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Executive Summary
The chosen company is Land Chocolate, and an overview of the company has been provided. The report pertains to the development of business strategy for the company, which has included an analysis of internal and external business environment using relevant models and tools. The growth strategies of the company have been highlighted with the implementation of two models namely, Ansoff Matrix and Porters generic model. The chosen strategy for the company has been product differentiation after conducting the SAF matrix. Stakeholder analysis and fit has also been assessed in this report alongside the provision of relevant strategic recommendations for implementation and mitigation of challenges.
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[bookmark: _Toc164798408]Introduction
Organisational activities involved in devising goals and objectives and implementing and evaluating strategies towards achieving those goals and objectives on behalf of its stakeholders are vital to business growth and success (Lynch, 2015). These activities, collectively described as strategic management, help guide organisations to navigate changes and challenges in their business environment and gain competitive advantage (Barney and Hesterly, 2019). The practice of strategic management though, differs depending on the business type, market, business environment, goals, and many other factors. Given this, small and medium-sized enterprises (SMEs) with lesser resources and expertise, but greater flexibility, require different strategic management considerations and approaches than larger organisations. 
In this context, this report will focus on a chosen SME with the purpose of providing strategic recommendations to ensure its future growth and development, taking into consideration potential opportunities and challenges that it may encounter. For this purpose, the chosen organisation is Land Chocolate. 
[image: ]
Figure 1: Land Chocolate
(Source: Studio Thomas, 2024)
Elaborating on the report and its objectives, the discussion will include an examination of the chosen organisation’s current strategic statement/focus, including its vision, mission, goals, and values, with the aim of identifying its current strategic direction. It will critically analyse the internal and external environment of the organisation using relevant business environmental scanning tools to identify key opportunities, threats, strengths, and weaknesses. Subsequently, the report will further discuss strategic choices for the SME using relevant models/theories, and propose a new, sustainable strategy with justifications, based on the business environment insights and assessment of the organisation’s stakeholders - their power and expectations. Lastly, strategic recommendations for future development will be provided considering the potential challenges it encounters regarding implementing the formulated strategy.



[bookmark: _Toc164798409]Company Background 
Land Chocolate is an up-and-coming chocolate manufacturer based in East London. The company, a brainchild of Phil Landers, was launched in 2016, when Phil – a former worker at BBC Radio, found his passion for making chocolate and started his own venture after refining his craft under renowned chocolate guru Paul Young and the Mast Brothers (LAND Chocolate, 2024a). Coming to the present, Land Chocolate has built a reputation focused on quality for its authentic “bean-to-bar” offerings made from single-origin and single-bean bars (Studio Thomas, 2024). With only around 2-10 employees, it is an SME thorough, competing in the food and beverage industry, or more specifically, the chocolate-making trade (LinkedIn, 2024; GOV.UK, 2023). 
[image: ]
Figure 2: Defining an SME
(Source: GOV.UK, 2023)




[bookmark: _Toc164798410]Land Chocolate’s current strategic direction.
According to the reports of Land Chocolates (2023), the vision and mission of Land Chocolates is the produce of quality bean-to-bar chocolates, which will be championed by the finest cacao in the work along with the people growing it. The company had humble beginnings and has won numerous awards ever since they started. The chocolates are enjoyed around the world from Tokyo to Paris. The goal of the company is providing premium products at competitive pricing and increase the customer base. A range of promotional strategies are implemented by the company for enticing new customers along with increasing their sales. The objectives of the company are enhancing the perceptions of the customers significantly along with the development of long-term loyalty of the brand. The company is focused to provide their customers with an enjoyable, memorable and unique experience of Land Chocolates and offers good value for money along with delivering the value of quality and fun.
The name was given Land as it simplified the brand message and captured the provenance idea. The strategy highlighted the informative and functional visual identity to support the message along with highlighting the chosen country of origin and colour palettes based on the natural and earthy tones. The company understood that it is important to stand out on the shelf which is vital to get their products to be noticed. Hence, the focus was on brighter and louder patterns along with embellishment. However, According to Studio Thomas (2023), the company paired down to the brand's essence and created visual languages reflecting it. It made the company an antidote to the busy shelves of hustling.

[bookmark: _Toc164798411]Analysis of the internal and external environment of Land Chocolate to identify key opportunities, threats, strengths, and weaknesses.
In strategic management, understanding the business environment is paramount, as it provides useful insights regarding potential opportunities and threats including competition, as well as the link between the organisation and its environment. This includes understanding the macro-environment and the industry/sector that a business operates in, as well as the internal (controllable) environment, to assess potential strategic requirements. To this end, in the following section, PESTEL will be used to evaluate the external environment – the macro and industry/sector, respectively, whereas VRIO analysis will be conducted for examining the internal environment. 
PESTEL analysis is a simple tool that can be used to identify external forces that can affect an organisation (UNICEF, 2024). Below is a PESTEL analysis of the macro environment of Land Chocolate.
Political– The Global Economy (2024) narrates politically, the United Kingdom (UK), where the company is based, is stable, with a political stability index of 0.50 as of the latest values from 2022. 
[image: ]
Figure 3: Political Stability Index UK
(Source: The Global Economy, 2024)
In terms of corruption level, the country has a score of 71 out of 100, indicating an acceptably clean public sector (Transparency.org, 2024a). 
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Figure 4: Corruption Perception Index
(Source: Transparency.org, 2024b)
Apart from this, the recent Brexit has brought significant changes to the UK’s trade relationships and has many implications for businesses. Because of Brexit and the Trade and Cooperation Agreement, trade and tariff barriers have emerged between the European Union (EU) and the UK. However, it has increased opportunities for global trade beyond the EU by allowing for flexibility in negotiating trade agreements with nations outside the EU (International Trade Council, 2023). 
Economical – In regard to the state of the economy in the UK, the rate of growth of the Gross Domestic Product (GDP), which essentially represents the economic growth of a country, was reported to be around 4.1% in 2022. However, Statista (2023a) projections estimate that the rate will slow down in the following years. 
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Figure 5: GDP growth rate in the UK
(Source: Statista, 2023a)
The inflation rate, however, is at 3.4% as per February 2024 data, which is behind the ongoing cost of living crisis in the UK and the consequent fall in household disposable income (Statista, 2024). 
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Figure 6: Inflation rate in the UK.
(Source: Statista, 2024a)
This has also resulted in higher interest rates by the Bank of England in order to curb the inflation response, which is currently at 5.25% (Bank of England, 2024). Overall, the state of the economy in the UK is distressing. 
Social– Looking at the social aspect of the UK market, one of the leading social tendencies related to the consumption of food is worries about health. According to a survey, over 60% of the respondents stated that they have attempted to eat healthy, while a little over 45% have 'healthy eating' on their mind. Also, over half of UK consumers think hyper-processed food has a negative impact on health (Statista, 2024b). About Clear Channel (2024), the buying behaviour of consumers, the cost-of-living crisis has forced consumers to cut down on occasional treats, reassess items they consider "luxury", and avoid impulse purchases. Also, more and more consumers in the UK today search online before buying, with a rise in search interest regarding reviews and ratings, which shows that people are being more considerate with their purchases and seek trust and reassurance about product/service quality before purchasing (Puttini and Bandyopadhyay, 2023). 
Technological – The UK tech sector has grown ten-fold in the last decade, with capital investment in the sector rising from £1.2 billion in 2010 to £11.3 billion in 2020 and continues to grow at a fast pace (Carkett, 2021). According to a BT survey, a significant focus for UK companies over the next five years is to optimise customer experience using technologies, from augmented reality and analytics to machine learning (The Telegraph, 2024). 
Environmental – Concerning the environment, businesses must comply with laws related to environmental pollution such as the Environment Act 2021 (Abrahams and Gillett, 2024). Moreover, with growing government and public focus on business impact on the climate and environment, companies today are being driven to consider more sustainable ways to run their business, in regard to supply chain activities, waste management, recycling, and so on. This is supported by Statista (2023b) that, in the UK, over 1/3rd of the consumers expressed willingness to buy more eco-friendly or sustainable products if they were more easily available. 
Legal – Apart from environmental regulations, businesses in the UK must contend with a variety of laws related to consumer data protection, consumer protection, and health and safety, to name a significant few. In this regard, the main legislations that need to be considered are the DPA (Data Protection Act 2018), the Consumer Rights Act 2015, and the General Product Safety Regulations (GPSR) 2005 (Pinsent Masons, 2023). 
Having assessed the external environment, examining the internal business environment of Land Chocolates will help with understanding how the organisation can deal with the external factors. To this end, a VRIO analysis, which involves assessing the resources and capabilities of an organisation towards achieving competitive advantage based on four parameters – “value, rarity, inimitability and organisational support”, has been conducted (Jurevicius, 2023). 
The first course of action is to identify the resources and capabilities that the SME has.
Tangible resources
· Equipment/machines for making chocolate. 
· Properties in the form of office/outlet space in Benthal Green, London (LAND Chocolates, 2024a).
· £71,070 in total assets, and £19,850 in cash assets.
· Limited human resources with 2-10 employees (Endole, 2024).
Intangible resources
· Brand recognition/reputation for their quality chocolates, with several awards including recognised as one of the best “bean-to-bar” chocolate makers in the UK by The Independent (Embley, 2017).
· Unique knowledge/process of making single-origin chocolates with a focus on unique natural flavours that differentiates it from other brands (LAND Chocolate, 2024b). 




	Resource/ capabilities
	Valuable
	Rare
	Inimitable
	Organisational support
	Competitive Advantage

	Properties and equipment
	
	
	
	
	-

	Financial assets
	
	
	
	
	-

	Human resources
	
	
	
	
	-

	Brand recognition/ reputation
	
	
	
	
	Sustained 

	Knowledge/ process
	
	
	
	
	Temporary


Table 1: VRIO analysis of Land Chocolate
(Source: Created by the learner)
Considering the internal environment of the SME, it can be said that the organisation's operations are closely bound, with production managed by a small team, and supply and distribution handled intimately, through similar-minded suppliers and distributors. Overall, there are not many operational issues at the organisation, other than the limited scale of the operations. Now, with the external and internal environment of the organisation examined, a SWOT analysis has been carried out in the following section. This will serve to explore the relationship between the environmental influences and the resources and capabilities of an organisation, allowing for the identification of threats and opportunities. 






	Strengths
	Weaknesses

	· Focus on quality and ethics in operations (Cocoa Runners, 2024).
· Unique knowledge/process related to making chocolates. 
· The company has developed a good reputation for the quality of its products.
· Packaging and marketing focused on a functional and informative visual identity based on a colour palette of natural earthy colours to highlight the country of origin (Studio Thomas, 2024). 
· Close supplier relationships.
	· Lack of significant resources, both financial and labour, to compete with other larger businesses.
· Low brand visibility due to a smaller scale of operations. 
· Lack of a long-term plan for growth and development.

	Opportunities
	Threats

	· Considering the internal and external environment insights gained from the PESTEL and VRIO analysis, there are many opportunities for the business, such as the potential for better global trade operations in the backdrop of Brexit, which it can leverage to improve its supplier relations for importing cocoa. 
· Shifting consumer focus on health and safety in food is an opportunity for the business to improve its brand image and reputation by ensuring transparency in production and effective marketing. 
· Similarly, there is the opportunity to use advocacy to attract consumers by promoting good reviews/ratings. 
· The rapid pace of technological advancement and growing penetration in consumer behaviour, actions, and lifestyle, means that the company has the opportunity to leverage these to enhance business-customer interaction, and in turn, improve promotion and sales. 
· The focus on sustainability is an opportunity for Land Chocolates, especially given the company’s intentions to look for a better replacement for foil in its packaging. 
	· In terms of threats, the state of the UK economy may affect sales considering the decline in disposable household income. 
· Also, high interest rates mean that the company may face barriers to obtaining capital to grow the business.
· The ongoing cost-of-living crisis may also result in consumers cutting down on non-essential purchases, such as chocolates, which is evidently a threat to the business. 
· There are many existing and emerging businesses, with both similar and different value propositions, in the UK, such as Willie’s Cacao, Duffy’s, Damson, Beau Cacao, IQ Chocolate, Chocolarder, and so on (Embley, 2017). This means that there is a great threat of competition in the market which the company will have to fend off primarily using its brand perception and unique knowledge and processes. 



Table 2: SWOT Analysis of Land Chocolate
(Source: Created by the learner)


[bookmark: _Toc164798412]Growth strategies for the company
Land Chocolate can implement Ansoff Matrix and Porter's Generic Strategies for the best sustainable strategy for the long-term future of the company. Ansoff matrix is often called the grid of expansion of the market or the product. It is a framework, which can be used by the management team of Land Chocolate along with analyst communities in evaluating and planning the growth initiatives (Zugay and Zakaria, 2023). There are four components of this strategy, which should be analysed by Land Chocolate, which includes market penetration and development, development of the product and diversification. The focus of market penetration will be to increase the sales of the products, which exist in the market for Land Chocolate. The market development focuses on selling the existing products to the new markets. Development of the products will focus on the introduction of new products in the market. Diversification will focus of enter new markets for Land Chocolate with a new product range altogether (Clarissia, 2020).
Market Penetration is the least risky. Here, the management of Land Chocolate must focus on selling more of their existing products into the familiar markets where they are having existing relationships. The typical strategies of execution for the company can include increasing marketing efforts along with streamlining the distribution process (Kurniawan et al., 2020). They can look forward to acquiring new competitors in the market already existing.
The next strategy of market development is less risky as significant investment is not required in the development and research or development of the products.  Moreover, it will be allowing the team of management to leverage the products which are present along with taking them to different markets.  The focus of Product development will be to expand the wallet share of Land Chocolate from its particular target audience and market. For the company, it will be possible to achieve in several ways in the form of investing in development and research for new product development altogether. They should also look to acquire the rights for selling and produce the products of another firm. 
The company can offer new products by branding products that are white-labelled and produced by third parties. The strategy of diversification will be posing the highest risk for the company as both market development and product development will be required. However, it can allow Land Chocolate in achieving high rewards by achieving new opportunities for revenue and reducing the reliance of the firm on their single product in the form of chocolates. The management team of the company can be considering two types of diversification, which includes related and unrelated diversification. Related diversification can take place where there can be synergies between new products and the market and business that is present. The unrelated diversification takes place where there is no real synergy between them. 
The different components of Porter's Generic Strategies include Cost leadership, focus and differentiation (Islami et al., 2020). The focus can be divided into two segments in the form of differentiation focus and cost focus. Hence, Land Chocolate can look to gain a competitive advantage by implementing the cost leadership strategy and develop an edge in a highly competitive chocolate industry in the UK. The ways through which this strategy can be achieved by the business include increase the profits along with reducing of costs along with charging the prices which are industry average. 
They can look to increase their share of the market and charge lower prices along with making reasonable profits on each sale as the costs have been reduced. For implementing this strategy successfully, Land Chocolate should ensure that they have access to capital required for investing in technology which will be bringing the costs down. Efficient logistics under Porter's generic strategy should also be ensured along with having a low-cost base in the form of facilities, materials and labour (Ali and Anwar, 2021). Land Chocolate should look for a way to cut the costs sustainably below that of the competitors. It is important for the company to find ways in reducing costs as the competitors can also look to copy the strategies of cost reduction. 
The Japanese Kaizen can be adopted by them for continuous improvement. The strategy of differentiation will involve making the services and product different and attractive from the competitors. The focus should be on the quality of the chocolates and new variety, which they can be offering for their products. For the success of this strategy, Land Chocolate should be focusing on good development, innovation and research along with the ability to deliver high-quality service and products. There should be effective marketing and sales which will allow the market to understand the benefits which are offered by Land Chocolate.
With the focus strategy, the company can look to focus on the niche markets and understand the market dynamics along with the unique requirements of the customers (Salsabila et al., 2021). Hence, it will allow the company to develop low-cost products for their market. This strategy will help Land Chocolate in building a strong loyalty of their brand among the customers and can be making particular segment of market less attractive to the competitors. 
[bookmark: _Toc164798413]Stakeholder analysis and evaluation of the expectations of different stakeholders and identification of the most suitable, feasible and acceptable strategic option/options
Considering the newly proposed strategy, there is also a need to assess whether there is a strategic fit with the organisation, that is, a match between strategy and structure. To this end, the proposed strategy must be capable of meeting the expectations of the different stakeholders of the organisation. To this end, a stakeholder analysis of the organisation has been conducted to assess their power and expectations. First, identifying the key stakeholders of Land Chocolate, they are:
· Owner/shareholder
· Employees
· Suppliers
· Customers
· Competitors
· Public authorities
Here is a stakeholder matrix to portray the stakeholders in terms of their power and impact on the business decisions:
	Keep Satisfied

Employees
Customers


	Manage Closely


Owner/shareholder


	Monitor

Competitors
Public authorities
	Keep Informed


Suppliers




Table 3: Stakeholder Matrix of Land Chocolate
(Source: Created by the learner)

· Owner/shareholder– Phil Landers, being the brain behind the company, has the greatest impact or say in the strategic direction. His expectations, according to various interview excerpts, focus on displaying the versatility of single-origin chocolates and offering new experiences that people do not know about. Apart from this, quality is a huge part of Phil’s vision, alongside ensuring ethics in sourcing and supply, as well as sustainability in packaging. 
· Customers – Looking at the customers/consumers, the main motivating factors of chocolate consumption are "hunger/craving", the motivation to "treat themselves", or "taking a break". Plain milk chocolate has the greatest share of consumers with 73%, followed by dark chocolate with 37%, and plain white with 30%. Moreover, bar-sized chocolates have been found to have a greater share of consumers (NielsenNIQ, 2023; Hawken, 2014). Also, purchase experience, personalisation, and satisfaction are very important for today’s consumers, alongside business efforts related to environment and sustainability. 
· Suppliers – The principal expectations of suppliers can be said to be timely payment for goods/services provided as well as fair and competitive prices, which the company is already working at by paying farmers 2-3 times the fair-trade price according to company sources (Land Chocolate, 2024b). 
· Employees – The employees, albeit very few, are also stakeholders, with an impact on business operations. Their expectations, typically, centre on financial compensation, recognition, and self-actualisation. 
· Competitors – Competitor expectations have no impact on business decisions.
· Public authorities – These include government regulatory bodies, which expect adherence to laws and ethical standards in business operations. 
The owner/shareholders evidently have the most power to decide a suitable strategy, followed by the consumers. Then there are employees and suppliers who have some say in the business strategy, although employees have a greater impact on operations. Overall, considering the stakeholder expectations, it can be argued that the strategic options that have been chosen have a good strategic fit with stakeholder expectations and requirements. Both the product development and differentiation strategic directions will allow for the growth and development of the organisation as well as meeting stakeholder needs and preferences. 


	Options
	Suitability
	Acceptability
	Feasibility

	Product Development
	This strategy will be addressing the key threats in terms of competition and opportunities for expanding their product range. 
	This strategy will be acceptable by the stakeholders as there are more changes of increase in profit along with an increase in the number of customers. The stakeholders will have a positive reaction with an expected high R.O.I.
	This strategy will be requiring high investments in research and development. With highly skilled employees, the development of products will not be a big challenge. 

	Differentiation
	This strategy will help the company to stay ahead of their competition, as the chocolate industry in the UK is highly competitive. 
	This strategy will ensure higher profits and sales, which will be positive for the stakeholders. 
	This strategy will be requiring high capital investment and new strategies in marketing and packaging new products. 


Table 4: SFA matrix
(Source: Created by the learner)
One option which can be chosen in product development and will be the most beneficial for the company is they can be expanding its product range and stay ahead of their competition.

[bookmark: _Toc164798414]Strategic recommendations for Land Chocolate for future developments and implementation
Having identified the most suitable, feasible and acceptable strategic option for the business to ensure growth and development, here are some strategic recommendations for Land Chocolate to help with the implementation of the strategy:
· First, focusing on the proposed strategy of product development, the brand has now focused on a single source and single-grain chocolates. To further expand its product portfolio, the company should consider adding products with fruit. Chocolate and fruit, when paired and dosed well, can provide an extra layer of taste that complements the chocolate. In this regard, orange, coconut, and strawberry are widely used fruits that can be considered. Moreover, this can also bring improved texture to the product, from chewy and soft to crispiness (Aptunion, 2021). 
· Select ethical and sustainable suppliers for your materials. This will attract customers that are concerned about the environment and support the continued growth and success of your company in the marketplace. (Aptunion, 2021).

· In regard to implementation, the process that the company should follow is to first identify product interest in the category, followed by validating consumer appeal/demand for the product. The next step is finding the right chocolate for the base, adding texture and flavour, and developing prototypes. These prototypes need to be tested to ensure acceptance in the market and make potential changes for improvement. This should be followed by effective marketing and distribution (Luker Chocolate, 2023). Considering the challenge of acquiring capital for the operations, the business will need to pursue better funding options. 
· The company can also consider a different packaging for the product, considering Phil’s focus on sustainability in packaging and moving away from foil. In this regard, there are several options, and it can pursue, from direct contact with the PET wrapper to considering alternative forms like metallised papers. In this regard, Packle offers high-quality paper-based packaging that has a metallic sheen, to make them eye-catching and retain a "luxurious" appeal, which also being recyclable and eco-friendly, and approved for direct food contact (Packle, 2024). 
· Towards differentiation goals, the company can focus on its marketing strategy to provide a unique experience to the consumers. For instance, making use of technologies like artificial intelligence, data analytics, and virtual intelligence in marketing across different consumer touchpoints should help the business ensure greater personalisation and immersive experience. Apart from this, considering challenges like the cost of living and an improved price proposition compared to other 'luxury' brands can help with better customer appeal. (Packle, 2024).

[bookmark: _Toc164798415]Conclusion
This report has focused on developing a strategy for the chosen SME - Land Chocolate. To this end, the discussion has included an outline of the company's current strategic direction, including the mission, vision, values, and goals of the company. To help with the development of strategy, an analysis of the internal and external environment of the SME using the VRIO and PESTEL analysis has been conducted. The insights from these have been used to link the internal and external aspects of the business using the SWOT analysis, to identify the strengths, weaknesses, opportunities, and threats facing the business. Based on these insights, the report goes on to discuss new and alternative strategic directions for the SME using Porter's Generic Strategy and Ansoff's matrix, as well as assessing the strategies by applying the SAFe framework. It can be concluded that Land Chocolate can be implementing the Ansoff Matrix and Porter's Generic Strategies as their strategy for the long-term future. The focus of market penetration will be increasing the sales of products, which is present in the current market for Land Chocolate. The focus of market development will be selling the existing products to the new markets. 
Product development will be focused on the introduction of new range of products in the market. Diversification will be focusing to enter a new market for Land Chocolate with completely new products. It was understood that the different components of Porter's Generic Strategies include cost leadership, differentiation and focus. Hence, Land Chocolate can be looking to gain a competitive advantage and implement the strategy of cost leadership and have an edge in a highly competitive chocolate market in the United Kingdom. The chosen strategic options from the analysis are thus product development and differentiation, which were found to have a good strategic fit with the organisation based on the assessment of stakeholder expectations through the stakeholder analysis. Lastly, recommendations to help with the implementation of the chosen strategies as well as overcoming potential challenges for the SME have been provided. 
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