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Introduction 
This report will Identify a small and medium sized business enterprise (SME’s) and more broadly demonstrate an understanding of strategic management by critically appraising the current strategic direction of Muffins which is a small bakers and cake shop located in a country town Kenilworth the shop it has 16 employees and has been in business for 40 years, so it is well established. 
The company has a vision statement it is to sell the best quality party cakes baked using the same methods and ingredients used for the past 40 years therefore the vision and objectives are it must uphold its reputation in baking and decorating. Which is a skill full process it takes knowledge and special decorating tools and experience the company’s current strategic direction can be outlined using a pestle to analyze the current strategic direction and vision statement. 
PESTLE will be used as an environmental scanning tool; (Holman,2016) it can be used to provide a critical analysis of the organizations external and internal environment with the aim of identifying the big picture (e.g., opportunities and threats). With a stakeholder analysis and critically evaluate the expectations of the different stakeholders and their relative power. It will demonstrate available strategic growth choices for SMEs in markets and propose a new strategy and explain why it is a sustainable strategy for the long-term future of the organization. The report will provide key strategic recommendations for the organization for its future developments and implementation, considering the challenges SMEs encounter to implement strategic direction in the organization. 
[bookmark: _Hlk75287432]According to data statistics in the UK at the start of 2020 SMEs were 99.8% which have less than 250 employees. There were 5.98 million private businesses in the UK. SMEs accounted for 52% of private sector turnover in 2020 and 60% of all private sector jobs in the UK (a total of 16.6 million). Make no mistake about it, SMEs are crucial to the UK’s economy and their contribution has been increasing every year. Muffins the cake shop it is a SME which consists of 20 employees it is located in Cheltenham and Gloucester serving tea, coffee and afternoon cakes and in the evening huffkins sell vegetarian friendly, vegan options therefore this report will Critically appraise the organization’s strategic direction and critically examine the components of the organization’s internal and external environment and broadly critically evaluate stakeholder expectations the report will formulate new strategies for sustainable growth. 
[bookmark: _Hlk79055018]Porters five forces
Considering lockdown restrictions and therefore creating an online food delivery service can therefore be more widespread. Porters Five Forces, value chain, concept describes that a chain of events from raw material to supply and to production and sales to the company’s primary activities which are the basics in any business and are the activities that can provide sustainability and strength to the company. 
Threats of new entrants 
The threat of new entrants to entry are currently high. Trained expert bakers and mastery in cake decorating skills in the industry are becoming the normal due to lockdown and people staying at home and home baking Muffins have an advantage as they have 40 years’ experience and knowledge in baking cakes and selling cakes.
Threat of substitutes 
The threat of Substitutes are alternative products are higher than normal due to lockdown and covid 19 restriction deliver similar service. Lage supermarkets Asda is local and the local Gregg’s is likely to follow selling similar products supermarkets in the business that can attract customers therefore Muffins pull factor is its customer service and knowledge.
Bargaining power of customers 
Bargaining power of the customer does not exist on the bases of the quality and service that the customer needs and therefore will pay that bit extra for the quality product. customers cannot force the prices down as it is. 
Bargaining power of suppliers 
The bargaining power of the Supplier is low since raw material has declined due to online marketing and the production costs local farmers producing but not selling due to lockdown and Brexit tax changes. The products are differentiated due to the ethical issues for instance utilizing cholate in the ingredients must be Fairtrade certified. So, the business can choose to obtain resources from variety of suppliers. 
Competition Industry rivalry
Industry rivalry is very high to increase market share. Lockdown restrictions Currently has decreased sales due to restrictions on large gathering and groups and party’s taking place. people working from home creating new ideas and with competing to moving to online order and delivers services. Muffins must distinguish its products reducing the input of raw materials and adverting or marketing on social media promotions.
[bookmark: _Hlk79055061]Value chain evaluation 
Supply operations marketing and sales customer service in line with muffins keeping the vision statement in line with which is set out since the company was formed 40 years previously.  Main activities are a series of activities in creating an industry value chain that seeks to satisfy and meet.
Customer needs for services or products provided and evaluate the immediate effects of the activities. Not only should each activity be well implemented, but it must also be effectively connected if overall business performance is optimized.
according to research (Gray, 2016) process perspective, this analysis divides the business into several business activity groups that start with inputs received by the company and finished with the company's products or services and aftersales service for the customer. Value chain analysis looks at the attributes of each different activity to determine the company's products and services. Previous research in relation to value chain analysis considers that this analysis allows managers to better identify the company's competitive advantage a business's strategy is defined as its theory on how to gain a competitive advantage. the business can be viewed as an actual chain of activities in the business and not just division of the historical accounting organization or protocol. Value chain analysis can help the company to focus on the chosen strategy plan and company goals.
[bookmark: _Hlk79055096]

Current strategic direction 
History shows that strategy, from its ancient militaristic origins to its 20th-century business application (from which higher education’s version of strategic planning developed), is predicated on competition. That is, strategy is focused on gaining advantage over one’s competitors even in nonprofit settings, where direct competition still exists but may not be as apparent. “Strategic planning,” therefore, is the process whereby an organization identifies how it will differentiate itself from its competition to achieve its mission whether that competition is a system, a national competitor for student or faculty talent, or a nascent competitive threat on the horizon. (Mallon,2019)
To outlined current strategic direction on muffins critically researched its vision statement to see how it compared with competitors in the industry appraised the organizations current strategic direction. Using porters five forces which is a management tool to external and internal factors to the success of the business.
Analysis of Porters forces indicate that muffins are a well-established business it operates in an environment that has strong competition between local supermarket and local tea houses. To maintain a sustainable competitive advantage Muffins is currently adopting promotion and marketing campaign by using social media a personalized order and deliver to your door service strategy increasing orders up to 30% to make the products and service more attractive to customers to increase their sales and profit margin. Their rivals are not able to competitive with the cake shops innovation this has the rivals
[bookmark: _Hlk78897992]Lowering their prices increasing their daily promotions and marketing tactics by using social media correspondingly. platform and digital communication to gain leverage. 
Muffins competing to attract customers through regular offers during the current lockdown. However, their rivals are not offering better products or service and methods of contact between loyal customer and business.
The report will be applying PESTLE, as an environmental scanning tool, to provide a critical analysis of the various internal and  external factors can affect the functioning of a SME or a PESTLE is a management frame work used to analyses the external forces affecting SMEs these factors cannot be controlled by the business but can influence on decision making in the SME it can go well with SWOT analysis and joins in with the opportunities and threats and outline factors that can affect the current and future trends of the business. How the changes in the external can influence the business Identifying key drivers for change in this industry and the broader environment in which the business is in to identify external factors or components that can limit the business from reaching its values and goals. That can outline competitiveness of the business. The organizations external and internal environment with the aim of identifying the big picture e.g., opportunities and threats.





PESTEL analysis  
[bookmark: _Hlk78994279]This section will examine the external environmental (macro) factors and outline which factors are impacting the business, and which are a competitive advantage. 
Political  
· Elections
· Foreign trade, 
· Trade restrictions
· Working law
· War and famine
· COVID-19 restrictions
Government policies on lockdown restriction on covid 19 importing products from Europe for instance Brexit price of goods will rise due to taxation laws and tariff charges. Logistical channel transportation costs are likely to increase, and food safety is constantly being upgraded. Tax legislation in exporting countries can impact on the cost. Larger organizations can afford the cost of increased vat and taxes but from smaller SMEs it is hard to maintain the vat and tax increases therefore small SMEs are more prone to go out of business.
Economic
· Exchange rates
· Economic growth 
· Inflation rates
· Interest rates
The Economic factors can have a result on the business covid 19 is an example that lock down and workers been unemployment has cased tax to rise and inflation to go up also Brexit has cased tases on food to rise casing prices on raw products to rise for instance flour sugar need to bake cake.
Social 
· changes in society
· changes in health 
· local community
· Religions 
· Education
The business is for all ages, cultures, and religions. The company mostly attracts high spenders and vegan customers. It limits the purchasing habit of a customer. To promote the brand in halal Islamic societies needs and to older peers’ other social factors are to outline and identify products for changing to dietary vegan and healthy eating society. 
Technological
· Social media
· Technological innovation
·  E-commerce 
· Mobile pay
· Tracked delivery 
The technological factors are that to keep up with promoting online and ordering online electronic payment methods for example covid 19 restrictions to move to cash less payments and obtaining apps for delivery and payment. Technology must outline a suitable e shop to sell online reliable delivery and payment service on 5G mobile networks.     
Environmental
· Global warming 
· Climate change
· Waste disposal
· Carbon footprint
Environmental factors that can have an effect is for instance global warning climate change causing shortage of raw materials pollution finding ethical products muffins uses local farms and local supply chains to keep up to date fresh raw materials keeping in line with the vision statement that they supply quality handmade cake crafted with ethical ingredients. 
Legal
· Tax on sugar 
· Label Branding
· Allergy information
These include trade, consumer, and copyright laws, which usually relate to political decisions.
Therefore, PESTEL has outlined the factors that are having an influence on muffins and which factors are impacting the business, and which are a competitive advantage. 
[bookmark: _Hlk79055180]Stakeholder analysis
[bookmark: _Hlk78910882]A stakeholder analysis will be used to critically evaluate the expectations of the different stakeholders and their relative power. (Poucha, 2014) A stakeholder is any person, organization, social group, or society at large that has a stake in the business. A Stakeholder is anybody who can affect or is affected by an organization, strategy. They can be internal or external and they can be at senior or junior levels. (Boesso, 2007) definition is based on a broad meaning of the word Stakeholder, which is the most widely accepted and used definition.
the stakeholder mapping is to identify stakeholders’ leaders who is investing in the company who is processing approval what the resources will be used what engagement do you need to do the job what is expected to do the work whose collaboration do you need to do the work who are affected and need reassurance it shows that stakeholders can be internal or external to the business. Stake is a vital interest in the business or its activities. It can include ownership and property interests, legal interests and obligations, and moral rights.
legal obligation may be the duty to pay wages or to honor contracts. moral right may include the right of a consumer not to be intentionally harmed by business activities. Stakeholders can therefore affect a business internally and externally.
Internal stakeholders: Employees, Managers, Owners
Connected Stakeholders: Supplier, Logistics, customers, Creditors, Pest Control and organizing of waste deposal.
External Stakeholders: customers, government, social media, maintenance, insurance company, vegan emphasis groups, local Council, hygiene services the Competitors, The Public.
[bookmark: _Hlk79055238]Stakeholder expectations.
stakeholder expectations vary from stakeholder group or individuals that will or influences the business. Customers are the first important stakeholder an important key stakeholder customer expectation are the needs and desires capabilities and other constraints that can be required it is always the “customer.” The customer may vary depending on example, regular customers ordering small quantity party planners ordering larger quantities therefore even customer stakeholders can be differentiated. The topmost level, the customer may be the person or organization that is purchasing the product. Customer may be the leader of the team that takes the element and integrates it into a larger assembly. it is important to understand what is expected by the customer.
Supplier Stakeholder expectations can be the expectations of key stakeholders other than the operators or managers that are accountable. 
[bookmark: _Hlk79055274]Strategic growth
[bookmark: _Hlk78921503]The available strategic growth for SMEs in markets and can therefore propose new strategy and explain why it is a sustainable strategy for the long-term future of the organization. Growth strategy is used as a strategic tool used to tactic the growth to secure increasing market shares so that the business is constantly growing and expanding new paths. 
[bookmark: _Hlk79052658]There are 4 main growth strategies that a business can use which include product development, Market Penetration, Market Development, Diversification.
The growth strategies for your business it can define how to run and manage the business it is not just a series of processes that you just start to boost the growth of the products and services that you have. It can define you to outline how to run a company, manage your team, and do all the things that are necessary to make your company successful in the long run. The joint efforts of marketing, engineering, design, leadership, and product management that a proper strategy is created in the first place.
The need to make sure that there is a proper workflow that people know about. However, making thoughtful decisions using intelligent business management tools for the development and creating some of the designs of new products which could be able to serve the cake industry.
 1.Product development
Developing new products which muffins is developing can product to sell online and that will lead to developing new ideas because the future is changing customers prefer to shopping online building new habits in buying and sell and delivering for instance drone deliveries.The benefits of having a proper and great growth strategy in the first place. So, we are going to tell you all about the growth strategy and how it works in the first place. Now, this is another one of the things that you can do to make sure that your product is famous in the market. Yes, the market penetration strategy is another one of the most important types of growth strategies that are used by the people in the company. 
2. Market Penetration
Market penetration is the third strategy this is the strategy that in line is also equally useful as the other ones. Enterprises have used the strategy technique all around the world to use this strategy to make sure that the market they are in is growing in the best way possible.
Additionally lowering the prices of its products than its competitors and the advertising of the products on social media building the brand name are some of the techniques that are used in this strategy.

3.Market Development 
Market development can be confused it with the market development strategy, these are very different. This strategy is used for marketing purposes after the creation of the product is completed. In this strategy, the company aims to have some growth strategy falls under the purview of strategic planning which charts out the roadmap for the future growth of the business.
4.Diversification
Diversification is used to take the cake shop muffins to work on e commerce It is a strategy that businesses use to make sure that their brand is known to more and more people, and they have outlined the success for their businesses.
[bookmark: _Hlk79055325]key strategic recommendations for muffins cake shop
[bookmark: _Hlk78921597]key strategic recommendations for muffins cake shop are that the organization to future develop is to move to online sales are marketing and delivery process and to implement this plan considering the challenges SMEs encounter to implement strategic direction. The business must focus on building the product brand name to increase sales online and to start to produce using less raw materials that are from local farms to become more ethical and sustainable using local farmers and supply chain it will lower the carbon footprint and can become more ecofriendly business. 
Designing bigger new salable deliverable products and designs that are more for special occasions Muffins needs to work online using technology, it has relied on traditional means adverting by word of mouth and local newspapers to take orders, posters in its shop window posting material in doors and taking feedback verbally from the customers. 
Muffins will therefore use Shopify to start an ecommerce business because it can help to grow the product with its worldwide sales market and show you areas to improve and outline different areas of profit and break down expenditures and revenue and deductions and show you perceived profit goals. Business muffins customer ordering system will detail exactly what ingredients has been used and where it was originated from and that could require that the product is safe from allergies that will assure the customer to use Muffin’s order and deliver service. GDPR in line with United Kingdom data laws full be outlined to keeping data secure and safe the details of the customers will be kept on a database to see what ingredients has been used for reference and any issues’ the diversity of cake products with distinctive tastes. This led to the development of cake pop a cake covered in cholate to be delivered to your door as a salable product it will be sold online Spotify and advertised online buying marketing advertising space with the company brand logo getting recognized. 
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