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The business sector includes various challenges because of the market needs and demands which is the reason companies are finding opportunities that are able to use in order to develop their products and services in ways that it could meet customer needs which essentially would allow the companies to sustain the challenges in the market. However, the business market is not always easier like this. The challenges do not always come from the business market. There are internal and external challenges that always influence the company operations and this is where the strategic management is relevant for the companies in order to ensure that the companies can identify their own strengths and weaknesses in order to approach in the market that would help them to reach their target market without issues. This is the reason there are various factors related to the strategic management of the companies and this is especially important to understand for entrepreneurs as they are involved with small and medium enterprise that are the ones that face most of the challenges within the market, therefore, strategic management is crucial for such companies. There many small and medium enterprises in the UK that suffer from increased competition due to the fact that these companies do not have the necessary strategies in terms of the management of the operations. This is why it is important for managers in the small and medium enterprises to know the aspects of management that are related with the internal and external business environment of the company and the strategies that revolve around the advantages for competition in the business sector. This report will provide the basic ideas on these aspects along with an explanation of what an SME can do in this case in order to sustain the competition and this report will be in the context of Village Bakery which is a small supplier company for bakery items that produces bakery foods and then they sell it to various retail shops in the market.


[bookmark: _Toc25875654]Strategic management in different contexts; Corporate\level strategy and business level strategy
Strategic management is the process of managing the resources of a business organisation for reaching the organisational goal. Strategic management works by setting objectives for the organisation and examining the overall scenario of the competitive environment (Baye, 2017). The strategic management evaluates strategies for managing the roles of management and other employee performance. The internal and external communication process is implemented by strategic management which is called strategic management plan. 
[bookmark: _Toc25875655]Corporate level strategy 
Corporate level strategy is the process of making decisions that create a major impact on the effectiveness of the decision making process of the organisation. The leaders of the Village bakery needs to for adopt such a leadership style that supports their corporate level strategy for increasing their competitive advantage while including the workforce in the decision making process. Usually a democratic management style is better when the goal is to establish competitive advantage by improving employee engagement and motivation. 
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In order to position themselves in the competitive market, business organisations are required to specified corporate level strategies. A specific target is fixed by implementing corporate level strategies. The market condition changes from time to time and this is the reason why the business marketers are required to change their corporate level strategies based on necessity (Adair, 2017). There are several types of corporate level strategies which have been explained in the following- 
Business diversification strategy 
In order to achieve successful sales and marketing, business organisations select the strategy of diversification. There are two types of diversification strategies which are- dominant business diversification strategy and single business strategy. In order to adopt this strategy, business organisations need to be a niche market leader (Cook, 2018). The single business strategy is focused on the diversification of a single product or service. On the other hand, the dominant business strategy is the process diversification of several products or services. The single diversification strategic business owners can transform their business into a dominant strategic business. Both internal and external business environmental factors must be taken under consideration by the leaders in order to devise any strategy. They must evaluate these factors to identify the upcoming changes in the market and adopt accordingly. 
Business stability strategy 
By adopting the business stability strategy, business organisations can be successful in reaching their optimal market share goals. The market share is maintained properly by adopting this strategy. For example, Village Bakery can adopt this strategy and develop an efficient manufacturing system that minimizes cost and maximizes profit. This way they can charge less for their product and establish a strong competitive advantage and obtain more market share.  
Business growth strategy 
A business growth strategy is one of the most beneficial ways to achieve more revenues. Based on the vertical business growth strategy, organisations make a change in their operational process by taking over the different components. Based on the horizontal business growth strategy, the business organisations take the steps of expanding the area of their market by entering into a new market (Barney, 2018). For example, when Village Bakery starts its food delivery services, it will be considered as horizontal business growth strategy as they will include new areas in their portfolio. It is important that the managers take the components of the new market into account while implementing their overall strategy, given the fact that each market has their own sets of features the leaders should use one blanket strategy for all the market, rather they need to make necessary changes in accordance with the distinctive attribute of different markets.    
Retrenchment strategy 
Based on the retrenchment strategy, the marketers have to identify the major causes of their problems. After that, they take necessary steps to solve the problem. In order to improve the performance of business, business organisations make necessary steps for redefine their business. The redefining process is often implemented by reducing the pace of some specific activities of business. For example, changesare adopted by eliminating product line or a specific target market from the business. adding new target market and product line is also included in this strategy.    
[bookmark: _Toc25875657]Business level strategy 
Business level strategies are regarded as the process of evaluating the needs and demands of the customers and gaining competitive advantage. By this, business organisations can exploit competencies in their products and services. 
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Village Bakery maintains this strategy for fulfilling the needs are requirements of its customers. This helps them a lot to gain a competitive advantage in the field of the complicated business market. An average return is achieved by fulfilling the needs of customers. The position of a business organisation largely depends on its business level strategy. The various types of business level strategies have been discussed in the following-      
Differentiation strategy 
Differentiation strategy is the process of adding unique features in the products or services in order to gain the attention of target customers. There are several tactics for implementing the differentiation strategy. Village Bakery maintains this strategy in many ways. For example, sometimes they provide high customer service, high-quality products or advanced technological features for creating value in their products or services. 
Cost leadership strategy
Cost leadership strategy is the process of getting a competitive advantage by reducing operating costs. The operating cost is minimized based on the business average. After that, product or service prices are reduced. Village Bakery uses this strategy to maximize its profit margin by offering low prices to its customers. 
Focus strategy 
A focus strategy is a process of implementing the cost leadership and differentiation strategy based on a specific niche market. By maintaining this strategy, business organisations can capture more market share. This strategy is implemented by analyzing the dynamics of a specific market. The different needs of customers are analysed properly by this strategy. After that, costs are decreased by capturing more market share. 

[bookmark: _Toc25875659]Strategic management in practice; to include the strategic position, strategic choices strategy into action and development processes
[bookmark: _Toc25875660]Strategic management in practice
Strategic management in practice is the way of conducting strategic planning and strategy formulation process. There are some specific components of strategic planning and implementation that are included in the strategic management practice. 
Strategic position is referred to as the impact of competences, internal resources, and external environment. Additionally, stakeholder influence is also a matter of concern in the strategic position concept (Finlay, 2015). In order to make the proper strategic plan, the business organisations are required to analyse their strategic position properly. In order to determine the validity and reliability of the current strategy, business organisations have to determine the actual scenario of their strategic position. Village Bakery can also adopt this process in order to select the best strategy for their organisation. The objective of the bakery is to provide quality food at cheaper prices and for this their strategy may be to buy good raw materials in bulk to reduce cost and sell at lower priced to the customer.
A strategic position is considered as the internal part of the overall strategic management. A strategic position is implemented based on some specific key aspects. The key aspects have been provided in the following- 
For analysing the strategic position, Village Bakery can take the necessary steps of understanding the strategic capability. They can update the features of the products based on the needs of their clients. They have to determine and analyse the critical success factors which will be beneficial for them to stay in the market by competing with the other rivals. The available resources for the strategy should be checked before taking any action.  
Strategic choice is the process of selecting the appropriate strategy which will be suitable for the organisation based on the impact of the business environment. The decision is taken by analyzing all options which are available and choosing the best one for the organisation. Before choosing the strategy, the business organisations determine and analyse their external environment and other factors. The impacts of external and internal environments are analysed before selecting the strategy. There are some specific ways of strategic choice and development process which has been explained below- 
For implementing the strategic choice, the organisation is required to focus on the available alternatives. A manageable number of likely strategies are analysed by following a structured manner. In the next step, the selection factors will be analysed because those factors are eligible to determine the criteria of evaluation. There are two types of factors such as- objective factors and subjective factors (Blair, 2015). Based on the objective factors, analytical techniques will be used for facilitating the strategic choice. Based on the subjective factors, personal judgment will be used for descriptive factors. In the next step, the strategies will be evaluated properly by analyzing the capabilities of fulfilling the organisational activities. After assessing the available alternatives, the company is required to choose a suitable strategy based on the existing conditions.    
For example, Village Bakery can implement market research to know the strategies which are being adopted by the competitors. After that, they have to adopt the mentioned techniques to select the appropriate strategies for their organisation. 
The success or failure of a business largely depends on the strategic choices which have been made by the organisation. The business organisations should be careful about choosing a suitable strategy. Spending a huge amount of time and resources will create a bad strategic choice. This is the reason why they have to make the best use of their time, energy, effort and resources for choosing the strategy. For example, it can be said that the competitors may select the strategy which could be selected by Village Bakery. So, the strategic choices should be implemented within a short period of time. The bakery has to prioritise the activities and make investments that is required presently for example the company may have to invest in an oven rather than new company posters for the door. The amount of revenue largely depends on the use and value of resources. The effective use of scarce resources is the key strategy to be successful in any business.  So, Village Bakery has to make its strategic choices based on the tactics of using scarce resources in its operational process. It will be beneficial for them to earn more revenues from their business. Another factor of strategic choice is the business objective or goal. The business organisations have to take the necessary steps of strategic choice based on the goal of the business. For example, if the current goal of Village Bakery is to increase their sales, they have to decrease the cost of their production for offering lower process to their available retailers. They can simplify their production process for cutting extra costs from it. They can also reduce the production costs by eliminating the unnecessary ingredients from it. 
[bookmark: _Toc25875661]Strategic analysis
The strategic analysis of the company involves the managers trying to identify the opportunities in the market that can help the company to gather ideas which can be viable for the business in the market, along with identifying alternative solutions that can be applied to meeting the customer needs and demands, identifying potential target customers, competition in the business sector, and the cost and resources that would be required for the company to have in order to use the idea that they have gathered from their analysis in their product development or improvements on their existing products and services (Baye, 2016). Strategic analysis is a common aspect that is required in every company as this essentially helps the management to sustain in the competitive market. Without the strategic analysis, companies cannot go for new ideas and their lack of knowledge in terms of the potential market can affect their business in which case they fall behind a lot from other brands that are ahead in the market.
Strategic analysis can be conducted using various tools. The most common tool is the PESTLE analysis and also the five forces theory which the companies can use in order to deeply analyze the situation within the market (Lynch, 2016). This ways companies can mostly gain the idea of the external environment of the company and this analysis can help them to develop strategies that would be suitable for the business to carry out in their operations.
The PESTLE analysis consists of several factors that are related with the macro-environment of business and this mostly deals the idea of how situations happening around the company can affect its business. The PESTLE analysis consists of political, economic, social, technology, environmental and legal that mostly influence the business operations within the market.
So based on the PESTLE analysis, an external analysis of the Village Bakery has been conducted in order to ensure that the company can use the information to develop their strategies from this. The PESTLE analysis is the following –
Political
The political factors indicate the situation within the nation in terms of the politics, government activities, legal changes, unrest in the society and many other which can impact on the business operations of the company (Thompson,2016). The political factors in the UK is now at a stable situation so this means that Village Bakery will have less difficulties in terms of carrying out their production operations and the delivery schedule as there is no issue at the moment in the United Kingdom that can significantly affect the business.
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Economic
The economic situation of the nation can be related with the income level of the customers. The better the economy, the higher the chances are for the company to put higher price tag as the customers have the income to afford such price. However, if the economy is not stable, then the customers are likely going to look for products that have reasonable pricing and will likely not prefer expensive items, in which case the companies will have no choice but to lower the price in order to meet the customer demands, as failing to do so would lead to customers looking to other brands that can offer reasonable value that reflects with the pricing. The economy at the UK is currently reaching to a stable position, however, it is recovering from a poor economy state caused by the Brexit decision, so the customers in the market still do not have much affordability to purchase products with higher price. That is why Village Bakery has to maintain their cost so they could offer their bakery food items at a cheaper price.
Social
The social factors indicate the current trends among people in the society, their cultural values, norms behaviors and many other aspects that link to their preferences when they try to buy products or services from the brands. As globalization has shifted many cultures and people have now awareness of various social ideas and ethical issues, their needs have changed a lot. So instead of looking to buy traditional bakery food items, customers now also prefer other variety of food items and this is why the Village Bakery now offers various bakery food items based on the preferences of the people in the society and not just selling traditional UK-based foods to the retailers in the market. So this is a factor that is pretty much in relevant to the business operations of the company. This means they can continue with their business.
Technological
This factor indicates how much availability of the technologies there could be that can help the businesses to use these to their operations in order to increase their efficiency. In UK there are various technologies that are available for production operations which are also at a reasonable price. This means that the Village Bakery has the opportunities to use the available technologies, and they already have some implemented in their operations which allows them to sell quality bakery items. Apart from that, the social media is largely available to public which also means that the smaller companies can also use it as their marketing platform which is the reason the Village Bakery has been able to maintain communication with their target customers through the use of the social media.
Environmental
This relates to how much the environment can influence the operations of the company. Heavy industries usually create pollution and are not preferred by local customers, therefore, this are suited for industrial zones. But for the case of Village Bakery, their production facility is related with the bakery food items and this is why it does not create any pollution. So the company does not face any negative pressure from their society in terms of their operations of business in specific.
Legal
The legal factors are related with the legal rules and regulations within the nation. The UK has a strict business laws that every company has to maintain. So this means that Village Bakery also has to comply with the laws as well.
The five forces theory is another way for companies to analyze the competitive pressure within the market which can help them to determine their strategic advantages so they could essentially develop their strategies (Porter,2016). The five forces include the following –
Customer bargaining capability
This indicates how much bargaining power does customers have in the market (Porter,2016). The UK economy is recovering from Brexit situation, but the individuals still have been going through poor economy and their income is still not very higher which means that the company has less bargain power over the customers and they have to offer a reasonable price with their products to match the economy situation of the nation.
Porters 5 forces
Supplier bargaining capability
The suppliers can also have bargaining power in the market which could be higher or lower depending on how much demand there is or how much the client company is valued in the market. In terms of the Village Bakery the company has less bargaining power due to the fact that it is a small and medium enterprise that sells bakery food items to other retail shops. So they mostly do not find suppliers who would offer reasonable price, unless there is a very low demand for a particular material for production of the company.
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Competition
This indicates how much competitiveness there is in the target market. Village Bakery isn’t the only bakery production company and there are tons of companies that maintains both production and retailing through their shops, so Village Bakery has a higher competition in the business market of the UK in specific.
Threat of substitution
This indicates the number of substitute products there are in the market. As mentioned above, there are tons of other companies that works with similar operations that Village Bakery maintains, which means the company has to provide variety in order to be different from other competitors.
Threat of new entrants
This is related with the risk of new companies entering in the market and causing the competition to be higher. The Village Bakery usually does not get much newer companies with this kind of business so this is where the threat is lower for them.
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The strategic resources refer to the key resources that are relevant to the company operations which essentially can contribute to the competitive advantage of the company in the business sector. The resources that are related in this case are considered as the primary resources which can allow the company to reach their objectives while also being able to sustain the market pressure from this. The main resources that helps the companies to gain advantage in the business sector is its financial backup, and its workforce that can be essential for various operations of the company (Tapera, 2016).
With the financial resources the Village Bakery can simply use the budget to develop new ideas or gather enough raw materials to support the business and meeting the needs of the customers (Brinkschröder,2016). The workforce in this case is the key to success since the workforce can be used by the company to their different operations such as gathering feedbacks from customers, managing the operations, carrying out the tasks, maintaining communication within the workplace and various functions that can, if used well by the management, could change the outcomes of the company operations.
In order to find how much the company is better able to use their resources and their lacking, there are several strategies to do this. SWOT tool is essentially the most commonly used too to identify the strength, weakness, opportunity and threat that a company has with their business and this can be used by the Village Bakery to identify their strengths and weaknesses (Whiitington, 2010). Using this information, the company can develop their strategy to gain competence in the market. In this section, a SWOT analysis for the Village Bakery has been formed so that the current position of the company in terms of their competencies in the market can be identified with this. The SWOT analysis of the company has been explained in details which is as follows –
	Strength
	Weakness

	· The main strength that the company has is that it involves its business only with the production and they do not have any additional cost for the retail functions as they sell their products to other retailers.
· The company is small, therefore, it does not generate attention from larger companies and can safely conduct its business without risks.
· The company is able to maintain the flow of new product development through recent customer needs.
· The company is able to maintain their cost of production while maintaining quality in their products which many small companies like them are not able to maintain in the business sector.
	· The company is smaller, and that is also its issue, as it is the only reason they have little financial resources which does not allow them to easily expand their product ranges
· There are other similar companies that are offering almost same products as them and they are unable to experiment with variety since they prefer to maintain a safe level of cost of production

	Opportunity
	Threat

	· The company can expand their operations in other local areas of the UK, which can help them to reach other retail stores.
· There are local suppliers available who can offer materials for reasonable price which means company can save some of their finance and use this to develop ideas for new recipes for bakery food items.
	· Village Bakery isn’t the only company that is involved with bakery food items. This means the company always at risk of losing competitive advantage from this.
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The stakeholders are people who have interests on the company operations and its progress and these people can be directly involved with the company or they can be people from outside of the organization with no direct involvement to the operations. The stakeholders can range from the management, CEO, employees, and workers to people from outside of the organization such as the customers, suppliers, government, partner companies etc. Usually the expectations of the stakeholders can vary depending on their involvement with the company. For instance, the management of the company wants to see better sales from the Village Bakery operations, so they will try to plan their business strategies to achieve that. But customers will simply expect better products from the company and purchase from them without actually involving with the company.
There are several reason that makes the mapping of the stakeholder expectation really useful for the companies when they try to develop their strategies for business. First and foremost, the mapping of the stakeholders allows companies to communicate with their stakeholders which essentially improves the relation with them in the business. The organizations depend on the contributions of the stakeholders as they are often the people who provide the necessary support to the development of the company. So mapping their expectations by communicating with them creates good impression among the stakeholders in specific. With the mapping approach, the company can specify and prioritize on the things that stakeholders want to see in the company. It also allows companies to gain the necessary feedbacks from the stakeholders as well which can contribute to the development of new products that can be sold in the market or improving existing products that can influence the company to solve the issues that they have with their business (Scholes, 2007).
Ethical issues that can impact on strategic development
There are several ethical issues that can impact on the strategic development of Village Bakery. This includes the communication with the customers, sales strategy in the market, the development of products compared to the demands in the market, professionalism from staffs when handling customers, trade barriers, legal barriers and emotional factors of customers. For instance, the customers get various meanings from the marketing advertisement of the company, and if the message is wrong or not appropriate then it can hurt the development of the company. The same goes with the social media marketing as well which can result in the company losing their customers if they fail to communicate. Sometimes the company has to maintain the cost to ensure that product are always available to customers as failing to do so means if customers do not get their products during the time of higher needs, then they will become upset and will look to another product in the market. The professionalism of the staffs can also influence the customers to perceive about the company behaviors towards its customers. Trade barriers, or legal legislations can sometimes cause issues for companies to sell products in the market. Sometimes a product attribute has to be changed or marketing approach has to be taken differently if their current approach has issues that affect the customer values in the society.
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There are several types of strategies that small and medium companies can go with. The Village Bakery can make use of the following strategies that can help them to achieve sustainability in the competitive market.
Product development
This involves the strategy where companies can develop new products for existing customers. If the company decides that they want to bring new bakery items for retailers, then it would relate with this (Aktouf, 2011).
Market penetration
The market penetration is a strategy where the companies can focus on adding features to their existing products and then promoting this to the same market that it was focused on. With this approach the Village Bakery can develop the variations for their bakery food items and can simply advertise aggressively to attract retailers to buy from them.
Market development
This involves the strategy where companies can sell the same products that they offer to new market. If the Village Bakery wants to expand their operations to other areas, then this would relate to this strategy.
Diversification
This strategy indicates completely new product development for a completely different customer type. This works if Village Bakery wants to open a completely new store for selling different bakery items that would be available only at their store.


[bookmark: _Toc25875665]Corporate level strategy to include product diversity, international diversity, corporate parenting roles and portfolio management
Village Bakerycan develop their products and services based on the approach of corporate level strategy. They are also required to launch new products based on this strategy.
[bookmark: _Toc25875666]Product diversity
Product diversity is the technique of making more profits by changing a product category. By this, the companies can enter into a new market segment for gaining more market share and profit. It is also beneficial for maximizing the number of sales. In order to implement this strategy, the business organisations like Village Bakery is required to conduct an effective market research. Based on the research result, the company has to implement the strategic planning process whereby new food items will be served by the bakery.  
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Managing the diversity is a major concern for the business organisations. The global companies are required to maintain the international diversity management while trading internationally. A wide variety of cultural values should be analysed before adopting any business strategy. In order to manage the international diversity, the organisations are required to adopt the diversity programs. Before adopting any strategy, the different nature of culture, environment and other factors should be analysed (Blair, 2015).   
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Corporate parenting role is maintained by a specific person who is responsible for implementing the corporate decision making tasks. the management level and leaders responsible for taking the major corporate decisions for the company. the decisions regarding to marketing strategies, business strategies and budget plan are taken by the managers and leaders. 
[bookmark: _Toc25875669]Portfolio management 
Portfolio management is a systematic process of making the decisions regarding to investment issues. The decisions regarding to the asset allocation process is also included in the Portfolio management. The risks are balanced by implementing the tasks of Portfolio management      

[bookmark: _Toc25875670]Strategic evaluation and selection
There are some strategic approaches that the company can take to enhance their operations. These include the following –
Internal
This involves the approach to recruit new employees from a range of applicants while promoting this existing employees to higher position (Finch,2016). This allows the company to gain access to new ideas and innovation while supporting the skill and knowledge increase among the employees. This is ideal for larger companies and could be invalid for an SME. So in this case the Village Bakery should only apply this when they have a long hierarchy developed in the organization.
Merger and acquisition
The companies can merge with other companies to combine their resources and workforce in order to create a larger brand in the market. This can help the company to compete with larger organizations. The companies can also decide to take over another company in which case they get new resources and workforce that can expand their operations.
Alliance
This is a form of partnership business where their business identities remain separate but they cooperate with each other to gain competitive sustainability in the market. This alliance can be formed within a specific time limit and can have a specific objective.
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The strategic management is an important aspect that many companies have to maintain in order to ensure their sustainability in the business sector. This is why it is important for the small and medium enterprises to come up with their strategic management so that they could sustain the challenges. But to achieve such plan the company has to know the internal and external factors that can influence their operations and that can help the companies to form their strategies for sustaining the competitive challenges.
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