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[bookmark: _Toc127260753]Introduction

[bookmark: _GoBack]This report on strategic management for SMEs will present a brief outlook on various components that are required to develop strategies for new SMEs like Delicious. Proper planning on managing different resources, and utilizing them efficiently to achieve the goals of a company can be referred to as strategic management. Reviewing internal business processes and examining external business factors is very much important to make strategies for business expansion. This report will demonstrate how the growing SME named Delicious will meet the goals of the company. Currently, more than 5.5 million businesses are SMEs whereas more than 16.3 million people are employed in small and medium-sized businesses. Thus the annual turnover of the total SMEs has become approximately £2.3 trillion. After Covid-19, and due to the increasing inflation rate the profit margins of the SMEs have declined. Also, with the cost of supply chain problems and higher market competitiveness, SMEs like Delicious need to engage in effective strategies. For that reason, This strategic management report will analyse the direction and goals of Delicious which will evaluate its vision and mission statements. Next, it will carry out PESTEL and SWOT analysis to identify both external and internal business environment factors. Next, it will develop a stakeholder analysis for Delicious to examine the internal driving focus of the company. In order to analyse the strategic growth option, Porter’s generic strategies and Ansoff Matric will be used to guide Delicious in adopting suitable strategies. Lastly, some strategies and their implementation plan will be suggested so that the company can achieve strategic growth in the future.
 
[bookmark: _Toc127260754]Strategic direction and goals for Delicious

Strategic directions for an SME are essential to sustain in the industry as well as get a competitive advantage. The directions should include the daily grind of attracting customers, growing the business and serving delicious food. The mission and vision statement along with the objectives of Delicious is discussed in the following. 

Vision

Delicious should have a well-explained vision statement which could help the business to attract customers and investors as well. The vision should be to become a premier dining destination known for its commitment to culinary excellence and exceptional service. It aims to create an inviting, vibrant atmosphere where guests can gather and enjoy delicious food and drinks with their friends, family and colleagues. The business envisions a future where the restaurant is synonymous with quality, community engagement and sustainability and serves as a hub for local food culture and a source of pride in the culture of London (Verevka, 2019). The ultimate goal of the business should be to leave a lasting impression on each and every customer, making memories that will bring them back time and time again.  

Mission

The mission statement of the business should be that it can influence the employees and influence the customers also. The mission would be for the restaurant would provide a memorable dining experience by serving fresh, high-quality cuisine in a welcoming and warm atmosphere. It would strive to source the fresh and finest ingredients and constantly introduce new items and offer exceptional service to the customers. An unforgettable culinary and unique experience will be provided. The goal of the business should be the destination of choice for locals and travellers alike (Török, et al., 2022).

 
Objectives

The objectives of the business should be- 
· To provide high-quality, innovative cuisine that exceeds customer expectations.
· To create a welcoming atmosphere that fosters a sense of community and encourages repeat visits. 
· To offer exceptional customer service that exceeds industry standards. 
· To source ingredients from local and sustainable sources, whenever possible.  
· To maintain a profitable business by carefully managing costs and continuously improving operations. 
· To continuously evolve and innovate the menu to stay relevant and attract new customers. 
· To establish a strong brand identity and reputation in the community and online.
· To create a supportive work environment for our employees, fostering their growth and development. 
· To contribute to the local community through charitable giving and sustainability initiatives.  
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SWOT analysis

	Strengths 
Delicious offers a variety of food cuisine for diverse customer segments in London. Despite being an SME the company often gets positive feedback and praise from its customers since it offers quality food items which are unique in taste. It has a unique product line which caters for a diverse category of consumers in London. It has a potential supplier base that provides quality raw materials (Madeira, et al., 2020). The restaurant is able to maintain strong relationships with those suppliers and attain supplies of raw materials throughout the year. The workforce of the business is quite experienced. 

	Weaknesses 
As an SME Delicious has a lot of weaknesses. Among all the weaknesses, a lack of market experience, especially in other markets is the most significant. Mr James the owner of the restaurant has no adequate future growth strategy which would fit the business. Due to the economic recession, the business is facing problems with its expenditures. The business does not have any appropriate strategy on how it can survive in the volatile and challenging business environment. The restaurant business does not have a proper waste management process.  

	Opportunities 
Mr James the owner, has an experience of 20 years in the food sector of the business and is planning to gain opportunities in the future. SMEs in the UK have a lot of opportunities in the current situation despite the economic environment being quite challenging. Delicious does not want to rely on raising prices over the level of inflation. The UK government helps SMEs a lot through their schemes and other aids since SMEs play an essential role in the country’s economy and employment. The energy-efficient policy would provide immense opportunities to the business (Fawcett & Hampton, 2020). The experienced workforce can provide immense opportunities to offer unique food items.      
	Threats 
Lack of experience in other markets is a threat to the business in its expansion strategy. Due to the Covid-19 effect and the Russia-Ukraine war the global economy is suffering from an economic recession which affects the SMEs on a very large scale (Reeves, 2021). The profit margins and employment rate are decreasing while daily running expenses are increasing. The competitiveness in the cost of the supply chain is growing which is also a threat to the company.  


Table 1: SWOT analysis (Source: Developed by author)


VRIO

	Value
Delicious offers a unique and diverse range of food cuisines with quality to diverse segments of customers in London which allows the business to get positive feedback from the customers. Mr James the owner of the restaurant has an experience of 20 years in the food sector. He has built a strong and experienced workforce for the business. Potential and loyal suppliers are also valuable resources for the business. The owner maintains the relationship with the suppliers for getting quality raw materials (Yu, et al., 2022). These valuable resources would help the restaurant business grow significantly within London since the business almost has everything to become a good business.   
	Rarity 
Unique food cuisines and best-quality food products are rare resources for the business. The experience of the owner of Delicious can also be considered a rare resource since Mr James has an experience of 20 years in the food sector. He has built an experienced workforce over the years to get a competitive edge in the industry (Cho, et al., 2021). However, other businesses can bring the same experience and establish a strong and experienced workforce like Delicious. So the future growth strategy would help the business to maintain its resources.     

	Imitability 
The unique food cuisines with the best quality cannot be imitated. However, the business needs to have a proper growth strategy to bring more unique items otherwise they can be imitated after some time. A proper HR strategy is also needed to retain the most valuable staff.   
	Organization
The supply chain of the business is organised and the business has been able to build an experienced and organised workforce. The quality and uniqueness give the business recognition among customers in London. 



Table 2: VRIO (Source: Developed by author)
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Political factors: The UK is one of the strongest countries in the world in terms of political stability and global political influences. However, the previous year there was political turmoil but the country has overcome the effects of the situation. Brexit and Russia-Ukraine war create political uncertainties as the maximum raw materials for the food business come from the EU region and natural gas from Russia. These supplies have been disrupted due to the decision of Brexit and sanctions on Russia. Delicious has to look at the tax reforms or health and safety guidelines of the government. The business has to comply with Food Safety Agency (FSA). The agency investigates whether the citizens of the country are having safe food or not. The organisation provides guidelines for food businesses with different parameters like regulated products, meat and slaughterhouses, animal feed, dairy and farming, etc (Spink, et al., 2019). The cooking, packaging and delivery regulations have to be properly maintained. 

Economic factors: In terms of nominal GDP the UK is one of the largest (6th) in the world. It has a market-based economy and the developed economy plays an essential role in foreign trade. The global lockdowns during 2020 and 2021 put immense pressure on the economy. The SMEs within the country faced a lot of challenges. However, the government helps those businesses by providing various schemes. The operating costs have increased due to rising inflation. Brexit and Russia-Ukraine war disrupted the supplies of raw materials so the supply cost has also increased. In the last three years, the situation in logistics and the cost of the supply chain has worsened.  

Social factors: According to the report the current population in the UK is 68 million which is expected to reach 74 million by 2039. So a greater consumer market opportunity is expected. The multicultural and diverse population support the unique offering of Delicious. The people in the country are quite health-conscious and shifting towards a vegan diet. However, the socio-cultural status of the country consumes an unhealthy diet. People tend to shift to online food delivery options. These elements may help the restaurant business. London is the location of social class people so the capital expenditure of people is higher than in any other place. The business would get opportunities in the location despite having a rising inflation rate issue (Pollard & Booth, 2019).   
Technological factors: The UK is one of the most technologically advanced countries in the world and London is the hub of technology and financial institutions. The country used many food technologies to improve the food quality and the quality of agriculture. It helps restaurant businesses to maintain all the SOPs regarding preparing food. The internet connectivity of the country is fairly high which helps online business of food businesses. From ordering food to delivering food items to the customer becomes smooth due to the internet connectivity. It supports restaurant businesses to keep up with customer behaviour (Siegrist & Hartmann, 2020).     
     
Environmental factors: The restaurant business is highly interconnected with cleanliness. Restaurants have to maintain hygiene and workplace safety and inspect the workplace on a regular basis. Sourcing ingredients, single-use plastic, food waste and harmful gases due to cooking impact the environment adversely. The UK government has imposed some regulations to protect the environment. Delicious has to use recycled materials and stop using single-use plastic to manage waste (Goddek, et al., 2019). A proper food waste policy is needed to run the restaurant smoothly in heart of London. It will help the business in customer acquisition because the environment of the restaurant attracts customers and makes all the operations efficient. 

Legal factors: The business has to comply with legal and local bodies as it is an influential factor. The regulations of the Food Standards Agency need to be abided by the business. Delicious has to follow Natasha’s Law to maintain the labelling requirements for allergen labelling. Apart from food and packaging regulations, the business has to follow the Employment Act 1996 and Equality Act 2010 to maintain the organisational culture. 

Porter’s five forces

The threat of new entrants: The threat of new entrants is low since setting up a new restaurant business needs a lot of investment in building the infrastructure, kitchen set up etc. Moreover, the new entrant would not provide economies of scale from the beginning. Delicious has an experience of a couple of years in the market. The owner of the business has an experience of 20 years in the food sector so it will help the business stay ahead of other new businesses. 

Bargaining power of buyers: In this kind of business the customers get the power to bargain as the competition in the industry is quite high. The buyers have the power of pricing decisions. Therefore, the business has to provide economies of scale and other offers to maintain a loyal customer base. Delicious offers quality food and a unique category of foods which often helps the business to get positive feedback from the customers. 

Bargaining power of suppliers: A restaurant business is heavily dependent on suppliers. Due to the competitiveness and Brexit decision, the cost of supply chain and logistics have increased. However, Delicious is able to maintain potential suppliers and get quality raw materials throughout the year (Ghosh & Eriksson, 2019). 

The threat of substitutes products: The threat of substitutes defines the unique offering by the restaurants. Generally, the switching costs are quite low from one restaurant to another, especially in London there are many similar kinds of restaurants. Delicious reduce the influence of the force by offering quality and unique items and maintaining a strong relationship with its suppliers.

Competitive rivalry: Competition makes an industry more effective and forces businesses to build strategies and introduce quality and unique products. The food sector acts like monopolistic competition. A unique and quality offering can help to survive within the industry.
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Stakeholders are essential for an organisation since they affect the achievement of organisational objectives or stakeholders who are affected by the achievement of organisational objectives. Mr James the owner of the restaurant wants to make a strategy for the future growth of the business. The strategy should be discussed with the stakeholders of the business as the changes would affect the stakeholders. The stakeholder of the business can be analysed through power and influence. Mendelow matrix can be used to analyse the stakeholder groups of the business. The matrix suggests that the stakeholder groups can be divided based on Power and Interest. Power defines the ability of the owner or leader to influence the organisational strategy as the owner or leader has the most power among the stakeholders (Mohamadian, et al., 2022). Mr James has the power to influence the organisational strategy. Whereas Interest defines the interest of other stakeholders in the organisational strategy or project success. 
The power/interest grid helps the organisation to identify the most important stakeholders with high power and high-interest parameters which helps to manage closely. The owner of Delicious is likely to have the power to influence the organisational work and he has a high interest in organisational success. The stakeholders with high interest keep working with the organisation to attain organisational success. However, the owner of Delicious needs to monitor the stakeholders with low power and low interest and make them satisfy. An action plan can be developed to analyse the stakeholders. 
	High power / Low interest 
The leader has to put enough effort into these stakeholders for satisfying them but he has to make sure the influential work does not make them bored. Mr James should engage the experienced workforce in making of future growth strategy. 

	High power / High interest
The organisation requires to fully engage these stakeholders and make a great effort to satisfy them as a whole. The leader should manage them closely. 


	Low power / Low interest 
The leader must make his communication and message concise since excessive communication may bore these groups of stakeholders. Moreover, Mr James needs to keep an eye on the stakeholder group to check whether they gain interest in the change or power change. Continuous monitoring is needed in this case. 
Therefore, the stakeholder analysis should be evaluated in such a way high power and high-interest stakeholders should be monitored closely. High-power and low-interest stakeholders need to be monitored and inform occasionally. Whereas low-power and high-interest stakeholders must be informed continuously as they might engage themselves in the organisational success (Vitolla & Garzoni, 2019). In the end, the low-power and low-interest stakeholders must be given minimal effort by Mr James. 
   
	Low power / High interest 
Mr James, owner of the business has to inform these stakeholders adequately and communicate with them to ensure there is no major issue arising. These stakeholders can help to improve some areas by pointing out the areas that may have been overlooked by the leader. The owner requires to continuously inform the stakeholders.        



Table 3: Stakeholder analysis (Source: Developed by author)
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Delicious is an SME company which runs a restaurant that offers a variety of food cuisine to attract a diversified customer range. But with the growing competition level, The Company need to move strategically for expanding its business and open restaurant chains in international markets also. Porter’s Generic Strategies and Ansoff Matrix are used to channelize suitable strategies for the company. 

[bookmark: _Toc127260760]Ansoff Matrix 

Market Penetration 

Delicious can apply a product promotional strategy by building strong brand identity forts in the UK market. They need to make some unique recipes in the section of drinks, main course and dessert section which will portray a happy meal culture of Delicious in front of customers (Kurniawan, et al., 2020). In case of attracting foreign customers, Delicious can give offer group purchase options along with free meals by availing coupons and discounts. This can increase their word-of-mouth promotion for the company. Next, it can adopt a clever and competitive pricing strategy for attracting more customers. Digital Marketing will be a great choice for Delicious which motivate the customer to taste the exclusive menus of their restaurant. Thus they can motivate customers to avail of their services. 

Market Development 

Delicious can open its outlets in other international markets after examining the market trends and customer preferences of that nation. Proper market research and strong market competition analysis need to be conducted so that Delicious can change its customer acquisition strategy in every international market. As Delicious only regulates its business in the UK it needs to expand its business in more markets. Delicious has a potential supply chain that provides quality raw materials and strong and experienced workforces can help the company to launch new food recipes for international markets (Khajezadeh, et al., 2019). They have to overcome the obstacles of knowing the food choices of other countries so that they can change their restaurant menus along with their existing foods. The company can add localised menu names so that customers can easily connect with their recipes. 


Product Development 

Delicious is currently operated by MR James who has 20 years of experience in the food sector. So it is acceptable that Delicious has a good and unique choice of food menus in their UK market outlets. But while expanding their outlets in other areas of the UK, they need to revise their recipes by giving the opportunity to customers to choose their core ingredients in pasta or pizza (Hossain, et al., 2019). They even start opening cooking counters, especially for Italian and Mexican cuisine which attract customers to taste the food of their restaurants. The entire launched menu of Delicious can be revised along with existing products. Decision can launch unique healthy dessert recipes for attracting customers. 

Diversification 

Product Diversification is another riskiest strategy and most impactful strategy for any growing business like Delicious. Delicious can approach horizontal diversification in which the company can open franchise partners to open restaurants in multiple markets and diversify the product by using the franchisor’s business model. Besides opening restaurants, Delicious can develop ready-to-eat products and baking items which can be sold in various retail stores. Thus they can increase the sales and revenues of the company. Establishing hotels in different markets along with selling Delicious ready-to-eat packaged foods will increase their brand identity before reaching into an international market. 
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Gaining a sustainable competitive advantage is the prime focus of any growing business.  Determining the area of a firm’s profitability is as important as expanding the business into larger markets (Lauer, 2019). Delicious also trying to find opportunities to gain a competitive advantage not only in the UK market but also in other international markets. With the application of Ansoff’s Matrix, the parameters of gaining a competitive advantage can be determined. 







Cost Leadership 

Delicious can develop price skimming or competitive pricing strategy. As the company has a restaurant chain, it needs to be more cautious about the world market preferences and set the menu price differently in various international markets. For capturing good market share in the UK, Delicious can adopt a competitive pricing strategy and gain a cost advantage and attract customers. Because UK consumers have high purchasing power and always want premium quality products at affordable prices. Delicious can implement Cost leadership strategies to maximise the efficiency of the company. Delicious already has a strong supply chain but they need to gather raw materials from a local supplier in international markets. Even they may recruit local labourers which can reduce the total operations; cost of the firm. In this way, they can bring sustainable competitive advantage in other markets. 

Differentiation 

Making a unique business is one of the most challenging factors for any small and medium-sized company like Delicious. Driving customer attention to their restaurant chain has become the prime challenge for Delicious. The firm can diversify its product range and start a ready-to-eat meal delivery system all over the UK by which it can increase its valued customer base.  Profitability can be achieved by maintaining a unique corporate vision and mission statement. There is a huge market competition in the UK market for which they need to launch new international cuisine and develop a sustainable business approach under which they can share their choice of eco-friendly approach towards business (Nair, 2022). 

Focus 

According to its generic strategy of Porters, a firm always tries to generate valuable business for its customers and uniquely positioned its business so that they can meet the needs of the customers. The hotel or fine dining restaurant industry of the UK is growing at a 25.9% rate which is valued at  £11.2 billion. As UK customers try to visit branded restaurant for getting weekend family dining experiences, Delicious need to focus on balancing between cost leadership and differentiation strategy. Rather it can be suggested that the company need to focus more on a differentiation strategy so that they can create a strong brand identity and attract upper-class people to m idle class people of the UK.
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There is a huge market competition in the UK restaurant industry for which Delicious need to develop strong research and development team that can notify Mr James to identify competencies in the UK while expanding its business to other locations of the UK. The restaurants and food service industry of the UK has undergone huge financial problems when the Cocid-19 pandemic started. Still, the market has grown to £2.3 billion at a 25.95 rate which has an estimated market size of $19.9 billion in 2023. In 2022, the top 10 branded restaurants are also expected to achieve around £3 billion in net sales but the outlet decline has impacted the overall market in a greater way (bighospitality, 2022). In this situation, Delicious need to develop the best suitable strategies that not only increase their brand reputation but also helped them to gain a competitive advantage in the 6th UK market and transform their small business into a large company. 

Identifying highly competitive market areas - Delicious need to develop competitor’s strength analysis and try to examine their offered food qualities. Researching well about their competitors will help them to not enter that area of business. Visiting competitor restaurants can help them to improve their food offerings and other services.

Research target Audience - Choosing the right location to open a franchise or new outlet is very much important to reach out to their target audiences. Opening outlets in residential areas would be a suitable location for Delicious to find out potential customers for them. 

Correct Pricing Policy - Having a well-designed interior along with a well-executed menu can enhance the profitability of small businesses like Delicious. Deciding the pricing range for their best-selling items and categorising highest selling and low-selling items can match the competitor’s pricing which makes their business profitable in the long run (Brizek, et al., 2021.). 

Selling the USP of products - It is important for both customers and the company to identify the unique points or speciality of the company so that they can market their USP in the Uk restaurant industry. The unique selling point of the company can become their asset of award-winning chefs or signature dishes or alternative diet menus which customers can visit many more times in the restaurant. The marketing message of the company can be spread through digital marketing or by the servers, chefs or managers. The unique healthy recipes especially plant based on gluten-free meals recipe can attract more customers in restaurants. 
Train employees and customer service staff - Delicious has 20 years of experienced staff who have the basic knowledge of running well-mannered restaurants in the UK food sector. For making the customer happy and content Mr James need to arrange training programmes for the staff members of the company. First of all proper etiquette should be maintained in all outlets of Delicious where all the staff members should be polite to every customer of their restaurants. The company can appoint international chefs to train their personal chefs to learn new cuisines. Checking clear tables and plates is another important thing so that the customer could not ever complain about the food quality and staff manners. Accepting good and bad reviews on a smiling face is very much important to create a positive brand identity for the company (Lepkowska-White & Parsons, 2019). 

Ensuring Waiting times - In order to establish a competitive advantage, Delicious need to be aware the customers of the menu preparation time and notify them of the exact time of serving the food. Faster customer service is a most appreciable thing in the restaurant business. It is the responsibility of the Management to look into the matter so that the customer should not feel bored while waiting for the food in restaurants. Giving Wi-Fi facilities along with live music could be the best suitable strategy to attract customers to their restaurant chain. 
Implementing Digital Marketing - Delicious can add their reservation links to Google Platform which will help them to dominate online food searches in various localities. Sending automated email systems can send newsletters or birthday messages to more customers. Offering online reservation platforms on their online websites provides millions of customers pull in their fine dining restaurant approaches (eat, 2022).

Social Media Marketing - Delicious can post about their food menus and fine dining facility on social media platforms like Facebook, Instagram’s which can attract more young people to know about their brand. Posting every content with popular hashtags can reach more customers and a well-executed dish can attract asocial media influencers to taste their menu and promote their restaurants on social media. A well thought the background of Restaurant interiors along with bright colour dishes attracts more customers to the business. 
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A well-structured business strategy of the Delicious restaurant chain can be implemented in a proper way. Delicious need to use technology to provide a smooth restaurant experience all over the UK. Firstly, Delicious need to develop a mobile-friendly website where they can upload new content, a competitive pricing strategy and affordable discounts and coupons on the websites. All the restaurant managers can provide outstanding customer service by facilitating the POS system. Investments in technological appliances can smoothen the process of strategy implementation for Delicious. All the aforesaid strategies of Delicious can be best implemented by including technology in the business. They need to recruit more people besides opening new outlets in the UK markets and other international markets. Some of the best monitoring techniques for exact strategy implementation are suggested below.
 
Monitoring Daily consumption rate - Delicious can use restaurant management software to measure whether the raw material stocks are available; in each outlet or not. Thus they can easily control the inventory of each of their restaurant outlets. 

Recipe Management - After implementing POS software in each outlet, Delicious can integrate recipe management by tracking each raw ingredients consumption rate of each recipe. This can help them to measure how each of their items is prepared. This technique not only helps the chefs but also helps the other kitchen staff to maintain the food quality and consistency of each dish served to the customers.

Manage the Shelf life of Stock items - Delicious need to adopt the First In First Out approach to develop the best inventory management and developing stock clearances for expired stock ingredients in the food. Because this may hamper the taste and quality of foods. 
In order to know the success rate of the strategies, the management of Delicious needs to measure the Key Performance Indicators of the company. 

Labour Cost - Delicious need to evaluate the labour cost of each outlet so that they can include other employee benefits along with an increased salary for each employee. As per the reports the labour cost of the business should be 30 to 35% of the total earned revenue of the restaurant (netsuite, 2022).  

Sales - The most critical key performance indicator is the total sales of the business. The company need to measure the break-even points and gross profit margins so that they can identify the sales volume and requirement of more investments such as buying new property or kitchen equipment. 

Cost of Goods - Delicious and need to measure the cost of each menu ingredient to determine the well-managed supply chain of the company. 



Gross Profits - Delicious can measure the gross profits by subtracting the cost of goods from total revenue which will ensure the profitability rate of the business. Thus they will ensure the success rate of strategy implementation before and after profits in the company. 

[bookmark: _Toc127260764]Conclusion

From the above discussion, it can be concluded that the contribution of SMEs to the UK economy is quite high and if they can have proper strategic directions and future growth strategy then they can thrive in the economy significantly. The report has discussed the strategic management for SMEs by discussing various parameters and strategies for an SME, Delicious. Delicious is a restaurant business and the owner of the business wants to make a future growth strategy. The mission and vision statement of the organisation have been evaluated and what should be its objectives to sustain in the market. The internal and external analyses have been carried out by discussing SWOT, PESTEL and Porter’s five forces analysis. The stakeholder analysis of Delicious has been assessed using Mendelow’s matrix. The strategic growth options of Delicious have been evaluated by discussing Ansoff’s Matrix and Porter’s generic strategies. Then the best-fit strategy has been selected and justified for the business where competitive market areas, recognising target audience, pricing policy and USP as well as employee training and development have been demonstrated. In the end, a strategy implementation planning has been developed along with suggested monitoring techniques and KPIs. These monitoring techniques would help the business to thrive in the food sector and achieve future growth and sustain in the market for a long time.  
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