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[bookmark: _Toc236915340]Introduction
The COVID-19 pandemic sped up the process of adopting digital technologies by the UK retail sector but also stressed the differences existing between small businesses in their capacity to go through this process. Despite the fact that digitalisation provides opportunities to business companies, allowing them to connect with customers better and facilitate business transactions, small retail enterprises are frequently prevented from doing so because of their inability to afford the digital solutions and their insufficient amount of time, digital know-how and infrastructure. This is especially important for independent retailers and business companies from rural areas, who can’t afford the same financial and technical solutions as bigger companies do. The present report employs design thinking methodology in order to find out the problems faced by small retailers in the UK and possible innovative solutions. Design thinking is a user-oriented and iterative approach, which implies understanding of users’ needs and problems they have, making efforts in order to find solutions, designing products and services as well as testing them with users afterwards. Initially, the report identifies the main difficulties, market gaps and technologies enabling small retailers to develop their business. In addition, it conducts the further design in accordance with five stages of design thinking in order to create ShopLink, a low-cost delivery and shop solution made for small retailers’ practical needs.

[bookmark: _Toc236915341]Task 1: Identifying Key Opportunity Areas Using a Design Thinking Lens
This scenario demonstrates the rapid growth of digital transformation in the UK’s e-commerce sector and SMEs (Verhoef et al., 2021) after the outbreak of the Covid-19 pandemic. Design thinking as a human-centred and iterative approach to innovation that includes the Empathise, Define, Ideate, Prototype, and Test stages (Lewrick, Link and Leifer, 2018) can be used as a basis to analyse where there exists room for new business ventures in this digital transition. While digitalization is typically considered a cohesive trend, the analysis uses design thinking principles of empathy and problem framing (Brown, 2019) to explore the problems faced by the small retail segment in the UK, as well as market gaps, technological facilitators, and scalability factors that enable overcoming these challenges. The analysis uses a range of academic sources and official UK reports in order to offer a well-reasoned perspective instead of forming views based on assumptions, which is in line with the design thinking practice of starting and innovating from understanding the users (Lewrick, Link and Leifer, 2020).

[bookmark: _Toc236915342]1.1 User pain points
Small-scale merchants, especially small independent businesses, have a set of related challenges. First, small retailers who lack technical capability or confidence are far less likely to set up or support even the most basic online trading options. Porfírio et al. (2021) reveal that leadership traits and digital literacy play an important role in a firm’s adoption of digital business tools. The owner-managers of small stores are less likely to possess the specialist knowledge for adopting digital tools that bigger retailers utilise through their IT teams. Secondly, a group of small enterprises has been forced to use digital service platforms such as Zoom even though these tools were not evaluated within the context of an integrated approach to digital technologies. Leo, Laud, and Chou (2023) observe that transforming businesses in crisis conditions brings anxiety to service employees, which may prevent their successful use of digital services even after the initial stage of the crisis is passed.

The third challenge for rural producers and retailers is sustainable income not provided by weak e-commerce in rural areas. Tiwasing, Clark, and Gkartzios (2022) point out that businesses in rural areas remain digitally disconnected from urban firms, with rural producers lacking proper broadband and digital literacy required for sustainable e-commerce development, despite the fact that farmers claim to use Facebook and WhatsApp for coordinating their sales. This implies that rural businesses have to be innovative not because of adequate digital conditions but rather in response to lack of proper infrastructure.

Fourthly, payment and time issues continue to impede small retailers. The authors point out that many small shops in question introduce cashless payment option, but still, the Department for Business and Trade (2025) reveals that small companies do not use technologies as being expensive and time-consuming. The Federation of Small Businesses (2023) confirms this claim stating that 40% of small firm owners have no time or capacity to evaluate the use of advanced digital tools. All in all, the problems faced by small retailers confirm that they want to use digital options but do not have any technical or human resources for successful use of digital services.

[bookmark: _Toc236915343]1.2 Market gaps
These difficulties highlight certain market voids rather than a common "opportunity for digitalisation." The largest void is in the offering of cost-effective, packaged digital infrastructure specifically for micro and small merchants. In contrast, the OECD (2021) explicitly names SME access to digital technology and adoption of platforms as aspects requiring a targeted action, unlike issues of cybersecurity or blockchain that are more important for bigger, better-funded companies. This opens up true opportunities for businesses that will simplify the already available digital toolkit instead of increasing it.

The second void is in regard to SMEs getting funds for technology investments. Bakhtiari et al. (2020) show that financial limitations have disproportional impact on small companies compared to bigger ones, which prevents them from making at least moderate technology investments. The case illustrates that early entries into the market get "intensive competitive edge." Thus, companies that do not have an access to affordable financing will suffer from a permanent competitive disadvantage, creating opportunities for more affordable digital solutions.

Yet another void is an absence of sound digital skills support. The Federation of Small Businesses (2023) claims that the main barriers to innovation for SMEs are not the readiness of their owners but the costs and time frame. Many SMEs need government subsidies or tax credits rather than campaigns aimed at convincing them to start using modern technology. This indicates a niche for services assisting businesses in the adoption process without making any effort to persuade them to do so.

Last but not least, SMEs have problems with last mile delivery coordination, as they do not have a national infrastructure like Royal Mail, DPD, or Evri. According to Vial (2019), the process of digital transformation requires organisations to change their structure and process, but small retailers do not have any structure for demand aggregation unlike their bigger counterparts.

[bookmark: _Toc236915344]1.3 Technological enablers
Several technologies now exist that facilitate the commercial and practical solution of these gaps. Cloud-based collaboration and template-driven website-building platforms are clearing away significant technical barriers for businesses trying to establish an e-commerce presence and directly bridging the capability gap that Porfírio et al. (2021) highlighted. Next, mobile-first design and social commerce, discussed in the case with respect to order placing via Instagram and WhatsApp, are really affordable enablers already being used informally by street vendors and farmers. According to Zou and Cheshmehzangi (2022), the use of ICT and e-commerce supplemented each other during the pandemic, and there are indications of persistent advancement rather than one-off buzz associated only with lockdown periods.

The utilization of business model design tools, including the Business Model Canvas and Value Proposition Canvas (Osterwalder et al., 2020), allows entrepreneurs to develop their solutions for the above-mentioned segment using a structured approach that will ensure that their start-ups are based on validated customer needs instead of following the technological trends purely for the sake of technology. Moreover, the application of design thinking tools (Lewrick, Link and Leifer, 2020) introduces effective facilitative techniques like empathy mapping and rapid prototyping to be applied in practice with small retailers, who might be wary of the abstract concept of "digital transformation" detached from their reality.

Finally, the initiative of the government on the development of a digital adoption infrastructure is another enabler. According to the Department for Business and Trade (2025), at the moment there is collaboration between the SME Digital Adoption Taskforce and companies working in the industry like Sage and Xero, which means that there is a will at the institutional level to create platforms that will be integrated into the existing policy ecosystem instead of competing with it, which decreases the risk for entrepreneurs who want to enter this market.

[bookmark: _Toc236915345]1.4 Scalability and sustainability potential
Potential in the market supports the view of impeccable scalability since the problems in question are of a systemic nature as opposed to being company-specific. In their work, Verhoef et al. (2021) classify digitisation, digitalisation and digital transformation; thus, a company can begin with the simplification of simple digital processes such as QR payments so as to boost digitalisation with integrated processes, thus preventing small retailers from making one jump that leads to a full commitment of resources and disruption. This model is aligned with the need to ensure good scalability through heterogeneous retail businesses with diverse degrees of digital maturity.

The necessity of going sustainable is another argument supporting the finding that such business if investing now can become dominant on the market. Ofcom (2023) points out that Royal Mail lost in service quality in 2022-2023 due to strikes, cybercrimes and increased costs being followed by investments in the electric vehicle fleet and commitment to net-zero target numbers. This indicates that last mile delivery is going through systemic evolution whatever the actions of an individual retailer may be and solutions for companies working towards sustainable delivery coordination will comply with the rules of such segment’s transformation and not violate the principles of it.

Environmentally and socially responsible practices also play a role for SMEs. According to Baah et al. (2021), pressure from stakeholders for cleanliness in manufacturing positively influences the performance of SMEs which means that this principle may also be applied to retail ones working on developing local delivery concepts together to reduce carbon footprint of their deliveries. Lashgari and Shahab (2022) support the idea that necessities of urban retail recovery after the pandemic demand integration of physical and digital processes instead of rivalry over consumer loyalty.

Lastly, based on Burns’s (2022) conclusions, sustainable growth refers to those models that go beyond their “early success” in the eyes of people being satisfied with their experience. Thus, the ideas for SMEs should work on solving structural issues of financial accessibility, digital skills and delivery coordination rather than providing them with short-term solutions similar to those ones that emerged during the pandemic.

[bookmark: _Toc236915346]1.5 Summary of Task 1
The results obtained from Task 1 provide a certain basis for coming up with a new business idea rather than regarding digitalization as a generic opportunity. The real opportunity is to develop a business solution that directly addresses the real-life limitations of small retailers like restricted time and budget, insufficient skills in using digital resources, and difficulties with ensuring timely delivery of goods. The technological opportunities presented above indicate that technologies need not be new, thus they can be technologically entered into a simplified and easier service. Thus, an obvious relationship between the identified market opportunity and the implementation of design thinking seems to emerge. So, the next section will show how the five stages of design thinking can be utilised to transform the identified needs of the users into the innovative ShopLink service.

[bookmark: _Toc236915347]Task 2: Applying the Five Stages of Design Thinking to Develop a New Venture
Based on the areas of opportunity determined earlier, this section follows the five phases of design thinking, which consists of Empathise, Define, Ideate, Prototype, and Test (Lewrick, Link, and Leifer, 2018), in the designing process of a new project called ShopLink. ShopLink is a conceived project focusing on the provision of low-cost digital storefront solutions for UK-based small retailers, including simple functional websites, integrated card and QR payments, and joint delivery processes. The upcoming sections elaborate on each phase, proving that theory of design thinking is characterized with theoretical and practical interconnectivity (Brown, 2019).

[bookmark: _Toc236915348]2.1 Empathise
The empathising phase necessitates thorough, genuinely experienced engagement with what affected users experience, rather than simply presuming their demands (Brown, 2019). In relation to ShopLink, the major users constitute small independent businesses, like corner shop owners, market vendors, and independent bookstores operators, as disclosed in the case description. Secondary stakeholders include rural producers selling directly to consumers and small delivery collaborators working in various urban and rural locations.

The empathy research is likely to consist of typed interviews and contextual observation of a purposely chosen group of small retail companies in urban and rural areas, according to the recommendations provided by Lewrick, Link and Leifer (2018) on the implementation of empathy maps and observational frameworks aimed at finding out what customers do, say, think, and feel instead of relying merely on what they profess. For instance, the persona of a corner shop owner named Amara, who is 52 years old and runs an independent grocery store in the suburbs, serves as an example of a retailer who has introduced a card only policy and a QR payment display but does not possess a channel for selling goods online or sufficient time at periods outside the operating hours of the store to create it. The second persona is Tom, a market vendor who has an Instagram shop in his thirties and shows some confidence in using technology but does not have an integrated system of payments and deliveries.

In conducting empathy research, it is essential to leverage existing evidence as well. For example, Tiwasing, Clark and Gkartzios (2022) provide authentic insights into the experiences of rural retailers in terms of their digital exclusion, which can be invaluable for creating a third-persona scenario where a rural producer utilises WhatsApp to place orders but does not have sufficient broadband capacity to run their own website. Moreover, Leo, Laud and Chou (2023) have shown that service sector small business owners had increased levels of anxiety caused by the necessity of adopting digital technologies, which should inform the process of onboarding ShopLink users since using overly complicated and strenuous implementations of onboarding can only magnify the existing problems faced by small business personnel.

The empathising stage should also encompass what small retailers appreciate in addition to efficiency. Many small shopkeepers and market traders rely on their existing customer base, as detailed in the case's report about local suppliers communicating with customers directly via messaging apps. This suggests that any digital solution must therefore keep the character of small retail customer relations intact. Data from the Office for National Statistics (2024) shows that online retail turnover has continued to rise through 2024, and this indicates that shoppers’ expectations of online buying have changed from temporary to permanent, which contributes to the pressure that small retailers are under, even if they are hesitant to depart from the traditional practices of relationship-building.

[bookmark: _Toc236915349]2.2 Define
The Define phase reflects empathy research in the form of a problem statement (Lewrick, Link and Leifer, 2018). The personas and issues raised previously renders the following problem definition: Independent small retail businesses in the UK want to compete for local customers who are digitally savvy. However, they do not have the required time, know-how or a reasonably priced solution to set up and operate an integrated online sales and shipping service; their existing solutions are either found to be too difficult or too expensive or unsuitable.

This problem definition matches Vial’s (2019) argument about a transformation is much more than a particular technology adoption by the company. It is the way how organisations change how they create value to adjust to the changing environment. Small retailers cannot transform because they are not aware of the digital technologies available; rather, they simply do not have the affordable option that would take into account their real-life constraints like small number of employees, very low profit margins and constantly changing stock.

The reframing of “How Might We” based on design thinking strategies (Lewrick, Link, and Leifer, 2020) establishes a direction for the ideation process: how do we allow small independent shops to set up online shops, use online payments and arrange local delivery without the need for high level technical skills, costly investments or significant time commitments? 

The problem statement has a narrower focus compared with “helping SMEs with digitisation” referring to the distinction made by Verhoef et al.(2021) between digitisation, digitalisation, and complete digital transformation; ShopLink follows the approach specific to digitisation and partial digitalisation, instead of going for complete transformation right away as Burns (2022) points out that starting businesses serving customers must consider the issue of the slow development of such companies being limited in terms of resources.

[bookmark: _Toc236915350]2.3 Ideate
The ideate phase produces a multitude of potential ideas before settling on the most promising one (Lewrick, Link, and Leifer, 2020). The initial ideation step involves brainstorming methods to maximize the possibilities which can incorporate: an AI-generated website creator whose aim is to automate all processes completely; an e-commerce application uniting smaller retailers into one hub-like e-platform, which can be compared to Etsy; an e-shop kit that connects different aspects of online business such as payments, delivery, and website; a mentoring network connecting advanced online sellers with novices; and a delivery network that does not depend on any single seller's site for its operation.

The assessment of all those ideas against the problem statement and empathy results leads to the conclusion that the e-shop kit is the option that proves to be all-inclusive in terms of pain points addressed because it secures/endures ease of use (Porfírio et al., 2021), affordability (Bakhtiari et al., 2020), and delivery coordination (Vial, 2019) and can be implemented by a single startup without the need for other small business owners to join in to make it functional.

This finding confirms the idea of García-Morales et al. (2021) that entrepreneurship and digital transformation go hand-in-hand when entrepreneurial organisations capitalize on social media opportunities and innovations, rather than forcing shop owners out of existing non-formal digital activities like Instagram stores. Thus, the main focus of ShopLink is to enhance current digital marketing opportunities for retail businesses instead of eliminating them.

Taking the approach outlined by Osterwalder et al. (2020) in their Business Model Canvas, it can be said that the value proposition of ShopLink is a single monthly fee that allows retailers to have an online shop, a payment service connected to it, and collective delivery services. The key participants of this venture would be payment services, delivery companies, and institutions like the Federation of Small Businesses (2023), which can serve as a good partner for the new enterprise due to its reputation in issues related to modernizing small businesses.

[bookmark: _Toc236915351]2.4 Prototype
The prototype phase involves the transition from concept to a concrete and verifiable entity (Lewrick, Link, and Leifer, 2018). ShopLink's minimum viable product, or MVP, consists of three connected parts, delivered via a single onboarding process: a template storefront in which retailers enter product images, prices, and some descriptive text; an integrated QR code plus card payment solution, linked to their bank account; and a simple order request application that centralizes deliveries from a network of local small retailers into a single package to be delivered at a lower price by local couriers.
 
The advanced features that would not be part of the MVP, in accordance to the principles of lean prototyping (Osterwalder et al., 2020), include custom website design, multi-channel inventory synchronization, and international delivery, because they increase complexity unnecessarily without actually addressing the core pain points unearthed during empathizing and defining stages. This is consistent with Lewrick, Link, and Leifer’s (2018) view that the purpose of the early stage prototype is to test the key assumptions fulfilled above, not conduct market research on a wholly promoted product resulting in spending too much time and resources.
 
The low-fidelity prototype is first tested as a clickable model with a small group of retailers which may include five to ten independent stores in the same town in order to check if onboarding can indeed be accomplished “in less than a day” as claimed in the proposition and if the concept of consolidated delivery makes sense for retailers and couriers alike. Ofcom’s (2023) increasing consumer dissatisfaction with postal services creates an opening for ShopLink’s delivery model to take advantage.
 
The findings of the Department for Business and Trade’s (2025) taskforce demonstrated that previous projects such as Help to Grow: Digital failed due to limited outreach and ineffective marketing, thus pointing to the prototype’s go-to-market strategy: ShopLink intends to test prototype through collaborations with already existing network of local businesses, and with the Federation of Small Businesses (2023) so that company’s message would be relayed via somebody trusted rather than by an unknown company attempting to reach retailers.

[bookmark: _Toc236915352]2.5 Test
In the testing phase, the prototype will be tested on users, along with getting feedback in a structured manner and iterating before a wider rollout (Lewrick, Link and Leifer, 2020). The testing process for ShopLink will be divided into two parts. Firstly, there will be a closed pilot conducted with an initial batch of five to ten retailers for a period of eight to twelve weeks where measurable parameters such as time taken to onboard, number of transactions made using the integrated payment system, and uptake of the delivery pooling service will be recorded and feedback obtained by conducting short check-ins rather than long surveys, respecting the previously identified constraints regarding time (Leo, Laud and Chou, 2023).

Secondly, the qualitative feedback sessions will be conducted in accordance with design thinking mechanics of build-measure-learn (Osterwalder et al., 2020) where retailers will be interviewed whether they think the service preserves the personal character of their business or feels too impersonal and automated. As highlighted by Burns (2022), new ventures should treat the feedback of their customers as the principle for making changes to the business model rather than proving previous assumptions, meaning that negative review about any aspect of MVP, for example, if retailers deem delivery pooling service cumbersome from a logistical standpoint, should lead to revisions.

Some of the criteria for successful completion of pilot stage would be the evidence of the prolonged usage of the product, successful improvements in the time saved by retailers, and clear reduction in the cost of delivery per parcel due to pooling when compared to Ofcom’s (2023) dissatisfaction with available services. Based on the findings of Bakhtiari et al. (2020) on financial constraints imposed on SMEs, the testing should also address price sensitivity, since subscription that seems affordable on paper may be out of reach on practice.

In the later stages, the testing and refinement will be based on the instructions received from OECD (2021) regarding the introduction of the platform for SMEs, placing ShopLink in a position adequate for the cooperation with initiatives working on digital platforms.

In general, the design thinking process shows that the key factor for ShopLink is not just the existence of digital technology, but the discoveries related to the small retailers’ particular needs and limitations. Empathising and Defining phases prove that the biggest challenge is connected with the limited time, affordability, technical literacy and delivery management, while Ideate phase turns these conclusions into a number of possible solution ideas. The decision concerning the e-shop kit and its creation of an MVP proves that that the idea can be put into specific and marketable form. Most importantly, Prototype and Test phases make sure that ShopLink is flexible and does not just assume that the preliminary business model is the right one for consumers. The information about onboarding time, payment method usage, delivery pooling, personal relationships with buyers, and price sensitivity can be used to improve the idea before it is introduced to the consumers on a large scale. Thus, such repeated approach helps ShopLink reduce the risks of spending too much money on the features that do not solve the main issues discussed in Task 1.

[bookmark: _Toc236915353]Conclusion
This report has utilised design thinking to investigate a well-known but complicated issue, namely the rapid and uneven digital transition of e-commerce and small and medium-sized enterprise activities in the UK following Covid-19 (Verhoef et al., 2021). In Task 1, specific and well-founded opportunities instead of general calls for more digitalization were identified and the user pain points, market gaps, technological enhancers, and scalability aspects were determined on the basis of a combination of academic publications and official UK statistics (ONS, 2024; OECD, 2021; Ofcom, 2023). Task 2 involved the development of ShopLink, a combined digital store and delivery-pooling service for small business premises based on findings obtained during the Empathize, Define, Ideate, Prototype, and Test process (Lewrick, Link and Leifer, 2018).

The main idea relevant to both stages is that the obstacles small retailers face are structural and not psychological; it is the problem of affordability, time and the created environment for work rather than the lack of desire (Federation of Small Businesses, 2023; Bakhtiari et al., 2020). Projects that take this fact into account providing gradual and cheap solutions rather than requiring complete transformations are likely to have long-term success (Burns, 2022). According to Brown (2019), design thinking is important not because of the invention of new technologies, but due to the ability to turn real human needs into feasible public demand; if applied in the small retail market in the UK this means getting access to their digital participation on their conditions rather than on the conditions imposed by the technology.
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