

Student name:                                               Kayani Amjad Ghulam
Student ID:                                                                              1807441
Module name:                                                                  BMSW6104
Lecturer name:                                                                    Paul Bocij
Assignment Title:                       Strategic Management for SMEs

Table of contents:
Introduction:                                                                                                                                                       page 2
1: Current strategic direction of 5 Day Driving:                                                                                           page 2
1.1: Vision and mission statements:                                                                                                              page 2
1.2: Porter Five Forces analysis:                                                                                                                      page 3
1.3: Value Chain analysis:                                                                                                                                 page 4
2: 5 Day Driving environmental analysis:                                                                                                      page 6
2.1: External environment analysis:                                                                                                               page 6
2.2: Internal environment analysis:                                                                                                                page 8
3: Stakeholder’s analysis:                                                                                                                               page 10
3.1: stakeholder mapping:                                                                                                                             page 11
4: Strategic growth options:                                                                                                                          page 12
5: Strategic recommendations for future development:                                                                        page 13
6: Conclusion:                                                                                                                                                   page 15
Reference list:                                                                                                                                                   page 16


Introduction: 
This report will be looking at a small and medium business enterprise that is 5day Driving. This organization is a driving school company that specialize in helping learners to pass their test in a quicker way than usual. This driving school started as a small family business and now consists of 15 branches across England. This paper will consist of critically analyzing the current strategic direction of this organization to understand the current situation of the enterprise. However, to see the big picture, an analysis of the organization external and internal environment will be done by using PESTLE and SWOT. The third part of this report will do a stakeholder’s analysis and will critically evaluate their expectations and their relative power. While the fourth part of this paper will look at the choices for strategic growth for 5 Day driving and suggest a new one to help maintain sustainability for the long-term future of the organization. Upon completing the analysis, key strategic recommendations will be given for future developments while considering the challenges SMEs encounter to implement strategic direction. And finally, an inclusive conclusion will be given to complete this report. 
1: Current strategic direction of 5 Day driving:
Strategic direction is a vital part to any organization and strategic planning is important to keep the organization aligned. According to Steiner (2010, p3) “strategic planning is inextricably interwoven into the entire fabric of the management; it is not something separate and distinct from the process management. Before analyzing the strategic direction of this organization, it is important to understand 5day driving a little better. This family run business has the head office in Norfolk and 15 branches across England. This driving school specialize in intensive driving training for car learner drivers and try to help learners pass their driving test within a week if possible. These courses consist of theory and practical driving training for 5 days and often enough the tests are aligned with the training. All courses are booked by the head office and are distributed according to the availability and geographical demand of the learners. Each branch consists of a branch manager that is also a driving instructor and several fully qualified driving instructors that only get paid if a course has been given to them. The branch manager is responsible of the day to day running of the business. 
1.1: Vision and mission statements:
[image: ]
Source: https://2012books.lardbucket.org/books/management-principles-v1.0/s10-01-the-nature-of-goals-and-object.html

As this figure suggests, vision and mission statements are made by the hierarchy of the organization and tend to be a long-term project. Furthermore, these statements tend to influence the strategic and operating goals and objectives of the organization. these vision and mission statements tend to play a key role in maintain a clear understanding among all employees at different level of the organization. According to Darbi (2012, p95)” it is clearly believed that mission and vision statements impact on strategy and most aspects of organizational performance”. However, an unclear vision statement will create misunderstanding among employees and will lead to leader’s vision implementation difficulties (Kirkpatrick,2016). 5 Day Driving doesn’t seem to have vision and mission statements visible on their website or in their office in the Birmingham branch. Furthermore, as a former employee of the organization, my awareness of the vision and mission statements is not existent.  However, if there was a vision and a mission statement than it would be bad practice that the employees are not aware of it, and this would make strategic alignment difficult to implement. Having said that, there is a promise statement on the company website that theory and driving tests will be fast tracked and will 75% faster than the DVSA waiting list (5Day, 2021). But a vision and mission statement on their website will be more beneficial to the organization and this would align their strategic direction. A suggestion of the vision statement for this type of business would be “to become one of the leading driving schools in England in creating safe drivers for life”. While the mission statement would be “helping learner drivers pass their driving test in a short amount of time while maintaining the highest standard of teaching and in this process to help learners safe time and money”. 
1.2: Porter five forces analysis of 5 Day driving:
To understand the strategic advantage of this type of business, Porter’s five forces tool could be usual way to improve competitive advantage of this organization. 
 [image: ]
Source: https://commons.wikimedia.org/wiki/File:Porters_five_forces.PNG

According to Magretta (2011, p17) “Porter’s five forces framework explains industry structure and the profitability any company can expect simply by being average”. 
Bargaining power of suppliers: low
Suppliers for this type of business is low as there are many driving school insurance brokers that compete to gain new businesses. Furthermore, DVSA tend to fix theory and driving test booking fee for many years. 
Bargaining power of customers: low
As strange as it seems, customers will not argue about the cost of the course even if there are many driving schools that specialize in intensive training due to the fact this organization is one the rare company that cater for theory and driving training at the same time. There is an increase demand for this type of courses that can help learners with their theory and driving training at the same time. 
Threat of substitute: high
Now days, there are many driving schools that offer intensive training at a lower cost than this organization. furthermore, not all learners are willing to learn in a week and can only afford weekly driving lessons. 
Threat to new entrants: medium
Although, every year there are many new driving instructors qualifying and entering this business and many existing driving school trying to establish themselves in the intensive training market but to compete with 5 Day Driving, the investment required in term of infrastructure, human resources and marketing would be a challenge.
Industry rivalry: high
One the main tool to attract customers is the internet and when anyone is looking for driving lessons there are thousands of driving school available. Furthermore, there are certain company that are using similar key words in their search engine to attract customers away from this organization. for example, when someone type in the name of this company on the search engine, another intensive driving school comes first in the listing. 
This analysis demonstrates the nature of type of business where there is high level of competitions among existing businesses. Local and national driving school are competing to attract customers. Although 5Day Driving do suffer from this competition, but due to the differentiation of their services, this organization still hold a competitive advantage over his rivals. However, 5 Day could lose this advantage if someone else or another organization with financial power decides to invest in similar services. 
1.3: Value chain analysis:
Competitive advantage depends on the ability of the organization to create unique value (Magretta, 2011). Along the similar lines, Butterworth (2019, p27) argues that “organizations must get results and creating value for customers is ultimately accomplished through the effective alignment of every value stream in an organization”.
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Primary activities:

Inbound logistics and outbound logistics:
5Day Driving is a business that operates through online booking and communicates with their employees and customers using emails. The process reduces the cost of communication and improve the speed of communication. Furthermore, this process improves traceability and helps with the planning of the business. The use of technology help reduces the cost of planning and administrative duties.

Operations:
5 Day driving uses a booking system for their employees for the next ten weeks and each instructor position is equally prioritized during the rota system. This system allows all instructor to plan their work according to the rota system. Furthermore, the instructors are responsible for the cost of maintain an insured dual control car to give driving tuition. Hence, this system saves a lot of money for the business and reduce their liability. Furthermore, once the course has been accepted, instructors are responsible for the running of the course and must complete the course or allocate it to another instructor themselves. This process reduces the responsibility of 5Day and save them time and money.

Marketing and sales:
Due to the nature of the business, a big part of the budget is invested in marketing. 5day Driving is marketing online as well on national radio station to create visibility and a brand that can be recognized by potential customers. Furthermore, all instructor’s tuition cars must display permanent signage to help create a brand and improve visibility. All marketing and sales are done from the head office, and they are responsible for the sales and marketing strategy. All payments are accepted online using visa and MasterCard. The head office is charge of the customers relationship management. 

Services:
All learners must complete a survey after each day of the course to give feedback on the performance and competence of their driving instructor. This system allows to highlight any potential issues with certain employees and further training can be arranged to improve any areas of concern. In this field of business, services play a big part in creating a sustainable business and to improve brand awareness. 
Secondary activities:
Infrastructure:
5 Day driving has 15 branches across England and each of these branches consist of a branch manager and several instructors. Furthermore, all branches possess an office and a training centre. Due the nature of this business, at the local level, a flat organisational structure can find and even the branch manager must give driving training as part of his responsibility. This form of structure help in creating a good team togetherness and cohesion among instructors. Often, instructors help each other out in difficult situations such as covering each other’s courses. 

Human resource management:
Employees are often recruited by recommendation from existing employees. This process can be good as if employees already known each other’s, it helps with the team culture and cohesion. However, it can also create problem going forward for the business as if there is a problem with one employee then this may affect others too. In the past, this business has lost more than one employee because of close connections among them. The HR is responsible for the rota system to allocate courses to instructors fairly and equally. 

Technology development: 
IT plays a big role in many industries and the use of technology can help improve efficiency in delivering the services and help improve the services such as videos recorded driving lessons or use of online visual aids. Furthermore, the use of social media can help develop the business online and create brand awareness.


The value chain demonstrates that 5 Day Driving uses all primary and secondary activities to maximize their value and to create a better value for their customers. The value for the organisation is to maximize profit while still maintaining a high level of services. While the value for customers could be the experience that they receive using this organisation. This value chain demonstrate that the organisation has done some research before launching into this type of business and they are using all aspect of the value chain to create value. However, this analysis shows that certain aspects of the business such as recruitment can be improved to minimize risk of losing employees together. 

2: 5 Day Driving environmental analysis:

2.1: External environment: PESTLE
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No predicting exterior environment can have serious consequences for a business (Perara, 2017). Hence, it is important to analyse the environment to plan accordingly. Although, at time it is difficult to predict such as the Covid-19 impact on all businesses and even more so in this driving school industry. SMEs are more likely to fail if they are face with obstacles and factors affecting the growth of SMEs are internal and external (Bouazza et el, 2015). 
Political:
Political decisions tend is a big part of external environment and tend to affect most of the businesses. For example, Brexit could affect the number of European citizens settling in the UK and reduce the number of potential customers that are looking to get a driving license. Furthermore, this could also increase the price of fuel due to new rules on transporting goods in the UK. Covid-19 has impacted all businesses and has especially affected the driving school industry. During the lockdown, all driving tuition were banned and driving instructors could not work (Buchan, 2020).
Example of political decisions:
· Brexit
· Covid-19 policies
· Increase of taxations
· Change of policies on driving lessons
· Elections
Economical:
Economic environment is an important factor that plays a key role in the growth of an industry. In a good economic environment, businesses tend to prosper, and customers tend to be looking to spend money on themselves. However, in difficult economic situation such as now due the Covid-19 impact, businesses tend to struggle and even close. Furthermore, customers become savvier with their money and tend to reduce unnecessary expenses. 
Examples of economic decisions:
· Vat increase
· Inflation
· Value of Pound
· Recessions
· Oil prices
· Covid-19 restrictions

Social-cultural:
Customers habits tend to change over time, and it is important to be aware of any social or cultural trends. Lately, people are more aware of their impact on the environment, and they are looking to minimize their Carbone footprint.  Hence, it would be a good idea to have electric cars to attract those customers. Furthermore, more and more people are looking to pass their driving in a short amount of time and to be aware of this change can help an organisation to adapt. Moreover, certain customers like to have driving lessons from female driving instructor only due to personnel preference or cultural demands and the awareness of this demand would improve the business.
Examples of social-cultural demands:
· Change of demography
· More environment friendly customers
· Driving lessons from same sex instructors
· More demands for automatic tuitions
· Driving instructors unwilling to work weekends and evenings

Technological:
· Electric car
· Self-driving cars
· Social media
· Digital world
· 5G
Technological progress can help an organisation maintain competitive advantage over his competitors and can help the organisation increase value. An open mind and awareness to technological changes is important to benefit from them and to maximize profits. However, at time technological progress can affect the business in a negative way. For example, self-driving cars in the future could pose a big treat to this business in they become available to the mass market. 

Legal: 
· Minimum age to learn to drive
· Motorway tuition for learners
· DBS checks 
· ADI badge
· Highway code
Any policies changes regarding driving tuition industry would affect the industry. For example, if the minimum age for learners increases from 17 years old to 18, it would affect the business considerably. Moreover, it important for the organisation to be keep the record of their instructors updated as an out-of-date badge or DBS checks would be against the law. 

Environmental:
Environment is a constant talking point for many people and the change of climate in world is concern for everyone. Every industry is trying to reduce the co2 emission and to try to sustainable for the future. Car pollutions play in important role in the change of the climate. More and more pressure groups are lobbying to reduce the pollution and help the environment and want to create an awareness about the issue among people. This has resulted in people looking to buy more electric or hybrid cars, but unfortunately, all hybrid or electric cars are automatic only and not all learners looking to pass in an automatic car. 
Examples:
· Co2 emissions
· Environmentally friendly customers
· Clean air zone 

2.2: Internal environment analysis: SWOT
Internal environment analysis plays a key role in understanding the position of the business in term strengths, weaknesses, treats and opportunities. This type of analysis allows a business to reassess and adapt to the findings to maintain competitive advantage. 
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Strengths:
· Established driving school
· Well-known brands
· Well marketed business
· Well managed business
· Profitable business
· Good feedback from customers
· Good, experienced workforce
· Theory training facilities
· Direct theory booking services with DVSA
· Well-designed website
· Good collaboration among employees
Weaknesses:
· Regide training program
· Lack of communication between head office and the branch
· Complaint process to complicated
· Lack of training for staff
· Limited progression for employees
· Lack of company team bonding 
· Stressful environment for employees
· High staff turnover
· Expensive business to run
Threats:
· High level of competition from local and national driving schools
· Cheaper alternative options
· Threats from new entrants
· Covid restriction rules

Opportunities: 
· Create a monthly payments scheme for people that can’t afford one off payment
· Create an online theory training system to reduce the cost of renting premises
· Create a performance measured bonus scheme.
· Encourage the use of electric dual control cars to create an environment friendly business
· Use social media to promote the organization
· Create a scheme to encourage recommendations and retain loyal customers

Key findings:
After analyzing the macro and the micro environment, it is easier to see the big picture. These two tools allow an organization to adapt and find a way to retain competitive advantage. PESTEL allows to anticipate or to predict certain changes that can affect the industry in general such as a change of government. However, as Covid-19 demonstrated that the predictions are limited as no one anticipated that this situation would arise and affects all the world. While SWOT analysis demonstrates the good and the bad points of an organization as well any treats and opportunities. Through these two analyses, 5 Day Driving can adapt to any changes outside its control as well as any internal adaptation required to maintain competitive advantage. 5 Day Driving strategy direction would reflect the finding of those two analyses.

3: Stakeholders’ analysis:
According to Wasieleski & Weber (2017, p3) “business is about how customers, suppliers, employees, financier, communities and managers interact and create value”. Along the similar lines, Freeman et el (2010, p3) argues that “stakeholder theory is fundamentally a theory about how business works at its best, and how it could work”. There are many definitions for stakeholder but in general it is someone who participates or take part in something (Bonnafous-Boucher & Rendtorff, 2016). To understand stakeholders’ power and influence on 5 Day Driving, an analysis must be done.
5 Day stakeholders:
· Managers
· Owners
· Employees
· DVSA
· Local residents
· Government
· Customers
· Competitors
· Creditors
· Driving test centers
· Theory test centers
Internal stakeholders:
· Owners 
·  Managers
·  Employees
External stakeholders: 
· DVSA
· Driving test centers
· Theory test centers
· Creditors
· Customers
· Local residents
· Government
· Competitors
All those stakeholders affect or are affected by this organization and to understand further their role a stakeholder mapping is necessary.
3.1: Stakeholder mapping:
 

[image: ]
Source: Cadle, Paul & Taylor, 2014, p. 85
No all stakeholders have the same interest or power and according to their connection with the organization, the stakeholders’ expectations and power will vary. 
[image: ]



To understand where the stakeholders will seat in the map, it is important to give them a number and a letter according to their interest and power. This way, it will be easy to identify their position on the map. 

Map coding: 
High power: 1
Some power: 2
Low power: 3
High interest: A
Some interest: B
Low interest: C

5 Day stakeholders mapping:
· Owners: 1A
· Managers: 2A
· Employees: 3A
· DVSA: 3C
· Driving Test Centers: 3C
· Theory Test Centers: 3C
· Creditors: 1C
· Customers: 3A
· Government: 1B
· Local residents: 3C
· Competitors: 2A
This map indicates the relationship with different stakeholders and how and when 5Day Driving should interact with them. Communication with all stakeholders is primordial in order create a long-lasting business and this map helps the organization to communicate with them according to the demand of their position in the map. For example, although, local residents have little power and interest, it is very important to communicate with them occasionally to create a good working relationship and to help maintain a good image of the company. However, more prominent stakeholders will need to be kept informed of all changes and they will set goals for company to achieve and the strategic direction.

4: Strategic growth options:
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Strategic growth for any SMEs is important part to become sustainable over a length of time. According to Levy & Powell (2004, p1) “knowledge about competitors and customers is essential to understand the direction of business development”. Furthermore, Shelley (2016, p3) argues that “competitive advantage does not automatically flow from simply knowing more than others; it requires applications of that knowledge faster and more efficiently and effectively than anyone else in your industry or others”. They are four generic strategies for growth according to Ansoff Matrix. 
· Market penetration:
This process consists of using existing products into an existing market using promotion or by dropping price to access a bigger market share. 5 Day driving is already investing a huge amount of money promoting their business on different marketing platforms such as radio. However, television advertising has not been used yet and maybe it would be worth trying this avenue to reach a bigger audience. Price dropping of the services would attract a bigger market share but due to the nature of the business it would reduce the profit margin for this organization. Because each branch has a limitation of 10 courses per week due to the limitation of driving instructors and the size of the theory center. 
· Market development:
This growth process is to target new markets with existing products or services. 5 Day Driving is operating in England only and could easily replicate this business model in different parts of the United Kingdom. This process would help the organization grow rapidly. 
· Product development:
This process requires a launch new or improved product or service into an existing market. This process could be done by moving the theory training center online and by carrying out the intensive training. This improved service would reduce the cost greatly for the organization as no premises are required anymore. Furthermore, there wouldn’t be need of branch managers as driving instructors could carry out the duties themselves. Moreover, by using this type of services, 5 Day Driving could carry out intensive training courses in all part of the United Kingdom. 
· Diversification:
Diversification growth consists of targeting new markets for new products. This could be done by using the online theory training idea and using it other part of UK other than England. 

5 Day Driving sustainable strategy:
The product development strategy would be a sustainable strategy for this organization as this process would not need physical premises and therefore would reduce the cost for the organization as well as reducing the Carbone footprint for the organization. Moreover, with the Covid-19 restriction, online learning has become a second nature to most people, and this would be a good time to benefit from this change of habits. Furthermore, learners wouldn’t have to travel to the offices to learn and this would save them time and money. Creating value for customers and for the organization is a key element to a sustainable business strategy for the long future of the organization.

 5: Strategic Recommendations for future development:

Recommendation 1:
Now days, every business must play his part in protecting the environment and helping customers making ethical choices in term of environment. A sustainable business is business that is profitable for the long-term future and a business that is environmentally friendly. 5 Day Driving should use only electric or hybrid tuition cars even if that means that the organization only catering for automatic lessons. The organization should invest in educating learners of the benefits of driving an automatic car and the benefits of driving a hybrid or electric car. This type of strategy change would not be easy to implement as many learner drivers are still looking to pass their driving test in a manual car. Furthermore, it would also reduce initially the scope of the company and therefore reduce profitability. However, once the new brand and the new strategy change become active in the market, this could have a positive impact on the reputation of the organization. To become an environmentally friendly organization will attract visibility among competition and could create an identity to the brand. However, this type of strategic direction change must be done step by step, maybe one branch at the time to reduce the risk of failure. 

Recommendation 2:
This strategic recommendation is about the expansion of the business and the idea is to replicate this model in all part of UK to benefit from new markets. 5 Day Driving has demonstrated that it can be successful in replicating this business model in many parts of England and this can also be replicated in other part of the United Kingdom. However, like many SMEs, budget is a problem when it comes to the expansion of the business. But if the company can find the investment than it would be able to reach new markets and generate more revenue. 

Recommendations 3:
This strategic recommendation consists of changing the business model to become a more sustainable business and to create better value for customers and the organization. This could be done as a side business and if successful this would become the main business. 5 Day Driving should invest in developing an online theory training center and invite learners to learn on this online tool. This strategy would allow the organization to reach learners in all corner of UK and 5 Day Driving can act as an agent to distribute the practical driving training to some local driving instructors that looking for some extra work. This type of business wouldn’t require physical premises and would reduce permanent workforce. Moreover, this would reduce the Carbone footprint of the organization. 
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To select the most suitable recommendations, a SFA matrix tool is required. 



	SFA matrix
	Strategic option 1
	Strategic option 2
	Strategic option 3

	Suitability
	5
	7
	7

	Feasibility
	5
	3
	7

	Acceptability
	5
	3
	5

	Total
	15
	13
	19




This matrix demonstrates that the option 3 is the most plausible option for the organization to implement keeping in mind all the challenges that SMEs encounter to implement strategic direction. 

6: Conclusion: 
This report looked at a small and medium sized business enterprise know as 5 Day Driving. This business consists of a driving school that cater for intensive type of car driving training across England. This analysis showed that although this a successful business, it does have a vision and mission statement. Upon analysis of the strategic direction of the organization, recommendations were given regarding a potential vision and mission statement that would be suitable for this SMEs. Porter Five Forces analysis showed that there is a high level of competition in type of field but due to the differentiation of the services, 5 Day Driving hold a competitive advantage over his rivals. However, there is always a treat of new entrants with similar services. While the Value Chain analysis demonstrated that 5 Day Driving is maximizing the primary activities and the secondary activities to create value for customers and the organization. However, the recruitment process could be better to help reduce the risk of losing driving instructors at the same time.  
While the external and internal environment analysis demonstrated that this type of business depends on the situation of those two environments. PESTEL analysis of the exterior environment showed that many factors outside the organization could affect the outcome of the business such as Covid-19 made this business redundant for nearly a year. Furthermore, 5 Day Driving needs to predict or anticipate any change in the exterior environment to be able to adapt the business. the interior environment analysis was done by using SWOT analysis tool. This analysis demonstrated the business strengths, weaknesses, treats and opportunities. This type of analysis can help 5 Day Driving to adapt and maintain a competitive advantage above its competitors.  The Stakeholders analysis demonstrated that the business possesses many stakeholders but by using the stakeholders mapping tool, the analysis demonstrated that certain stakeholders hold high power and interest in the business than others. The frequency of communication needs to maintain according to the power and interest of the stakeholders. The fifth part this report looked at the strategic growth choices for this company to have a sustainable business for the long-term future. There were four type of growth choices, market penetration, market development, product development and diversification. Product development was highlighted as the most suitable choice to create sustainability for the long-term future of the business. the last part of this paper gave 3 strategic recommendations for this organization. Each of this recommendation would help the organization becoming more sustainable but due to the constraints, limitation of the budget and the challenges that SMEs must face to change strategic direction, the option 3 of the recommendation list has been highlighted the most suitable for the long-term future of this business.
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