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Executive Summary 
 The study is about SMEs that operate in a garment segment sustainably. The company was established in 2017 and caters to a wide range of customers with comfort and willingness in the clothes. Operating in the UK-based market demonstrates many opportunities and threats which can be known through external and internal analysis tools like SWOT, VRIO, and PESTLE. For example, operating in the sustainable market where the government is also very active in promoting sustainable business practices then it shows opportunities. It directly resonates with the ethical and sustainable practice of the company which demonstrates the opportunity. Moreover, the company has a good reputation for sustainability, which is a strength of the company but the company completely depends on external suppliers to maintain its sustainability standard which is not good in the future. The company has strong and unique designs for the products in the market. In the case of this study, strategic growth areas like market penetration, product development, and market development are featured. When the company applies the Ansoff Matrix, Porter's Generic Strategies, and Bowman's Strategic Clock, the organisation should diversify its products, go global, and increase its Internet-based presence. These kinds of strategies conform to the guidelines of sustainable development of the company's strategic values and goals of Lucy & Yak. 
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[bookmark: _q3kxg88riqs0][bookmark: _Toc173257466]Introduction 
 The study is going to discuss UK-based Small and Medium-sized Enterprises (SMEs) while explaining internal and external analysis of it. So first understand SMEs which play a significant role as they contribute 25% to the GDP of the UK as well as 61% to employment (Parliament. uk, 2023). The boundary of SMEs in the UK is that there should be less than 250 employees and an annual turnover of less than €50 million. SMEs significantly contribute to the employment, innovativeness, and economic growth of the country. Another term is strategic management which is the strategic framework that aids businesses in making informed decisions, setting long-term goals, and allocating all the resources effectively. It assists the business in predicting market trends and helps in the operation. The study will explain the external and internal analysis by applying various frameworks like PESTEL VRIO, SWOT, and others. It will aid in knowing the opportunities and threats for the chosen business in the UK. In this way, the reader can understand the complete nature of the SMEs. The study will choose Lucy & Yak as an SME which was set up in 2017 and this is one of the famous sustainable fashion brands in the UK (Lucyandyak, 2024). The company focuses on sustainable practices in its business, which is why it gained popularity for using organic and recycled materials for the production of goods. The products of the company have been designed for all genders while keeping in mind the coolness, comfort, and sustainability of products. It can be seen that the company has a good presence in offline stores in Brighton, Bristol, and Manchester as well as a goods presence in online markets. This assignment aims to make a critical analysis of this company by applying various frameworks to recognize the issues and then provide strategic recommendations to the company. 
[bookmark: _3y7xmsdqqpdb][bookmark: _Toc173257467]Current Strategic Direction 
[bookmark: _ljmjogo3x020] Critically Appraise the Organization's Current Strategic Direction
 Lucy & Yak is a UK-based Clothing organization that was founded in 2017. It is famous for its concentration on long-term and ethical goods. The company's strategic plan is supported by its dedication to environmental duties, public collaboration, and creative design (Lucyandyak, 2024). This company integrates sustainability into every factor of its function, it assists itself to significantly separate from other clothing industries. 
[bookmark: _b4rihvyu31o] Analysis of the Company’s Strategic Statement
 The company's goal is to make a premium standard as well as eco-friendly fashion that brings happiness to consumers while caring for the earth. The company's vision highlights its commitments to unifying clothing with environmental responsibility, and focusing on being a director of eco-friendly fashion (Rydzek, 2022). 
 Mission: Lucy & Yak's vision is to create high-standard goods that give happiness to users and are sustainable fashions. The vision emphasizes the dual attention on consumer fulfilment and environmental effects, focusing on giving revenue and ethical functions that can reside together in the clothing business. 
 Values: Creativity, community, and comfort are 3Cs consolidated in the principal value of Lucy & Yak.
· Creativity: The customers of the company express themselves by the product's unique design as well as eye-catching design.
· Community: Making a collaborative and satisfied community of users who share the company values. 
· Comfort: Companies make sure that entire fashions are relaxed as well as effective, supplying a variety of body shapes. 
 Goals and Objectives: The offline and online marketing and enhancement of the eco-friendly function is to assist the company in the enlargement of its goods range. The enterprise-specific goals include inaugurating new outlets, partnerships with other companies and creators, and enhancing supply networks' visibility and values. 
[bookmark: _spkknsvneuq0] Identify and Discuss the Company's Current Strategic Direction
 The enterprise's strategic goals are highly effective because of its dedication to eco-friendly functions. To reduce the environmental effects the consumer of the company utilizes GOTS-authorized eco-friendly cotton, reused products, and outdated fabric stock. Manufacturing procedures are operated by the sunlight energy, and fair wages are paid to Indian tailors, often these wages are four times of regional basic pay (Rydzek, 2022). The operations make sure that the enterprise balances high moral values while manufacturing sustainable goods. 
 Community Engagement and Customer Relationships: One of the fundamental aspects of the strategy of  Lucy & Yak is to develop a robust community that engages with the various initiatives taken by the company. One is the Re: Yak buy-back scheme which encourages the costumes to return unused clothes for recycling (Lucyandyak, 2024). This is the way to promote sustainability and this is effective for both sides. After that, the company also operated with education initiatives in the UK where the company spread knowledge about sustainability and encouraged people to become part of the green environment (lt accounting. uk, 2024). 
 Innovative and Inclusive Design: It can be seen that Lucy & Yak put more effort into inclusivity and creativity in the design of the products. The founder of the company also ensures that the products are gender neutral which can serve lots of customers, which is famous for its limited-edition prints. It brings separation of the brand from its competitors where the company provides value for money to the customers. Conmort, coolingness, and sustainability are at the center of the company. 
 Expansion and Growth: In the context of physical presence, then it can be seen that the company has been doing this strategically, where the company never compromises with the core value. The company has opened many stores across the UK like Manchester,  Brighton, Norwich, and Bristol (Lucyandyak, 2024). The brand value of the company only allows it to collaborate with ethical and sustainable suppliers or brands to maintain its reputation. 
 Challenges and Strategic Adjustments: As the company grows in the market, it encounters a lot of hindrances regarding maintaining ethical and sustainable standards as well as growth in production while maintaining the quality of the goods. However, the company has navigated this by developing a strong relationship with ethical suppliers and making more investments to increase the production level by implementing more technologies. Throughout the processes, the company ensures transparency in the supply chain which demonstrates that the company has complied with the mission and vision.
[bookmark: _yuffjv71z4jt][bookmark: _Toc173257468]External and Internal Environment Analysis 
 PESTEL Analysis 
	Factors 
	Descriptions 
	Opportunity or Threats 

	Political 
	The UK government is committed to increasing the sustainable environment in the UK, which is why the regulation supports the sustainable practices of the business (Gov. uk, 2024). It directly aligns with the commitment to the sustainability of Lucy & Yak. The UK government has been offering incentives to sustainable businesses (lt accounting. uk, 2024). On the other hand, Brexit affects the supply chain which impacts extra costs on logistics and others. 
	Sustainable regulation and government incentives for sustainable practice an opportunities but Brexit is a threat for the company. 

	Economical 
	The GDP of the UK has increased by 0.7% in the first quarter from Jan 2024 to Mar 2024 (ONS, 2024). As per the data of BBC, (2024), it can be seen that the inflation rate has risen by 2% in June 2024 which is unchanged from May (BBC, 2024).
	Growth in the GDP is an opportunity but simultaneously increasing inflammation is a threat for this business. 

	Social 
	According to Statista, it is found that more than 80% of people are willing to pay for sustainability (Tighe, 2024). The customers have tended towards sustainable goods in the UK. 
	Being willing to pay for sustainability is an opportunity for Lucy & Yak. 

	Technological 
	After 2022, a survey was conducted by Stastita and found that more than 77% of businesses invest in digital marketing to reach a wide range of customers (Statista Research Department, 2023). The company has the potential to invest in sustainable technology to get a competitive edge. 
	This is an opportunity for the company. 

	Legal 
	The UK has robust Labour Laws which ensure fair working conditions and wages for the employees. The consumer protection law also ensures the safety and transparency of the products (Gov. uk, 2024). Lucy & Yak has committed to maintaining these laws in their business.  
	It also demonstrates an opportunity to operate fairly in the market. 

	Environmental 
	In the UK, the demand for sustainable products is very high as the government is committed to accomplishing net zero by 2050. On the other hand,  Lucy & Yak operates in the use of recycled materials and organic which align with the demand of the customers (ONS, 2024). 
	It shows opportunities for the company in the UK market. 


Table 1: PESTEL analysis
(Source: Self-Developed)
 
VRIO Analysis of Luck & Yak 
	Resource/Capabilities 
	Value 
	Rarity 
	Imitability
	Organization 

	Brand Reputation 
	High - Because of sustainability 
	Medium - Growing state in the limited zone 
	High - Difficult to set as a trusted brand
	High - Because of effective marketing

	Sustainable Supply Chain 
	High - Because of Eco-friendly practice 
	High - Sustainability in all areas is rare. 
	High - Not easy to replace
	High - Because of strong relationships with the suppliers. 

	Innovative Design 
	Medium - Common design to garments 
	Medium - Particular design is unique but innovation is common
	Medium - Because the design can be copied
	High - Strong Design teams 

	Community Engagement
	High - Robust customer loyalty 
	High - Deep engagement is rare
	High - Building a community takes time 
	High - Effective use of digital platforms and engagement strategies. 


Table 2: VRIO analysis
(Source: Self-Developed)
 The above-mentioned analysis demonstrates that the company has the long-term potential to gain competitive advantages through effectively using its resources and capability. The company can create long-term value. 
 SWOT Analysis of Luck & Yak
 SWOT analysis is one of the tools to analyze the internal environment of the company or the people by stating strengths, weaknesses, opportunities, and threats as well. The SWOT analysis of Luck & Yak as mentioned below-
 Strengths: Luck & Yak has a strong reputation in the local market because of sustainability and ethics. It can be seen that the company has an engaged and loyal customer base with effective community engagement strategies which aids to make its special attention in the market. The product designs are very unique with an inclusive design that is liked by a broad audience (Lucyandyak, 2024). After that strong digital marketing has increased the brand visibility. 
 Weaknesses: As the company, completely operates in sustainable goods in the fashion retail industry where the company is dependent on the suppliers to maintain its standard of sustainability. Lack of innovation can lead to being set aside from the market because of limited presence to the customers (Parliament. uk, 2023). The company operates on a small scale as compared to large organizations. 
 Opportunities: The company has opportunities to grow in the UK market and other nations because of sustainable practices, as it is in high demand for customers. After that, the company can enter the new market by expanding its product lines. 
 Threats: There is high competition in the fashion segment and sustainability as well which creates threats to the market share of the company (Gov. uk, 2024). The economic downturn can hurt the customer spending which can be bound to choose cheap alternatives. 
 Critical Analysis of Lucy & Yak’s External and Internal Environment
Lucy & Yak operates in a market where the company can get both opportunities and threats. For example, operating in the sustainable market where the government is also very active in promoting sustainable business practices then it shows opportunities. It directly resonates with the ethical and sustainable practice of the company which demonstrates the opportunity. After that, the customers are ready to pay an extra amount which also shows the craze of sustainability (Gov. uk, 2024). On the other hand, the inflation rate is high along with issues in the supply chain that can be seen from the EU to the UK owing to Brexit. So these are the threats for the company not only in the present but it can impact in the future. It can be seen that high logistic costs can hurt the profit of the company  (Lucyandyak, 2024). Moreover, the company has a good reputation for sustainability, which is a strength of the company but the company completely depends on external suppliers to maintain its sustainability standard which is not good in the future. The company has strong and unique designs in the products, however, the company needs to continue this in the future to hold its position in the market as this is very competitive. 
[bookmark: _pkp73joq3pr6][bookmark: _Toc173257469] Strategic Growth Choices
 Strategic growth choices for SMEs in markets
 SMEs have the following growth options that they can use to build their position in the market in which they operate and to ensure continuing stability. Here are some of the key strategic growth options:  
 Market Penetration: It is essential to grow the market penetration of existing products and markets. This should be done by influencing the price and coming up with marketing strategies and improving the quality of the products. 
 Product Development: It is important to expand the range of existing products to the company's current markets. This entails creativity and comprehension of the market in creating products that would fit the existing clientele. 
 Vertical Integration: It is essential to Increase the supply chain management authority. This can be backward integration, a company buys its suppliers to eliminate the middlemen or forward integration, in which a firm purchases distributors to eliminate the middlemen. 
 Horizontal Integration: Competition is a fact in the business world and the firm should either acquire or merge with other competing firms. This also might help in gaining a higher market share, and as a result, there will be less competition in the market. 
 Strategic Alliances & Partnerships: It is important to work with other companies because together all can build upon the strengths that each holds. This can be a business combination that involves venturing into a project with another party, partnering or associating with a firm. 

 Propose a new strategy for sustainable long-term growth like Ansoff Matrix, Porter’s Generic Strategies & Bowman’s Strategic Choice
The Marketing strategy that is proposed for Lucy & Yak, is a mixture of Product Development and Market Development. The strategy types sustaining this strategy are Ansoff Matrix, Porter’s Generic Strategies, and Bowman’s Strategic Clock. 
 Ansoff Matrix 
 Product Development: Lucy & Yak can also create new products that are compatible with their sustainable fashion, product type. For example, they can effectively present a line of numerous accessories with an environmentally friendly orientation or launch a line of eco-shoes. This strategy builds upon the firm’s existing customers, who are conscious of sustainable products and who are looking for new and improved products. 
Market Development: It is important to identify the global markets where sustainable fashion is emerging. New geographical regions can be established like Europe and North America where there is a tendency to enjoy Lucy & Yak products. 
 Porter’s Generic Strategies 
 Differentiation: For Lucy & Yak, it is possible to focus on the differentiation strategy by deepening sustainable initiatives and developing new environmentally friendly fabrics. Thus, by presenting customers with their unique selling proposition of sustainability, they will be able to attract the green customer. 
Cost Leadership: As a sustainable brand, Lucy & Yak can control and find ways to minimize spending on its supply chain and production aspect. This can be done through vertical integration with the organic farms as suppliers of the materials used.
 Bowman’s Strategic Clock 
 Hybrid Strategy: This defines and develops the strategy, which will involve the features of cost leadership and differentiation. The fast fashion of Lucy & Yak can be variously priced while still containing the sustainability aspect that sets them apart from other competitors. It can further assist them in addressing a huge market considering one that desires affordable prices and sustainable products. 
Focused Differentiation: The market-specific and sub-segments that appreciate the aspects of sustainability and are willing to part with their hard-earned income to acquire the products. Lucy & Yak can develop the segment and aim at creating brand loyalty so that the issue of price competition does not affect the company. 

 Justification of the proposed strategy as sustainable
 Alignment with Core Values: The proposed strategy is in harmony with Lucy & Yak’s core values, which are globally defined as sustainability and/or ethical culture. As they invest in new environments and on new sustainable products they can enhance their brand image and attract more consumer attention. 
 Market Trends: This is a current global phenomenon towards sustainability and away from unethical consumption. Based on this kind of trend, Lucy & Yak can effectively rebrand themselves as one of the dominant firms in the sustainable fashion market as this is a trend that is here to stay and will benefit from increased emphasis in the future. 
 Diversification of Revenue Streams: The markets as well as products that Lucy & Yak currently offers can also be expanded to offer new sources of revenues. So that the risk of relying on a single market or product is reduced. This can also improve the quality of financial status and reduce the exposure to different kinds of risks connected with shifts in the market. 
 Innovation and R&D: Another recommendation is to focus on the research and development of new materials and more sustainable products thus being the competitors. The fast flow of new ideas keeps the company developing its products, which can open opportunities for creating products and services that will make the company stand out in the market. 
 Customer Loyalty & Brand Equity: If Lucy & Yak continue to provide customers with products that have sustainable practices, then it will gain a pool of regular customers to its clientele base and extend its sector reputation to the target market. Consumers who are pleased with a particular solution are more inclined to become regular clients and recommend the brand to others, which becomes an additional source of sales.
[bookmark: _az7ydxvajj8t][bookmark: _Toc173257470]Stakeholder Analysis & Evaluation 
 Stakeholder Analysis
 Founders & Owners: The owners and founders of Lucy & Yak are Chris Renwick and Lucy Greenwood who designed the firm (Evelyn, 2024). The opposite view of the founders is that goals can be cloud opportunities and restrictive. It refers to the saving of natural resources and ethical activities form the basis of the business. 
 Employees: These subordinates like designers, tailors, and employees who deal with sales perform various tasks in the daily operations and production of the products. One of the important is that such kind of activities should correlate with the company’s values of sustainability and ethics. 
 Suppliers: The social responsibility of Lucy & Yak is returned through suppliers who ensure that they use organic as well as recycled fabric materials (Perkins, 2021). It entails suppliers, who are paid reasonable prices for their products. 
 Customers: It is self-explanatory that the success of the business is loyal to the customer who appreciates sustainability and environmentally friendly garments. These variables are vital for shaping organizational tactics that affect the company’s strategic choices. 
 Community & Environmental Organizations: These groups help and work together with Lucy & Yak on the projects connected with sustainability including other projects which aim to educate people.
 Government & Regulatory Bodies: The UK government’s role includes offering incentives for sustainable business and regulating standard employment practices affecting the company. 
Competitors: The brands that are practising sustainable fashion and traditional fashion firms also have an impact on the market trends as well as competition.

Evaluate stakeholder expectations & their relative power
 Founders & Owners: 
The shareholders want the company to uphold sustainable values and act ethically and socially responsibly but at the same time become profitable. However, the power is high because, In terms of decision-making power, they are already a important positions where they can provide direction and shape operations. 
 Employees: 
 They have expectations of the organization to provide them with reasonable wages, good working conditions as well as the company’s ethical values. They also seek to be protected by their jobs and have chances for ascending to other positions. However, the power is medium due to the several points of this paper proving that employees can shape organizational culture and organizational performance. These employee attitudes affect organizational operations and companies’ reputations. 
 Suppliers: 
 It is anticipated that they would only work on business, and they expect fair trade, timely payments for goods delivered as well as durable business relations. Suppliers are likely to anticipate that Lucy & Yak will uphold agreements regarding sustainable sourcing. However, the power is on the medium scale because suppliers can either provide high-quality materials, or scarce materials that affect the production process and the final quality of the produced item. 
 Customers: 
 They expect better quality as well as fashionable products at the same time and more they look for sustainable products. They also demand practical knowledge about company policies and are ready to overpay to buy environmentally friendly products. However, customers deserve high power as the purchasing decisions have a direct impact on the revenue of the company, as well as its position in the market. Therefore, customer loyalty can create brand equity that will determine the success of the particular brand (Dam and Dam, 2021). 
 Community & Environmental Organizations: 
 They require partners for cooperation on sustainability activities and compliance with environmental initiatives. These organizations anticipate that Lucy & Yak is going to act as a pioneer when it comes to ethical fashion. However, they deserve relative medium power and they do not have a direct effect on sales figures. Therefore, they can contribute to increasing brand popularity and attract beneficial synergistic relationships. 
 Government & Regulatory Bodies: 
 They demand adherence to labour laws, and environmental standards as well as engagement in government sustainability initiatives. However, these bodies contain relatively high power and specific legal protection is one of the ways that the regulatory bodies have an indirect impact and leverage over the operational costs and legal statuses.  
 Competitors: 
 Competitors are indirect stakeholders because they affect the market and force Lucy & Yak to develop as well as improve its offerings. However, they deserve medium power as the competitors’ actions can affect the share of voice and overall industry norms for that particular company which in turn affects Lucy & Yak’s strategic choices.

Identify the most suitable, feasible & acceptable strategic options
 Market Penetration: 
 Suitability: It needs to support the company’s strategic goal to grow in existing markets and promote the development of a stronger market position for Lucy & Yak. Therefore, promoting its products and offering reasonable prices can lead to the appeal of more of its customers. 
 Feasibility: It will entail some spending in the aspect of marketing and potentially slight alterations of the price framework. It also needs to build on existing strengths and a company’s position in the market. 
 Acceptability: It seems to be appreciated by the stakeholders including the customers and employees as it shows potential for growth without disruption (Kahupi et al., 2021). 
 Product Development: 
 Suitability: It is important to complement the company’s innovative as well as sustainable business blueprint. This can be done through developing new products to cater for the needs of the changed customers. For example, there can be the development of environmentally friendly accessories. 
 Feasibility: This concept builds on the current design and manufacturing infrastructure. This needs capital expenditure in research but is not a problem under current operational tactics. 
 Acceptability: It is most suitable for customers who want a change and employees who are interested in innovation. For the suppliers, there might be a boost in the demand at least on the specific products that the celebrities use. 
Market Development: 
 Suitability: Internationalization as part of the geographic market diversification process implies direction to new territories as part of the strategic development goals where the demand for ethical clothing is rapidly emerging. 
 Feasibility: They might need to be surveyed and could also need local allies or facilities, which can be arranged if the task is well planned and executed. 
 Acceptability: It is easy for the founders and investors concerned with top-line numbers to accept. It might need certain changes from the suppliers to be able to support the higher quantity demand and other factors. 
Differentiation Strategy: 
 Suitability: It strengthens Lucy & Yak’s position in a specific market niche with the market of sustainable clothing. Exploring sustainability practices and investing in the novelties of environmentally friendly fabrics might enhance the brand’s visibility. 
 Feasibility: Sustainability is already a focus in the organization and this strategy is quite feasible. It might also need capital investment in procuring new raw materials and other latest technologies. 
 Acceptability: It is most welcomed by all the stakeholders such as; customers, community organizations and even regulatory bodies. It strengthens the importance and flexibility of a central mission and an enduring purpose of the organization. 
Hybrid Strategy: 
 Suitability: It is important to incorporate a cost-aggressive strategy with product advantage, guaranteeing the firm’s products are relatively cheap to acquire while possessing high levels of sustainability and design. 
 Feasibility: It is possible with the right investments in effective supply chains and controls of production and manufacturing (Sanders, 2020). It is essential to integrate the current fields of competence as well as new developments of applicable strategies. 
 Acceptability: It is necessary to accept multiple stakeholders, as it portrays the organization’s commitment to providing quality products at reasonable costs, all in a manner that will consider the principles of sustainability.
[bookmark: _j7hvvwa2iajv][bookmark: _Toc173257471]Strategic Recommendations
 Enhanced Product Diversification: To diversify its product portfolio, it recommends that Lucy & Yak should further introduce environmentally friendly accessories, shoes as well as home textile items. This can be done through conducting market research to compare sustainable products and seeking reliable suppliers with high ethical standards as of Lucy & Yak. On the other hand, issues like product line quality and sustainability, an increase in the price of components, and relationships with suppliers. These can be maintained by continuous release of new products into the market, and actions to ensure proper screening of suppliers. 
 Global Market Expansion: Lucy & Yak should focus its selling efforts on markets in North America as well as Western Europe that have high demand for ethical fashion. This expansion can be made easier through a phased market entry strategy where the initial armoury of online selling is ahead of establishing physical outlets. However, marketing through the Internet and other related technologies will be useful podiums for placing and communicating brand images in new markets (Zwerin et al., 2020). The operations face issues like variations in the regulatory systems in the countries, the culture of fashion, and the stability of the supply chain. To overcome these problems, it will be advisable to hire individuals or firms who can explain the local markets, stick to the local markets by developing distinct marketing campaigns as well as partner with local green brands. 
 Strengthening Digital Presence: There is a need to maintain the firm's customer engagement and sales through better and more sophisticated digital marketing techniques and e-shops (Chatzinikolaou, 2021). Lucy & Yak should apply AI-based marketing tools to deliver better and more grateful customer services, redesign the website and increase social media coverage. These issues can be overcome by beginning with inexpensive digital solutions that can easily be scaled up, training the marketing team on new technologies and with compliance relevant data privacy laws. 
 Build Strong Organizational Culture: While developing a culture of sustainability and increased innovation in the context of the organisation. This could be done through putting in place training in sustainability activities and rewarding and valuing sustainability. The potential barriers like employees' reluctance to adjust and measure the changes involved in changing organizational culture can be reduced using expressing the advantages of sustainability in detail and executing the exploration of the alteration in cultural status through surveys and KPIs. Therefore, the key areas of development should be addressed to support the sustainable development of Lucy & Yak while maintaining a competitive advantage in the market.
[bookmark: _wzx3565xnu18][bookmark: _Toc173257472]Conclusion
 The study concludes that Lucy & Yak is a UK-based SME that has successfully embedded sustainability into its values and core business processes, making it unique in the context of fashion. However, such an internal and external analysis that includes PESTEL and VRIO analysis, as well as SWOT, indicates the strategic growth opportunities like market penetration, market development and product development. Based on the analysis of the company's key value propositions, the firm can further enhance its position in the market and ensure long-term growth and sustainable development that addresses stakeholders' expectations as well as underscores the values of the company.
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