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Biscuit Factory  

1.) Executive Summary 
The Company works in the UK biscuit making and packaging industry, which is valued at more than £3 billion in the UK. But this industry is dealing with some tough challenges: increasing costs for materials and energy, problems with supply chains, shortages of workers and skills, tougher competition, and changing tastes of consumers. Because of these challenges and the natural limits that small and medium-sized businesses (SMEs) encounter, the Company needs to find a future strategy that focuses on what makes it special, sets it apart, strengthens its ability to handle difficulties, and uses growth opportunities that are practical for its size.
 This report: 
· Introduces the organization, covering its products and services, business model, and what makes it unique. 
·  Evaluates the current strategic direction, including the vision, mission, and objectives. An environmental scan is conducted, looking at both internal and external factors.
·  The growth strategy options are examined, and a sustainable choice is recommended.
·  A stakeholder analysis is performed. 
· Key strategic recommendations are outlined, focusing on implementation within a small to medium-sized enterprise (SME) context.
· Concludes with a summary of the findings. 
In summary: The suggested strategic direction is to establish the Company as a premium and innovative biscuit maker, targeting mid-to-higher value markets instead of competing solely on price. This can be achieved by tapping into niche health and specialty segments, such as gluten-free, vegan, and artisan Flavors. Additionally, it involves enhancing direct-to-consumer (D2C) and business-to-business (B2B) channels, including exports, adopting lean and digital operations for better cost efficiency and flexibility, and integrating sustainability practices. For an SME, this approach entails phased investments, forming partnerships or cooperatives, and maintaining adaptable governance instead of pursuing large-scale changes. 

2.) Introduction of the organisation 
Organisation overview: 
· The Company is expected to make biscuits (sweet baked treats) in the UK, catering to retail (both own-brand and branded), possibly foodservice, and direct-to-consumer markets.
·  Its product lineup includes for example, classic biscuits (digestives, chocolate-covered, sandwich biscuits), specialty or seasonal varieties, and maybe private-label options.
·  Services offered include manufacturing, packaging, and possibly custom contract manufacturing or co-packing for other brands; distribution to UK markets (and maybe exports); and direct online sales. 
· Business models include Own-brand manufacturing: creating and promoting its own biscuit brand(s) through retail channels. 
· Contract/Private-label manufacturing: providing large retailers or smaller brands with biscuits under their labels. 
· Direct-to-consumer: selling through an online store or subscription service. 
· There may also be co-manufacturing or outsourcing partnerships.
·  Unique selling points / uniqueness: As a small to medium-sized enterprise (SME), the Company can be more flexible, focused on niche markets, and quicker to adapt to trends compared to large multinationals. 
· There’s the potential for closer relationships with customers (retailers, foodservice, niche markets) and the ability to offer customization.
·  Additionally, local sourcing, sustainable packaging, and transparency could appeal to consumers looking for ethical and sustainable products. 
Therefore, the Company is well-positioned for growth but needs to leverage its uniqueness to avoid being overshadowed by larger competitors in the commodity and own-label sectors.

3.) Appraisal of current strategic direction  
Vision & Mission & Objectives 
· Vision: Our goal is to become the top artisan-biscuit maker in the UK, creating delightful, high-quality biscuits that unite people. 
· Mission: We make tasty biscuits with attention to detail, creativity, and a focus on sustainability, serving retailers, food services, and direct customers, while growing in a responsible way and appreciating our team and the environment.
·  Objectives: Boost sales by 10-15% in the next 3 years. Introduce new product lines each year, including health and specialty options.
· Grow our online direct-to-consumer channel to represent 20% of our revenue.
·  Increase our export presence in chosen markets.
·  Meet our sustainability goals.
Appraisal: 
· The overall strategic direction seems suitable when looking at the market dynamics broadly. 
· But for a small to medium-sized enterprise (SME), the real challenge lies in turning that strategy into action: Are the goals realistic considering the limited resources? Are they distinct enough in the busy biscuit market? 
· One possible issue: If a lot of the current business involves private-label or commodity biscuit production, there’s a risk of losing profit margins because of price competition from bigger suppliers or own-label brands. 
· The mission and vision should highlight the need for differentiation.
·  Another possible risk: If there isn’t a clear strategy for export or distribution, growth could be limited to a domestic market that’s already saturated. 
· The objectives might need to focus more internally instead of trying to tackle too many things at once. For example, it could be better to concentrate on launching one new product line or channel first rather than trying to do everything simultaneously.
 In summary, while the current direction is fundamentally strong, the SME needs to refine its priorities, set measurable KPIs, and establish a disciplined approach to implementation.

4.) Environmental Scan & Competitive Positioning 
Internal Environment – SWOT 
Strengths:
·  Being agile and flexible allows for faster innovation and product development.
·  Having a potential niche market helps in standing out from the competition. 
· Building closer relationships with customers and the ability to tailor products for B2B, private label, or food service. 
· There might be less red tape and quicker decision-making compared to larger corporations. 
Weaknesses: 
· Limited economies of scale for instance, small and medium-sized enterprises (SMEs) are more vulnerable to increases in raw material and energy costs. 
· They also have less ability for research and development, as well as capital investment, when compared to larger manufacturers. For example, there are significant barriers to innovation for SMEs, such as difficulties in securing funding for technological advancements and a lack of suitably skilled personnel.
·  Additionally, there are potential challenges with distribution and logistics: SMEs typically incur higher transportation costs per unit and operate with smaller logistics networks. 
· Their limited experience in exporting and heavy reliance on the domestic market can lead to issues like market saturation and price pressures. 
Opportunities: 
· There is a growing demand for biscuits that are both health-conscious and indulgent. For instance, in the biscuit industry, health is becoming a major trend.
·  Consumers are placing more value on sustainability credentials; small and medium-sized enterprises (SMEs) can take advantage of this to stand out and potentially break into export or retail markets.
·  Direct-to-consumer (D2C) online channels provide an opportunity to utilize digital marketing and connect with niche audiences without incurring significant costs associated with traditional retailers.
·  Regarding export growth: Even though many SMEs do not currently export, the rising trend of UK food and drink exports indicates a potential opportunity.
·  Building collaborations and partnerships within the supply chain can enhance the capabilities of SMEs.
Threats: 
· The rising costs of raw materials and energy: for instance, things like wheat, sugar, electricity, and gas have gone up, which is affecting profit margins. 
· There is fierce price competition from big manufacturers and store-brand producers. In the biscuit category, store brands are steadily taking away market share from branded products.
·  Supply chain issues are hitting small and medium-sized enterprises (SMEs) harder than others. 
· There are also regulatory, and sustainability demands that require companies to invest more.
·  Changes in consumer behaviour: for example, people are switching to cheaper biscuits or moving away from luxury items due to inflation.
·  Export challenges and fluctuations in currency and market conditions are also a concern. 

Value Chain 
For a small to medium-sized enterprise (SME) in the biscuit industry, the value chain includes: obtaining raw materials (like flour, sugar, cocoa, butter/oils, flavourings, and packaging) → production (which involves mixing, forming, baking, cooling, coating, and packaging) → distribution (through wholesale, retail, private-label, or online channels) → marketing and sales → after-sales service . Important activities that add value are innovating Flavors and recipes, creating premium packaging, building the brand, manufacturing efficiently, ensuring quality, and providing good customer service. Potential weak points could be high costs for raw materials and packaging, distribution expenses, limited scale that results in higher overhead costs, and the necessity for improved marketing and digital skills. 
External Environment – PESTEL
Political: Brexit has altered the rules for exports and imports, customs, and regulations, which has a significant impact on small and medium-sized enterprises (SMEs). Trade policies and tariffs continue to pose risks. The government is providing support for the manufacturing sector.
 Economic: Inflation is on the rise, with increasing costs for inputs, wages, and capital. Consumers are feeling the squeeze on their disposable income, which means that premium biscuits might see more sensitivity to price changes. 
Sociocultural: There is a growing demand from consumers for healthier options, convenient formats, premium indulgences, and ethically produced goods. This indicates a shift in when and how people snack.
 Technological: Advances in automation, digital manufacturing, predictive maintenance, and supply chain data are changing the landscape. 
Direct-to-consumer e-commerce and innovations in packaging are also important, but SMEs might fall behind in these areas.
 Environmental: There are increasing pressures for sustainability, including concerns about packaging waste, carbon footprints, energy use, ingredient sourcing, and waste reduction. Expectations from both the government and retailers are rising.
 Legal: Regulations around food safety, labelling, targets for reducing sugar and salt, packaging laws, employment and labor laws, health and safety standards, and compliance with export and import rules are all critical issues to consider. 

Porter’s Five Forces 
· Threat of new entrants: Moderate. The barriers to entering the biscuit manufacturing industry include the costs of capital equipment, compliance with food safety regulations, and the need for distribution networks. However, niche artisan and online businesses can still find a way in. Small and medium-sized enterprises (SMEs) might see more boutique competitors emerging in the premium market.
·  Bargaining power of suppliers: Relatively moderate to high for an SME. The prices of raw materials like flour, sugar, cocoa, butter/oils, and packaging can fluctuate due to global commodity market changes; since SMEs operate on a smaller scale, they have less power to negotiate.
·  Bargaining power of buyers: High. Retailers hold significant power; they influence pricing, require compliance and certification, and can easily switch suppliers. For private label products, buyers often expect lower prices.
·  Threat of substitute products: Moderate. Other snack categories are vying for consumers' attention during snack times. Additionally, home-baking and small-batch artisan biscuits pose competition.
·  Rivalry among existing competitors: High. The UK biscuit market is well-established, with major companies making substantial investments and facing strong competition from own-label products. SMEs are under real pressure regarding profit margins.

 Considering all this, the Company’s competitive position: as an SME, it deals with significant cost and scale challenges along with powerful buyers, but it also has chances to stand out in niche markets, build resilience, and steer clear of competition based solely on price. 

5.)  Strategic Growth Choices & Recommended Strategy
Growth Choices for SMEs in the Biscuit Market
Using frameworks: 
Ansoff Matrix: 
Market Penetration: Boost sales of current products in existing markets (like getting more shelf space or running promotions).
 Product Development: Create new biscuit options (such as health-focused, fancy flavors, or seasonal varieties). 
Market Development: Explore new markets (either geographically or through new channels, like exporting or online direct-to-consumer). 
Diversification: Launch entirely new biscuits or related snack types (for example, savory biscuits/crackers or high-end snack bars).
 Porter’s Generic
 Strategies: Cost Leadership: Compete based on price (which is tough for small and medium enterprises due to cost disadvantages).
 Differentiation: Provide unique products or brands that justify higher prices. 
Focus (niche): Aim for a specific niche (like gluten-free, vegan, or premium gourmet) with a focus on differentiation.
 Bowman’s Strategy
 Clock: Position 3 (Differentiation) or 4 (Focused Differentiation) appears to be relevant: it offers high perceived value at a premium price. It's important to steer clear of getting trapped in price competition (Position 2), which can be risky for a small business without the necessary scale. 

Proposed New Strategy
 Strategy: Concentrated differentiation by targeting niche premium biscuit markets + expanding through multiple channels (including direct-to-consumer) + building a foundation of operational efficiency and sustainability. 
Why sustainable for long-term:
· Avoids direct price competition with larger companies, which can be a risky move for a small to medium-sized enterprise (SME) that doesn't have the same scale. Instead, by focusing on niche premium markets like health, special diets, and artisan flavors, the Company can achieve higher profit margins, foster brand loyalty, and become less susceptible to rising costs.
·  Market trends indicate a growing demand for premium, health-focused, and sustainable products. As consumers increasingly look for better for you and ethical options, the Company is well-positioned to take advantage of this trend. 
· Utilizing multiple channels, especially direct-to-consumer sales, allows for greater control over profit margins, closer relationships with customers, and stronger brand development, rather than just acting as a supplier. 
· Improving operational efficiency through lean practices and digital solutions, along with sustainable methods, helps manage cost pressures and meet both regulatory and consumer expectations, which is crucial in the baked goods manufacturing sector.
·  Exploring export and market development can provide growth opportunities beyond the saturated UK market and help diversify risk. This strategy aligns with the Company’s strengths in agility and innovation while addressing its weaknesses related to scale.
 Implementation focus suitable for SMEs:
·  Product development: aim to introduce 1-2 new niche products each year, such as a vegan or plant-based biscuit and a low-sugar premium chocolate-coated biscuit.
·  Channel expansion: create a direct-to-consumer web store with a subscription model; collaborate with specialty retailers, cafés, and food service providers; and consider exporting to one or two nearby countries as a starting point. 
· Branding & marketing: allocate resources to storytelling that highlights heritage, quality, and sustainability instead of relying on mass media; utilize social media and engage with influencers and food bloggers. 
· Operations: gradually implement lean manufacturing improvements, such as reducing packaging waste, minimizing setup times, and cross-training employees. Look for technology and automation solutions in packaging and line changeovers that can provide a return on investment within the SME framework. 
· Sustainability: establish realistic goals, like transitioning to recyclable packaging within two years and cutting energy consumption by a certain percentage. Use sustainability as a key differentiator. 
· Partnerships: work together with co-packers, shared logistics networks, and buying groups to achieve economies of scale.
6.) Stakeholder Analysis & Strategic Option Evaluation 
The main stakeholders of the Company will be owners or shareholders, management or team members, employees, suppliers of raw materials and packaging, customers like retailers, foodservice providers, and online shoppers, distribution and logistics partners, regulatory agencies, the local community, and even investors or funders.  
Expectations and Power/Interest:
	Stakeholder
	Expectations
	Power
	Interest

	Owners/Shareholders
	Profit growth, return on investment, sustainable business
	High
	High

	Management/Employees
	Job security, clear strategy, development opportunities
	Medium-High
	High

	Suppliers
	Stable orders, good payment terms, partnership
	Medium
	Medium

	Customers (Retailers)
	Quality product, reliable supply, competitive cost
	High
	Medium

	Online Consumers (D2C)
	Unique product, good value, brand honesty, sustainability
	Low-Medium
	High

	Logistics/Distributors
	Efficient operations, predictable volumes
	Medium
	Medium

	Regulatory/Government
	Food safety compliance, environmental/sustainability standards
	High
	Low

	Local Community
	Employment, environmental responsibility
	Low
	Medium



Mendelow’s Matrix 
Mendelow’s Matrix High Power / High Interest: Owners/Shareholders; Customers (Retailers) High Power / Low Interest: Regulatory/Government Low Power / High Interest: Employees; Online Consumers Low Power / Low Interest: Local Community; some Suppliers 
Feasible & Acceptable Strategic Options
 Considering the interests and power of stakeholders, the suggested strategy should meet the needs of key stakeholders: owners want growth and profit margins, retailers seek reliability and quality, regulators require compliance, and employees desire clarity and skill development. 
By opting for the Focused Differentiation + channel expansion strategy:
·  Owners/shareholders: will see better margins, increased brand value, and growth opportunities. 
· Retail customers: will receive a unique product instead of a generic one, enhancing retailer value.
·  Employees/management: will have chances for innovation, brand development, and skill enhancement (like product innovation, digital marketing, and direct-to-consumer strategies).
·  Suppliers/logistics: can form partnerships with stable volumes in premium markets.
·  Regulators/community: the strategy focuses on sustainability and compliance, boosting corporate responsibility. 
7.) Key Strategic Recommendations (Future Developments and Implementation) 
Given the difficulties that SMEs encounter, the following important suggestions are outlined along with steps for implementation and things to think about: 
Recommendation 1: 
· Position the brand in premium/health/niche segments Create one or two unique biscuit lines (like vegan gluten-free chocolate-coated or low-sugar gourmet flavors) within the next year.
·  Conduct market research with consumers and test the product idea through focus groups or a small launch. 
· Utilize packaging and branding that highlights quality, origin (made in the UK), sustainability, and innovation.
·  Make sure the price reflects a premium position and that the profit margin is sustainable steer clear of standard biscuit segments that are just like everyone else's.
·  Implementation tip: Start with small batches to manage risk, keep an eye on sales, and then expand. 
Recommendation 2: 
· Grow multi-channel distribution with emphasis on D2C & export Create or improve an online direct-to-consumer (D2C) platform: think subscription models, gift packs, and seasonal promotions.
·  Leverage digital marketing (social media, influencers, content) to craft the brand story and attract consumers.
·  Look into exporting to one or two nearby European markets (or other areas) where niche premium UK biscuits could be popular.
·  Take a step-by-step approach, checking regulatory, packaging, and labelling requirements for export. At the same time, strengthen ties with specialized retailers (like artisan food shops, cafés, and online snack stores) and foodservice channels.
·  Implementation tip: Use third-party logistics (3PL) for fulfilment to avoid large capital expenditures on warehousing. Start with small batch exports to test the waters.
·  Challenge mitigation: Small and medium enterprises (SMEs) often lack export experience – consider using export advisory services (like those from government trade organizations) and keep the product range simple at first. 

 


Conclusion
 The biscuit manufacturing industry in the UK is quite large and well-established, but it faces challenges like rising costs, tough competition, shifting consumer tastes, and regulatory pressures. For a small to medium-sized enterprise (SME) in this field, competing solely on size or price is tough. Therefore, the best strategy is to find unique niches, use flexibility, and develop operational and channel skills that fit a smaller scale while maintaining high quality, innovation, and brand value.
 By adopting the suggested strategy that emphasizes differentiation in premium, health-focused, and niche biscuits, along with expanding through multiple channels like online direct-to-consumer sales and exports, improving operations, integrating sustainability, and ensuring strong governance suitable for SMEs, the Company is positioned for sustainable long-term growth. Careful, phased investments, aligning with stakeholders, and maintaining strong execution discipline will be essential. 
With the right focus and dedication, the Company can stand out in the UK biscuit market, increase profit margins, enhance resilience, and prevent being pushed out by larger competitors in the commoditized segment. 
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