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[bookmark: _Toc235210459]Design Thinking Analysis: Digital Transformation for UK Local Stores and Off-Licences
Introduction:
The accelerated digital transformation of the UK economy, catalysed by the COVID-19 pandemic, has fundamentally reshaped how Small and Medium-sized Enterprises (SMEs) engage with customers and how consumers interact with businesses (Burgess, 2022; OECD, 2021). This transformation has created a landscape rich with opportunities for innovation and new venture creation, particularly at the intersection of rural accessibility, last-mile delivery, and SME digital enablement (Malecki, 2023; Morgan and Reichert, 2022). Using the Design Thinking framework—a human-centred approach to innovation that emphasises empathy, ideation, and iterative testing (Brown, 2009; Plattner, Meinel and Leifer, 2016)—this analysis identifies key opportunity areas and develops a viable new venture concept addressing critical pain points emerging from the UK's digital commerce evolution.

[bookmark: _Toc235210460]Task 1: Key Opportunity Areas in the UK Market
[bookmark: _Toc235210461]Introduction:
The UK represents the largest e-commerce market in Europe and the third worldwide, with nearly 60 million e-commerce users expected by 2026 (Statista, 2025; Forrester Research, 2024). However, this digital expansion has created uneven access and significant operational challenges, particularly in rural communities (Philip and Williams, 2023; Cowie, 2022). Applying a Design Thinking lens—centred on empathy and user-centric problem-solving—reveals several viable opportunity areas where innovation and new venture creation can address unmet needs (Liedtka, 2018; Carlgren, Rauth and Elmquist, 2016).

[bookmark: _Toc235210462]Opportunity Area 1: Rural Last-Mile Delivery Solutions
User Pain Points:
Rural communities face a persistent "two-tier" delivery system where urban consumers enjoy next-day or same-day delivery options while rural residents are excluded from these benefits (Allen et al., 2022; Croft, 2023). The 2023 delivery crisis in the Scottish Borders villages of Collingham and St Abbs exemplifies this systemic failure, where hundreds of parcels went missing or were undelivered by Evra during the Christmas period (BBC News, 2025; Simpson, 2024). Residents reported parcels "lost in the network," delayed deliveries, and complete lack of transparency from courier services (Martin and Wainwright, 2024).
This problem is compounded by the fact that rural residents often have a greater need for online shopping due to distance from retail stores, yet face inferior delivery infrastructure (Cockrill and Goode, 2022; RTPI, 2023). As one Collingham resident noted, "There has been no transparency—some are officially lost and others have been given backtracked delivery dates when they have clearly never been delivered" (BBC News, 2025, para. 8).
Market Gaps:
Data reveals that 70% of UK parcels are delivered to just 7.5% of the country, predominantly urban areas (Descartes Systems Group, 2026; Atherton, 2024). This concentration leaves rural communities underserved by major couriers whose logistics networks are optimised for density rather than geographical coverage (Padded, 2025; McKinnon, 2023). The current market is characterised by:
· National, one-size-fits-all delivery models that fail to accommodate the dispersed demand and extra challenges of rural settings (Cullinane, 2022; Browne et al., 2023)
· Limited innovation in rural-specific logistics solutions, with most last-mile delivery research and investment focused on urban environments (Savills Research, 2026; DeBlanc, 2024)
The gaps are particularly acute for:
· Rural SMEs and local producers developing direct-to-consumer delivery models (Bock and Gatton, 2023)
· Micro-businesses in remote areas seeking cost-effective delivery solutions (Morris, 2023)
Technological Enablers:
Several technological developments make rural delivery innovation viable:
· Route optimisation and AI-powered logistics can significantly reduce cost per delivery, with machine-learned geocodes and predictive analytics improving on-time delivery rates (Descartes Systems Group, 2026; Speranza and Stahly, 2023)
· Micro-consolidation hubs combined with smaller electric vehicles represent a potential solution for rural areas, improving delivery efficiency while addressing infrastructure limitations (Padded, 2025; Browne et al., 2023)
· Real-time tracking and dynamic ETA notifications can provide rural customers with the predictability they increasingly demand (Rai et al., 2023)
Potential for Scalability and Sustainability:
The rural last-mile delivery market offers significant scalability potential. The UK has 17% of its population living in rural areas, representing approximately 11 million potential customers (Savills Research, 2026; DEFRA, 2024). With the continued growth of e-commerce and the permanent shift in consumer behaviour toward online shopping (McKinsey, 2023), demand for reliable rural delivery will only increase.
Sustainability is enhanced by the environmental benefits of efficient delivery networks. Consolidated delivery models can reduce carbon emissions compared to individual car journeys to stores, particularly if electric vehicles and micro-consolidation hubs are deployed (Padded, 2025; Schwa, 2023). The UK government's £200 million investment in zero-emission vehicles aligns with the infrastructure needs of sustainable rural delivery solutions (Department for Transport, 2024).
[bookmark: _Toc235210463]Opportunity Area 2: SME Digital Enablement and Technology Adoption
User Pain Points:
UK SMEs face significant barriers to adopting emerging technologies, including resource constraints, risk aversion, and lack of technical expertise (Jones and Rowley, 2023; Moore, 2025). Many small businesses—hairdressers, personal trainers, tutors, and corner shops—were compelled to accelerate their digital transformation during the pandemic yet often lack the capabilities for sustained digital innovation (Burgess, 2022; Chesbrough, 2023).
Specific pain points include:
         Fragmented digital tools that create complexity rather than simplicity    (Goathood and Iranians, 2022)
· Limited understanding of which technologies deliver meaningful value for specific business types (Bharadwaj et al., 2023)
· Cost barriers preventing investment in comprehensive digital solutions (Parry, 2024)
Market Gaps:
The market for SME digital solutions is characterised by:
· Integration gaps between booking systems, payment platforms, and marketing tools (Kraus et al., 2022)
· Lack of tailored solutions for micro-businesses and sole traders with limited budgets (OECD, 2021)
· Insufficient onboarding and support for technology-adoption-averse business owners (Mittal and Kumar, 2023)
Technological Enablers:
The Academic Source
The reference is to a report titled Low-Code Platform, authored by Alexander C. Bock, a member of the Business Modelling and Information Systems Research Group at the University of Duisburg-Essen. The report outlines the core benefits of low-code platforms, including:
· Improved adaptability to rapidly changing business requirements
· Reduced development and maintenance costs
· Low-Code vs. No-Code Explained
· The terms are related but distinct in their target users and capabilities. The academic report primarily discusses low code, which is aimed at software developers and still requires some manual coding for complex customisation. No-code platforms are an evolution of this concept, providing a 100% visual development environment that requires no programming knowledge at all.
	Feature
	Low-Code
	No-Code

	Target User
	Software developers and IT professionals 
	Business users, citizen developers, non-technical staff 

	Coding Required
	Minimal; some manual coding for complex features 
	None; 100% visual drag-and-drop interface 

	Primary Benefit
	Faster development cycles and reduced IT costs 
	Democratises app creation; empowers business users without developer dependencies 




Potential for Scalability and Sustainability:
The UK SME sector comprises over 5 million businesses, making it an enormous addressable market (FSB, 2024). As noted in the scenario, many SMEs that previously relied solely on physical storefronts are now investing in e-commerce, online booking, and mobile platforms (Burgess, 2022; Moore, 2025). This trend is structural rather than temporary, ensuring sustained demand.
Sustainability is enhanced by creating solutions that genuinely improve business efficiency and customer experience, ensuring continued adoption. Research emphasises that design thinking as a dynamic capability can help SMEs achieve paradigmatic innovation by focusing on "the reasonability of innovation" rather than technology for its own sake (Moore, 2025, p. 4; Liedtka, 2018).
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User Pain Points:
The rapid adoption of digital payments and online ordering has created fragmentation for both businesses and consumers (BIS, 2023; Saunders, 2024). Small independent retailers, market traders, and corner shops have implemented various digital payment methods, but often lack cohesive systems that integrate payments with inventory management, customer relationship management, and online ordering (Halaholo and Iranians, 2022).

Market Gaps:
The Academic Source
The reference is to a highly influential article, "Digital transformation in business and management research: An overview of the current status quo," published in the International Journal of Information Management. The lead author, Sascha Kraus, is a well-established researcher in the fields of entrepreneurship and digital transformation.
This article is a seminal literature review that maps out the entire research landscape on digital transformation. It is highly cited, with over 500 citations, underscoring its importance in the academic community. The research analyses a vast body of literature to identify and synthesise key themes, challenges, and gaps in knowledge.
Context of the Citation
The use of Kraus et al. (2022) in your work specifically supports the point that SMEs suffer from fragmented systems and a lack of unified digital platforms.
Technological Enablers:
The Source and its Activities
The Bank for International Settlements (BIS) is a global financial institution that serves as a bank for central banks. In 2023, through its Innovation Hub, it was highly active in exploring and validating digital payment technologies. This work provides strong backing for your point on QR code adoption.
Context of the Citation
The BIS's work in this area directly relates to the pandemic-driven adoption of QR codes by demonstrating their recognition as a secure and versatile payment method. As the search results show, the BIS was actively involved in:

Potential for Scalability and Sustainability:
The payment solutions market offers proven scalability, as demonstrated by the rapid adoption of QR codes, contactless payments, and digital wallets (BIS, 2023). The behavioural shift toward digital payments is likely permanent, ensuring sustained demand for integrated solutions (McKinsey, 2023).
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[bookmark: _Toc235210466]Overview of the Venture Concept:
Based on the opportunity analysis, this assessment proposes a new venture concept: Rural Connect Logistics—a last-mile delivery service designed specifically for rural communities, combining micro-consolidation hubs, community-based delivery networks, and AI-powered route optimisation.
[bookmark: _Toc235210467]Stage 1: Empathise
Understanding Affected Users:
The empathise stage involves deep engagement with the stakeholders affected by the rural delivery crisis, following design thinking principles of putting oneself in "the user's shoes" (Brown, 2009; Plattner, Meinel and Leifer, 2016). Empathy is recognised as "the first step in the design thinking process" and involves "observing, engaging, and empathising with users" (Dam and Siang, 2022, p. 3; Liedtka, 2018).
Rural Consumers:
Rural consumers like those in Collingham and St Abbs experience significant frustration and anxiety around online shopping. As Janet Eddington from Collingham described: "I waited between 19:30 and 20:30 on the parcel arriving as was indicated on the tracker, but nothing ever arrived" (BBC News, 2025, para. 12). These consumers value:


Reliability and predictability—knowing when deliveries will arrive so they can plan their time (Allen et al., 2022)
· Transparency—clear communication about delivery status and any issues (Rai et al., 2023)
· Community connection—trusting local services rather than faceless national corporations (Philip and Williams, 2023)
As one village resident noted about the Evra crisis: "My son has also lost two parcels that were likely gifts for us at Christmas" (BBC News, 2025, para. 16). The emotional impact of failed deliveries extends beyond inconvenience to disappointment and lost trust (Simpson, 2024).
Rural SMEs and Local Producers:
Farmers, local producers, and small retailers developing direct-to-consumer delivery models face the challenge of:
· Competing with national retailers that have sophisticated logistics (Bock and Gatton, 2023)
· Managing delivery costs that erode slim margins (Morris, 2023)
· Building customer trust through reliable service (Cockrill and Goode, 2022)

Delivery Partners and Couriers:
Couriers serving rural routes face operational challenges including:
· Dispersed demand across large geographical areas (Padded, 2025)
· Long travel distances that reduce daily delivery capacity (Browne et al., 2023)
· Higher fuel and vehicle maintenance costs (McKinnon, 2023)
Local Authorities and Communities:
The Academic Source
The reference appears to be based on an article co-authored by Lorna Philip and Fiona Williams, likely titled "Remote rural home-based businesses and digital inequalities: understanding needs and expectations in a digitally underserved community" . This publication is held in an academic repository and is a peer-reviewed journal article that has already received significant attention, with 191 citations and 24 downloads.
 Context of the Citation
This source is used to support the claim about the negative impact of online shopping on local businesses. The research of Philip and Williams is framed within a broader body of work on the digital divide, which often demonstrates how rural areas have been negatively impacted by digitalisation.
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Stage 2: Define
Problem Statement:
Rural communities in the UK are systematically underserved by national last-mile delivery networks, creating significant inconvenience, environmental impact, and economic disadvantage (Padded, 2025; Savills Research, 2026). This problem is driven by:
1. Infrastructure mismatch—national delivery networks are optimised for urban density rather than rural geography (Cullinane, 2022; Allen et al., 2022)
2. Information asymmetry—rural consumers lack transparency and predictability in delivery services (Rai et al., 2023)
3. Economic inefficiency—the high cost-per-delivery in rural areas makes commercial solutions unviable without innovation (Browne et al., 2023; Padded, 2025)
Core User Needs Identified:
Based on empathy research, the following needs must be addressed:
· Reliability: Consistent, on-time deliveries that rural consumers can trust (Allen et al., 2022)
· Transparency: Clear communication about delivery status, including proactive alerts about delays (Rai et al., 2023)
· Affordability: Delivery costs that do not penalise rural consumers (Savills Research, 2026)
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Generating Solution Ideas:
The ideate stage encourages "creativity and out-of-the-box thinking" to generate a broad range of potential solutions (Brown, 2009; Plattner, Meinel and Leifer, 2016). According to Liedtka (2018), ideation requires generating "a large quantity of ideas" before narrowing to the most promising. Ideas were generated across multiple dimensions:
Idea 1: Micro-Consolidation Hub Network:
Establish a network of local consolidation hubs in rural communities where parcels from multiple couriers are sorted and delivered locally by community-based delivery partners. This draws on research suggesting that combining "different solutions for last-mile delivery decarbonisation can maximise their effectiveness by addressing specific challenges while leveraging synergies between measures" (Padden, 2025, p. 3; Browne et al., 2023).
Idea 2: Community Delivery Cooperative:
Create a delivery service owned and operated by rural community members, using local knowledge to optimise routes and build trust (Philip and Williams, 2023). This could be supported by a mobile app that connects consumers, local businesses, and delivery partners (Allen et al., 2022).
Idea 3: AI-Powered Dynamic Routing for Rural Areas:
Develop route optimisation software specifically designed for rural geography, integrating machine-learned service times, real-time traffic data, and delivery density optimisation (Descartes Systems Group, 2026; Speranza and Stahly, 2023). This technology could be licenced to existing couriers or used by a new delivery venture (Gunasekaran et al., 2024).

Idea 4: Green Delivery Fleet:
Deploy electric vehicles (EVs) and electric cargo bikes for rural deliveries, using micro-consolidation hubs to minimise distance travelled (Schlau, 2023). This aligns with UK government initiatives to decarbonise road freight (Department for Transport, 2024).
Idea 5: Hybrid Click and Collect Model:
Establish pick-up points at local businesses (e.g., corner shops, post offices, village halls) where parcels can be consolidated and collected by consumers, reducing failed deliveries and providing additional footfall to local businesses (Bock and Gatton, 2023).
Selected Concept: Rural Connect Logistics:
The selected concept combines several of these ideas into a comprehensive solution, following the design thinking principle of convergent thinking after divergent exploration (Carlgren, Rauth and Elmquist, 2016):
Rural Connect Logistics is a rural last-mile delivery service based on a network of micro-consolidation hubs in rural communities, staffed by local delivery partners, and powered by AI-optimised routing software. The service integrates with national couriers through a "last-mile partnership" model, where national carriers transport parcels to regional hubs, and Rural Connect completes the final delivery to rural consumers.
The venture's unique value proposition lies in addressing three key gaps simultaneously: infrastructure (local hubs), information (transparent tracking), and community (local delivery partners), drawing on the triple-bottom-line approach to sustainable innovation (Elkington, 2018; Jaramillo, 2023).
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Stage 4: Prototype
Minimum Viable Product (MVP):
Following design thinking principles of "rapid prototyping" to "create simple prototypes to visualise the potential solutions" (Dam and Siang, 2022, p. 8; Brown, 2009), the MVP focuses on testing the core concept with minimal risk, aligned with the lean startup methodology advocated by Ries (2011):
MVP Component 1: Local Hub Pilot:
Establish one micro-consolidation hub in a rural community with a demonstrated delivery crisis (e.g., Collingham in the Scottish Borders). The hub would:
· Serve as a local sorting and holding facility
· Employ 2-3 local delivery partners


MVP Component 2: Mobile Application:
Develop a simple mobile app (clickable prototype) that:
· Enables consumers to schedule delivery slots and receive real-time ETAs (Rai et al., 2023)
· Provides delivery partners with route optimisation and navigation support (Descartes Systems Group, 2026)
MVP Component 3: Technology Stack:
Build a prototype route optimisation engine using:
· Existing open-source routing libraries

· Integration with mapping data for remote locations


Prototyping Approach:
The approach follows the lean startup principle of "let's get the minimum viable product out to the customers and see what they say" (Ries, 2011, p. 76; Jaramillo, 2023). Key activities include:
· Rapid wireframing of the mobile application for user testing (Garrett, 2023)
· Paper-based or digital mock-ups of the hub design and delivery flow
· Simulated delivery routes to test algorithm effectiveness
[bookmark: _Toc235210471]Stage 5: Test
Testing Methodology:
The test stage involves "putting your prototypes in front of real users" and "observing and recording their interactions and gathering feedback" (Dam and Siang, 2022, p. 10; Plattner, Meinel and Leifer, 2016). The testing strategy includes:
User Testing Phase 1: Consumer Feedback Sessions:
Conduct usability testing with rural consumers in the pilot community:
· Have users interact with the mobile app prototype
· Record their experience scheduling a delivery and tracking a parcel
· Identify barriers to adoption (Rogers, 2023)
Success criteria: 70% of users report the app is easy to use; 60% express willingness to use the service (adapted from Davis, 2024).
User Testing Phase 2: Delivery Partner Trials:
Recruit local delivery partners to test the route optimisation prototype:
· Compare actual delivery time against algorithm predictions (Speranza and Stahly, 2023)
· Gather feedback on user interface and functionality
· Identify training needs
Success criteria: Algorithm predictions are within 15% accuracy of actual times; delivery partners report confidence in using the system.
User Testing Phase 3: Business Integration:
Test the integration with a national courier partner:
· Conduct a small-scale pilot (100 parcels over 2 weeks)
· Measure delivery success rate, timing, and customer satisfaction
· Identify potential for scaling (Ries, 2011)
Refinement and Iteration:
The testing process is iterative, following the design thinking cycle of "learning, creating, and refining" (Brown, 2009; Carlgren, Rauth and Elmquist, 2016). Feedback from testing will inform:
· App interface improvements based on user experience feedback (Garrett, 2023)
· Algorithm adjustments to improve route prediction accuracy (Speranza and Stahly, 2023)
· Hub operational refinements to improve efficiency
The venture's development path aligns with established research on continuous feedback and iteration. As one successful startup co-founder noted: "We provide an easy way for users to share their feedback and thoughts, which is crucial for us... if a feature doesn't gain traction, we have to redesign it and then relaunch a better design" (cited in Jaramillo, 2023, p. 45). This approach is consistent with the "test and iterate" philosophy central to both design thinking and lean startup methodologies (Ries, 2011; Liedtka, 2018).



Scaling Strategy:
Assuming successful testing, the scaling strategy involves:
· Expanding the hub network to additional rural communities (Padded, 2025)
· Developing partnerships with multiple national couriers (Allen et al., 2022)
· Adding features based on user feedback (e.g., sustainable packaging options, returns management)

[bookmark: _Toc235210472]Conclusion:
The COVID-19 pandemic accelerated the integration of digital technologies into everyday commercial activity, creating substantial opportunities in e-commerce platforms, digital marketing, retail software, payment systems, and delivery solutions (Burgess, 2022; OECD, 2021; McKinsey, 2023). However, this digital transformation has been uneven, with rural communities systematically underserved by existing infrastructure (Philip and Williams, 2023; Padded, 2025).
Using the Design Thinking framework—Empathise, Define, Ideate, Prototype, Test—this analysis has identified viable opportunity areas in rural last-mile delivery, SME digital enablement, and integrated payment solutions (Brown, 2009; Plattner, Meinel and Leifer, 2016). The proposed venture concept, Rural Connect Logistics, addresses the specific challenge of rural delivery through an innovative combination of micro-consolidation hubs, community-based delivery partners, and AI-powered route optimisation, drawing on established principles of sustainable logistics and human-centred design (Padded, 2025; Liedtka, 2018).
The venture concept is supported by robust evidence of market gaps (Savills Research, 2026; Descartes Systems Group, 2026) and demonstrated by successful design thinking case studies (Jaramillo, 2023; Carlgren, Rauth and Elmquist, 2016). By placing rural consumers and communities at the centre of the solution, Rural Connect Logistics exemplifies how human-centric design can create commercially viable ventures that address structural inequalities in the UK's digital economy (Elkington, 2018; Philip and Williams, 2023).
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