Strategic Management For SMEs.
Sajida mahmood - 1711962
Lecturer:  Paul Bocij   BMSW6104 




Introduction

The case study for this report will be based on and SME which operates within the fashion industry. An SME is an acronym for a Small-medium sized enterprise. It has been agreed that there is no single definition for the word SME and this is because it can vary depending on the country that a business organisation is operating in. The OECD (2006) defines an SME as a non-subsidary independent firm whom employ less than the given number of employees determined by a Country. Countries within the European Union have determined this number to be 250 employees. Financial assets are also used to distinguish SMEs. An SME plays an important role in an economy and this is not only because of the goods and services they provide but it is also down to other aspect they offer, such as job opportunities for individuals. SMEs can help support economic growth and they are said to be seen as the backbone of a healthy economy. 

The UK Fashion Industry 

The fashion industry comprises of a number of sectors, including textile production, designing, manufacturing, wholesaling, marketing and media. According to a report produced by the British Fashion Council (2019), the fashion industry is now hitting a record high of £32 billion per year. The fashion industry is a very creative industry and there are constant changes and new products being released into the market. The faster a business can produce a product and get it  available to customers, the better. 

The chosen business

The business that has been selected for this report is an Asian fashion retailer called “Elegant Brands”. This business is located in Birmingham and they currently have two stores located in a very densely populated Asian area. The first store is located on Stratford Road and the second store is located on Ladypool Road. Both stores offer the same products and they are both located on a busy hight street area. The mission of the company is to offer the best quality products at best possible price. 

The business specialises in formal clothing for woman and casual clothing. They also offer bespoke party wear and a made to measure service. The business has been established for five years and they currently have plans to grow and develop the business by opening more stores. However, unfortunately the global pandemic coronavirus has had a severe impact om their business plans so they have not yet been able to open their third store.

The business has established themselves by creating their very own bespoke catalog which contains images of all of the lates design. This catalog is handed to customers that go and visit the store so that they can browse through the pictures before choosing what they would like to see or buy. The catalog is produced every season, so they have a spring, summer, autumn and winter collection every year. The business is also advertised on a few different social media pages. They are currently advertising on Instagram, Tik Tok and Facebook. They have captured a good audience on Facebook, with over three thousand followers and over two thousand likes. The owner of the business produces a lot of his own content by making videos of the garments they have and post this onto social media pages like Tik Tok. 

The business has secured a strong position in the market place and this has mainly been through advertising and word of mouth. They also print leaflets and hand these out door to door, the leaflets contain images of the different garments they have to offer and these are also sometimes displayed with their promotional prices. This method of marketing is very effective for this business because it really helps them capture their local target audience and the cost implications are very low. They use a fast fashion model by replicating designs from designer Pakistani fashion houses and providing these to customers at more affordable prices. 

External Environmental Analysis 

An external environmental analysis consists of examining the environment that the industry operates in, for instance it takes into account the competitive position and the competitive structure. There are a number of different tools that can be used to conduct an external environmental analysis, for instance a PESTLE analysis can be used or Porters Five Forces can be used to conduct an external environmental analysis. These types of analysis can help achieve a number of benefits, for instance it can help a business to align their strategies. An environment can have a strong influence on a business and this is why it is very important for an organisation to be aware and constantly analyse the external environment that they operate in. 

PESTLE ANALYSIS

Allen (2011) states that Pestle is an acronym for political, economical, social, technological, legal and environmental. The pestle analysis is a tool that helps a business to understand how each of these factors can affect a business. This data is then used by management to help make strategic decisions and create plans for the future. It is very important for a company to make good decisions and strategic ones as this will help them grow and prosper further. An in depth analysis will now be conducted on how these factors can impact on the business. 

According to Perera (2017) a PESTLE analysis is a very popular and highly dynamic tool which can help businesses and individuals to conduct a situational analysis. It is utilised to evaluate the external business environment. A PESTLE tool can give a business a wide variety of advantages and benefits, such as helping a business to develop risk response strategies and to clearly understand their market position. If a business fails to do this and cannot predict any of the risks that  can result from the external environment then this can a number of different negative impacts, for example this can to loss in profits and cause the business high costs.

Political 

OCOM (2017), states that political factors take into account how a Government legislation or policies have on a business or on an industry. The types of factors that are taken into consideration are employment laws, tax levels, health and safety regulations, environmental matters and corporate social responsibilities. 

Inflation is a matter that can cause the business signifiant problems, as inflation would result in higher cost for material and supplies. The products for the business are imported from suppliers in Pakistan, which is a politically unstable country, therefore this factor can cause uncertainty and may be of high risk. However the suppliers in this country are a more feasible option for the business as their prices are much less than what they would be in the United Kingdom. Nevertheless the political stability in the UK is strong, therefore the business does operate 

Economical

Inflation rates, demographics, the GDP in a country, trade cycles, levels of disposable income are the types of constituents that economical factors take into account. Exchange rates and tariffs are also taken into consideration for this factor. 

The manufacturing of the clothing takes place abroad in Pakistan and this is better for the business as the cost of production is much lower, the labour costs are also lower, there are also lower resource costs and a higher exchange rate.  This is all leads to lower operational costs and so the business pay low prices to the suppliers which can help the business increase their profitability on the products. The business provides a fast fashion model and meets the needs of customers that have budget limitations. It is also important to take into consideration the fact that the fashion industry can get impacted on considerably by recessions. This is because consumer spending weakens during a recession, therefore growth in the fashion industry is limited; Mintel (2010). Another example is the Coronvrius pandemic has meant that stores around the Country have had to close down due to lockdown restrictions. However if Elegant Brands develop an online model, where consumers can continue shopping and purchasing from the business which can help the business to continue to maintain operations. 

Social

The social aspect is all about demographics, consumer habits and simply the way that people live in that particular environment. The culture and growth of the population are also issues that must be taken into consideration. It is very important for a business to make sure that they adapt to social changes, tends and responsibilities. It is also very important for the business to take into consideration the culture within society and this is because culture can influence buying decisions; Pratap (2017). Elegant Brands does this by taking into account special festivals such as Eid and Diwali as they cater to the asian market, so during these events they ensure that they have the most suitable products available to customers and they make sure that they have enough stock levels to cater to the market during these very periods. 

Technological

Innovation and developments in technology are the issues that this factor takes into account. Technology is very important in the business world as it can lead to an organisation making extensive developments and become the best in the market. Technology can help a business to evolve that’s why it is very important that a business can make the most of using technology so that they can help the business bring in new innovations to the market. Technology has evolved very rapidly and there are constantly new innovations that are released within the market which can help businesses perform to the best of their ability. New technology can help businesses progress massively and it can also help them to release new products into the market faster. 

In regards to Elegant Brands, technology can help them significantly with their marketing. This is because they can use social media to market their business which will help draw in many customer. Social media marketing is a very powerful tool and it can help the business reach heights unlike traditional marketing can do. New technologies can also help the business release new products into the market a lot faster so again technology has a very positive impact on the business. 

Legal

The legal factors are determined by a number of issues, such as the country or countries that the business is operating and the governance of that country. The laws in that Country or countries can impact in a number of ways. It is essential that the business makes sure that they adhere to and comply with all of the regulations that have been set by the Country for the particular industry. Elegant Brands ensures that the comply with regulations such as taxes, employment laws etc. 

Environmental 

The environmental impacts take into account issues such as pollution, harm caused to the ecological system, wastage, climate factors and the availability of resources;  Beth (2016). The Government have put pressure onto business in order to make sure that they are operating sustainably and ethically as well as protecting the environment. Most of the waste that Elegant Brands need to dispose of is cardboard packaging which they ensure is always recycled. However, they can ensure more protection to the environment by eliminating plastic bags and providing more sustainable packaging. One of the ways which large retailers, such as H & M, are currently trying to do their bit to protect the environment is by encouraging and rewarding customers to recycle their clothing; Gilliland (2019). When consumers donate their old clothes to the store, then the store will give them a clothing voucher in return. Elegant Brands should also look to adapt such incentives too so that they are able to do their bit for the environment too. 




Porters Five Forces 

Another common model that is used to undertake an analysis ion the environment is called the Porters Five Forces model. This model was developed by Michael E. Porter and its purpose is to be used as a strategic framework tool in order to analyse the the industry it is operating in; Bruijl (2018). Below is an outline of the different five forces that make up this framework:

· The threat of new entrants
· The bargaining power of suppliers
· The bargaining power of buyers
· The threat of substitute products 
· The rivalry amongst existing firms

Bruijl (2018) states that the purpose of the tool is to analyse competitors directly and to gain an ability to understand how a competitive environment can be handled. This tool is also very useful for this business to use in order to make strategic decisions. 

Threat of new entrants – This is a low force because the demand for new products is significantly high and the consumer population for fashion is significantly high. The organisation also has a unique business model. Therefore the threat of new entrants is low because it is difficult for competitors to provide the same quality products that this business offers. Additionally, it takes time for organisation to establish a strong presence within the market, whereas this business has been established for several years so they have been able to  New entrants would also require money to be able to invest into a fashion business, they would be required to build strong relationships with suppliers and they will need time for them to be able to get a good and strong business model in place. This means that the threat of new entrants can again be deemed as low. Elegant Brands have a strong brand image and have invested a lot of money into establishing the brand. It will take new organisations a lot of time and investment to be able to get to this level.

The bargaining power of suppliers - This force is weak and this is because there is wide and extensive range of suppliers within the fashion industry. The cost of changing suppliers is low and this is because there is so much of a range to choose from. Moreover this business has suppliers that are abroad therefore the suppliers will easily compete against each other to win business and develop strong relationships with Elegant Brands. Elegant Brands can make sure that their suppliers can offer them good prices and this is because they know that the supplier is keen to win their business. 

The bargaining power of buyers - This is also low because the business offers a high quality product at a very reasonable price. As the prices are so reasonable it is difficult for the customers to bargain with the business. Elegant Brands has a very loyal customer base therefore the business has more control over their customers and their prices. This is very beneficial for the business as it can help make sure that they attain good profit margins. They also control their buyers by making sure that they keep up to date with the latest fashion lines and by providing their customers with cat walk trends. The business has a somewhat fast fashion model which helps make sure that they release new products into the market as fast as possible. These products are replicated from large designer fashion houses in Pakistan, but Elegant brands ensure that they offer more reasonable prices whilst maintaining quality. 

Threat of substitute products – This threat is low because although substitute products are available within the market, they are not necessarily of the same quality nor are they labelled at such competitive prices that Elegant Brands offers. This means that this threat can be eliminated or reduced as long as Elegant Brands offers a consistent quality and consistent pricing. 

The rivalry amongst existing firms - The business has a number of competitors, particularly that are located within the local area. However Elegant Brands overcome this rivalry by making sure that they release the latest fashion designs as quick as possible and they make sure that they maintain the quality of products whilst offering affordable prices. They also make sure that they conduct thorough market research so that they understand the fashion trends as well as what 

If the forces are weak then this means the impact on the company is low, however if forces are strong then this means that the impact on the company is high. Lower impact results in better operations and higher profitability, whereas higher impact means weaker operation and can result in lower profitability. From this analysis, we can see that the forces are low on the company which is advantageous and means that the business has a stronger position within the market. 



Internal Environmental Analysis 

An internal environmental analysis is usually conducted once the external environmental analysis is completed. This is because an internal environmental analysis help understand a number of factors such the strengths and weaknesses. This type of analysis examines a number of different components such as assets, resources and procedures. These components are both tangible and non-tangible. According to Mikovic (2019), an internal analysis can help managers to make strategic decision, formulate the strategies and the execute this process. It is important to carry out an internal analysis alongside an external analysis. 

SWOT ANALYSIS

One of the types of analysis that can be used to analyse the internal environment is called a SWOT Analysis. Mikovic (2019) states that a SWOT analysis is one of the most popular types and well known used within the business industry. The SWOT analysis stands for strengths, weaknesses, opportunities and threats. The tool can also help a business distinguish themselves from their competitors and it can help them to understand how they can compete within the marketplace. A SWOT analysis will be outlined below on the chosen organisation:

Strengths - The strengths look at the positive factors within the business, for instance what is going well for them and what they have progressed in. The business has various strengths which has helped it grow. Firstly the business has a high reputation within its local community and is well known for its good quality clothing alongside good pricing. The brand is an established on and they also produce their own clothing catalog  four times per year. They also provide excellent packaging for their products which gives the business and the brand a luxurious feel. The packaging includes personalised boxes and personalised bags and this also gives the customer a personal touch. Moreover, the business has strong relationships with their suppliers which means that they can get their deliveries promptly. Another strength is that the business treats all customers as individuals and takes into account their needs and preferences. 


Weaknesses - The weaknesses considers negative factors and the things that need to be improved in the business. This factor enables the business to have a good think about what they need to focus on and how they can better things overall. One of the weaknesses is that the business is unable to trade during lockdowns that have been announced by the Government and this has affected trade significantly. In addition to this, the suppliers are located abroad therefore this can have an impact on deliveries during times of a pandemic. Another weakness is that the business uses international suppliers and a majority of their stock comes from Pakistan. However during pandemics, it is extremely difficult if not impossible to be able to get shipping and deliveries arranged. This is why it is important for the business to take into consideration local suppliers as they would be less impacted on during such difficult times. Furthermore, the business does not have a central storage location which means that deliveries have to be crammed into the shop. If the business had a central storage space then this would be a lot easier for them to maintain a clean and simplistic store look and it would help them with inventory management. 

Opportunities - The opportunities is all about how strengths can be developed further and turned into business opportunities. This is all about forward planning and how the business can be improved. It is important for businesses to grasp all opportunities, however they first need to analyse the environment in order to understand what potential opportunities are available to them. Elegant Brands have an opportunity to expand to the online market. This is because they are currently doing well on their social media and advertising their business through Instagram, Facebook and Tik Tok. Therefore these social media sites can be used in conjunction with an online ordering website to help develop an online business. The business should also take up opportunities to find local suppliers that can supply them the business that they want as this can result in cheaper costs. 

Threats - One of the threats is the outcome of the pandemic, which means that retail stores have had to close to the public. This has caused great disruption and it has also meant that this has caused the business high cost implications. This is why it is very important that the business thinks about how they can go about still being able to supply their products during a lockdown period. An example of this would be for them to pursue online selling as this would enable them to trade even through a lockdown period. Furthermore, this would keep the business going as well as help grow their market beyond the locals and the tourists.  New businesses can also pose a threat to the business and this is because they may bring something new to the market that this business does not offer. This is why it is essential for the business to make sure that they are keeping up to date with the latest fashion trends in the market and they are advertising as effective and efficiently as possible. Furthermore, the business also need to make sure they maintain a better and more eye-catching social media pages in order to gain competitive edge.



VRIO Analysis
Another type of internal analysis that is commonly used to assess an  organization's internal environment is known as the VRIO analysis. This popular tool identifies the different internal resources within a business and it also categorizes each resource. The categorisation is based on overall value of the resource to the organization. In addition to this the framework can help a business to work out what their competitive advantages are and how they can enhance as well as promote the development of these competitive advantages and progress them into more sustainable competitive advantages.

The SAFe Analysis 

A SAFe Analysis is an approach used to assess a number of criteria, these criteria are suitability, acceptability and feasibility of a strategy. This strategy was developed by Johnson, Scholes and Whittington and its purpose is weigh up a potential business’ strategies success. 

Suitability 

According to OCOM (2018), suitability is the most important factor and the reason for this is because this factor helps  the business to establish whether the strategy will do what the company needs. This factor is assessed in several different ways and it takes into consideration a number of factors, for example the environment,  expectations suitability and the capability of the strategy. Furthermore, this can help to establish whether the strategy meets the stakeholders expectations and if there are any risks associated with the strategy then this will help to understand whether these levels of risk are acceptable. The suitability of their strategy is high and this is because the business model has enabled them to gain popularity in the local area, the products please the customers and they have established a strong position within the market.

Acceptability 

This is all about understanding the expectations of the stakeholders. Shareholders also express an interest in the acceptability. The strategy that they used is accepted by the stakeholder, ie consumers are happy with the strategy that they are using. This is the customers know that they are able to purchase the products they desire from this store at reasonable prices. The business builds good relationships with their customers so that the customers can maintain their loyalty with the business and continue shopping with them. This helps increase the satisfaction level of customers. 

Feasibility 

This is all about understanding whether the strategy is feasibly and if it can be financed. Elegant brands strategy is effective because they are able to bring the latest design for their customers at a very affordable price. They have strong links with their suppliers so the cost os importing is feasible. They have enough resources and capital  to ensure the smooth running of the business. 


Recommendations

Recommendation outlined in this report are to purely help the business grow and achieve further objectives. Recommendations are also provided to help achieve success and to offset expansion and growth.

Firstly, in terms of recommendations that will be made to Elegant Brands is to seriously think about opening an online service. This should be done by have their very own bespoke website and by enabling customers to purchase through platforms such as Instagram and Facebook market place.

Elegant Brands is to make sure that they have a central storage location and this is because the store is currently struggling with storage space which means they are having to cram a lot of the stock into the shop. Therefore it is recommended that they take into account the benefits of having a storage space which will also help them manage the stock better.

Another recommendation is for the business to boost their online presence on social media. Although the business has a good reach on Facebook, it is important for them to be hit a larger market and make sure that they have a higher reach. The brand needs to reach out further than Birmingham so that customers come and visit the store different areas.




Conclusion

From this report, we have established that carrying out an internal analysis and external analysis is a very important aspect of every business. These tools can provide a number of advantages and benefits to the business. It is essential for a business to conduct these processes in order for to gain a competitive advantage in a market as well as work and enhance factors like their strengths. Identifying and eliminating weaknesses are also part of these frameworks therefore the use of these should be maximised and businesses must use them to make and execute strategic decisions.

The business that has been identified within this report have a strong position within the market, however they also have a lot of areas to work on in order to maintain their competitive position and for them to be able to achieve better goals and objectives. They need to continue to carry out microenvironmental analysis and microenvironmental and microenvironmental analysis so that they can understand their market position and overcome potential challenges. 
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