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[bookmark: _Toc233917975]Introduction 
Since Covid-19 fuelled online shopping, remote working, online payments and platform service delivery, digital transformation has become a strategic priority among UK small and medium-sized enterprises (SMEs). According to the SME Digital Adoption Taskforce of the UK Government, more support is required to assist SMEs to implement productivity-enhancing technologies, and ONS retail data reveals that online sales continue to make a substantial portion of all retail activity (Department for Business and Trade, 2025; ONS, 2026). Nonetheless, small business enterprises continue to experience obstacles like lack of finances, poor digital capabilities, software fragmentation, and inability to compete with bigger online platforms. Design thinking proves to be helpful in this regard as it does not begin with technology but user requirements. Liu and Mannhardt, (2019), asserts that innovation must be a mix of human desirability, technical feasibility and business viability, thus design thinking will be appropriate in addressing real-life problems that are complex. This portfolio initially finds the existing opportunities of innovative innovations in the UK market that are formed by SME digital transformation. It then creates a single new venture idea using the five design thinking steps: Empathise, Define, Ideate, Prototype and Test.
[bookmark: _Toc233917976]Digital Transformation and SME Problems in the UK 
[bookmark: _Toc233917977]Digital Acceleration and Altering Customer Expectations
Digital transformation has emerged as a significant influence in changing UK SMEs as customers are ever demanding online access, online payment, fast delivery and adaptable service. According to Verhoef et al. (2021), digital transformation not only transforms the use of technology but also the business models, customer behaviour and value creation. Therefore, the most important decision is that digital transformation ceases to be a competitive edge that SMEs can afford, and it becomes a fundamental need to survive. 
[bookmark: _Toc233917978]SME Barriers: Cost, Skills and Complexity of Operation
The biggest problem is that not all SMEs possess the financial ability, digital expertise or even managerial trust to effectively implement new technologies. The SME Digital Adoption Taskforce of the UK Government points at SMEs being 99.8 per cent of the UK business environment and digital adoption being relevant in the context of productivity and growth (Department for Business and Trade, 2025). The FSB also mentions that innovation may also cost small firms more than 27, 000 in three years, indicating that the digital change can be expensive to the smaller businesses (FSB, 2023). Importantly, it may decrease efficiency and enhance errors. The mini verdict is that SME innovation should be economical, uncomplicated and combined. 
[bookmark: _Toc233917979]Delivery, Payment and Platform Problems
The development of e-commerce has also placed pressure on the delivery systems, online platform and digital payment. ONS retail statistics reveal that internet sales continue to be a quantifiable component of the UK retail action that confirms the fact that online shopping has now become entrenched in the consumer behaviour (ONS, 2025). It is applicable to rural and suburban SMEs since customers are becoming more demanding in terms of card payments, QR-codes, home delivery and live updates. On the whole, digital solutions that ensure the unity of selling, payment, communication with customers, and delivery within one simple system are the most promising opportunity. 
[bookmark: _Toc233917980]Design Thinking and Innovation Frameworks 
[bookmark: _Toc233917981]Design Thinking as a User-Centred Approach
Design thinking is a human-centred innovation method that does not start with business assumptions but with problems of users. Micheli et al., (2019) articulate that design thinking has gained significance in innovation since it integrates empathy, problem framing, creativity, experimentation and visualisation. This style is applicable in this portfolio, since the UK SMEs, rural consumers, domestic producers and distributors, have practical digital-transformation issues of their own, which cannot be resolved with technology alone. Nevertheless, it is prone to weakness when empathy is made on assumptions as opposed to actual user evidence. Thus, design thinking can be most beneficial with market research and user testing. 
[bookmark: _Toc233917982]Difference from Traditional Linear Business Planning
Conventional business planning tends to be a particular order like market analysis, plan writing, product development and launching. This is not the case with design thinking since it is an iterative process that is the entrepreneur can go back to previous steps once they receive feedback (Rogers, 2016). This logic is also supported by the Design Council Double Diamond with its divergent and convergent thinking: initially, problems are investigated broadly and then narrowed down into specific solutions (Design Council, 2025). The weakness is that design thinking can downplay finance, regulation and operational capacity. The mini conclusion is that, design thinking can be applied to solve problems, yet implementation requires business planning. 
[bookmark: _Toc233917983]Connection among Design thinking, Business Model Canvas, and Lean Start-up 
Design thinking is highly related to Lean Start-up as they both mitigate the risk of innovating by testing and learning. Bocken and Snihur (2020) state that Lean Start-up promotes iterative experimentation, stakeholder involvement and reduction of uncertainty. The MVP stage in this report may be adopted to design a simple version of the proposed SME digital-commerce solution and then invest in a full platform. The Business Model Canvas then assists in converting the idea into a business model with the analysis of customer segments, value proposition, channels, revenue streams, key partners and cost structure (Sibalija et al., 2021). 
[bookmark: _Toc233917984]Desirability, Feasibility and Viability
Lastly, the solution to be proposed must be evaluated using desirability, feasibility and viability. According to IDEO, innovation must be a fusion of what the users require, what technology is able to provide and what is able to be commercially viable (IDEO, 2026). In this case, the venture should be sought after by SMEs, achievable with the tools at hand and possible with subscriptions or transaction charges. Thus the end verdict is that design thinking minimizes risk, but in combination with financial, technical, operational assessment.
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[bookmark: _Toc233917985]Task 1: The UK Market Opportunities
[bookmark: _Toc233917986]Opportunity Area 1: Low-cost Online Buy and Sell Services to SMEs -User Pain Points: Time, Skills and Cost
One of the biggest opportunities in innovation is affordable e-commerce opportunities as currently, several UK SMEs rely on physical stores, Instagram, WhatsApp messages, or simple websites instead of integrated digital solutions. This opportunity must be initiated with empathy towards the daily frustrations of users in terms of design thinking. Liedtka (2018) states that design thinking aids in reducing the failure of innovation, as it questions assumptions and concentrates on actual user behaviour, whereas Demir et al. (2025) defines design thinking in SMEs as a human-centred and iterative methodology founded on empathy, experimentation and collaboration with stakeholders. When applied to the SMEs, time, online knowledge, money, stock-control skills and online visibility are the key pain points. Thus, SMEs require a straightforward platform based on their actual workflow, rather than a sophisticated technology solution. 


Market Gap: Low-Cost All-in-One Selling Platform
The primary market gap is a low-cost all-in-one solution that includes storefront development, payment, communicating with customers, inventory tracking and order processing. According to the SME Digital Adoption Taskforce of the UK Government, financial issues are a significant barrier to SME digital and AI adoption, whereas the FSB claims that an average small firm would spend more than £27,000 to implement innovation in the course of three years (Department for Business and Trade, 2025; FSB, 2023). More importantly, this disintegration enhances errors, time wastage, and deteriorates customer experience. 
Scalability and Risk, Technological Enablers
According to the Bennett Institute, e-commerce, CRM and cloud computing are capable of streamlining business operations and enhancing sales and efficiency of the SMEs, but the barriers to adoption are still faced by the small businesses (Jibril and Roper, 2023). E-commerce and payment are already available in the products of existing rivals like Shopify and Wix which demonstrate technical feasibility but also rivalry. Scalable platform could be applied to UK towns and rural areas to enable SMEs to create product pages, accept payment, manage stock and communicate with customers using a single dashboard (Chahal, 2025). The danger is however that big platforms are more branded and resourced. In general, the opportunity is feasible provided the new platform will compete based on the cost of the service, local support, ease and design specific to the SMEs.
[bookmark: _Toc233917987]Opportunity Area 2: Rural and Local Delivery Solutions 
Rural Consumer and Producer Pain Points
The rural and local delivery solutions are a powerful innovation opportunity since most of the rural consumers, farmers, local producers and independent retailers have an unequal access to online markets. Tiwasing et al. (2022) claims that rural UK businesses have growth opportunities offered by digital technologies, but rural businesses are usually faced with digital exclusion, low connectivity, and limited resources. Used in the context of local farm shops, market traders and small retailers, the core issue with this is that they will be able to find customers online and yet again fail to deliver in a manner that is affordable and reliable. More importantly, unfulfilled demand on the Internet can destroy customer trust. Consequently, the mini verdict is that the rural e-commerce requires logistics innovation and not online promotion improvement. 
Last-mile Delivery Expenses and Courier Pressure
One of the market gaps is in the last-mile delivery since it is very costly and inefficient to deliver individually to disperse rural households. According to Ofcom 2023-24 postal market report, the volumes of domestic parcel mail in the UK have increased by 5.3% and the parcel revenues still are greater than they were before the pandemic, which confirms that the role of delivery services in the digital economy is still significant. Ranieri et al. (2018) describe that last-mile logistics generates high external costs, such as congestion, pollution and operational inefficiency. Most importantly, small rural sellers have weaker bargaining power as large courier firms are likely to concentrate on high-volume routes which are profitable. The mini verdict is that shared delivery models have the potential to help lower costs by having orders consolidated among multiple local businesses. 
Shared Routes/Community-Based Logistics
Local delivery networks, shared courier routes and local logistics platforms (community-based) would be viable but must be built around actual local demand. According to ONS statistics, online sales comprised 28.0% of retail sales in September 2025, which proves that online shopping is still ingrained within the consumer behaviour in the UK (ONS, 2025). Practically, a platform might aggregate orders made by farmers, local stores and service providers, and distribute the deliveries to local drivers or current courier partners. This may enhance access of online markets, lessen redundant trips and help the local economy to become more robust. In general, this opportunity can be capitalised in cases where a number of SMEs use the same delivery network but must start with a pilot locally and then expand to a national level.
[bookmark: _Toc233917988]Opportunity Area 3: Digital Payments and Retail Management Software 
Customer Convenience and Digital Payments
Another opportunity area is digital payments and retail management software since UK consumers are becoming more and more demanding in relation to fast, cashless and convenient transactions. According to the UK Finance (2025) growth in UK payments is being fuelled by contactless payments, online shopping and increased card acceptance, and indicates that digital payment behaviour is now being integrated into daily retail. When applied to SMEs, it implies that small shops, cafes, market sellers and local service providers must accept QR payments, card readers, mobile wallets and online checkout to not lose clients. Hence, SMEs require payment solutions linked to broader retail businesses, and not freestanding payment apps. 


Retail and Customer Data Management
The primary market gap is the easy-to-use software integrating payments, sales data, digital receipts, customer databases, order tracking and inventory management on a single dashboard. Kahveci (2025) believes that digital transformation of SMEs relies on interrelated factors including digital awareness, strategy, adoption and continuous improvement. Used on independent retailers, integrated software can display the products that are selling the most, when they require replenishment, who returns and who orders products digitally. Importantly, most SMEs have disjointed systems now: a payment terminal, a spreadsheet, a manual stock note and WhatsApp inbox. This brings about flaws and poor decision-making. The mini judgement is that integrated retail software is capable of enhancing customer experience and efficiency. 
Affordability, Cybersecurity and Data Protection risks
Despite the appealing opportunity, serious threats are affordability, cybersecurity and data protection. A study of the UK, the Cyber Security Breaches Survey 2025, revealed that one in five businesses had reported a cybercrime in the last year, demonstrating that even smaller companies need to consider digital security as a business concern. Moreover, the ICO provides that enterprises that handle names, contact data and payment details are required to adhere to data protection regulations (‌ICO, 2026). Customer databases and digital receipts add value to SMEs, but they also generate legal and reputational risk in case of misuse or poor protection of data. In general, this opportunity may be used only in case the software is cheap, safe and meets the requirements of GDPR. 
[bookmark: _Toc233917989]Opportunity Area 4: Digital Marketing and Social Commerce Services Social Commerce as a Developmental Potential
One of the areas of strong opportunity is the digital marketing and social commerce services since most of the SMEs are utilising Instagram storefronts, Facebook pages, and WhatsApp ordering and TikTok-like short videos to connect with customers. The case scenario reveals that local producers, market traders and independent retailers were increasingly turning towards social media to promote the goods and organise the orders online. Dwivedi et al. (2021) suggest that online and social media marketing have become a key element of customer interaction, brand awareness and online shopping behaviour. When applied to UK SMEs, this implies social platforms have the capacity to assist small retailers to market products without the requirement of having a huge budget in terms of advertising. Therefore, social commerce is an opportunity, yet SMEs require systematic assistance to transform attention into sales.
Gaps in Marketing Skills in SMEs
One of the issues is that small retailers do not always have the knowledge, time and confidence to develop successful digital campaigns. The UK SME Digital Adoption Taskforce emphasises that SMEs should be more aware about digital adoption, and We Are Social states that in 2023, 79.7% of advertising money in the UK went online, which indicates how much marketing has been moved online (Department for Business and Trade, 2025). When applied to SMEs, this puts pressure on them as larger firms can advertise, use analytics, influencers and professional content teams, and small firms can only post occasionally. Importantly, the utilisation of Instagram or Tik Tok does not necessarily lead to customer loyalty or revenue in the case of poor content, targeting, and follow-up. 
Opportunity, Platform or Service
A possible business opportunity is a digital marketing support platform to SMEs with content templates, campaign calendars, AI assisted captions, easy analytics, and customer messaging and cheap advertising advice. This may assist small retailers to professionalise Facebook selling, Instagram posts, WhatsApp ordering and short-video promotion. Scalability, however, is questionable since human assistance might still be needed by many SMEs in branding, photography and strategy. On the whole, the model can be feasible in case it takes into account scalable software with optional paid human support or only manual consultancy.
[bookmark: _Toc233917990]Assessment of the Best Practical Opportunity 
Comparing Opportunities based on Desirability, Feasibility and Viability
The four opportunity areas are comparable in terms of desirability, feasibility and viability, in that a good innovation has to be desired by the users, technically feasible and commercially viable. The design thinking model created by IDEO describes what users desire, what technology can make, and what can be successful as a business as desirability, feasibility and viability respectively (IDEO, 2026). In the case of the UK SME, affordable e-commerce platforms are very desirable as SMEs require to be visible online; digital payments and retail software are double, social commerce is desirable and rural delivery is valuable. More importantly though is that no one chance answer is complete to the interlinked issues of online selling, payment, and stock control and delivery. Thus, the most powerful opportunity must combine multiple SME requirements, rather than one of the digital service niche. 


Best opportunity: Local Digital Commerce and Delivery Platform
The most feasible opportunity is a cheap digital commerce and delivery coordinating platform to local SMEs and rural/suburban clients. The reason is that the UK Government acknowledges financial barriers as one of the most significant barriers to SMEs using digital and AI technologies, so affordability should be a key consideration in the design of the venture (GOV.UK, 2025). When applied to local retailers, farmers, market traders and service providers, the platform may integrate product listings, online payments, order tracking, customer messaging, inventory support and local delivery coordination. This is more powerful than a generic e-commerce platform as it addresses the entire customer journey and not just a webpage. Therefore, the platform is feasible provided that it begins as a focused MVP and develops via local testing. 
[bookmark: _Toc233917991]Causal Mapping and Brainstorming Evidence
To make the design thinking practice stronger, the opportunity was additionally analysed with the help of causal mapping and brainstorming. The benefit of causal mapping is that it can demonstrate how a problem leads to another and enables the entrepreneur to understand the underlying causes and not just the symptoms that are apparent (Liedtka, 2018).

Causal map
Low SME budgets → fragmented tools → manual order handling → stock errors, delayed replies and delivery problems → weaker customer trust → reduced online growth
This map indicates that it is not merely the case that SMEs do not have websites. The greater problem is that a lot of small companies do not have an inexpensive and intertwined digital workflow. As such, the solution must not only offer internet visibility, but also unite sales, payments, inventory management, and customer interaction and delivery logistics.
Brainstorming process
	Brainstorming option
	Strength
	Limitation

	Local marketplace
	Helps SMEs become visible online
	May not solve payment, stock and delivery problems

	QR-code storefront
	Simple and low-cost
	Too limited as a full business solution

	Shared delivery model
	Reduces delivery cost
	Depends heavily on local courier reliability

	SME payment dashboard
	Supports cashless transactions
	Does not solve wider order-management issues

	Integrated LocalLink UK platform
	Combines selling, payment, orders and delivery
	More complex to build, so it needs MVP testing

	
	
	



Five ideas have been generated during the brainstorming process such as a local marketplace, QR-code storefront, shared delivery model, SME payment dashboard and integrated LocalLink UK platform. The fifth alternative is the best one as it addresses the entire workflow of digital-commerce, rather than just a single issue. Nonetheless, it is more complicated than a single tool, so it must start as a small MVP and be enhanced with the help of local SME testing.
[bookmark: _Toc233917992]Task 2: Design Thinking New Venture Concept
[bookmark: _Toc233917993]Application of the Stages
Empathise Stage: Small, independent retailers, rural/suburban consumers, local producers, farmers, delivery partners and service SMEs including tutors, trainers and hairdressers are the key users. The situation indicates that these users are becoming more dependent on e-commerce, social media selling, WhatsApp ordering, online booking and delivery, etc. Liedtka (2018) suggests that design thinking mitigates the risk of innovation through concentration on the actual user needs and behaviours. When applied to LocalLink UK, the user might report that digital tools are confusing and believe that platforms are costly, experience anxiety about technologies and handle orders manually. 
Define Stage: The key issue is that small independent retailers and local producers in the rural and suburban regions of the UK require a low-cost and straightforward means of selling online, taking payments, organising the orders and arranging delivery as the current digital platforms are either expensive, disjointed or too technical. According to Micheli et al. (2019), design thinking aids the innovation process by re-framing ambiguous issues prior to the development of solutions. In this case, it is not just a lack of sites, but a lack of a digital workflow. The design problem is “How can LocalLink UK support local SMEs to digitise sales, payments and delivery without the need to have high technical skills or require significant initial investment”? 
Ideate Stage: Some of the concepts might include but not limited to a local online marketplace, WhatsApp-based order system, a shared courier platform, QR-code based shopfronts, order and payment tool, or an integrated sales, payment and delivery dashboard. The Design Council Double Diamond helps in this step since it fosters broad thinking and then funnels ideas to a targeted solution (Design Council, 2025). The best concept to apply to this venture is LocalLink UK which is a simple digital application that assists SMEs to build online storefronts, accept payments, handle orders and find local delivery partners. Importantly, this is more robust than a single-purpose marketplace as it seeks related issues: visibility, payment, stock, ordering and delivery. Thus, LocalLink UK is the good one since SMEs are interested in its existence, possible since the technology is already available, and acceptable in case it offers low prices. 
Prototype / MVP Stage: The MVP would be a bare-bones mobile-responsive web platform as opposed to a full-fledged app when the product is launched. Bocken and Snihur (2020) point out that Lean Start-up testing can assist entrepreneurs in testing their hypotheses, minimising uncertainty and learning about stakeholders prior to scaling. In the case of LocalLink UK, MVP would consist of an SME dashboard, customer storefront page, product/service listing, QR-code ordering, digital payment integration, order confirmation, simple delivery coordination, customer feedback and simple sales and repeat customer analytics. Importantly, it is significant to cut out the unimportant features since SMEs might not accept a platform that seems costly or challenging. Therefore, the prototype must put more emphasis on usability, affordability and reliability of operation than on the quantity of features. 
Test and Refine Stage 
The pilot of 10-20 SMEs in a single town or rural area of the UK should test the MVP with customer testing being performed by the local people. It should be tested with interviews, surveys, observational usability and A/B testing of storefront layouts and KPI monitoring. The KPIs that can be useful are number of orders, repeat customers, rates of delivery success, and rates of payment completion, SME satisfaction and customer satisfaction. The model of the Design Council embraces iteration since design switches between exploration, testing and refinement instead of taking a linear route. Importantly, feedback has to transform the product, in case of the difficulty of uploads, add templates; in case of delivery failures and reinforce courier partnerships. The mini judgement is that testing renders the venture evidence-based.
[bookmark: _Toc233917994]Business Model and Implementation Plan
	Business Model Canvas area
	LocalLink UK plan with critical judgement

		Customer segments



	
	Local SMEs, independent retailers, farmers, market traders, service providers and rural/suburban consumers.




	Value proposition
	LocalLink UK is an easy-to-use digital commerce to local SMEs. Sibalija et al. (2021) explain that the Business Model Canvas focuses on creating and delivering customer value. The platform will integrate online storefronts, payments, order tracking and delivery coordination. This is more powerful than a simple site since it provides solutions to related SME issues. With a simple system, the value proposition is evident. 

	Customers and revenue
	The primary users include SMEs, local producers and service providers. The UK SME Digital Adoption Taskforce emphasises the role of digital adoption in smaller companies (GOV.UK, 2025).  A freemium model, low monthly subscription, and small transaction fee, could be used as a source of revenue. The price should also be low since the barriers to adoption are still high. A low-risk pricing model enhances take-up. 

	Channels, partners and resources
	It requires local routes to market that are trusted. BMC involves channels, key partners, cost structure and resources as business core components. Channels: councils, chambers of commerce, social media and SME networks, partner’s payment providers, delivery firms and local business groups. Reliability in delivering and trust is necessary. Local partnerships minimise risk of launch. 

	Costs and risks
	The primary expenses include software development, hosting, and marketing, on boarding, customer support and compliance. UK cyber guidance indicates that a fifth of the businesses have suffered cybercrime in the last year, and the ICO guidance obligates the organisations to safeguard personal data (ICO, 2026). LocalLink UK needs to deal with GDPR, cybersecurity, competition and failure of platforms, and delivery failure. Lack of robust security may destroy confidence. The model can only be implemented in the case of secure, compliant and reliable operations.



[bookmark: _Toc233917995]Critical Analysis: Desirability, Viability, Feasibility and Sustainability LocalLink UK would be a good fit as it addresses obvious user pain points in the situation: online sales, online payments, and supporting order management and delivery, SMEs require it, whereas rural/suburban clients would appreciate convenience and trust. Liedtka (2018) claims that design thinking enhances innovation through considering actual needs of users instead of assumptions. In this case, LocalLink UK proves to be appealing as it addresses a number of SME issues into a single streamlined platform. Desirability is however to be tested since SMEs might still want to use more known tools like WhatsApp or Instagram. The concept is thus only likely to be successful when users consider it simpler than the current approaches.
The reason why the venture can be done is that there are already mobile-responsive websites, QR payments, cloud dashboards, databases of customers and delivery APIs. According to Bocken and Snihur (2020), uncertainty is diminished by MVP testing prior to large-scale investment. The model will be sustainable and viable when it applies low subscriptions, low transaction fees and local alliances. Therefore, it can help local businesses, decrease repeated delivery trips and enhance rural digital access. 
[bookmark: _Toc233917996]Conclusion and Recommendations 
The digital transformation has introduced powerful innovation opportunities within the UK market, particularly in e-commerce, digital payments, delivery coordination, digital marketing and software to manage retail. As demonstrated in the situation, online selling, cashless payment, social media visibility and reliable delivery are demanded by SMEs, local producers and service providers more and more in order to address the evolving customer expectations. The analysis reveals that the best opportunity is an integrated local digital commerce platform to SMEs since it links multiple issues in a viable solution: selling online, accepting payments, handling orders and organising delivery. It is suggested that LocalLink UK should start with a simple MVP, test with local SMEs and enhance it based on user feedback. In general, the venture is appropriate, viable and workable provided that it is worked out with the help of dedicated pilot testing and constant refinement by the users.
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