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1. Introduction
Digital transformation has fundamentally changed the way organisations operate, creating new opportunities while also introducing significant challenges for businesses of all sizes. The rapid adoption of digital technologies, accelerated by changing customer expectations and advances in artificial intelligence, has encouraged organisations to rethink how they manage operations, engage with customers and remain competitive in increasingly dynamic markets. While large organisations often possess the resources to implement complex digital solutions, many small and medium-sized enterprises (SMEs) continue to face difficulties integrating multiple technologies into efficient and sustainable business processes.
In the United Kingdom, SMEs represent a significant proportion of the national economy and play a vital role in employment, innovation and economic growth. However, many SME owners continue to rely on multiple disconnected digital tools to manage appointments, customer relationships, marketing, financial administration and day-to-day operations. This fragmented approach frequently increases administrative workload, reduces operational efficiency and limits business growth, highlighting an opportunity for innovative digital solutions.
This report applies Design Thinking principles to identify an innovation opportunity within the UK SME market and develop a new venture that addresses the identified problem. Through user-centred analysis, market evaluation and the application of recognised innovation frameworks, the report proposes an AI Business Companion designed to integrate essential business management functions into a single intelligent platform. The report concludes by presenting a Minimum Viable Product (MVP) and discussing how iterative testing and continuous refinement can support future development.




2. The Digital Transformation Landscape
Digital transformation has become a fundamental driver of business competitiveness, enabling organisations to improve operational efficiency, enhance customer experiences and respond more effectively to changing market conditions. The integration of digital technologies into business operations has transformed the way organisations create, deliver and capture value, making digital capabilities essential for long-term business growth and innovation (Organisation for Economic Co-operation and Development, 2024).
The adoption of digital technologies among UK businesses has increased significantly in recent years. In 2023, 69% of UK firms had adopted cloud computing services, while 61% were using specialised software to support their daily operations. Although artificial intelligence adoption remained relatively low at 9%, organisations with stronger management practices were considerably more likely to implement advanced technologies. Furthermore, businesses adopting digital technologies were associated with approximately 19% higher turnover per worker than non-adopters, demonstrating the positive relationship between technology adoption and organisational performance (Office for National Statistics, 2025).
The rapid growth of digital technologies has also transformed customer expectations. Consumers increasingly expect businesses to provide convenient digital services, including online booking, personalised communication, faster response times and seamless interactions across multiple channels. To remain competitive, many SMEs have adopted a range of digital solutions, including customer relationship management (CRM) systems, accounting software, cloud-based collaboration platforms and digital marketing tools. The adoption of these technologies has been recognised as an important contributor to productivity and sustainable business growth within the UK SME sector (Department for Business and Trade, 2025).
Despite these advances, digital transformation has introduced a new operational challenge for many SMEs. Rather than struggling to access digital technologies, many businesses now face the complexity of managing multiple disconnected applications, each designed to perform a specific business function. Customer information, appointment scheduling, accounting, marketing and business administration are frequently managed through separate systems that exchange little or no information. This fragmented digital ecosystem often results in duplicated data entry, inefficient workflows and unnecessary administrative effort, limiting many of the productivity benefits that digital transformation is intended to deliver (Office for National Statistics, 2025; Department for Business and Trade, 2025).
This changing business environment presents a significant opportunity for innovation. Rather than developing another standalone business application, there is growing demand for integrated digital solutions capable of connecting existing business systems, centralising operational information and supporting decision-making through intelligent automation. This market opportunity provides the foundation for the proposed AI Business Companion, which aims to simplify business management by bringing together essential business functions within a single intelligent platform.


3. Identifying Innovation Opportunities in the UK Market (Task 1)
This section adopts a Design Thinking perspective to examine the current UK market and identify opportunities for innovation and new venture creation. By focusing on user needs, market challenges and emerging technologies, this approach supports the development of solutions that are both desirable for customers and commercially viable for businesses (Brown, 2008).

3.1 Understanding User Pain Points
Understanding user pain points is a fundamental step in identifying meaningful opportunities for innovation. Rather than focusing on isolated problems, Customer Journey Mapping provides a structured approach to visualising the customer's experience across different stages of interaction, enabling the identification of key touchpoints, customer emotions and recurring pain points that may otherwise remain unnoticed. This holistic perspective helps organisations understand not only what users experience, but also why these challenges occur, providing a strong foundation for developing solutions that address genuine user needs (Richardson, 2010).
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The Customer Journey Map highlights several recurring pain points experienced by SME owners throughout their interaction with existing digital business solutions. Although a wide range of digital tools is available, many users experience frustration due to the need to manage multiple disconnected platforms for customer communication, appointment scheduling, accounting, marketing and business administration. These fragmented processes often result in duplicated data entry, inefficient workflows and increased administrative effort, reducing the overall effectiveness of digital technologies.
The analysis also demonstrates that many of these challenges are interconnected rather than isolated. Instead of reflecting a lack of digital tools, the journey suggests that the primary problem lies in the absence of integration between existing systems. These findings provide a clear justification for further analysing the root causes of the problem and identifying opportunities for innovation, which are explored in the following sections through market gap analysis and technological enablers.

3.2 Identifying Market Gaps
Identifying market gaps involves examining where existing products and services fail to fully address customer needs. Innovation opportunities often emerge not because solutions are unavailable, but because they do not provide sufficient value or fail to solve problems in a complete and integrated way. Understanding these unmet needs enables organisations to develop stronger value propositions and create solutions that better align with customer expectations (Osterwalder et al., 2014).
The Customer Journey Map demonstrated that SME owners rely on a variety of digital tools to support customer communication, appointment scheduling, accounting, marketing and daily business administration. While these applications perform their individual functions effectively, they often operate independently, requiring users to switch between multiple platforms and manually transfer information between systems. This fragmented approach increases administrative effort, creates duplicated tasks and reduces operational efficiency.
The market gap therefore lies not in the availability of digital technologies, but in the lack of integration between them. Existing solutions typically optimise individual business processes yet provide limited support for managing the business as a connected ecosystem. As SMEs continue to increase their adoption of digital technologies, the need for more integrated and intelligent business management solutions is becoming increasingly significant (Department for Business and Trade, 2025).
This gap provides a clear opportunity for the proposed AI Business Companion. Rather than replacing existing software, the platform aims to connect essential business functions, centralise operational information and support business owners through intelligent automation and data-driven decision-making. This value proposition directly addresses the challenges identified in the Customer Journey Map while responding to an emerging need within the UK SME market.

3.3 Exploring Technological Enablers
Technological innovation creates opportunities only when it addresses clearly identified user needs. Rather than considering technology as an end in itself, successful innovation requires selecting technologies that directly respond to existing operational challenges and create measurable value for users (Tidd and Bessant, 2021).
The Customer Journey Map and Market Gap Analysis indicate that the main challenge is not the absence of digital tools, but the limited integration between them. Addressing this problem requires technologies capable of connecting existing systems, automating repetitive processes and transforming fragmented business data into meaningful business insights.
Artificial intelligence plays a central role by analysing information collected from multiple business functions and generating proactive recommendations that support both operational and strategic decision-making. Rather than replacing human judgement, AI enhances decision-making by identifying patterns, highlighting potential issues and providing actionable insights based on business data.
Cloud computing complements this capability by providing secure and centralised access to business information, allowing SME owners to manage their operations from different devices while maintaining a single, up-to-date source of information. In addition, Application Programming Interfaces (APIs) enable existing business applications, such as accounting systems, booking platforms and customer relationship management software, to exchange information automatically. This integration reduces duplicated data entry, improves workflow efficiency and supports the increasing digital adoption promoted within the UK SME sector (Department for Business and Trade, 2025).
Collectively, these technologies provide the technical foundation required to develop the proposed AI Business Companion. Rather than introducing entirely new business processes, the solution builds upon existing digital tools by integrating them into a single intelligent platform capable of improving efficiency, reducing administrative workload and supporting better business decisions.

3.4 Assessing Scalability and Sustainability
The Innovation Ambition Matrix provides a strategic framework for categorising innovation according to the degree of market change and the capabilities required to deliver innovation. By distinguishing between core, adjacent and transformational innovation, the framework helps organisations evaluate the ambition of a new venture and its potential for long-term growth (Nagji and Tuff, 2012).
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The proposed venture was positioned as an adjacent innovation because it leverages existing digital technologies, including artificial intelligence and business management platforms, to deliver an integrated business management solution for SME owners. Rather than creating an entirely new market, the venture combines existing capabilities in an innovative way to address unmet customer needs while improving business management.
Before progressing to prototype development, the proposed venture was further evaluated using the Design Thinking framework of Desirability, Viability and Feasibility. This framework assesses whether an idea addresses genuine user needs, represents a sustainable business opportunity and can be realistically developed using available resources, helping determine whether the concept is suitable for further development.
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The assessment indicates that the proposed venture satisfies all three Design Thinking criteria. It addresses a genuine market need, demonstrates commercial potential and can be developed using existing technologies, supporting its progression to the Minimum Viable Product (MVP) stage.
4. Developing a New Venture through Design Thinking (Task 2)
Developing an innovative venture requires more than generating creative ideas. It involves adopting a structured mindset that continuously explores user needs, evaluates opportunities and improves solutions throughout the development process. This designer-oriented approach encourages organisations to rethink not only products and services but also the processes and strategies behind them (Brown, 2008).

4.1 Empathising with Users
The empathy stage focused on understanding the experiences of SME owners before proposing any solution. Information gathered through the Customer Journey Map enabled the identification of customer actions, key touchpoints, emotional responses and recurring pain points throughout the user's experience. This holistic perspective ensured that the proposed venture was developed in response to genuine user needs rather than assumptions, establishing a strong foundation for the subsequent stages of the Design Thinking process.
Beyond understanding individual user frustrations, the empathy process also considered the wider system in which SME owners operate. Rather than viewing duplicated administrative tasks, fragmented information and inefficient workflows as isolated problems, these challenges were analysed within the broader business context, including the interaction between multiple digital tools, customer expectations and daily operational demands. Considering these interconnected system factors helped reveal that many of the identified pain points originated from fragmented business processes rather than the absence of digital technologies.
This broader understanding reinforced the need for a solution capable of integrating existing business systems instead of introducing another standalone application. By examining both user experiences and the operational environment in which they occur, the empathy stage established a clear understanding of the underlying challenges that informed the problem definition in the next stage.

4.2 Defining the Problem
Before generating potential solutions, it is essential to develop a clear understanding of the problem and its underlying causes. The Define stage of Design Thinking focuses on synthesising insights gathered during the empathy process into a well-defined problem that guides the innovation process. By clearly articulating the challenge, organisations are better positioned to develop solutions that address the root causes of user needs rather than their observable symptoms.
Many UK SMEs struggle to manage bookings, customer communication, accounting, marketing and daily administration through multiple disconnected digital tools. As businesses adopt an increasing number of specialised applications, information becomes fragmented, administrative workload increases and operational efficiency is reduced.
Problem Statement
Many UK SMEs rely on multiple disconnected digital systems to manage their daily operations, increasing administrative workload, reducing efficiency and limiting business growth.
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Identified Root Cause
The root cause of the problem is the lack of integration between existing digital business systems, resulting in fragmented information, duplicated processes and inefficient decision-making.
Following the identification of the root cause, a causal map was developed to visualise the relationships between contributing factors and their wider impact on SME business operations. Causal mapping is a problem-structuring technique that helps represent complex systems by illustrating how causes and effects interact, supporting a deeper understanding of organisational challenges before developing solutions (Eden and Ackermann, 1998).
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The causal map demonstrates that the identified problem is not the result of a single issue but rather the interaction of multiple interconnected factors. This structured analysis supports the development of a solution that addresses the underlying causes instead of focusing solely on isolated symptoms.

4.3 Generating Innovative Solutions
Once the problem had been clearly defined, the next stage focused on generating innovative solutions that addressed users' real needs rather than relying on assumptions or predetermined ideas. Design Thinking encourages entrepreneurs to move beyond simply analysing problems by adopting a user-centred and solution-focused mindset that promotes meaningful innovation (Han, 2022).
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Rather than selecting the first apparent solution, the ideation process deliberately explored multiple alternatives before identifying the concept with the greatest potential. This creative approach challenged conventional assumptions and encouraged lateral thinking, allowing innovative opportunities to emerge beyond traditional patterns of reasoning (Bono, 1990).
During the brainstorming phase, several potential venture concepts were generated and evaluated according to their ability to address the identified problem, deliver value to SME owners and support long-term business growth.
One proposed idea was a dedicated Customer Relationship Management (CRM) platform. This solution would improve customer communication, centralise customer records and strengthen relationship management. However, it would only address one aspect of business operations and would not resolve the wider issue of fragmented digital systems.
A second concept focused on developing a booking and appointment management application. This idea would simplify scheduling and reduce administrative effort for service-based businesses. Despite these advantages, its benefits would be limited to appointment management and would not support other essential business activities such as finance, marketing or customer management.
Another possibility was a marketing automation platform capable of managing social media campaigns, customer segmentation and promotional activities. While this solution could improve customer engagement and business visibility, it would not reduce the operational inefficiencies caused by disconnected internal systems.
The team also considered a financial management application designed to simplify invoicing, expense tracking and financial reporting. Although this concept would strengthen financial control, it remained focused on a single business function and therefore failed to address the broader operational challenges experienced by UK SMEs.
Following the evaluation of these alternatives, the proposed AI Business Companion was selected as the most suitable venture concept. Unlike the previous ideas, which each addressed individual operational functions, the AI-powered platform integrates customer management, bookings, finance, marketing and business insights within a single intelligent ecosystem. By connecting existing digital tools rather than replacing them, the solution directly addresses the root cause identified during the Define stage, reducing fragmentation, improving operational efficiency and supporting informed business decision-making. This integrated approach provides greater long-term value for SME owners and establishes a scalable foundation for the Minimum Viable Product (MVP) developed in the next stage.

4.4 Developing the Prototype (MVP)
The selected venture was developed as a Minimum Viable Product (MVP), focusing on the core functionalities required to address the challenges identified during the previous stages of the Design Thinking process. Rather than developing a fully featured platform, the prototype prioritised the essential functions needed to validate the concept while delivering immediate value to UK SME owners.
Following the principle that form follows function, the prototype was designed to solve the identified problem before considering aesthetic or advanced features. The development process therefore prioritised usability, integration and operational efficiency, ensuring that every feature contributed directly to reducing administrative workload, improving business visibility and supporting faster, data-driven decision-making.
To ensure that the proposed venture was understood within its wider organisational context, the solution was analysed using the CATWOE framework from Soft Systems Methodology. This approach helped define the key stakeholders, the intended transformation and the environmental factors influencing the proposed solution (Checkland, 1981).
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Applying the CATWOE framework ensured that the proposed venture addressed not only the immediate operational challenges experienced by SME owners but also the broader organisational context in which the solution would operate.

AI Business Companion – Minimum Viable Product
The proposed MVP is an AI-powered business management platform designed specifically for UK SMEs. Rather than replacing existing software, the platform integrates existing business systems into a single intelligent ecosystem. By combining operational data with artificial intelligence, the platform reduces administrative workload, improves business visibility and supports more informed business decisions.
Key Features
Customer Relationship Management – The platform automatically creates a complete customer profile by combining online and in-store purchases. For example, if a regular customer has not purchased for several weeks, the AI recommends a personalised promotion to encourage their return.
Online Store Integration – Online sales automatically synchronise with customer records, inventory and financial information. For example, every purchase immediately updates stock levels while recording the customer's buying history.
Intelligent Inventory Management – Inventory is automatically updated from supplier invoices while the AI monitors stock movement. For example, it recommends increasing orders of fast-selling products while reducing purchases of slow-moving items.
Customer Behaviour Analytics – The AI identifies purchasing patterns and customer segments to support better marketing decisions. For example, it recognises products frequently purchased together and recommends cross-selling opportunities.
Intelligent Promotions – Promotional campaigns are generated using sales history, inventory levels and product profitability. For example, the AI suggests seasonal discounts that maximise sales without reducing profit margins.
Predictive Stock Forecasting – Historical sales data is analysed to predict future demand. For example, the platform recommends when and how much stock should be reordered before shortages occur.
Supplier Cost Optimisation – The AI continuously searches for more competitive suppliers and external services. For example, it identifies lower-cost delivery providers while estimating potential annual savings.
AI Marketing Assistant – Marketing content, promotional images and social media posts are generated automatically. For example, the AI prepares complete campaigns and recommends the best publishing times.
Customer Loyalty Management – Personalised loyalty rewards are recommended according to customer purchasing behaviour. For example, loyal customers receive exclusive offers while occasional customers receive incentives to encourage repeat purchases.
Goal Tracking – Business owners can define measurable objectives while the AI continuously monitors progress. For example, if monthly revenue falls behind target, practical recommendations are provided to improve performance.
Business Health Score – The platform generates a single performance score by analysing finance, sales, inventory, customers and marketing. For example, declining inventory performance immediately highlights operational issues requiring attention.
Daily AI Brief – Every morning the AI produces a personalised summary of the day's priorities. For example, it highlights appointments, low stock, unpaid invoices, recommended marketing activities and urgent business alerts.
AI Action Centre – Instead of simply displaying reports, the platform recommends actions that can be approved immediately. For example, it prepares supplier comparisons, reorder suggestions and customer promotions, requiring only the owner's confirmation.
AI Business Coach – The AI continuously analyses every module to transform business data into practical recommendations. For example, it identifies sales trends, predicts future demand and recommends actions before operational problems become critical.
Unified Business Dashboard – All information is presented through a single dashboard integrating customers, finance, inventory, marketing and AI recommendations into one interface.
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The proposed MVP validates the platform's central value proposition by transforming fragmented business information into intelligent recommendations that help SME owners save time, reduce costs and make better-informed decisions while managing their businesses through a single integrated platform.

4.5 Testing and Refinement
Testing and refinement represent a continuous stage within the Design Thinking process rather than the end of product development. User feedback provides valuable insights into how the solution performs in real-world environments, often revealing new user needs, usability issues and opportunities for improvement. Rather than validating a finished product, testing allows designers to refine existing ideas, revisit earlier stages of the process and continuously improve the proposed solution through iterative development (ISO 9241-210, 2019).
To validate the proposed MVP, a pilot implementation would be conducted with a small group of UK SME owners representing different business sectors. Participants would use the AI Business Companion during their normal business activities over a defined testing period, allowing observation of how effectively the platform supports operational tasks, business management and decision-making. This approach would provide practical evidence of how well the solution integrates into everyday business operations while identifying opportunities for further enhancement.
The effectiveness of the proposed MVP would be evaluated using customer experience measures including Customer Satisfaction (CSAT), Net Promoter Score (NPS) and Customer Effort Score (CES). These indicators would provide valuable insights into user satisfaction, usability and the overall effectiveness of the solution. In addition to these quantitative measures, qualitative feedback would be collected through user interviews and observation sessions to better understand user expectations, identify missing features and highlight opportunities to improve the overall user experience (Nielsen, 1994).
The findings from the testing phase would directly inform future development of the AI Business Companion. User feedback would be used to prioritise new features, simplify navigation, improve dashboard visualisation and expand system integrations according to real business needs. By continuously incorporating user feedback into future iterations, the platform would evolve beyond its initial MVP while remaining aligned with the challenges experienced by UK SMEs. This iterative approach ensures that innovation is driven by evidence gathered from users rather than assumptions made during development.
5. Conclusion
This report demonstrated how Design Thinking can be applied to address a real business challenge faced by UK SMEs. The research identified fragmented digital systems, inefficient workflows and limited business visibility as key problems affecting operational efficiency and decision-making.
To address these challenges, the proposed AI Business Companion was developed as a Minimum Viable Product (MVP) that integrates business functions into a single intelligent platform. By combining operational data with artificial intelligence, the solution provides practical recommendations that reduce administrative workload, improve business visibility and support more informed decision-making.
Overall, the proposed solution has the potential to improve operational efficiency, strengthen customer relationships and support business growth. Furthermore, the iterative nature of Design Thinking ensures that continuous user feedback can guide future development, allowing the platform to evolve alongside the changing needs of UK SMEs.
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one integrated platform.

3. DAILY OPERATIONS

Updates bookings, records sales,
manages invoices and performs
administrative tasks using
different software.

« Creates bookings and manages
schedules

+ Records sales and issues invoices
+ Reconciles payments
+ Updates inventory or services

+ Performs day-to-day admin
tasks across different software

£ "Why do | have to enter the
same information several
times?”

« Duplicate data entry increases
‘workload

« Highrisk of errors and
inconsistencies

 Multiple tools create
inefficient workflows

Overwhelmed and
under pressure

Automate data synchronisation
across business functions to
eliminate duplicate work.

Owner or manager of a UK Small or Medium-sized Enterprise (SME).
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4. BUSINESS MONITORING

Reviews income, appointments,
customer activity and
business performance.

« Extracts data from multiple
systems

« Creates reports manually
« Analyses financial performance

« Tracks customer activity
and retention

66 "I know the information exists,
but it takes too long to
find it”

« Datais scattered across
different systems

« Reports require manual work
and take too long

« Limited visibility of key
performance indicators

Concerned about lack
of clarity and time

Offer real-time dashboards
and Al-generated insights
for faster decisions.

%7

5. BUSINESS GROWTH

Plans marketing activities and
fentifies opportunities to
improve business performance.

« Plans marketing campaigns

« Reviews performance to
identify opportunities

« Searches for customer
to support decisions

« Looks for ways to improve
and grow the business

66 "What should | focus
on next?”

« Limited insights to support

strategic decisions

« No clear recommendations

on what actions to take

« Difficult to identify growth

opportunities

4

Hopeful about growing
the business

Provide Al-driven
recommendations to support
growth and business strategy.
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INNOVATION AMBITION MATRIX

Application to the Proposed Venture

WHERE TRANSFORMATIONAL
TO PLAY Createkniw Developing breakthroughs
ta’r';:: :e:; and inventing things for

markets that don’t yet exist.
customer needs

High risk, high potential
for significant impact.

ADJACENT
Leveraging existing technologies
to create an integrated
Al-powered business management
solution for UK SMEs.
Addresses adjacent customer
needs in a related market.

+/ PROPOSED VENTURE

Enter adjacent
markets,
serve adjacent
customers

CORE
Optimising existing
products and services
for existing customers.
Low risk, focuses on
efficiency and incremental
improvements.

Serve existing
markets and
customers

Use existing Add incremental Develop new HOW
products and assets products and assets products and assets
Maximise current capabilities Extend existing capabilities Invest in new capabilities to TO WIN
and resources. to deliver additional value. create and deliver new value.

The proposed venture is positioned as an Adjacent innovation, combining existing technologies (Al, CRM, scheduling,
marketing and communication tools) into a new integrated solution that addresses adjacent customer needs for UK SMEs.
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Design Thinking framework of Desirability, Viability and Feasibility

CRITERIA FOCUS ASSESSMENT OF THE PROPOSED VENTURE

Focuses on the users and The solution addresses a genuine pain point for UK SMEs:

O O o market need. time-consuming administrative tasks, disconnected tools
and lack of visibility.

Does the solution solve a

DESIRABILITY real problem that users

care about?

Research with target users confirmed a strong need for an
integrated, easy-to-use platform that saves time and
improves business control.

/ Focuses on the business The venture has a clear revenue model based on
I I I value and sustainability. monthly subscriptions with tiered pricing.
. Is there a viable business There is a large and growing market of UK SMEs
VIABILITY model with potential for undergoing digital transformation, creating strong
profit and growth? potential for recurring revenue and long-term scalability.
Focuses on the technical The solution leverages existing technologies such as
and operational cloud infrastructure, Al tools and proven business
achievability. management systems.
FEASIBILITY Can the solution be built The team has access to the necessary skills, partners
with available resources and resources to develop an MVP within a realistic

and technology? timeframe and budget.




