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1.0.	Executive Summary of the International Business Plan.

As part of the management team of Royal Ahold a Dutch chain Supermarket 
headquartered in Zandaam, Netherlands, it was discussed during the last meeting in 
February 2017 of the possibility to expand Royal Ahold internationally and to enter 
the new market in South Africa.  In order to find out whether this is visible, I have carried 
out some market research and risk assessment using secondary research from 
scholarly websites, journals, academic books and also a risk assessment to provide 
feedback in form of a Power Point Presentation to the CEO/Senior Management team 
of Royal Ahold so that a final decision to expand to South Africa can be made.  The 
presentation will highlight the most relevant aspects of the research and highlight 
potential risks.  For the purpose of this report, I will use Ahold.

“South Africa is known as the ‘engine of growth’ for the African continent generating 
45% of the continent’s GDP from only 10% of its population and its ranked 
29th in the world on its economic output making it one of the 10 leading emerging 
Markets and also offers a sophisticated business environment in terms of 
infrastructure, legal system, telecommunication systems and financial services” Wyk et 
al (2004).  Evidence has shown that South Africa coming from an apartheid era has 
“undergone political and economic transformation and the ANC democratically elected 
government has embarked on extensive economic recovery programs”, Wyk et al, 
(2004).  “South Africa has immense potential as an investment destination, with a highly 
developed economic infrastructure and one of the most promising and vibrant emerging 
market economies across the globe and accounts for 40% of the entire African 
continent industrial output”, Startupoverseas (nd). 

“The legal and market environment is highly favourable, the country has a well-
developed financial, legal, communications, energy and transport sectors, moreover, 
the South African economy has been growing substantially prior to the global economic 
meltdown”, Startupoverseas (Nd).  This entails in my view that South Africa is a good 
entry choice for Ahold to expand its business with a good entry mode.
Foreign market research and risk assessment and mitigation on South Africa has been 
carried out to “obtain information on how much products are being sold, who is buying, 
why they are buying and the consumer pattern”, Financial Times (Nd).  Having said this, 
“customer intelligence or the collection and analysis of customer data is largely used for 
improving customer relationships”, Havard Business Review (2012). 
 
An international Business Plan has been written using secondary research and 
“the foreign market entry plan and all steps to be taken in order to succeed in 
international business which include the entry mode, international business strategy 
and international marketing plan have been considered in order to succeed in the 
international business expansion to South Africa”.

2.0.  Introduction.

Royal Ahold or Albert Heijn was founded by Albert Heijn and his Wife in 1887 who opened 
a small grocery store in Oostzan, the Netherlands.  The grocery store prospered and soon 
became a chain under the name Albert Heijn.  In 1973, the company changed its name to 
Ahold N.V. and entered the health care beauty market.  Royal Ahold a Dutch supermarket 
chain is the world’s tenth largest grocery chain and operates more than 1,500 
supermarkets in the Netherlands, making it Holland’s largest food retailer. “The company 
operates stores in Portugal, Spain, Belgium and the Czech Republic” Ahold (2018).  

3.0.  International Business Organisational Structure.

Brown (2017) suggests that “for large multinationals, you will generally have a matrix 
organization structured around geography and business function”.  
“Ahold Delhaize has a two-tier board structure with a Supervisory Board and Management 
Board that are accountable to the shareholders and Ahold’s Management Board has 
ultimate responsibility for the overall management of Ahold Delhaize with the Supervisory 
Board supervising and advising the Management Board” Ahold (2018, p.57).  

4.0.  Foreign Market Research.

According to a survey report carried out by Mckinsey (2016), “over the past decade, more 
than three and a half million South Africans have been lifted out of extreme poverty and as 
[bookmark: _GoBack]of 2015, the country’s consuming class grew to encompass about nine million households, 
accounting for $191 billion in private consumption”.  “Despite this expansion of the 
consumer pool, private consumption in South Africa has been growing at a fairly subdued 
annual rate of 2.8 percent over the past five years and a mere 1.6 percent in the past year, 
slower than Africa’s other major economies”, Mckinsey (2016).  In my opinion, this could 
be due to inflation which could impact on consumer goods prizes.  

“South African consumers are under tremendous financial pressure due to higher prices 
and to buy what they need, many South Africans have had to dig into savings or make 
purchases on credit” Mckinsey (2016).  Looking at the consumer pattern of the South 
African consumer Ahold should take action and position itself for success by mitigating the 
consumer flaws in South Africa as shown in the table below: -

4.1. Table on Foreign Market Research below:

	Market Research on South Africa
	Managerial response/Mitigation

	
	

	· “Consumers’ financial instability in contrast to the rising confidence of consumers in other parts of the world”, Mckinsey (2016).  This implies in my view that South Africans would not willingly spend but would rather save more. 
	· Ahold needs to offer low prices especially for things consumers like to buy the most and “emphasizing not just the emotional attributes of a product but its functional benefits as well”, Mckinsey (2016). 

	· The South African consumers are proactively looking for savings and ways to save money by reducing their spending patterns, “more than 75% of South Africans agreed that they were looking for ways to save money”, Mckinsey (2016).
	· “Invest in advanced revenue management (RGM) and analytical talent” which implies that Ahold would be able to easily answer data driven questions about packaging and promotions and based on the insights Ahold can then devise granular strategies for its brand, pricing, and tailor-make them for each geographic region, Mckinsey (2016). 
   

	· Brand loyalty.  “South Africans are brand loyal and modify their buying behaviour when it comes to brands”, Mckinsey (2016). 
	· Ahold must give reason for consumers to buy its products, for instance H&M, a fashion apparel retailer is reputable for offering fast fashion at competitive cheap prices and has won the consumers’ hearts. 

	· 21 percent of South African consumers, compared with only 12 percent of consumers globally, reported trading down which imply opting for cheaper brands instead of their preferred brands, Mckinsey (2016)-that is, buying cheaper brands or private-label products instead of their preferred.  brands. In my opinion Ahold has to be careful that they don’t abandon her products.  
	· “Ahold should consider developing a low-priced offering aimed at down-traders and mass consumers”, Mckinsey (2016). 

	· “South African consumers look for discounts and shop across channels”, Mckinsey (2016). 
	· Ahold should be “crystal clear about who its target consumer is, and define a truly differentiating value proposition”, Mckinsey (2016).  Having said this, Ahold should carry out consumer research and use social media to gather data and be able to answer “questions like what consumers care to buy and what not or to understand the consumer segments”, Mckinsey (2016). 


	· South Africa’s position as a stepping stone for developing market opportunities in Sub-Saharan Africa. 

	· Ahold’s marketing mix should anticipate this medium-term option.  




5.0.	Risk Assessment.

Risk Assessment can be defined as “tracking market and non-market long range risks, 
understanding their adverse impact on the business environment and managerial 
responses to reduce risk exposure”, Wyk et al (2004).  This implies that as an emerging 
market, “South Africa poses a challenging array of long-term political, economic, financial 
and operational risks to investors and also concerns about increased costs, limited 
capacity to enforce the rule of law, a volatile currency all heighten uncertainty about the 
business environment”, Wyk et al (2004).  According to an OECD Report (2017), “the 
South African economy faces many structural challenges like high inflation, high public 
debt constraints, low growth, high unemployment rate, high crime rates, health problems 
including HIV/AIDS, poor electricity supply which has slowed down growth, minimum 
wage, skills shortage are key bottlenecks to growth and inclusiveness”, facing South 
Africa.  In my opinion, the Government should try and combat some of the problems at 
hand by considering granting student loans to further their education, minimum wage for 
everyone, and perhaps develop apprenticeship and internship programmes to increase 
youth inclusion”, OECD (2017; p.17).  A World Bank report (1996) argues that “to resolve 
South Africa’s pressing unemployment problems, the country urgently needs to move 
towards a more labour-demanding pattern of growth, it is however important that there be 
enhanced opportunities for business participation by historically excluded segments of 
society”.  

In order to ensure success in the new expansion, Ahold needs to consider mitigating and 
managing the risks by working out managerial responses including a matching entry 
mode with risk tolerance, superior intelligence and lobbying, maintaining low tolerance for 
corruption and preserving shareholder and stakeholder interests”, Wjk et al (2004). The 
table below shows the risks and managerial response/mitigation.

5.1.	TABLE ON RISK ASSESSMENT.

Please see Appendix I.





6.0.	Entry Mode.

According to the Guardian (2014), “the best way to enter a business is by joint 

venture/partnership and it is important to understand the regulations attached to the 

business sector in South Africa and through a joint venture or partnership which in my 

opinion will allow time to be familiar with the market through someone who’s already 

familiar with it and can also create a good image of the company on the local market.  

Bartlett (2011, p.567) defines an international joint venture “as being a company owned by 

two or more firms of different nationality and may be formatted from a starting or 

(greenfield) basis or may be the result of several established companies deciding to merge 

existing divisions and the purpose is to allow partners to pool resources and coordinate 

their efforts”.  This Implies that joint ventures can be a rapid and very effective mechanism 

for “strategic growth and can enhance fast access to new skills and technologies, secure 

production capacity and lower cost production, offer access to both local and distant 

markets and offer ways of creating economies of scale and market power”, Forbes (2013).  

Brackman (2006, p.358) suggests “that the impact of cultural distance on multinational 

behaviour includes cultural distance as one of the explanatory variables when modelling a 

multinational ‘s foreign entry choice such as the entry of multinationals in foreign markets”. 



 Royal Ahold can use “international joint venture as an entry mode to international 

business and also take advantage of the availability of cheaper resources including labour 

force, natural resources and security supply sources, “Wattanasupachoke (Nd).  The 

advantage could be that the high “entry costs could be shared and the risk could be 

divided between the exporter and the partner”, Wach (2012, p.101-103).  The 

disadvantages could be “potential conflicts of interest of the exporter and the partner/firm– 

complicated registration procedures”, Watch (2012).  Royal Ahold could most likely look for 

partners among current competitors or overseas firms “in new geographic markets with 

good local market knowledge” Bartlett (2011,p. 568) for success as this would be an 

advantage to the business.  According to Bartlett (2018,p.568), “international joint ventures 

can be used to achieve one of four basic purposes to strengthen a firm’s existing products 

into new markets, to obtain new products that can be sold in the firm’s existing markets 

and to diversify into a new business” as illustrated below.  


6.1.	Motives for international joint venture.


Forbes (2013) explains that “joint ventures can be a rapid and very effective mechanism 
for strategic growth and could enhance fast access to new skills and technologies, secure 
production capacity and lower cost production, offer access to both local and distant 
markets and offer ways of creating economies of scale and market power”.

Royal Ahold’s entry mode can also be through licensing which entails that sales abroad of 
rights covered by a patent or design or any intellectual property to be used for commercial 
purposes.  Advantages can be that it has “low entry costs, low financial risk, ensuring a 
steady income, a strong presence in foreign markets by commercial brand and logo and 
does not require a large commitment of staff” Forbes (2018).  “Disadvantages can be 
possibility to lose control and know-how, threat of disloyalty of the licence and lack of 
control over the maintenance of the quality”, Forbes (2018).

[bookmark: _Hlk7476405]6.2. 	International Business Strategy.

Ahold’s foremost strategy “should be product development, new products and models 
to generate an increase in revenue for the company is a little riskier as it is uncertain how 
the market will take to it. Insights into the needs of the customer are imperative as well as 
successful innovation”, Forbes (2018).  In my opinion, the risk can extend further in product 
development “due to the perils which could come from chasing too many opportunities as 
well as currency fluctuation”, research is in my opinion required for this strategy as cultural 
differences can shape the South African market assuming your product will be accepted 
there”, Forbes (2018).
The Business-to-you Journal (2017) explains that due to increasing globalisation, even 
smaller countries have been able to cross national borders and do business abroad and 
that an often used framework to distinguish multiple forms of internationally operating 
businesses is the Bartlett & Ghoshal Matrix (1989) which clustered these businesses into 
global integration and local responsiveness criteria which implies that businesses that are 
highly globally integrated have the objective to reduce costs as much as possible by 
creating economies of scale through a more standardized product offering world-wide as 
shown hereunder: -

6.3.  The Bartlet & Ghoshal Matrix. 

[image: https://s3-eu-west-1.amazonaws.com/tutor2u-media/subjects/business/blogimages/strategy-bartlett-ghoshal-model.png?mtime=20160810145926]
Bartlett & Ghoshal Model of International Strategy

Royal Ahold can operate as a multi-domestic low integration and high responsiveness 
strategy with the aim of meeting the needs and requirements of the local market in South 
Africa by customizing and tailoring its products and services extensively and will have little 
pressure for global integration, Bartlett (2011).  Royal Ahold should consider having a 
“decentralised structure independent from the headquarters and operating autonomously 
as in the case of Nestle which operates as a multi-domestic company and uses a unique 
marketing and sales approach for each of the local markets it operates in world-wide by 
customizing and tailoring its products and services and adapting to local taste”, B2u (2014).  

Bartlet (2011, p.111) explains “global economies are one of the main rationales for 
international expansion through difficult to attain in many businesses are particularly 
elusive in food retailers.  Royal Ahold known for its 2003 scandal in which its CEO and 
CFO resigned and its sale of most of its US operations in 2007 under pressure from 
dissatisfied minority share owners due to its failed ambitious globalization strategy which 
lacked integrated systems and processes needed to secure global benefits helped conceal 
the company’s financial irregularities Bartlett (2011,p.111).  Bartlett further argues that a 
globalisation strategy is a blanket requirement for doing business which in turn leads many 
companies to insufficiently scrutinize their proposed global initiatives as in the case of 
Royal Ahold’s downfall”.
[bookmark: _Hlk7476468]
7.0.	International Marketing Plan

The American Marketing Association (AMA) defines international marketing as being ‘the 
multinational process of planning and executing the conception, pricing, promotion and 
distribution of ideas, goods, and services to create exchanges that satisfy individual and 
organizational objectives."  Kotler & Armstrong (2017, p.5) suggests that marketing is the 
process by which companies create value for customers and build strong customer 
relationships in order to capture value from companies in return.  

According to Lavinsky (2013), ‘to grow a business, you need a marketing plan and the 
right marketing plan identifies everything from who your target customers are to how you 
will retain your customers so they repeatedly buy from you”. This implies that the 
marketing plan is a roadmap to be followed to reach unlimited customers and also to 
achieve competitive advantage and success for the business.  

6.1.	Introduction of Ahold Delhaize 

Royal Ahold Delhaize is an international food retail group and is headquartered in 
Zandaam and was formed in 2016 after the merger of Ahold and Delhaize Group,   
Ahold (2018).   Ahold’s “shares are listed on Euronext Amsterdam and Brussels with ticker 
symbol AD, the company trades also in the USA on the OTCBB with the symbol ADRNY.  
For Fiscal Year 2018, the company reported Net Sales of €62.8 billion and an operating 
income of €2.37 billion”, Ahold (2018).

CORPORATE GLOBAL VISION AND GOALS 

[bookmark: _Hlk7476703]6.2.	Mission statement.

Ahold Delhaize’s mission statement revolves around the building of great local brands and 
bringing fresh inspiration every day.  This is stated in its business model to invest 
customer proposition.

[bookmark: _Hlk7476778]6.3.	Values.

Ahold’s values include putting the customer first, doing what’s right, loving what we do, 
making ideas happen and getting better everyday.

6.4.	Vision.

Ahold’s vision is to make better choices, better value and better life everyday.
 
6.5. 	Target Market Segments.

Ahold’s target segment will expand due to its global expansion. The population target of 
Ahold includes customers starting from middle to elite class customers and all customers.

6.6.	Offers.

Special offers, discounts and bonus points.

6.7.	Marketing materials

Websites, print brochures, catalogues, social media etc.

6.8.	Promotional strategy.

To reach customers through TV, adverts, social media and event marketing

6.9.	Online marketing strategy.

Forbes (2013) suggests that “customers go online these days to find and or review new 
products/services to purchase” which implies that the right online marketing strategy is 
critical to securing customers.

6.9.1.	Conversion Strategy.

According to Forbes (2013), “showing past reviews from satisfied customers will always 
boost conversion and sales”. 

6.9.2.	Joint ventures and strategies.

Lavinsky (2013) defines joint ventures and partnership as “being agreements forged with 
other organisations to help reach new customers or better monetize existing customers”.  
Ahold can think of partnering with successful companies in South Africa and see which 
companies sell well and could make good partners like Walmart in my opinion.

7.0.	Ahold Delhaize N.V. SWOT Analysis.  

Please see Appendix II.

7.1.	Competitors.

Ahold’s competitors include “Carrefour, Walmart, Kroger, Colruyt Group, Wakefem and 
Trader’s Joe’s”, Ahold (2018).

7.2.	Marketing Objectives.

The Guardian (2016) suggests that “each country, market, demographic and lifestyle is 
different and marketers must tailor strategies to local trends by identifying demands shared 
by consumers on a global scale marketers and brands can plan for the future”. This 
implies that in the modern world, the demand for convenience is the driving force behind 
consumer behaviour and trends seen across the globe, no one size fits all.  

The marketing objectives for Ahold are:

· To expand in the global market.
· Incorporate technology and innovation to maximize extent to attain the desired standard required by customers.
· Talent management and training programs.
· Availability of products on the shelves.


7.3.	The Ansoff Matrix

Forbes (2018) explains that “according to the Ansoff Matrix, there are four strategies to grow 
your company, each with a different level of risk, market penetration is the safest course to 
take because you already know the products and the market” that you will be targeting in 
this case South Africa. Selling more products to an exciting customer, finding new 
customers within these markets or widening the range of exciting products requires little 
research and risk, but can it achieve your businesses growth objectives. Lowering prices to 
compete with competitors may not work for everyone like it has done for Walmart and 
Costco.  In my view, Ahold should like Apple use aggressive marketing campaigns for selling 
its products in the new foreign market.  Market development doesn’t have “to be 
globalization, it’s about the need to be able to keep up with the requests of your new 
customers and at a speed, this does not just mean employing the right staff but ensuring 
manufacturing can handle the extra order” Forbes (2018).  Below the Ansoff Matrix.

Figure 1: The Ansoff Matrix
[image: Ansoff Matrix Diagram]
Source: https://www.mindtools.com/pages/article/newTMC_90.htm

Ahold can also Introduce loyalty scheme, launch price or special promotions, increase 
sales force’s activities and use the BCG Matrix to check which products require further 
investment and which ones to be discarded.

8.0. 	MARKETING MIX.

8.1.	Product.

Ahold will need to understand the deep-seated drivers of perception and behaviour of 
customers in South Africa and develop products that appeal to those drivers.

8.2	Price.

Price will vary according to the product.  Ahold will need to consider the competitor’s price 
strategy and profit margins before deciding the cost price of any article.

8.3.	Place. 

Ahold is a global retailer and is serving its products in global markets in Europe, United 
States, Netherlands, Belgium and Indonesia.

8.4	Promotion.

Promotion can be done through electronic social media, print media, bill-boards, mouth to 
mouth, sign boards and advertisements.

9.0.	ANALYSIS.

A PESTLE analysis will be used to examine situations South Africa is currently experiencing 
that may affect businesses within it.  Kiesha (2016) suggests that “Political factors involving 
corrupt politicians in South Africa can cause inconveniences for new businesses (depending 
on the politician’s personal agenda) until they are removed from their positions”. This implies 
that this can put a damper on those attempting to build a business in South Africa. Looking 
at the Economic factors, “the South African currency Rand, is at an all time low which could 
pose a threat to Ahold’s business expansion due to its fluctuations and can also cause 
strikes by workers due to high prices for commodities as has been the case which is not 
promising for new businesses”, Keisha (2016).  This shift leads to Social factors due to the 
“depleted currency and unemployment which depletes the buying power of the consumers.  
Technological factors also affecting foreign multinationals in South Africa are stagnated 
technological advancements due to the devalued Rand”, Keisha (2016).  Ahold needs to 
invest more in technology and rely on Artificial Intelligence.  Legal factors like labour laws 
and Value Added Tax (VAT) have an effect on businesses expanding to South Africa as well 
as customs and excise duty, capital gains tax and levy.  Environmental factors include good 
location but the weakened economy is a draw back.

10.0.	RECOMMENDATIONS

· Partnering with a local partner or strategic alliance can lower risks, entry costs as 

they can be shared, provide additional competencies which might not be developed 

internally.  The drawback can be negative synergy effects on the organisation as can be 

hard to manage from outside.


· Manage macroeconomic instability, Ahold can invest heavily in its own 

business ecosystems by providing financing to its suppliers, vertically integrating its supply 

chains, and developing its own sources of power and water and also investing in artificial 

intelligence.


· To manage political and economic risks, Ahold can have local representation 

among its shareholders and board members and to invest actively in the communities.

Invest in training programs for existing talent, offer internship or apprenticeship programs, 

and follow several other critical talent-development practices which is critical for long-term 

success.


11.0. 	CONCLUSION.

It can be concluded that if Ahold has to succeed in its foreign expansion to South Africa, it 
“should conduct market research and risk analysis to identify risks, unmet and unknown  
customer needs, resources and special skills and create products that can fulfil 
prospective customers”, Blue Ocean (Nd).  Ahold can also look at the retail market and 
look at the competitors’ strategy to be able to increase sales in the new South African 
market which can be enablers for Ahold.
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Appendix I

10.0.	Table on Risk Assessment of South Africa.  

	Risk
	Impact on Ahold
	Managerial response/Mitigation
	

	
	
	
	

	Political: “Corruption is a long-term issue for firms in South Africa due to conflict of interest in government procurement contracts and Insufficient capacity to enforce law and order”, Wijk et al (2004). 
South Africa’s political arena 
Is dominated by the one Party 
ANC. 






Economic: “High unemployment levels, the government is putting in place Industrial reforms to include tariff reforms, promoting SME’s initiatives to upgrade skills and foster development with firms”, World Bank (1996).
	“When bribes rather than competition determine winners, investment in innovation ceases to be worthwhile”, Havard Business Review (2011).




“Undermines investor confidence, Wyk et al (2004).
	Ahold can mitigate by “adopting choices about entry mode, lobbying political decision makers, intelligence about unfolding events, low tolerance for corruption, financial instruments and balancing shareholder and stakeholder interests”, Wyk et al (2004).
Ahold can invest in talent and knowledge retention, have HIV/Aids policy program in place to promote inclusion and no discrimination.
	

	
BEE Policy: “The South African government supports a broad-based Economic Empowerment (BEE) policy to increase Blacks’ share in business ownership and economic wealth” Wyk et al (2004).  
	
This has proven risky to investors as seen in the “SASOL dispute against the BEE policy which warned that SASOL shareholders would have to sale a part of the company assets to finance BEE partners in their acquisition of a 25% stake in the company”, Wijk et al (2004). 

	
Ahold can also contribute “to government-led initiatives such as vocational training to make continuous progress towards sustainability of the business” and the benefit of this can be linked with driving business value, assessing market opportunities and building competitive positioning and brand value”, Guardian (2019).
	

	Operational: “Labour Market rigidity with restrictive labour policies which can impact on the business ability to cut costs by laying off workers to increase profitability, high levels of violent crimes including xenophobia attacks for employee security and the Hiv/Aids pandemic.   


Financial: “Volatile forex market and high interest and inflation rates can be higher”, Wyk et al (2004). 
	Can deplete human capital, skills shortage and experience”, Wyk (2004).



Consumer prices on “supermarket goods can increase”, Financial Times, (ND)
	Ahold can invest in talent and knowledge retention, have Hiv/Aids policy program and no discrimination.


Ahold needs to actively monitor the business changes to see the threats coming put measures in place especially in this VUCA world.
	

	
	
	
	

	
	
	
	

	
	
	  
	

	
	
	
	















Appendix II.

SWOT ANALYSIS OF ROYAL AHOLD N.V. 

	Strengths 

- Talent management and skill development: The human resources at Ahold are integral to the success of the company and design training skills for the work force.  


- Diverse Revenue models 
Ahold has over the years established viable businesses outside the industry which has- enabled the retail company to develop a diversified revenue stream beyond Services sector and Retail (Grocery) segment.

- Strong brand recognition - Ahold Delhaize products have strong brand recognition in the Retail (Grocery) industry. This has enabled the company to charge a premium compare to its competitors in Retail (Grocery) industry.



- First mover advantage in the increasingly crowded market place. The new products are rapidly increasing Ahold Delhaize market share in the Retail (Grocery) industry.
- Brands catering to different customers segments within Retail (Grocery) segment- 
Ahold’s extensive product offerings as part of its strategy has enormously helped the company to penetrate different customer segments in Retail (Grocery) segment as well as enabled it to diversify revenue streams.

- High profit margins
As compared to the industry Retail competitors, Ahold is still racking high profit margins despite low on profitability ratio.
	Weaknesses

- Business Model of Ahold: Can be easily imitated by the competitors in the industry. Ahold needs to build a platform model that can integrate suppliers, vendors and end users to overcome these challenges.

-Gross Margins and Operating Margins:  Needs to be improved and as it can in the long run put pressure on Ahold’s financial statement.




- Extra cost of building new supply chain and logistics network - Internet and Artificial Intelligence has significantly altered the business model in the Services industry and given the decreasing significance of the dealer network Ahold Delhaize has to build a new robust supply chain network. That can be extremely expensive.

- Loyalty among suppliers is low - Given the history of Ahold Delhaize coming up with new innovations to drive down prices in the supply chain.


- Declining per unit revenue for Ahold Delhaize:   competition in the industry is putting downward pressure on Ahold’s profitability. Ahold should therefore assess objectively the present value propositions of the various products.
 


- Low investments into Ahold’s customer- oriented services - This can lead to competitors’ gaining advantage so Ahold needs to consider increasing its investment in research and development and more so in customer service-oriented applications.


	
OPPORTUNITIES

- Lowering of the cost of new product launches through third party retail partners and dedicated social network. Ahold Delhaize can use the emerging trend to start small before scaling up after initial success of a new product.




-Trend of customers migrating to higher end products:  A great opportunity for Ahold as the firm has strong brand recognition in the premium segment, customers have experience with excellent customer services provided by Ahold Delhaize brands in the lower segment. It can be a win-win for the company and provides an opportunity to increase the profitability.

- Accelerated technological innovations and advancement:  Improving industrial productivity, allowing suppliers to manufacture vast array of products and services can help Ahold to significantly venture into adjacent products. Invest in research and development, AI and technological trends.

- Well-developed consumer protection rules and, recently, better enforcement in South Africa.


- Lower inflation rate:  The low inflation rate bring more stability in the market, enable credit at lower interest rate to the customers of Ahold Delhaize. This will increase the consumption of Ahold Delhaize products.







- Local Collaboration:  Tie-up with local players can also provide opportunities of growth for the Ahold Delhaize in international markets. The local players have local expertise while Ahold Delhaize can bring global processes and execution expertise on table.


- Customer preferences are fast changing - Driven by rising disposable incomes, easy access to information, and fast adoption of technological products, customers today are more willing to experiment / try new products in the market. Ahold Delhaize has to carefully monitor not only wider trends within the Retail (Grocery) industry but also in the wider Services sector.

	
THREATS

- Political, economic, and regulatory factors that affect foreign businesses adversely which include persistent reports about corruption and ineptitude in high government circles that reached a crescendo in 2017 under the administration of then-President Jacob Zuma, significant unemployment, violent crime, insufficient infrastructure, and poor government service delivery to impoverished communities.

-Commoditization of the product segment - The biggest challenge for Ahold Delhaize and other players in the industry is the increasing commoditization of the products in Services industry.



- Competitive pressure: - Low and new product launch cycles in the Services industry has put additional competitive pressure on Ahold.   Ahold is unable to respond quickly to the needs of the niche markets that disruptors are focusing on due to the large customer base. Ahold should adapt its strategy to gain market share.

- A potentially volatile rand-dollar exchange rate (the rate tends to be very predictable over the medium term – its volatility can spike in the short term);
-Broad-Based Black Economic Empowerment (B-BBEE) policies in South Africa: Aimed at redressing economic imbalances among historically disadvantaged communities to facilitate socio-economic transformation, specifically to increase the number of black South Africans that either own or manage companies.  B-BBEE requirements demand due consideration by all firms planning to do business with the South African Government, but also within the general business community
Ahold can implement “equity equivalent” programs that emphasize training and development of local companies

- Saturation in urban market and stagnation in the rural markets: For Ahold Delhaize this trend is an ongoing challenge in the Retail (Grocery) segment. One of the reasons is that the adoption of products is slow in rural market. Secondly it is more costly for Ahold to serve the rural customers than urban customers given the vast distances and lack of infrastructure.

- Changing demographics: - The result of the baby-boomers retiring and an adverse effect giving way to the new generation finding it hard to replace their purchasing power. The effect of this development can lead to higher profits in the short run for Ahold but reduce profit margins in the long run as people are less brand loyal and more open to experimentation.

- Mistrust of institutions and threat for legal action against Ahold.  

The WTO regulations and laws are difficult to enforce in various markets and legal proceedings have become costly and a tireless and expensive procedure which can ultimately lead to less investment into emerging markets by Ahold which could slow growth.




Figure 3.  Source: Blue Ocean http://blueoceanuniversity.com/frontpage/swotcoanalysis/7811-ahold-delhaize.
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