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Executive Summary
The report has reflected the concepts of strategic management of SMEs in the UK. Devanet UK Ltd has been selected as an SME in the UK to evaluate its various aspects. A brief history and the company background of Devanet UK Ltd have been explained in this report. Additionally, the report has focused on identifying the opportunities and threats for Devanet UK Ltd by applying PESTLE as well as SWOT frameworks. The current stakeholders of Devanet UK Ltd have been analysed critically through the stakeholder analysis matrix. The suitable market growth strategy for the company has been prescribed along with justification using the Ansoff matrix. The challenges faced by UK SMEs and relevant recommendations for Devanet UK Ltd have been described in this report effectively.
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[bookmark: _l9ke33p0bdvp][bookmark: _Toc2036543941]Task 1: Introduction
Strategic management for SMEs refers to the procedure which involves the development and application of plans to help a small or medium-sized company achieve its business objectives. This report aims to understand the concept of strategic management of SMEs for a small company Devanet UK Ltd. The report will cover a brief company overview of Devanet UK Ltd. The external environmental analysis of Devanet UK Ltd using the PESTLE framework along with its internal environmental analysis using the SWOT framework will be conducted. The stakeholder analysis of Devanet UK Ltd will be demonstrated along with evaluating the power and expectations of different stakeholders. Furthermore, the strategic growth options available in the market for SMEs will be analysed. In addition, the most sustainable strategic growth option for Devanet UK Ltd along with the rationale will be evaluated in this report. Besides this, challenges encountered by SMEs in the UK including Devanet UK Ltd will be investigated critically. In addition, key recommendations will be provided for Devanet UK Ltd in this report efficiently.

[bookmark: _c9r8i04kro99][bookmark: _Toc898556205]A brief overview of Devanet UK Ltd

As per Pomanda (2023), Devanet UK Ltd is a British manufacturing and design company headquartered in Cheshire, UK. Founded in 2014, Devanet UK Ltd is situated in Congleton, CW12 1FU, UK. The main shareholders of this company are Alan Derek Rogers and David Martyn Webster, both accounting for 50% of the company ownership (Pomanda, 2023). The company was first opened in 1999 as Devanet Belts which was personalised in clothing and accessories production. However, gradually, the company shifted towards metal hardware customisation and assembly of products. As a separate legal entity, Devanet UK Ltd was formed in 2014 to shift its focus towards the manufacturing of buckles and belts. In 2018, Devanet UK Ltd acquired the licence to apply Nano Ceramic coatings to metal products to produce an anti-tarnish finish and hypo-allergenic benefit to jewellery products (Devanet Belts, 2023). In recent periods, the services of Devanet UK Ltd have included graphic design, 3D printing prototypes, waxes for casting, branding solutions, cast resins, and CNC precision machines. The average employee number of Devanet UK Ltd was 1 in 2022 (Devanet UK Limited, 2022). The annual turnover of Devanet UK Ltd was estimated at £110.3k in 2022 (Pomanda, 2023). The mission statement of the company is to design and produce the best British products to make them available for customers. The company also focuses on producing eco-friendly sustainable products to secure its future development (Made in Britain, 2024).
[image: ]
Figure 1: Annual turnover of Devanet UK Ltd
(Source: Pomanda, 2023)
[bookmark: _i0b5msgifwrb][bookmark: _Toc528315586]Critically appraise the current strategic direction of Devanet UK Ltd
The strategic direction of Devanet UK is to continuously find new and innovative ways to develop its business in the UK. The company aims to provide customers with an integrated solution with prototyping, a whole package of design, manufacturing and packaging. The company collaborated with an innovative manufacturing firm to produce a range of vegan leather products, sheets and rolls from 2020. Apart from these, Devanet offers branding solutions for metal products to UK customers with diamond engraving, 3D engraving, Pantone colour filling, laser etching, embossing, and sublimation printing. One key strategic direction of Devanet UK Ltd is to customise small order quantities and offer flexibility to customers. Devanet also aims to provide a production facility and one-stop design in the UK to meet customer demands as well as avoid expensive product stock holdings from offshore suppliers (Devanet Belts, 2023). Devanet strives to be the selected supplier for customers in fashion, leather products and metal goods in the UK with the ethos of innovation as well as continued learning. Another important strategy of Devanet is to collaborate with outstanding partners who supply leather, raw materials and special components to help serve its customers efficiently (Devanet Belts, 2023).

[bookmark: _eqhzi79clmu][bookmark: _Toc233394306]External and internal environmental analysis of Devanet UK Ltd

[bookmark: _md6twqh0rr10][bookmark: _Toc808513038]PESTLE analysis of Devanet UK Ltd
	Factors
	Description
	Impacts

	Political
	Brexit uncertainty: In the UK, Brexit has created trade uncertainty among UK manufacturers due to poor trade relationships with EU members. This can affect the trade relationship of Devanet UK Ltd with its European suppliers due to Brexit uncertainty.
Political uncertainty: The change of the prime minister in the UK in the recent period has created political uncertainty among UK SMEs due to the imposition of new tax policies. As a result, Devanet UK Ltd can face new regulations and policies during its trading in the UK.
	High and Negative

	Economic
	Inflation rate: The current inflation rate of the UK was reduced to 4% in December 2023 from 10.1% in January 2023.
[image: ]
Figure 2: UK inflation rate
(Source: Trading Economics, 2024)
Therefore, the reduced inflation rate might help reduce the costs of raw materials and leathers required for manufacturing leather products. This could help Devanet UK Ltd earn more profits in the UK.
GDP growth rate: The GDP was expected to rise by 0.3% in November 2023, after increasing by 0.1% in August 2023 (ONS, 2024). Therefore, the rising GDP growth can enable Devanet UK Ltd to invest more capital due to better opportunities for higher ROI.
[image: ]
Figure 3: UK GDP growth rate
(Source: ONS, 2024)
	High and positive

	Social
	Rising population: According to Worldometers (2024), the current population of the UK is estimated at 67.87 million in 2024. Therefore, the rising population of the UK can be beneficial for Devanet UK Ltd to reach more potential customers.
[image: ]
Figure 4: UK population growth
(Source: Worldometers, 2024)
Rising demands for leather products: In the UK, the leather goods market is expected to grow with a 4.14% CAGR between 2024 and 2028 (Statista, 2024). The rising growth of GDP has improved the purchasing power of consumers in the UK. As a result, Devanet UK Ltd can sell a wide range of designed leather products like belts to meet the rising consumer demands.
	High and positive

	Technological
	Innovative technologies: In the UK, the adoption of machine learning and AI has improved the speed of the warehouses of manufacturing companies. Therefore, Devanet can use robotic automation in its manufacturing unit for producing, picking, packing, and distributing leather products.
Social media integration: In the UK, the number of social media users is estimated at 53 million in 2024 (Zivkovic, 2024). Therefore, it can be beneficial for Devanet to promote its products on social media platforms by connecting with people.
	High and positive

	Legal
	Company Act 2006: The government of the UK rolled out the Company Act in 2006 to improve the disclosure transparency of business firms (Gov.UK, 2023). This Act is helpful for Devanet to improve the rights of shareholders and stakeholders by complying with corporate governance provisions to foster organisational success.
Consumer protection law: As per the Consumer Protection Act 2015, consumers in the UK have the statutory rights to return faulty items and negotiate costs. This can limit the operational procedures of Devanet in the UK to protect the rights of consumers.
	Moderate and positive as well as negative

	Environmental
	Waste management policy: The UK government regulates various waste management policies including recycling products, reusing products and reducing solid waste. This can be beneficial for Devanet to effectively manage its solid waste while manufacturing leather products.
Net Zero carbon emission: The government also has committed to reducing its total carbon footprint towards Net Zero by 2050 across every sector in the UK (Carver and Walker, 2023). This can be helpful for Devanet to minimise its carbon emissions produced from its manufacturing unit by adopting alternative solutions.
	High and positive


Table 1: PESTLE analysis of Devanet UK Ltd
(Source: Author)

[bookmark: _v8h6rrusc396][bookmark: _Toc1864381191]SWOT analysis of Devanet UK Ltd
	Strengths
	Weaknesses

	Wide range of portfolio: The company has a wide range of products and services portfolio in the UK. Devanet offers product manufacturing, branding solutions, graphic design, 3D printing prototypes, cast resins, waxes for casting and CNC precision machines (Devanet Belt, 2023).
Growth in net assets and operating profits: In 2022, the company also registered a growth in net assets with £49.1k in 2022. Devanet also generated an operating profit of £45.2k in 2022 due to its lower overhead costs (Pomanda, 2023).
Drive innovation: The company also leverages innovation in its service portfolio with 3D design and innovative branding solutions. This company manufactures homeware gifts, jewellery, belts, and customised buckles with innovative designs (Made in Britain, 2024).
	Lack of employees in operation: The average employee number of Devanet UK Ltd was 1 in 2022. Therefore, the lack of employees in the workforce might restrict the operational efficiency of the company. In addition, it will be difficult for Devanet UK Ltd to provide better customer service due to a lack of staff in its workforce.
Lower annual turnover: In 2022, Devanet generated £110.3k in its annual sales (Pomanda, 2023). However, the annual sales growth is lower than the annual sales of the average company with £12.1 million (Pomanda, 2023).
High consumer demand: The poor management of Devanet is unable to recruit new employees for better operation. As a result, the company fails to meet the high consumer demand for leather products, jewellery and metal goods in the UK.

	Opportunities
	Threats

	Growing demands for products and services: The leather industry is highly demanding in the UK due to the rising trends of leather products for fashion influencers. As a result, this can provide better opportunities for Devanet UK Ltd to manufacture massive volumes of leather products to meet high consumer demands.
Employment opportunities: Devanet can employ some staff for its operation using its operating profits. Therefore, better opportunities for employing new staff can improve the productivity and operational efficiency of Devanet UK Ltd.
Market expansion opportunities: The company can promote and sell its products in online markets using social media platforms. This can provide better opportunities for Devanet UK Ltd to expand its online market to reach potential global customers.
	Risk of hazardous chemicals: The company can encounter an operational risk due to the elimination of hazardous chemicals to water from the manufacturing units which can create a serious business threat.
Competitive risks: Devanet UK Ltd can encounter competition from its major manufacturing brands in the UK such as Eurofins - BLC, Abbey England, Beaufort, and Tusting. Therefore, the high market share of major brands can affect the business growth of Devanet in the UK.
Operational risks: The business operation of Devanet can be affected due to a lack of employees in the workforce. The current operation of the company can be interrupted if the company fails to hire more employees to handle operational units.


Table 2: SWOT analysis of Devanet UK Ltd
(Source: Author)

[bookmark: _v7tkrkcf0org][bookmark: _Toc196529573]A stakeholder analysis of Devanet UK Ltd and evaluating the different stakeholders’ expectations along with their power
In the context of UK SMEs, Devanet UK Ltd has a significant number of various stakeholders who might have high interest, expectation and power in the business. The potential stakeholders of Devanet UK Ltd are going to be discussed as follows;
Internal stakeholders: The internal stakeholders of an SME in the UK refer to individuals or a group of people who are responsible for different activities within the business (Jenkins, 2006). The internal stakeholders of Devanet UK Ltd are its owner, board of directors, management, and employees. Alan Derek Rogers and David Martyn Webster are two major shareholders as both hold 50% of the company’s ownership respectively. They are the directors of the board of Devanet UK Ltd (Pomanda, 2023). Both directors are responsible for the overall management of Devanet UK Ltd in the UK. The average number of staff in Devanet UK Ltd was 1 in 2022 as per the last annual report (Devanet UK Ltd, 2022).
Expectations and power: According to Wallbridge (2023), as per the stakeholder analysis matrix, business firms must closely manage their most interested and influential stakeholders for better business success. Both shareholders of Devanet UK Ltd have the highest power to make decisions as they are both liable for 50% of the company’s ownership. Both stakeholders expect a high return by maintaining high quality and innovative design for the final leather or metal products of Devanet UK Ltd. However, the employees of business firms must be kept informed through internal communication. The staff of Devanet UK Ltd can be categorised under ‘keep informed’ due to their less power and high interest in the business.
[image: ]
Figure 5: Stakeholder analysis for Devanet UK Ltd
(Source: Wallbridge, 2023)

External stakeholders: The external stakeholders of business organisations refer to the individuals or groups of people who are not directly involved with or influenced by business activities (McGrath and Whitty, 2017). The customers, suppliers, and creditors of Devanet UK Ltd are considered external stakeholders.
Power and expectation: The customers and suppliers of business firms have high power but less interest in business activities. Therefore, they must be kept satisfied by business firms as the per stakeholder analysis matrix. Similarly, the consumers and supply partners of Devanet UK Ltd have a high influence in controlling product costs. However, they do not have any interest in the business operational activities such as revenue generation of Devanet UK Ltd.
[bookmark: _7syszh5ulbp3][bookmark: _Toc1020804916]Discussing available strategic growth choices for SMEs in the markets and proposing a new sustainable strategy for Devanet UK Ltd along with justification
Several strategic growth options for UK SMEs are available in the market that are going to be demonstrated using Ansoff Matrix as follows;
[image: ]
Figure 6: Ansoff Matrix
(Source, Hanlon, 2021)

Market penetration: According to Marjoram (2023), a market penetration strategy of a business firm aims to increase its sales within its existing market among its current customers. This can be achieved by increasing the online marketing efforts of the company to reach more potential customers. This also can be achieved by introducing various customer loyalty scheme programmes to encourage customers to repeat purchases. The market penetration strategy also involves the development of new ways to generate positive experiences for customers based on meeting their demands by increasing product supply in the existing market.
Market expansion: As per Hanlon (2021), the market expansion strategy involves entering into a new potential market by business firms to reach new target customers. Businesses can implement this strategy by targeting a different demographic group of customers that might meet their product or service demand. Business organisations can also open new stores in different target destinations to expand their market. This market growth strategy of business firms aims to access potential customers by changing their marketing positioning strategy while expanding in a new market. As an example, in 2018, Amazon accounted for 49% share of the US e-commerce market (Growth Idea, 2023).
Product development: As per Marjoram (2023), this marketing strategy allows business firms to improve their existing products to attract existing customers and create business growth by selling newly developed products. In this case, business firms can expand their current product line by offering better quality and more features or introducing a newer version of their existing product line. As an example, Apple consistently develops the features of its existing products to introduce a new product to attract potential customers. In the UK, many small SMEs conduct customer surveys to know their product needs required for product development.
Product diversification: Hanlon (2021) identified product diversification as the most innovative strategy to introduce new innovative products in the market. This strategy is potentially risky but can provide high benefits to business firms if executed properly. In this case, business firms need to identify their sales opportunities, analyse the market and think about innovative ways to diversify their products or services. Therefore, business firms can boost their sales by generating potential customers through product diversification. As an example, Coca-Cola has diversified its product portfolio towards healthier beverage options to meet evolving consumer preferences (Farooque, 2022).
Cost reduction: Another significant market growth approach business organisations can apply is to reduce the costs of their existing products or services (Growth Idea, 2023). This can help business firms boost their earnings and free up more capital required for market expansion. Business firms use accounting software to monitor their operational spending. In this case, automation can reduce the operational costs of a company by eliminating the overhead costs of employees (Growth Idea, 2023).
Alternative marketing channels: In the digital era, the most sustainable business growth strategy for SMEs is to use alternative marketing channels to reach more potential customers (Growth Idea, 2023). In addition, business firms can build strategic partnerships with other viable businesses to acquire access to new markets which can leverage their business growth. This can involve introducing another digital platform or channel for a company to promote its brand, interact with potential customers and make the deal finalised through product selling (Growth Idea, 2023). As an example, business firms can use Google Ads to promote their business growth or collaborate with Amazon as a third-party seller to increase their product selling opportunities (Growth Idea, 2023).

The most sustainable business growth strategy for Devanet UK Ltd

Being a small company, Devanet UK Ltd has a diversified portfolio of products and services. The company has already established itself in its existing domestic market with existing customers. In this situation, making collaboration with a strategic partner can be ideal for Devanet UK Ltd to explore new markets and gain access to new capital resources. In this case, the company needs to be engaged in manufacturing innovative products to reach more potential customers in a new market. This can help Devanet UK Ltd leverage its potential business growth in a new potential market through strategic collaboration.

[bookmark: _ubnzhxdn814g][bookmark: _Toc576716599]Identifying challenges faced by SMEs

Numerous challenges various SMEs consistently can encounter during their operations are going to be discussed as follows;
Cost of living: In the last year, SMEs encountered high inflationary pressure due to rising costs of materials and fuels brought by manufacturers in the UK. As a result, consumers were suffering due to a high living cost crisis which reduced their spending power. 82% among 1,472 SMEs responded that since 2022, the rising living costs in the UK adversely affected their business (Gordon, 2023).
Reaching Net Zero: The environmental progress of SMEs is essential to help the UK reach Net Zero carbon emissions by 2050. In the UK, 83% of SMEs believe that sustainability challenges are essential to them due to the consistent impacts of Brexit and rising energy costs (Gordon, 2023). Additionally, 46% of SMEs identified high costs and insufficient budget as their biggest challenges towards their journey to Net Zero (Gordon, 2023).
Evolving with innovative technologies: In the UK, SMEs faced challenges due to the rapid evolution of innovative technologies. Certain SMEs are found slow to adopt innovative technologies due to their lack of financial budget and technological experts. Additionally, employees in business firms often become resistant to technological changes due to their lack of IT knowledge and technological skills. This could also prevent SMEs from adopting new technologies to foster their business operations.
Lack of financial capital: Most SMEs in the UK fail to significantly grow due to a lack of financial capital in which they could invest in their business growth. In this report, Devanet UK Ltd registered lower annual sales than average companies in 2022. Additionally, the company does not have enough capital to incur its additional debts. As a result, a lack of financial resources can prevent the business growth of SMEs in the UK.

[bookmark: _5ddp2bzi5fnr][bookmark: _Toc1841070428]Discussing key strategic recommendations for Devanet UK Ltd

Keep costs lower through product diversification: Devanet UK Ltd is recommended to keep its product costs lower by diversifying its product segment during the rising living cost crisis or inflation rate. Therefore, this can help consumers purchase products at affordable costs despite the living cost crisis or higher inflationary pressure.
Focusing on the recycling process: Devanet UK Ltd must focus on the recycling process to recycle wasted leather materials sustainably. This can help the company save leather resources or raw materials and produce better environmental sustainability. Thus, Devanet UK Ltd can ensure its journey towards Net Zero by 2050 more efficiently.
Adopting IoT: Devanet UK Ltd is recommended to adopt IoT devices to automate its services and scale up its business operations without high spending for infrastructure maintenance. Using IoT devices can increase the operational efficiency and productivity of Devanet UK Ltd despite a lack of capital resources.
External investors: Devanet UK Ltd is required to attract external investors through a product diversification strategy and potential business growth opportunities to finance external capital resources. This can be beneficial for Devanet UK Ltd to foster its potential business growth with the help of investors despite a lack of internal capital resources.

[bookmark: _pa50wiqaw4ax][bookmark: _Toc754047331]Conclusion

Henceforth, the report has reflected the contextual framework of the strategic management of SMEs. A brief introduction of Devanet UK Ltd has been demonstrated in this report along with strategic actions. The internal and external environmental analyses of Devanet UK Ltd have been evaluated in this paper. A stakeholder analysis of the company has been conducted to identify the expectations and power of associated stakeholders. The most suitable market growth strategy for Devanet UK Ltd has been proposed along with justification. Furthermore, the challenges encountered by UK SMEs have been investigated in this paper. In addition, some recommendations for Devanet UK Ltd have been suggested to mitigate identified challenges.
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