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[bookmark: _Toc235385537]Task 1 – Identifying the Innovation Opportunity
[bookmark: _Toc235385538]1.0 Introduction
The rapid acceleration of digital commerce following the COVID-19 pandemic has transformed consumer expectations and the UK retail landscape, as customers now expect seamless shopping, faster delivery, personalised recommendations and convenient digital payment. Many small retailers still face barriers to digital adoption, including limited technological capability, rising fulfilment costs and competition from established e-commerce platforms, creating opportunities for innovative business models that combine customer-centred design with digital technology (Brown, 2009; OECD, 2021). Among UK fashion retailers, ASOS plc is an appropriate case study as one of the UK's leading online-only fashion companies, serving millions of customers while investing in digital innovation, logistics and customer experience (ASOS plc, 2025). Despite its strong market position, ASOS operates in a competitive environment marked by rising acquisition costs, high return rates, sustainability pressures and competition from SHEIN and Zalando (Mintel, 2025); maintaining advantage therefore requires continuous innovation rather than incremental operational improvement. This report applies the Design Thinking framework (Empathise, Define, Ideate, Prototype and Test) to identify an innovation opportunity for ASOS in the UK. While several opportunities were considered, including AI personal shopping assistants and subscription services, this report argues that an AI-powered local marketplace connecting ASOS customers with selected independent UK fashion retailers provides the greatest strategic value (Parker, Van Alstyne and Choudary, 2016), since it simultaneously improves customer convenience, supports local businesses and strengthens ASOS's sustainability strategy in ways existing AI recommendation tools do not.
[image: ]
Figure 1.1: The Five Stages of Design Thinking (iterative process). Source: Adapted from Brown (2009). 
Design Thinking was selected because its emphasis on empathy and iteration suits the ideation phase, where the innovation problem remains open and unstructured (Brown, 2009). However, Johansson-Sköldberg, Woodilla and Çetinkaya (2013) argue that Design Thinking is often applied as a simplified, tool-based process that overlooks organisational complexity, and that creative techniques alone cannot explain how stakeholder conflict is resolved once a concept moves beyond ideation. It is therefore critically complemented in Task Two by Soft Systems Methodology (Checkland, 1981) and supporting frameworks, which evaluate the stakeholder needs and organisational complexity that Design Thinking alone cannot capture. The report reflects this logic: Task One examines the opportunity through Empathise, Define and Ideate, while Task Two develops the concept using systems-thinking, commercial and risk-evaluation tools.
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The UK online fashion retail industry has transformed over the past decade through rapid digitalisation, evolving consumer expectations and intensifying competition from global platforms including SHEIN, Temu and Zalando (Porter, 1985; ASOS plc, 2025). Sustainable advantage is therefore no longer achieved through product variety or pricing alone, but through superior customer experience, value-creating innovation and rapid responsiveness to market conditions.
Although ASOS has invested extensively in digital capabilities, including AI, mobile commerce and personalised recommendations, several challenges remain: high return rates continue to reduce profitability, customers demand faster delivery, and growing environmental awareness has raised expectations for sustainable practice (McKinsey & Company, 2024). Many independent UK retailers offer distinctive products but struggle to compete due to limited digital resources and restricted market access (OECD, 2021). These issues should not be viewed as isolated operational problems but as interconnected opportunities for innovation. Brown (2009) argues that meaningful innovation begins with understanding users' unmet needs rather than focusing immediately on technological solutions, meaning it is essential to examine the experiences of customers, retailers and other stakeholders before selecting a potential innovation. Based on the current market context, three potential innovation opportunities were identified: AI-powered personal shopping assistance to reduce returns; circular fashion services such as resale and repair; and an AI-enabled local marketplace connecting ASOS customers with independent UK retailers. Each differs in customer value, competitive differentiation, implementation complexity and long-term impact (Vial, 2019). Consumer behaviour has also shifted decisively since the pandemic, as shoppers increasingly resist trading digital convenience for authentic, locally rooted product discovery; the growth of social commerce and slow-fashion communities reflects a cultural shift that ASOS's current model does not fully address (Verhoef, Kannan and Inman, 2015).





Table 1.1: Comparative Evaluation of Potential Innovation Opportunities
	Innovation Opportunity
	Customer Value
	Strategic Fit with ASOS
	Competitive Differentiation
	Sustainability Contribution
	Overall Evaluation

	AI Personal Shopping Assistant
	High
	High
	Medium
	Low
	High

	Circular Fashion Platform
	High
	Medium
	Medium
	Very High
	High

	AI-powered Local Marketplace
	Very High
	Very High
	Very High
	High
	Selected


Source: Author's evaluation based on Brown (2009), ASOS plc (2025), McKinsey & Company (2024) and OECD (2021).

[bookmark: _Toc235385540]1.2 Empathise
The Empathise stage develops a comprehensive understanding of users by exploring their behaviours, motivations and unmet needs rather than relying on organisational assumptions (Brown, 2009). For ASOS, empathy extends beyond end consumers to the challenges faced by independent retailers, delivery partners and the wider retail ecosystem, since value is co-created through interactions between these groups rather than by ASOS alone (Freeman, 1984). Analysis of the UK online fashion market shows customers value convenience, personalisation and delivery speed, and expect retailers to operate responsibly with sustainable purchasing options (Mintel, 2025). Although ASOS offers a broad product range and advanced platform, industry reports highlight recurring concerns over delivery flexibility, product discovery, sizing uncertainty and the environmental impact of high return rates (ASOS plc, 2025; McKinsey & Company, 2024), suggesting satisfaction depends on the overall experience, not just availability. Many independent UK fashion retailers possess distinctive products and strong local identities but face barriers to digital growth, as limited online visibility, constrained budgets and competition from global platforms reduce their reach (OECD, 2021). This suggests unmet needs exist on both the demand and supply sides, presenting an opportunity for a platform that delivers value to multiple stakeholders simultaneously. Delivery partners represent a further stakeholder group often overlooked in innovation planning; their ability to fulfil orders depends on stable, predictable demand and clear guidance, and fulfilment complexity increases as retailer locations grow. Addressing this during the empathy stage ensures logistics are designed in from the outset rather than addressed reactively.
Table 1.2: Stakeholder Needs Identified During the Empathise Stage
	Stakeholder
	Key Needs
	Current Pain Points
	Opportunity for Innovation

	ASOS Customers
	Fast delivery, personalised shopping, easy returns, sustainability
	Product discovery, delivery options, sizing uncertainty
	AI support, local fulfilment, wider product access

	Independent UK Retailers
	Greater online visibility, customer reach, lower marketing costs
	Limited digital presence, intense competition
	Marketplace integration

	ASOS
	Customer loyalty, profitability, competitive advantage
	High return rates, increasing competition
	New digital business model

	Delivery Partners
	Efficient logistics and demand forecasting
	Peak demand fluctuations
	AI-supported order allocation


Source: Author's analysis based on ASOS plc (2025), Mintel (2025), McKinsey & Company (2024) and OECD (2021).

[bookmark: _Toc235385541]1.3 Define
The Define stage synthesises insights from the empathy process to articulate the core innovation challenge. The principal finding is that ASOS's greatest challenge is no longer digital adoption but achieving meaningful differentiation in a highly competitive market. Although the company has strengthened AI-driven recommendations, mobile optimisation and sizing guidance, these have become standard practice across leading retailers rather than sources of sustainable advantage (ASOS plc, 2025); further investment in existing functions is therefore more likely to improve operations than generate strategic innovation. Several innovation problems were evaluated before defining the final challenge. Reducing product returns was initially considered, since ASOS already has initiatives to improve sizing accuracy (ASOS plc, 2025); however, further optimisation offers limited differentiation as competitors pursue similar strategies. Expanding AI-powered shopping assistants was also rejected as the primary focus, since retailers including Zalando and Amazon Fashion already employ sophisticated AI tools, making a sustainable advantage unlikely (Porter, 1985). The analysis instead identifies a clearer market failure: customers seek distinctive products, faster fulfilment and more authentic shopping experiences, while many independent UK retailers remain constrained by limited digital visibility and market access (OECD, 2021). These challenges are closely interconnected yet remain insufficiently addressed by existing platforms. The innovation challenge is therefore defined as creating a digital ecosystem connecting customers with selected independent UK retailers while maintaining the convenience and trust associated with the ASOS brand.
Table 1.3: Problem Definition
	Element
	Application to ASOS

	Users
	ASOS customers and independent UK fashion retailers

	Core problem
	Limited connection between customer demand for distinctive fashion and independent retailers' digital reach

	Business impact
	Reduced opportunities for differentiation and customer value creation

	Selected innovation challenge
	Develop a scalable digital platform that creates value for both customers and independent retailers

	Selection rationale
	Highest potential for strategic differentiation, stakeholder value and long-term competitive advantage


Source: Author's analysis based on Brown (2009), Porter (1985) and ASOS plc (2025).

[bookmark: _Toc235385542]1.4 Ideate
Following the problem definition, the ideation process focused on generating solutions capable of creating value for multiple stakeholders while strengthening ASOS's long-term competitive position. Rather than selecting the first feasible idea, three alternative concepts were developed and evaluated against strategic differentiation, customer value, implementation feasibility and sustainability. This approach reflects the principles of Design Thinking, where idea generation should prioritise diversity before convergence towards the most appropriate solution (Brown, 2009). The first concept proposed an enhanced AI personal shopping assistant offering personalised outfit recommendations, predictive sizing advice and conversational purchasing support. Although AI is an important driver of customer experience in digital retail, its strategic value for ASOS is limited because comparable technologies are already implemented by competitors including Zalando and Amazon Fashion. Further investment could improve satisfaction but would represent incremental rather than distinctive innovation (Johansson-Sköldberg, Woodilla and Çetinkaya, 2013). The second concept explored expanding circular fashion services through an integrated resale and repair platform, aligning with rising demand for sustainable fashion and supporting ASOS's environmental objectives (ASOS plc, 2025). However, circular models are already widespread across the fashion industry, with competitors such as Vinted and Depop occupying strong market positions, so entering this mature segment would offer environmental benefit but limited strategic differentiation. The third concept proposed an AI-enabled marketplace integrating selected independent UK fashion retailers into the ASOS platform, addressing multiple challenges identified during the Empathise stage. Customers gain access to a wider range of distinctive products through a trusted platform, retailers gain digital visibility and market access, and ASOS expands its offering without assuming the inventory costs of traditional retail expansion (Parker, Van Alstyne and Choudary, 2016). AI-based matching extends the value of existing digital capabilities rather than replicating competitor features; selecting this concept does not exclude the others, since circular-fashion elements could later be incorporated as supplementary features once the core platform is validated.
Table 1.4: Evaluation of Alternative Innovation Concepts
	Criteria
	AI Shopping Assistant
	Circular Fashion Platform
	AI-enabled Local Marketplace

	Customer value
	High
	High
	Very High

	Competitive differentiation
	Medium
	Medium
	Very High

	Strategic fit with ASOS
	High
	Medium
	Very High

	Sustainability contribution
	Medium
	Very High
	High

	Commercial scalability
	High
	Medium
	Very High

	Overall assessment
	Strong
	Strong
	Selected


Source: Author's evaluation based on Brown (2009), Parker, Van Alstyne and Choudary (2016), ASOS plc (2025) and Johansson-Sköldberg et al. (2013).

[bookmark: _Toc235385543]1.5 Selection and Justification of the Proposed Innovation
The ideation process demonstrated that all three concepts could improve ASOS's competitive position, though their strategic contribution differs considerably. As noted at the Ideate stage, the AI personal shopping assistant would enhance convenience and potentially reduce returns but is unlikely to generate sustainable advantage because competitors can readily replicate comparable functionality (Porter, 1985; Zalando SE, 2025). The circular fashion platform offers stronger environmental benefits and aligns with growing consumer demand for sustainable consumption; however, the rapid growth of Vinted and Depop has already reduced the opportunity for meaningful differentiation in this segment (McKinsey & Company, 2024). The proposed AI-enabled marketplace creates value simultaneously for customers, independent retailers and ASOS: customers gain product variety through a trusted platform; retailers gain access to ASOS's customer base without investing in digital infrastructure; and ASOS expands its portfolio without proportionally increasing inventory or warehousing costs. This reflects platform-based business models, where advantage comes from facilitating interactions between multiple stakeholder groups rather than relying solely on internal resources (Parker, Van Alstyne and Choudary, 2016), directly addressing the unmet needs identified during Empathise and Define — illustrating Design Thinking's principle of problem identification before technological solutioning (Brown, 2009).

Table 1.5: Final Evaluation and Selection of the Innovation Concept
	Evaluation Criteria
	AI Shopping Assistant
	Circular Fashion Platform
	AI-enabled Local Marketplace

	Customer desirability
	High
	High
	Very High

	Strategic differentiation
	Medium
	Medium
	Very High

	Commercial viability
	High
	Medium
	Very High

	Feasibility
	Very High
	High
	High

	Sustainability contribution
	Medium
	Very High
	High

	Long-term competitive advantage
	Medium
	Medium
	Very High

	Final decision
	Not selected
	Not selected
	Selected


Source: Author's evaluation based on Brown (2009), Porter (1985), Parker, Van Alstyne and Choudary (2016), ASOS plc (2025) and McKinsey & Company (2024).
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[bookmark: _Toc235385545]2.0 Developing the Proposed Innovation
Following the evaluation of alternative concepts in Task 1, the AI-enabled local marketplace was selected because it demonstrated the strongest alignment with customer needs, strategic differentiation and long-term commercial viability. Rather than functioning as a conventional online marketplace, the proposed solution integrates selected independent UK fashion retailers within the existing ASOS digital ecosystem, allowing ASOS to extend its product offering while maintaining a consistent customer experience through a single platform, payment system and customer service infrastructure (ASOS plc, 2025). The proposed innovation adopts a platform-based business model in which ASOS acts as the ecosystem orchestrator rather than the sole retailer. Platform ecosystems create value by facilitating interactions between multiple participant groups, generating network effects that become valuable as participation grows (Parker, Van Alstyne and Choudary, 2016). The marketplace enables ASOS to increase product diversity without proportionally increasing inventory ownership, warehousing capacity or procurement costs, representing a structural advantage over traditional retail expansion. Unlike traditional marketplace models that accept many sellers, participation would be restricted to retailers meeting predefined quality, delivery and sustainability standards, protecting customer trust and the ASOS brand — unlike open marketplace platforms, where inconsistent service quality often undermines customer satisfaction. The concept also supports ASOS's sustainability objectives by encouraging partnerships with UK retailers, potentially reducing transport distances and supporting local economic development (Elkington, 1997), while integrating local businesses into the existing digital infrastructure improves economic and social sustainability rather than treating sustainability solely as an environmental initiative. The platform model also requires adapting traditional retail metrics such as gross margin and inventory turnover, since portions of sales now originate from marketplace partners (Teece, 2018).
[image: ASOS AI-enabled Local Marketplace Platform Ecosystem diagram]
Figure 2.1: Implementation Roadmap for the Proposed AI-enabled Local Marketplace
Source: Author's own illustration based on Brown (2009), Checkland and Poulter (2006), and Parker, Van Alstyne and Choudary (2016).
Table 2.1: Key Features of the Proposed Innovation
	Feature
	Strategic Contribution

	AI-powered product recommendations
	Improves personalisation and product discovery

	Marketplace for selected UK retailers
	Expands product variety without increasing inventory ownership

	Unified ASOS checkout
	Maintains customer trust and purchasing convenience

	Partner quality standards
	Protects brand reputation and service consistency

	AI-based retailer matching
	Connects customers with relevant local brands

	Integrated analytics dashboard
	Supports retailer performance monitoring and continuous improvement


Source: Author's analysis based on Parker, Van Alstyne and Choudary (2016) and ASOS plc (2025).

The remainder of Task Two evaluates this innovation through three interlinked frameworks rather than as independent tools: Soft Systems Methodology surfaces stakeholder complexity, CATWOE translates that complexity into a transformation process, and the Business Model Canvas assesses whether the transformation can generate commercial value. Each framework builds on the conclusions of the previous one, since no single tool can address desirability, feasibility and viability simultaneously.
[bookmark: _Toc235385546]2.1 Soft Systems Methodology
Soft Systems Methodology (SSM) was selected to evaluate the proposed innovation because the challenge extends beyond technological implementation and involves multiple stakeholders with different objectives, priorities and expectations (Checkland, 1981). While customers seek convenience, product variety and reliable delivery, independent retailers require greater market access and commercially sustainable partnerships. ASOS must balance innovation with profitability, operational efficiency and brand protection. This complexity suggests that the proposed marketplace should be viewed as a human activity system, not a purely technical project. A traditional Hard Systems approach would be appropriate if ASOS were addressing a well-defined operational issue, such as warehouse optimisation or inventory forecasting, where objectives, inputs and outputs can be measured precisely. The proposed marketplace requires balancing competing stakeholder interests, making it difficult to define a single optimal solution from the outset. SSM provides a more appropriate framework because it acknowledges multiple perspectives and supports iterative learning throughout the innovation process (Checkland and Poulter, 2006). Applying SSM highlights a fundamental tension between platform expansion and service consistency. Increasing the number of participating retailers is expected to improve product diversity and strengthen network effects; however, uncontrolled expansion could also increase delivery delays, inconsistent product quality and customer dissatisfaction, ultimately weakening trust in the ASOS brand. Implementation should therefore prioritise controlled retailer onboarding supported by common quality standards, shared performance indicators and continuous monitoring rather than rapid platform growth. However, SSM does not itself determine financial feasibility or predict commercial success; it clarifies which stakeholder relationships must be managed but not whether the resulting transformation is commercially viable. It must therefore be complemented first by CATWOE analysis, which translates this stakeholder complexity into a defined transformation process, and subsequently by the Business Model Canvas, which evaluates whether that transformation can generate sustainable commercial value (Osterwalder and Pigneur, 2010).
Table 2.2: Application of Soft Systems Methodology to the Proposed Innovation
	Stakeholder
	Primary Objective
	Potential Conflict
	Proposed Management Response

	Customers
	Wider product choice, reliable delivery and high-quality service
	Increased retailer numbers may reduce service consistency
	Establish unified service standards and customer protection policies

	Independent UK retailers
	Greater digital visibility and increased sales
	Platform commission and compliance requirements
	Transparent partnership agreements and performance feedback

	ASOS
	Revenue growth, customer retention and brand protection
	Balancing rapid expansion with quality assurance
	Selective retailer onboarding and continuous quality monitoring

	Delivery partners
	Efficient fulfilment and predictable demand
	Multiple retailer locations increase operational complexity
	AI-supported logistics planning and standardised fulfilment processes


Source: Adapted from Checkland (1981), Checkland and Poulter (2006), and applied to the proposed ASOS marketplace model.

[bookmark: _Toc235385547]2.2 CATWOE Analysis
The findings from Soft Systems Methodology indicate that success depends on balancing multiple stakeholders' interests rather than maximising one organisation's objectives. CATWOE is applied at this stage because it converts that complexity into a precisely defined transformation process, something SSM's rich picture identifies but does not itself formalise (Checkland and Poulter, 2006). However, CATWOE assumes stakeholders can be clearly categorised into fixed roles, whereas in practice their interests may evolve throughout implementation; the framework therefore provides structure rather than certainty. Customers represent the primary beneficiaries, gaining access to a broader selection of products through a trusted platform while maintaining a consistent purchasing experience. Independent UK retailers act as the principal actors, supplying products and expanding market diversity, while ASOS owns the platform, setting operational standards and protecting brand reputation. The transformation converts a fragmented retail environment, where retailers struggle for digital visibility, into an integrated marketplace benefiting customers, retailers and ASOS simultaneously (Parker, Van Alstyne and Choudary, 2016). Successful transformation is constrained by external factors beyond ASOS's direct control, including consumer trust, retailer willingness to participate, data protection requirements, competition law and economic conditions (Information Commissioner's Office, 2025). The marketplace should therefore be introduced gradually through pilot partnerships, allowing ASOS to evaluate stakeholder responses before wider expansion — a phased approach consistent with the iterative principles of Design Thinking. Having established that the transformation is desirable and structurally coherent, the analysis now turns to the Business Model Canvas to determine whether it is also commercially viable.



Table 2.3: CATWOE Analysis of the Proposed ASOS Marketplace
	CATWOE Element
	Application to the Proposed Innovation

	Customers
	ASOS customers and independent UK fashion retailers

	Actors
	ASOS, partner retailers, delivery partners and technology providers

	Transformation
	From fragmented retail access to an integrated AI-enabled marketplace

	Worldview
	Digital collaboration creates greater value than isolated retail operations

	Owner
	ASOS plc

	Environmental Constraints
	Competition, GDPR compliance, retailer participation, economic conditions and customer trust


Source: Adapted from Checkland and Poulter (2006) and applied to the proposed ASOS marketplace.

[bookmark: _Toc235385548]2.3 Business Model Canvas
The proposed marketplace was further evaluated using the Business Model Canvas (BMC) to determine whether it is commercially viable and strategically aligned with ASOS. The BMC suits this stage because CATWOE established what the transformation should achieve, whereas the BMC tests whether it can be delivered profitably; its single-page structure suits an early-stage innovation where the model continues to evolve (Osterwalder and Pigneur, 2010). However, this suitability is also a limitation: because the canvas is deliberately high-level, it cannot itself analyse how stakeholders would behave once implemented, so it must be read alongside the stakeholder analysis already produced through SSM and CATWOE.
The proposed innovation extends ASOS's value proposition by combining its digital platform with products from selected independent UK retailers, giving customers a wider range of distinctive products without leaving the ASOS ecosystem while retailers gain market exposure and access to an established customer base. Commercially, the marketplace introduces revenue through commission fees, premium services and increased engagement, though these benefits depend on consistent service quality across retailers — illustrating that scalability must be balanced against operational control. Although the BMC identifies how the innovation generates and captures value, it offers limited guidance on implementation sequencing or organisational change, and does not evaluate stakeholder relationships or predict behavioural responses during rollout. It therefore complements rather than replaces Soft Systems Methodology: the BMC provides the commercial perspective, while SSM and CATWOE capture the organisational complexity that determines whether the model can actually be delivered (Checkland, 1981). The cost structure reflects platform development, AI integration, retailer management and compliance costs, weighed against projected commission revenue and the benefits of increased engagement (Teece, 2018).
Table 2.4: Business Model Canvas for the Proposed ASOS Marketplace
	Business Model Component
	Application to the Proposed Innovation

	Key Partners
	Independent UK fashion retailers, logistics providers, payment providers, AI technology partners

	Key Activities
	Platform management, AI recommendation, quality assurance, retailer onboarding

	Key Resources
	ASOS platform, customer data, AI capabilities, brand reputation

	Value Proposition
	Wider product choice through a trusted platform supporting independent UK retailers

	Customer Relationships
	Personalised recommendations, customer support, loyalty programme

	Channels
	ASOS website, mobile application, digital marketing

	Customer Segments
	Existing ASOS customers and digitally active UK fashion consumers

	Cost Structure
	Platform development, AI integration, retailer management, marketing

	Revenue Streams
	Product commissions, retailer subscription services, increased customer spending


Source: Adapted from Osterwalder and Pigneur (2010) and applied to the proposed ASOS marketplace.

[bookmark: _Toc235385549]2.4 Prototype Development and Testing Strategy
The proposed marketplace should initially be developed as a Minimum Viable Product (MVP) involving a limited number of selected independent UK fashion retailers. Rather than launching nationally, a pilot implementation would allow ASOS to evaluate customer acceptance, retailer performance and operational challenges before committing financial resources, reflecting Lean Innovation principles of reducing uncertainty through iterative refinement based on user feedback (Ries, 2011). The prototype should integrate into the existing ASOS website and app, letting customers browse marketplace products alongside ASOS inventory without changing their purchasing journey. AI would support recommendations by analysing preferences and matching users with relevant retailers, enhancing decision-making rather than replacing it, so customers retain control while benefiting from improved product discovery (Brynjolfsson and McAfee, 2017). The success of the pilot should be evaluated using measurable performance indicators rather than adoption alone. Customer satisfaction, conversion rates, repeat purchases, retailer retention and delivery performance provide a more comprehensive assessment of effectiveness than sales revenue in isolation (Brown, 2009). If pilot results fail to demonstrate improvements across these indicators, the platform should be refined iteratively before wider implementation — an approach consistent with Design Thinking, where feedback informs continuous improvement rather than marking the end of the process.
Table 2.5: Prototype Testing Plan
	Objective
	Measurement

	Customer acceptance
	Customer satisfaction score and Net Promoter Score (NPS)

	Commercial performance
	Conversion rate and average order value

	Retailer engagement
	Number of active retailers and retention rate

	Operational efficiency
	Delivery time and order accuracy

	Platform quality
	Customer complaints and product return rate


Source: Adapted from Brown (2009) and Ries (2011).

[bookmark: _Toc235385550]2.5 Sustainability Assessment
The proposed marketplace contributes to sustainability by creating economic, social and environmental value rather than focusing solely on commercial performance. This reflects the Triple Bottom Line approach, which argues that long-term organisational success depends on balancing financial performance with social and environmental responsibility (Elkington, 1997); however, unlike SSM or CATWOE, it offers no mechanism for resolving the trade-offs between these three dimensions when they conflict. Economically, the marketplace enables ASOS to diversify revenue through retailer commissions while expanding product availability without additional inventory investment; independent retailers benefit from increased market access and lower acquisition costs, strengthening the resilience of UK small businesses (OECD, 2021). Socially, the innovation supports local entrepreneurship by giving retailers access to ASOS's digital infrastructure and customer base, though ASOS must apply transparent selection criteria to avoid excluding smaller businesses with limited technological capability (Freeman, 1984). Environmental benefits may arise through more localised fulfilment and improved product matching, potentially reducing unnecessary transportation and product returns; however, these benefits are not guaranteed, since fragmented logistics or increased packaging among multiple retailers could instead worsen environmental performance. Sustainability outcomes therefore depend on effective operational coordination rather than on the marketplace model alone, making continuous monitoring of sustainability indicators essential to ensure commercial expansion does not undermine long-term environmental and social value.
Table 2.6: Sustainability Assessment
	Dimension
	Potential Benefits
	Potential Challenges

	Economic
	New revenue streams, increased retailer sales, lower inventory investment
	Platform management costs

	Social
	Supports UK independent retailers, improves customer choice
	Fair retailer selection and digital inclusion

	Environmental
	Potential reduction in transport distances and product returns
	Increased packaging and logistics complexity


Source: Adapted from Elkington (1997) and applied to the proposed ASOS marketplace.

[bookmark: _Toc235385551]2.6 Risk Assessment
Although the proposed marketplace presents strategic opportunities, its success depends on managing several operational and strategic risks; unlike the frameworks used earlier, risk assessment offers only a static, point-in-time view and must be revisited iteratively as the pilot progresses (Ries, 2011). The principal risk is maintaining consistent service quality across independent retailers, since variations in delivery, product quality or customer service could damage perceptions of the ASOS brand. Participation should therefore be conditional on meeting predefined performance standards, with regular monitoring. A second risk concerns data privacy and cybersecurity. The proposed AI recommendation system relies on customer data to generate personalised recommendations, requiring full compliance with the UK General Data Protection Regulation (UK GDPR). Failure to protect customer information could result in regulatory penalties and reputational damage, reducing customer trust in the platform (Information Commissioner's Office, 2025). Investment in cybersecurity infrastructure, transparent data governance and regular independent audits would substantially reduce this exposure. Commercial risk should also be considered. Independent retailers may be reluctant to join if commission rates seem excessive or platform requirements too restrictive; conversely, low participation would reduce product variety and weaken the network effects that underpin platform business models (Parker, Van Alstyne and Choudary, 2016). ASOS should therefore adopt a phased strategy, using pilot partnerships to evaluate retailer engagement before national expansion; the risks remain manageable provided robust governance and continuous monitoring are embedded from the outset.







Table 2.7: Risk Assessment Matrix
	Risk
	Likelihood
	Impact
	Mitigation Strategy

	Inconsistent retailer service quality
	Medium
	High
	Retailer selection criteria, service standards and continuous performance monitoring

	Data privacy and cybersecurity
	Low
	High
	UK GDPR compliance, cybersecurity investment and regular audits

	Low retailer participation
	Medium
	Medium
	Competitive commission structure and phased onboarding

	Customer resistance to marketplace
	Low
	Medium
	Pilot testing, customer feedback and iterative improvements


Source: Author's assessment based on Parker, Van Alstyne and Choudary (2016), Information Commissioner's Office (2025) and ASOS plc (2025).

[bookmark: _Toc235385552]2.7 Recommendations
The analysis indicates that the proposed AI-enabled local marketplace offers the strongest strategic fit for ASOS because it creates value for customers, independent retailers and the organisation simultaneously. Successful implementation will depend on a phased and governed approach rather than rapid expansion: ASOS should initially launch the marketplace as a pilot involving a limited number of carefully selected UK fashion retailers, evaluating customer acceptance, retailer performance and operational effectiveness before committing financial resources, consistent with the iterative principles of Design Thinking (Brown, 2009).
To protect customer trust, ASOS should establish rigorous retailer selection criteria covering product quality, delivery performance, sustainability standards and customer service, with continuous monitoring through predefined Key Performance Indicators (KPIs) to identify operational issues early and maintain consistent service quality across the platform. Such governance is essential because platform growth should not compromise the brand reputation that differentiates ASOS within the online fashion market (Parker, Van Alstyne and Choudary, 2016), and selection criteria should be transparent, consistently applied and periodically reviewed as the platform evolves. Artificial intelligence should be implemented to enhance customer decision-making through personalised product discovery and retailer matching not replacing human choice (Brynjolfsson and McAfee, 2017). ASOS should evaluate the marketplace using a balanced set of financial and non-financial indicators, including customer satisfaction, retailer retention, conversion rates, delivery performance and sustainability outcomes. This would support continuous improvement while ensuring that commercial growth remains aligned with long-term strategic and stakeholder value creation.
Table 2.8: Key Recommendations
	Recommendation
	Priority
	Expected Outcome

	Launch a pilot marketplace with selected UK retailers
	High
	Reduces implementation risk and validates customer demand

	Introduce retailer quality standards and KPI monitoring
	High
	Protects customer trust and brand reputation

	Use AI for personalised product discovery and retailer matching
	Medium
	Improves customer experience and engagement

	Monitor financial, operational and sustainability performance
	High
	Supports continuous improvement and long-term competitiveness


Source: Author's recommendations based on Brown (2009), Parker, Van Alstyne and Choudary (2016) and ASOS plc (2025).

[bookmark: _Toc235385553]2.8 Conclusion
This report applied Design Thinking to identify and evaluate an innovative digital opportunity for ASOS within the UK online fashion industry. The analysis demonstrated that the company's greatest opportunity lies not in further enhancing existing AI capabilities or expanding circular fashion initiatives, but in developing an AI-enabled marketplace that connects customers with selected independent UK fashion retailers. Compared with the alternative concepts considered, this solution provides stronger strategic differentiation by addressing unmet stakeholder needs while extending ASOS's existing digital ecosystem (Brown, 2009; Parker, Van Alstyne and Choudary, 2016). The application of complementary frameworks showed that these tools function cumulatively rather than independently: SSM identified the stakeholder complexity surrounding the marketplace, CATWOE translated this complexity into a defined transformation process, and the BMC assessed whether that transformation could generate commercial value. Together, they showed the innovation is desirable for customers, commercially viable for ASOS, and capable of generating wider economic and social value, while depending upon effective governance, stakeholder collaboration and continuous monitoring (Checkland and Poulter, 2006; Teece, 2018). The proposed marketplace is a realistic, strategically aligned innovation supporting ASOS's long-term growth while strengthening customer value, supporting independent UK retailers and enhancing competitive advantage in a dynamic digital retail environment. Continuous evaluation will be essential to keep the platform responsive to changing expectations and market developments (Vial, 2019). The value of this analysis lies not only in its recommendation but in its methodological approach: combining Design Thinking with systems-thinking tools provides a richer, more robust basis for innovation decisions than either framework alone (Johansson-Sköldberg, Woodilla and Çetinkaya, 2013).
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