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Introduction
Digital transformation is reshaping how organisations create value, compete and respond to changing customer expectations. For UK small and medium-sized enterprises (SMEs), adopting digital technologies has become increasingly important for improving efficiency, strengthening competitiveness and supporting long-term growth. However, many SMEs continue to face barriers including limited financial resources, fragmented digital systems and a lack of specialist expertise, making the successful adoption of advanced technologies particularly challenging (Department for Business and Trade, 2025). Consequently, there is a growing need for practical and affordable digital solutions that address these operational constraints.
This portfolio applies the principles of Design Thinking to identify and develop an innovation opportunity that responds to these challenges. Brown (2009) argues that Design Thinking places users at the centre of innovation by balancing desirability, feasibility and viability to create solutions that are both practical and commercially sustainable. Adopting this approach enables innovation to be guided by user needs rather than technology alone.
The portfolio is divided into two interconnected tasks. Task 1 identifies and critically evaluates four innovation opportunities relevant to UK SMEs by considering user needs, market demand, technological feasibility and long-term scalability. Based on this evaluation, the most suitable opportunity is selected for further development. Task 2 applies the five stages of the Design Thinking process—Empathise, Define, Ideate, Prototype and Test—to develop AI Commerce Hub, an affordable AI-powered Software-as-a-Service (SaaS) platform that integrates essential business functions within a single user-friendly system. Together, these tasks demonstrate how Design Thinking can support the development of innovative, user-centred and commercially viable digital solutions for UK SMEs.






Task 1. Opportunity Identification and Evaluation
1.1 Opportunity Area 1: Affordable AI-Powered Digital Commerce for SMEs
Affordable AI-powered digital commerce presents a significant opportunity to strengthen the competitiveness of UK small and medium-sized enterprises (SMEs) as digital technologies become increasingly central to everyday business operations. While these technologies can improve efficiency, customer engagement and organisational resilience, many SMEs continue to face financial constraints, limited digital expertise and restricted access to advanced digital solutions (Department for Business and Trade, 2025). Brown (2009) argues that innovation should begin by understanding users' needs, whereas Verhoef et al. (2021) emphasise that digital transformation creates value only when technological change aligns with organisational capabilities. Together, these perspectives suggest that successful innovation depends not simply on introducing new technologies but on ensuring they are practical for the organisations expected to use them.
In practice, many SMEs still rely on separate applications for inventory management, online sales, customer relationship management and marketing. As these systems often operate independently, employees repeatedly transfer information, duplicate routine tasks and manually verify business records. Beyond reducing efficiency, fragmented systems also limit operational visibility and make it more difficult to deliver a consistent customer experience. Addressing these issues therefore requires more than adding another digital tool; it calls for greater integration across everyday business activities.
Existing platforms such as Shopify and WooCommerce offer extensive functionality, but many SMEs still depend on multiple third-party integrations, subscription-based add-ons and technical knowledge to achieve a fully integrated system. For businesses operating with limited resources, these requirements may reduce both affordability and usability. An accessible platform combining AI-powered automation, customer relationship management and business analytics within a single interface is therefore likely to reflect the operational realities of smaller firms more effectively. This view is supported by OECD (2021), which identifies affordability, digital capability and organisational readiness as persistent barriers to SME digitalisation. Vial (2019) similarly argues that technology generates sustainable value only when organisations possess the skills and processes required to use it effectively.
Recent advances in cloud computing, generative AI and application programming interfaces (APIs) have made integrated digital platforms increasingly achievable. However, technological availability alone does not guarantee successful adoption. Without appropriate onboarding, training and ongoing support, business owners may struggle to interpret AI-generated recommendations or integrate them into routine decision-making. Consequently, long-term success depends on balancing technological capability with usability, affordability and organisational readiness. Considered together, these factors make affordable AI-powered digital commerce the strongest opportunity to progress into Task 2.
1.2 Opportunity Area 2: AI-Powered Personalised Customer Experience
AI-powered personalisation represents a valuable opportunity for organisations seeking to strengthen customer relationships and remain competitive in an increasingly digital marketplace. As customers expect more relevant products, services and communications across multiple digital channels, businesses are under growing pressure to deliver personalised experiences. For many SMEs, however, limited financial resources, restricted analytical capability and a lack of specialist expertise continue to make advanced personalisation difficult to implement. Brown (2009) argues that innovation should be driven by users' needs, while Huang and Rust (2021) demonstrate that artificial intelligence creates the greatest value when it enhances customer interactions rather than simply automating them. Considered together, these perspectives suggest that effective personalisation depends as much on understanding customers as on the technology itself.
Artificial intelligence enables SMEs to analyse customer behaviour, segment audiences and generate tailored recommendations that improve marketing relevance and customer engagement. These capabilities can strengthen customer satisfaction, encourage repeat purchases and support more targeted communication as preferences evolve. Nevertheless, the benefits of AI-driven personalisation depend heavily on the quality and availability of customer data rather than technological capability alone.
Many SMEs possess relatively small or fragmented datasets, limiting the accuracy of AI-generated recommendations and reducing the effectiveness of predictive models. At the same time, organisations must manage personal information responsibly to maintain customer trust and comply with the UK General Data Protection Regulation (UK GDPR). Meeting these legal and ethical responsibilities may require additional investment in data governance and staff capability, which can present a further challenge for resource-constrained businesses. Consequently, although AI-powered personalisation demonstrates strong commercial potential and increasing technological feasibility through cloud-based AI services, its long-term value depends on balancing intelligent automation with responsible data management and sustained customer trust.
1.3 Opportunity Area 3: Smart Last-Mile Delivery Solutions
Smart last-mile delivery represents a significant opportunity for innovation as customer expectations continue to shift towards faster, more reliable and flexible delivery services. The rapid growth of e-commerce has intensified pressure on businesses to improve logistics performance, yet many SMEs struggle to meet these expectations because of high delivery costs and limited operational resources. Brown (2009) argues that innovation should respond to genuine user problems, while Porter and Heppelmann (2014) suggest that digital technologies create competitive advantage when they improve both operational performance and customer value. Taken together, these perspectives indicate that logistics innovation should focus on solving practical business challenges rather than adopting technology simply because it is available.
Technologies such as artificial intelligence, route optimisation software and real-time tracking systems can help businesses reduce travel distances, lower fuel consumption and provide customers with more accurate delivery information. In addition to improving service quality, these capabilities can increase operational efficiency and reduce long-term logistics costs. Advances in cloud-based logistics platforms have also made these technologies more accessible to SMEs than was previously the case, lowering some of the barriers to adoption.
Despite these advantages, implementation remains far from straightforward. Many SMEs continue to rely on third-party logistics providers, meaning that improvements often depend on external partners rather than internal capabilities alone. Initial investment costs, system integration and employee training may further reduce the short-term benefits of adoption, particularly for businesses with limited financial and technical resources. As Vial (2019) argues, successful digital transformation depends on organisational readiness as much as technological capability. Consequently, although smart last-mile delivery offers clear commercial potential, its dependence on external infrastructure and coordination makes it less attractive than an integrated AI-powered digital commerce platform, which addresses a broader range of operational challenges faced by UK SMEs.
1.4 Opportunity Area 4: Data-Driven Business Decision Support
The growing volume of digital information generated by SMEs creates valuable opportunities to improve business decision-making through accessible analytics. Although organisations routinely collect operational, financial and customer data, many smaller businesses continue to rely on intuition because they lack the analytical capability and digital tools needed to convert raw information into meaningful insights. Brown (2009) argues that innovation should begin by understanding users' needs, while Davenport and Harris (2017) demonstrate that analytics create strategic value only when they become part of everyday decision-making rather than functioning as an isolated technology. Together, these perspectives suggest that data has little value unless it supports decisions that users can confidently understand and apply.
AI-enabled business intelligence platforms allow SMEs to combine information from multiple systems into interactive dashboards, providing real-time visibility of sales performance, customer behaviour and operational efficiency. Access to these insights can help business owners recognise emerging trends, allocate resources more effectively and respond more quickly to changing market conditions. The increasing availability of cloud computing and Software-as-a-Service (SaaS) solutions has also reduced implementation costs, making advanced analytics more attainable for smaller organisations than in the past.
Even so, technology alone cannot guarantee better decisions. Poor-quality data, fragmented information systems and limited analytical capability may produce misleading insights, reducing the value of even the most sophisticated analytical tools. Organisations may also underestimate the time and organisational change required to establish effective data governance and improve employees' confidence in interpreting analytical outputs. Consequently, while this opportunity demonstrates strong desirability, technological feasibility and commercial potential, its long-term success depends on organisational maturity and reliable data management. Compared with Opportunity Area 1, these requirements make widespread adoption more demanding for many UK SMEs, reinforcing the integrated AI-powered digital commerce platform as the stronger strategic choice. 
1.Critical Evaluation of the Opportunity Areas
The four opportunity areas identified through the Design Thinking process each address genuine challenges facing UK SMEs. However, their overall strategic value differs when evaluated against Brown's (2009) principles of desirability, feasibility and viability. Assessing innovation opportunities therefore requires more than identifying market demand; it also involves considering whether organisations possess the financial resources, digital capability and operational readiness needed to adopt and sustain new solutions successfully.
Among the four opportunities, affordable AI-powered digital commerce provides the strongest balance across these criteria. Many SMEs continue to manage inventory, customer relationships and business operations through disconnected systems, creating duplicated work, inconsistent information and unnecessary administrative effort. Rather than addressing a single operational issue, an integrated platform combines several essential business functions within one solution, enabling improvements across multiple areas simultaneously. This aligns with Verhoef et al. (2021), who argue that digital transformation generates lasting value only when technological innovation complements organisational capabilities, reinforcing Brown's (2009) view that innovation should respond to real user needs instead of prioritising technology itself. Although implementation would still require employee engagement, onboarding and adjustments to existing workflows, these challenges are relatively manageable when compared with the broader operational benefits.
AI-powered personalisation also offers considerable commercial potential by enabling businesses to deliver more relevant customer experiences. Nevertheless, its effectiveness depends heavily on the availability of reliable customer data and organisations' ability to manage that data responsibly. Huang and Rust (2021) demonstrate how AI can enhance customer value, yet many SMEs lack the volume or quality of information needed to generate consistently accurate recommendations. Furthermore, meeting UK GDPR requirements may increase both implementation costs and managerial complexity, potentially reducing accessibility for smaller businesses despite the technology's growing availability.
Smart last-mile delivery improves logistics performance through route optimisation, real-time tracking and more efficient resource utilisation. However, its success often relies on external logistics providers and compatible infrastructure, reducing the level of control that SMEs have over implementation. Porter and Heppelmann (2014) argue that connected technologies strengthen competitiveness when they become fully integrated into business operations, but dependence on external partners means that expected benefits may not always be realised in practice.
Similarly, data-driven decision support can strengthen strategic planning by transforming business information into actionable insights. Yet sophisticated analytical tools provide limited value if organisations lack reliable data, effective governance or the capability to interpret analytical outputs. Davenport and Harris (2017) emphasise that competitive advantage comes not from analytics alone but from an organisation's ability to apply those insights effectively.
Overall, affordable AI-powered digital commerce offers the most balanced combination of user value, practical implementation and long-term scalability. By addressing multiple operational challenges within a single integrated platform, it provides a stronger strategic foundation for the venture concept developed in Task 2 than the other opportunities considered.

Task 2  Applying the Design Thinking Process
2.1 Empathise
The empathise stage focuses on developing a thorough understanding of users before any solution is designed. Rather than treating technology as the starting point for innovation, Design Thinking encourages organisations to explore how people work, the challenges they experience and the support they genuinely require in their daily activities. Brown (2009) argues that innovation is more likely to succeed when it is grounded in users' experiences rather than assumptions. Accordingly, this portfolio concentrates on UK small and medium-sized enterprises (SMEs), particularly independent retailers, cafés, boutiques and service-based businesses that often operate with small teams, limited financial resources and little access to specialist technical expertise.
As highlighted in Task 1, SMEs are under increasing pressure to adopt digital technologies in order to remain competitive. However, the transition is rarely straightforward. Many businesses continue to rely on separate systems for inventory management, customer relationship management, marketing and sales reporting. Because these platforms often operate independently, employees repeatedly transfer information between systems, manually verify records and duplicate routine administrative tasks. The consequences extend beyond lower efficiency. Time that could be invested in strategic planning, customer relationships or business growth is instead consumed by repetitive operational activities.
To understand these challenges, this stage draws on secondary evidence from academic literature and industry reports rather than primary research. Existing studies consistently show that financial constraints and limited digital capability remain significant barriers to AI adoption within SMEs (OECD, 2023). Huang and Rust (2021) similarly argue that many AI-powered business solutions have been developed with the needs of larger organisations in mind, making them unnecessarily complex and costly for smaller firms. Considered together, these sources suggest that the principal challenge is not a lack of technology but the absence of solutions that reflect SMEs' scale, resources and everyday working practices. At the same time, reliance on secondary evidence means that differences between industries, organisational cultures and levels of digital maturity cannot be fully captured, highlighting an important limitation of the analysis.
These findings are illustrated through the development of a user persona. Sarah owns a small clothing boutique in London and employs six members of staff. She manages inventory, customer information and marketing through separate software applications that are poorly integrated. Consequently, she spends considerable time re-entering information, checking data accuracy and completing routine administrative work. Given her limited budget and technical confidence, investing in enterprise-level digital platforms is unrealistic. Instead, she requires an affordable, intuitive solution capable of supporting daily business activities without extensive training or dedicated IT support.
Overall, the empathise stage demonstrates that successful digital transformation depends on more than introducing AI into existing business processes. Verhoef et al. (2021) argue that technological innovation delivers the greatest value when it aligns with organisational capabilities and users' needs. This understanding provides a clear foundation for defining the central problem addressed in the next stage of the Design Thinking process. 
2.2 Define
The empathise stage demonstrated that the main challenge facing UK SMEs is not the lack of digital technologies but the absence of solutions that are affordable, integrated and aligned with everyday business operations. Many organisations continue to manage inventory, customer relationships, marketing activities and sales reporting through separate software applications. Working across disconnected systems increases duplicated tasks, creates inconsistencies in business information and slows decision-making, placing additional administrative pressure on business owners and small teams.
This challenge extends beyond technology itself. Although AI-powered platforms provide increasingly sophisticated functionality, many have been designed for larger organisations with greater financial resources, dedicated IT support and higher levels of digital maturity (Huang and Rust, 2021). As Vial (2019) argues, digital transformation is most successful when technological capabilities align with an organisation's resources, operational processes and ability to manage change. Viewed together, these perspectives suggest that advanced features offer little practical value if SMEs cannot adopt or use them effectively within their daily operations.
Based on these findings, the central problem is defined as follows:
UK SMEs require an affordable, integrated AI-powered platform that simplifies everyday operations, improves business efficiency and supports informed decision-making without requiring advanced technical expertise.
Although this problem statement is informed by secondary research rather than direct engagement with SME owners, it reflects the recurring challenges identified during the empathise stage and provides a focused foundation for generating, evaluating and refining solutions throughout the remaining stages of the Design Thinking process.
2.3 Ideate
The ideate stage explores a range of possible solutions before selecting the concept that best addresses the problem identified during the empathise and define stages. Rather than accepting the first promising idea, Design Thinking encourages organisations to generate, compare and refine alternative concepts so that the final solution reflects both users' needs and the practical realities of implementation (Brown, 2009). Guided by this principle, three potential approaches were evaluated to support the digital transformation of UK SMEs.
The first concept proposed an AI-powered chatbot capable of responding to customer enquiries automatically and providing support beyond normal business hours. This solution could improve response times, increase service availability and reduce the workload associated with routine customer interactions. However, its overall impact would remain relatively limited. Although customer communication might become more efficient, the fragmented software systems and duplicated administrative processes identified in the earlier stages would continue to affect day-to-day business operations.
The second concept focused on an AI-driven analytics dashboard designed to monitor sales performance, analyse customer behaviour and identify emerging business trends. Access to real-time insights could support more informed operational and strategic decision-making. Nevertheless, the effectiveness of advanced analytics depends on the availability of accurate, integrated and reliable business data. As many SMEs continue to operate across disconnected digital systems, analytical capability alone is unlikely to generate meaningful value unless data integration is addressed simultaneously. This highlights that business intelligence is only as effective as the quality and consistency of the information on which it depends.
The third concept proposed AI Commerce Hub, a cloud-based platform integrating inventory management, customer relationship management (CRM), sales reporting and AI-powered business insights within a single system. Compared with the previous alternatives, this solution responds more directly to the needs identified during the empathise and define stages because it addresses the underlying causes of operational inefficiency rather than improving a single business function. Bringing essential processes together could reduce duplicated work, improve data consistency and simplify everyday operations while enabling faster and better-informed decision-making. At the same time, successful adoption would still require employee engagement, effective onboarding and a willingness to adapt established working practices, meaning that technology alone cannot ensure positive outcomes.
Following this comparison, AI Commerce Hub emerged as the strongest solution because it resolves several interconnected business challenges rather than offering isolated improvements. This reflects Liedtka's (2018) view that Design Thinking should evaluate ideas according to how effectively they solve users' problems, while Verhoef et al. (2021) similarly argue that digital transformation is most successful when technological innovation aligns with organisational capabilities and business needs. Although the platform cannot eliminate every challenge associated with digital transformation, its affordable SaaS model provides a practical, scalable and accessible foundation for supporting the continued digital development of UK SMEs.
2.4 Prototype
The prototype stage transforms the selected concept into a practical solution that users can evaluate before full-scale development begins. Rather than producing a finished product, Design Thinking encourages the creation of an early version that allows assumptions to be tested, weaknesses to be identified and improvements to emerge through user feedback (Brown, 2009). Following this principle, the proposed prototype is AI Commerce Hub, a cloud-based Software-as-a-Service (SaaS) platform developed specifically to address the operational needs of UK SMEs.
The prototype integrates inventory management, customer relationship management (CRM), sales reporting, marketing automation and AI-powered business insights within a single digital environment. Instead of switching between multiple software applications, users can access essential business functions through one intuitive interface. This integrated approach reduces repetitive administrative work, improves data consistency and provides a clearer overview of day-to-day operations. AI-generated recommendations further support inventory forecasting, sales analysis and customer engagement, enabling business owners to make more informed decisions without requiring advanced technical expertise.
To encourage adoption across SMEs with different levels of digital capability, the prototype prioritises simplicity alongside functionality. A clear dashboard, intuitive navigation and guided onboarding are designed to reduce the learning curve and improve users' confidence during the early stages of adoption. Delivering the platform through a cloud-based SaaS model also lowers hardware requirements and upfront investment, making the solution more accessible for businesses with limited financial resources. However, usability alone is unlikely to guarantee successful implementation. Employees may be reluctant to replace familiar working practices, while incomplete or inconsistent business data could reduce the reliability of AI-generated insights. In addition, organisations may underestimate the time needed for staff training and process adjustment, slowing the transition even where the technology itself performs effectively.
The prototype therefore represents the beginning of an iterative learning process rather than a finished solution. Ries (2011) argues that prototypes should generate validated learning instead of seeking perfection, while Brown (2009) similarly views prototyping as a means of reducing uncertainty through repeated refinement. Considered together, these perspectives suggest that the initial version of AI Commerce Hub should be evaluated not only for its technical performance but also for how well it supports users' daily work and fits existing organisational practices. Feedback gathered during testing will guide future improvements, ensuring that subsequent development remains aligned with user needs, organisational capabilities and the practical realities of digital transformation.
2.5 Test and Refine
The test and refine stage evaluates how effectively the proposed solution supports users' needs while identifying areas for improvement before wider implementation. Rather than treating the prototype as a finished product, Design Thinking views testing as an ongoing learning process in which user feedback informs continuous refinement (Brown, 2009). Consistent with this approach, the initial version of AI Commerce Hub would be evaluated with a small group of UK SMEs from different sectors, including retail, hospitality and service-based businesses, to explore how the platform performs across a range of operational contexts.
During the trial period, participants would use the prototype to complete everyday activities such as managing inventory, maintaining customer records, reviewing sales performance and accessing AI-generated business recommendations. Evidence would be gathered through observations, interviews, questionnaires and system usage data, combining qualitative and quantitative methods to develop a more comprehensive understanding of user experience. Relying on multiple forms of evidence recognises that usability cannot be evaluated through user opinions or system metrics alone; both perspectives are needed to understand how effectively the platform supports routine business operations.
Several measurable indicators would be used to assess performance. Usability could be evaluated through the proportion of users able to complete key tasks independently, the average time required to perform routine activities and overall satisfaction ratings collected throughout the trial. Adoption would be explored by analysing how frequently participants used core platform functions, while structured interviews would examine whether users believed the system reduced administrative workload, improved decision-making or simplified day-to-day operations. Measuring these indicators over time would provide clearer evidence of which aspects of the prototype required further refinement instead of relying solely on general user feedback.
Testing is also expected to reveal practical challenges that may not become apparent during the design stage. Some participants may experience difficulties importing existing business data, adapting established workflows or interpreting AI-generated recommendations with confidence. Others may identify the need for additional onboarding materials, simpler navigation or features tailored to the specific requirements of their industry. These findings should not be viewed as shortcomings of the concept but as valuable opportunities for improvement. Ries (2011) argues that early testing should generate validated learning that guides future development, while Brown (2009) similarly emphasises repeated refinement through ongoing engagement with users.
Insights gathered during testing would be used to improve the interface, strengthen onboarding, refine AI recommendations and address usability concerns before wider deployment. This iterative approach increases the likelihood that AI Commerce Hub remains aligned with the capabilities, resource constraints and operational needs of UK SMEs. Ultimately, the success of the testing stage should be judged not only by technical performance but by the platform's ability to deliver practical value that businesses are both willing and able to adopt in the long term. 

Conclusion
This portfolio demonstrated how Design Thinking can support the identification, evaluation and development of innovative solutions that respond to the challenges faced by UK small and medium-sized enterprises (SMEs). Through the systematic application of the Design Thinking process, the study moved from exploring market opportunities to developing a practical venture concept grounded in users' needs and organisational realities.
The evaluation of four innovation opportunities indicated that affordable AI-powered digital commerce offered the strongest balance between desirability, feasibility and commercial viability. Unlike the alternative opportunities, it addressed multiple operational challenges simultaneously by integrating essential business functions within a single accessible platform. This provided a clear foundation for the development of AI Commerce Hub.
Applying the five stages of Design Thinking enabled the venture concept to evolve through understanding user needs, defining the core problem, generating alternative solutions, developing a prototype and evaluating the concept through iterative testing. Rather than treating technology as the objective, the process ensured that innovation remained focused on solving practical business problems while recognising the importance of organisational readiness, employee adoption and continuous improvement.
Overall, AI Commerce Hub represents a commercially viable and user-centred solution capable of supporting the ongoing digital transformation of UK SMEs. The portfolio demonstrates that successful innovation depends not only on technological capability but also on aligning digital solutions with users' needs, business resources and long-term organisational value.
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