep up with the evolving market and the new competitors. The consumers’ needs and shopping behaviour are always changing and will always look to get the most for the money they are spending.
	In the last years the customers have been more drawn to and spent more money in shops like Zara, H&M as these offered more cheap and fashionable options to the ones Gap Inc were selling. This disposition towards cheaper fashion is also reflected in the sales of Old Navy -Gap’s lower priced chain and the one with the highest net income.
	Gap Inc had to close most of the stores and tried to overcome the loses generated this way by constantly offering online discounts, but with no success.
	One of the social aspects that the company took advantage off was an increased interest towards fitness apparel and so they acquired Athleta, the only brand that remained profitable since 2012.
	The company is looking for new strategies to recover by licensing some of its brands to be used on new products like home décor and furniture. This can prove to be successful if we were to analyse the shopping patterns of the consumers, who are very drawn to this type of concept.  The customers who buy clothing from Gap’s competitors are often shopping for home accessories from the same place.


