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The COVID-19 pandemic significantly reshaped business operations across the world. In the United Kingdom, organisations that relied heavily on face‑to‑face interactions rapidly adopted digital technologies to continue serving customers. Many small and medium‑sized enterprises (SMEs) introduced e‑commerce platforms, online payment systems, social media marketing and home‑delivery services to remain competitive. At the same time, consumer behaviour shifted, with customers increasingly purchasing products online due to convenience and safety (ONS, 2021).
Consequently, digital transformation emerged as a critical strategic priority for organisations of all sizes. Retailers, delivery companies, restaurants, fitness instructors, tutors and professional service providers began using digital platforms to maintain customer relationships and deliver services remotely (McKinsey & Company, 2020). This widespread adoption of digital tools created new opportunities for entrepreneurs to design innovative products and services that address evolving customer needs.
Design Thinking has become a valuable approach for identifying these needs and developing innovative business solutions. Unlike traditional planning methods, Design Thinking emphasises understanding users before creating products. Its five stages—Empathise, Define, Ideate, Prototype and Test—enable entrepreneurs to develop solutions grounded in real customer experiences rather than assumptions (Brown, 2009; Liedtka, 2015).
This portfolio examines the innovation opportunities arising from the rapid expansion of digital commerce in the UK using Design Thinking. Task 1 identifies key opportunities by analysing customer pain points, market gaps, technological developments, scalability and sustainability. Task 2 applies the five Design Thinking stages to develop a new venture concept that addresses one of the identified problems. The discussion is supported by relevant business and innovation theories, alongside real‑world examples.
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Using Design Thinking to Identify Innovation Opportunities in the UK Market
[bookmark: _Toc235292377]2.1 Understanding Design Thinking
Design Thinking is a human‑centred innovation methodology that prioritises understanding customer needs before developing solutions. Brown (2009) describes it as an approach combining creativity, empathy and experimentation across five stages: Empathise, Define, Ideate, Prototype and Test. Unlike traditional planning, it begins with identifying user problems rather than creating products first. During the COVID‑19 pandemic, many UK businesses adopted these principles by responding to shifting consumer behaviour with digital services. The framework is particularly valuable for SMEs, as early testing reduces financial risk and supports informed decision‑making.
[bookmark: _Toc235292378]2.2 Opportunity Areas in the UK Market
Opportunity 1: E-commerce Platforms for Small Businesses
Rapid digital transformation in the UK has created significant entrepreneurial opportunities, particularly as consumers increasingly expect seamless digital services. A key opportunity involves developing e‑commerce platforms tailored to small and medium‑sized enterprises (SMEs). Many independent retailers struggle to compete with large firms due to limited technical skills, digital marketing capabilities and operational resources. This gap highlights demand for affordable, simplified platforms offering online stores, mobile apps, inventory management, CRM tools, integrated payments and delivery management. Because SMEs often operate with constrained budgets and existing platforms contain costly, unnecessary features, streamlined solutions designed specifically for UK small businesses hold strong market potential
Opportunity 2: Digital Marketing Services
Rapid digital transformation in the United Kingdom has generated several promising entrepreneurial opportunities, particularly as consumers increasingly expect seamless and convenient digital services. One notable opportunity concerns the development of e‑commerce platforms tailored to small and medium‑sized enterprises (SMEs). Many independent retailers continue to face competitive disadvantages compared with large firms such as Amazon, largely due to limited technical expertise, insufficient digital marketing skills and restricted digital resources. This gap highlights the need for affordable, accessible e‑commerce solutions designed specifically for small businesses.
Possible services include:
• Ready‑made online stores
• Mobile shopping apps
• Inventory management
• Customer relationship management
• Online payment integration
• Delivery management
These services can enhance operational efficiency and reduce costs for SMEs.
Why this opportunity exists  
Many SMEs operate with constrained budgets and cannot invest in expensive or overly complex software. Existing platforms frequently include unnecessary features that increase subscription costs. A simplified, cost‑effective e‑commerce system designed specifically for UK SMEs therefore presents strong potential for commercial success.
Opportunity 3: Retail Management Software
Independent retailers frequently experience stock inefficiencies due to manual inventory processes, resulting in shortages, overstocking, bookkeeping errors, and weak forecasting. Cloud‑based systems can monitor stock, supplier activity, sales, customer behaviour, and reporting, while AI enhances accuracy by predicting future demand and improving operational decision‑making.
Opportunity 4: Digital Payment Systems
Consumer behaviour in the UK has shifted toward cashless transactions, increasing demand for affordable digital payment solutions for SMEs. Integrated platforms offering card and mobile payments, accounting functions, loyalty features, and digital receipts enhance customer experience while supporting efficient financial management.
Opportunity 5: Last-Mile Delivery Solutions
The growth of online shopping has intensified pressure on delivery companies, as customers increasingly expect same‑day fulfilment, real‑time tracking, flexible scheduling, and environmentally sustainable transport. Entrepreneurs can enhance last‑mile logistics through artificial intelligence, route optimisation, electric vehicles, local delivery hubs, and smart parcel lockers, reducing costs while improving customer satisfaction.
[bookmark: _Toc235292379]2.3 User Pain Points
Design Thinking begins with identifying user challenges, and several groups faced barriers during digital transformation. Small retailers lacked digital expertise, encountered high development costs, struggled against large online competitors, and found online order management and marketing difficult (Brown, 2009). Rural consumers experienced limited delivery options, longer fulfilment times, poor connectivity, restricted product availability, and higher charges. Delivery drivers reported heavy workloads, extended hours, rising fuel costs, congestion, and delays. Service providers such as hairdressers, personal trainers, tutors, and therapists struggled with appointment management, online payments, cancellations, and technical issues. These combined challenges highlight the need for integrated, user‑centred digital solutions that simplify operations and improve accessibility (Liedtka, 2015).
[bookmark: _Toc235292380]2.4 Market Gaps
Although numerous digital services exist, several significant market gaps persist. Many SMEs cannot afford high monthly software fees, creating demand for affordable digital solutions tailored to small businesses. Firms also rely on separate systems for payments, marketing, inventory, accounting and customer management, increasing operational complexity and cost. A single integrated platform would address these issues. Furthermore, rural communities continue to face limited digital services, presenting opportunities for specialised rural delivery and support solutions.
[bookmark: _Toc235292381]2.5 Technological Enablers
 Despite the widespread availability of digital services in the UK, several critical market gaps continue to hinder effective digital adoption among small and medium‑sized enterprises (SMEs). A central issue concerns affordability. Many SMEs operate with limited financial resources and cannot afford the high monthly subscription fees of mainstream digital platforms. This financial barrier restricts their ability to adopt essential digital tools, creating clear demand for cost‑effective solutions specifically designed for smaller businesses.
Another persistent gap relates to system fragmentation. SMEs frequently rely on multiple separate applications to manage payments, marketing, inventory, accounting and customer relationships. Operating numerous disconnected systems increases administrative burden, reduces efficiency and elevates operational costs. An integrated digital platform that consolidates these core business functions into a single, coherent interface would significantly streamline operations and support more effective decision‑making.
A further gap exists in the provision of digital services for rural communities. Many digital providers prioritise urban markets, resulting in limited access to high‑quality digital tools for rural businesses and consumers. Rural enterprises often face slower delivery services, reduced product availability and weaker digital infrastructure, which collectively constrain their participation in the digital economy. These challenges highlight substantial opportunities for entrepreneurs to develop specialised digital solutions that address rural connectivity, logistics and service accessibility. Overall, the persistence of these gaps demonstrates strong innovation potential. Affordable
[bookmark: _Toc235292382]2.6 Scalability
Scalability refers to a business’s capacity to expand without proportionally increasing operating costs, and digital enterprises are particularly well positioned to achieve this. Unlike traditional firms, digital businesses do not require additional physical premises when growing. Once an e‑commerce platform is developed, thousands of users can adopt the same system with only marginal increases in operational expenditure. Cloud‑based software further enhances scalability by allowing firms to pay for additional storage or computing power only when needed, enabling gradual expansion from a small customer base to national or international markets.
Digital marketing agencies also scale effectively. A small firm may initially support a limited number of clients but can extend services to hundreds through automation and digital tools. Subscription‑based models strengthen scalability by generating predictable recurring revenue, while automated systems streamline operations by processing orders, issuing invoices, managing appointments and responding to enquiries without additional staff.
Remote working provides another advantage, allowing businesses to recruit talent from across the UK or internationally without opening new offices, thereby reducing costs and increasing access to skilled workers. However, scalability introduces challenges, including the need for investment in cybersecurity, customer support and system maintenance. Effective planning is therefore essential to ensure growth does not compromise service quality. Overall, digital businesses offer substantial scalability potential because technology enables rapid expansion with relatively low incremental costs.
[bookmark: _Toc235292383]2.7 Sustainability
 Modern organisations must consider environmental and social sustainability alongside financial performance. Digital transformation supports these goals in several ways. Online meetings reduce business travel and associated carbon emissions, while digital documentation decreases paper use through electronic invoices, contracts and signatures. AI‑enabled route optimisation further lowers fuel consumption and greenhouse gas emissions, and many firms now adopt electric vehicles, bicycle couriers and sustainable packaging to minimise environmental impact. Digital technologies also enhance social sustainability by improving access to education, healthcare and retail services for remote or mobility‑restricted populations. However, digitalisation introduces challenges, including high energy consumption in data centres and growing electronic waste. Businesses must therefore invest in renewable energy and recycling initiatives. Sustainable innovation ultimately strengthens long‑term competitiveness.
Critical Analysis of UK Market Opportunities 
The UK digital economy continues to present strong entrepreneurial opportunities, as consumer behaviour has permanently shifted since the COVID‑19 pandemic. Customers now expect convenience, rapid delivery and digital communication. Although large firms such as Amazon dominate online retail, many independent businesses still require affordable digital solutions tailored to SME needs, creating space for smaller technology providers. Rising competition means entrepreneurs must prioritise customer experience, using Design Thinking to identify real user problems. Government programmes supporting digital skills and innovation further encourage adoption. However, firms must also address cybersecurity, data protection and growing customer expectations to remain competitive.
















[bookmark: _Toc235292384]Task 2

[bookmark: _Toc235292385]Applying the Five Stages of Design Thinking
[bookmark: _Toc235292386]3.1 Introduction
For this portfolio, the proposed business idea is called Local Connect, a digital platform designed specifically for independent retailers, local farmers and small service providers in rural and suburban areas of the United Kingdom.
The platform combines:
· Online shopping 
· Appointment booking 
· Secure digital payments 
· Local delivery 
· Customer communication 
· Business analytics 
Unlike existing platforms, Local
Connect focuses entirely on supporting small local businesses that often lack the financial resources and technical knowledge to develop their own digital systems.
The Design Thinking framework will now be applied to develop this new venture.
[bookmark: _Toc235292387]Stage 1 – Empathise
The first stage of Design Thinking involves understanding users and identifying their needs.
The primary users are:
Small Retailers
Many independent retailers depend on local customers but have limited digital experience. They often cannot afford professional website development or expensive e-commerce software.
Common challenges include:
· Limited online visibility 
· Low marketing budgets 
· Poor digital skills 
· Difficulty managing online orders 
· Limited customer data 
Local Farmers
Many farmers sell fresh produce directly to customers but struggle with organising orders through telephone calls or social media messages.
Problems include:
· Manual order processing 
· Difficult delivery planning 
· Customer communication issues 
· Limited payment options 
Consumers
Customers increasingly expect convenient online shopping while supporting local businesses.
Their main frustrations include:
· Difficulty finding local products 
· Limited payment methods 
· Slow delivery 
· Multiple websites 
· Poor communication 
Delivery Partners
Local delivery drivers require efficient route planning and accurate order information.
Common challenges include:
· Traffic delays 
· Poor route planning 
· Fuel costs 
· Last-minute order changes 
User Research Methods
To understand customer needs, the entrepreneur would use several research methods.
Interviews
Face-to-face interviews with local business owners provide detailed information about daily operational problems.
Online Surveys
Google Forms questionnaires could collect feedback from hundreds of customers regarding their online shopping experiences.
Observation
Observing customers using existing websites helps identify usability problems and opportunities for improvement.
Customer Journey Mapping
This technique analyses every stage of the customer experience from searching for products to receiving deliveries.
The research identifies several common frustrations:
· Too many separate apps 
· Complicated ordering systems 
· High delivery charges 
· Poor communication 
· Limited technical support
[bookmark: _Toc235292388]3.2 Define Stage
After understanding the needs of users during the Empathise stage, the next step in Design Thinking is to clearly define the main problem. A well-defined problem helps entrepreneurs focus on creating a solution that meets customer needs.
The research found that many small retailers, farmers, and local service providers in the UK face similar challenges. Although digital technology has become more common, many businesses still use different software for online sales, bookings, payments, customer communication, and delivery management. These systems are often expensive and difficult to use, especially for businesses with limited digital skills.
Problem Statement
Small retailers, farmers, and local service providers in the UK need an affordable and easy-to-use digital platform because existing digital solutions are expensive, complicated, and require businesses to manage multiple separate systems, making it difficult to compete in the growing digital economy.
This problem affects business growth in several ways:
· High software subscription costs reduce profits. 
· Businesses waste time switching between different applications. 
· Customers experience inconsistent service. 
· Limited digital knowledge prevents many SMEs from expanding online. 
· Rural businesses often struggle to reach new customers. 
The Define stage ensures that the entrepreneur focuses on solving the real customer problem instead of simply creating new technology.
[bookmark: _Toc235292389]3.3 Ideate Stage
The Ideate stage focuses on generating creative and unrestricted solutions, encouraging broad exploration before selecting the most viable option. Several concepts emerged during the brainstorming process. The first proposal, the Local Connect Digital Platform, envisioned a unified online environment enabling customers to purchase goods from local businesses, schedule appointments, make secure payments, arrange delivery services, and communicate directly with service providers. A second concept involved an AI Business Assistant designed to support small enterprises by producing social media content, responding to customer enquiries, recommending suitable products, analysing sales data, and forecasting future demand. A third idea proposed a Smart Local Delivery Network that consolidates orders from multiple local businesses into streamlined delivery routes, thereby reducing operational costs, improving delivery speed, lowering fuel consumption, and decreasing carbon emissions. The fourth concept, a Digital Skills Academy, aimed to provide online training for SMEs in areas such as e‑commerce, social media marketing, digital customer service, electronic payments, and cybersecurity.
Following comparative evaluation, the Local Connect platform was selected due to its comprehensive functionality and potential for future expansion. The system integrates key commercial operations, including digital storefront management, appointment scheduling, secure payment processing, delivery coordination, and customer analytics. It offers real‑time insights into sales performance, order patterns, inventory levels, and operational efficiency. Artificial Intelligence further enhances the platform by analysing customer behaviour and generating personalised product recommendations.
The innovation lies in its consolidation of multiple business functions into a single, cost‑effective subscription model, eliminating the need for separate systems for website management, booking, payments, marketing, and delivery. This integrated approach is particularly advantageous for independent retailers, farmers, beauty salons, tutors, personal trainers, cafés, and market traders.
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The fourth stage of Design Thinking is Prototype. A prototype is an early version of the product that allows entrepreneurs to test ideas before making large investments.
For Local Connect, the Minimum Viable Product (MVP) would include only the most important features.
Minimum Viable Product (MVP)
The first version of the platform would include:
Business Registration
Business owners create an account and enter:
· Business name 
· Address 
· Contact details 
· Business category 
Product Listings
Businesses upload:
· Product photos 
· Prices 
· Descriptions 
· Stock availability 
Customer Ordering
Customers can:
· Search products 
· Add items to a basket 
· Pay online 
· Choose delivery or collection 
Appointment Booking
Service providers can display available dates and times.
Customers receive automatic booking confirmation.
Secure Payment
The platform accepts:
· Credit cards 
· Debit cards 
· Mobile payments 
· Delivery Tracking
Customers receive notifications showing:
· Order received 
· Preparing order 
· Out for delivery 
· Delivered 
Business Dashboard
Business owners can monitor:
· Daily sales 
· Customer orders 
· Inventory 
· Monthly reports 
Prototype Design
The prototype requires a highly accessible interface to accommodate users with limited digital experience. The homepage should present essential functions such as search, product categories, business listings, and login options, supported by large interactive buttons, intuitive navigation, clear imagery, and a streamlined checkout process.
[bookmark: _Toc235292391]3.5 Test Stage
The final stage of Design Thinking is testing. The purpose of testing is to evaluate whether the proposed solution actually solves customer problems. Testing allows entrepreneurs to collect feedback, identify weaknesses and improve the product before launching it to the wider market.
For Local Connect, testing would involve launching a small-scale pilot programme with selected businesses and customers. The aim would be to understand whether users find the platform useful, easy to use and valuable.
Pilot Testing
The first test would involve a small group of users, including:
· 20 independent retailers 
· 10 local farmers 
· 10 service providers such as hairdressers and tutors 
· 100 local customers 
The pilot would operate in one suburban or rural UK community before expanding nationally.
The purpose of starting with a small group is to reduce financial risk and allow improvements before full commercial launch.
User Feedback Methods
Several methods would be used to collect feedback.
Customer Surveys
Customers would complete post‑use surveys evaluating the platform’s usability, payment convenience, clarity of delivery information, and overall willingness to reuse the service. Satisfaction levels could be assessed through the Net Promoter Score, which asks respondents how likely they are to recommend the service; higher scores indicate stronger customer acceptance.
Business Interviews
Business owners would be interviewed to understand their experience.
Questions would focus on:
· Ease of uploading products 
· Managing orders 
· Understanding sales reports 
· Reducing administrative work 
· Increasing customer numbers 
This feedback would help improve the platform design.
Usage Data Analysis
The platform would collect anonymous usage information, such as:
· Number of registered businesses 
· Number of customer orders 
· Most popular products 
· Customer repeat purchases 
· Average delivery time 

This data would identify which features provide the greatest value.
Improving the Prototype
Based on testing results, improvements would be made.
For example:
Problem:
Businesses find uploading products complicated.
Improvement:
Create a simpler product-upload system with automatic image resizing and templates.
Problem:
Customers experience slow delivery.
Improvement:
Introduce AI-based delivery route optimisation.
Problem:
Older customers struggle with technology.
Improvement:
Develop a simplified interface with larger text and clear instructions.
Measuring Success
The success of Local Connect would be measured through key performance indicators (KPIs).
Business Growth Indicators
· Number of businesses registered 
· Monthly subscription revenue 
· Customer acquisition rate 
· Business retention rate 
Customer Indicators
· Customer satisfaction score 
· Repeat purchase rate 
· Number of completed orders 
· Customer reviews 
Operational Indicators
· Average delivery time 
· Order accuracy 
· Platform reliability 
These measurements allow continuous improvement and ensure that the platform continues meeting customer needs.

4. Business Model Canvas for Local Connect
The Business Model Canvas developed by Osterwalder and Pigneur (2010) is a strategic tool used to analyse how a business creates, delivers and captures value.

1. Customer Segments
The main customer groups are:
Small Businesses
Including:
· Independent retailers 
· Farmers 
· Cafés 
· Beauty businesses 
· Tutors 
· Fitness instructors 

Consumers
People who want convenient access to local products and services.
Delivery Partners
Local courier businesses seeking additional delivery opportunities.
2. Value Proposition
Local Connect provides:
· Affordable digital tools for SMEs 
· One platform combining multiple business functions 
· Easy online selling 
· Improved customer communication 
· Local shopping convenience 
· Lower delivery costs 
The main value is helping small businesses compete in the digital economy.
3. Channels
Customers can access Local Connect through mobile apps, websites, social media, email campaigns, and local partnerships, while businesses can be recruited via councils, professional networks, community events, and targeted digital marketing.
4. Customer Relationships
The business would sustain customer relationships through online support, instructional resources, training activities, structured feedback mechanisms, and regular platform updates, while providing dedicated assistance to small enterprises whose users may possess limited digital capabilities.
5. Revenue Streams
The main revenue model would be subscription-based.
Possible pricing:
Basic Plan
For small businesses starting online.
Includes:
· Digital store 
· Payment system 
· Customer messaging
 
Professional Plan
Includes:
· Analytics 
· Marketing tools 
· Delivery management 

Transaction Fees
A small percentage could be charged on customer transactions.
Additional income could come from:
· Advertising opportunities 
· Premium business promotion 
· Training courses 
6. Key Resources
Important resources include:
· Software developers 
· Cloud infrastructure 
· Customer support team 
· Marketing specialists 
· Data security systems 
7. Key Activities
Main activities include:
· Platform development 
· Software maintenance 
· Customer support 
· Marketing 
· Data analysis 
· Security management 
8. Key Partnerships
Important partners include:
· Local councils 
· Delivery companies 
· Payment providers 
· Technology companies 
· Business associations 
Partnerships help increase trust and improve service quality.

9. Cost Structure
Main costs include:
· Software development 
· Cloud services 
· Employee salaries 
· Marketing expenses 
· Customer support 
· Cybersecurity 
Although initial costs may be high, digital platforms can achieve strong scalability after development.
5. SWOT Analysis of Local Connect
A SWOT analysis evaluates internal strengths and weaknesses and external opportunities and threats.
	Strengths
	Weaknesses

	Supports small UK businesses
	Requires investment in technology

	Combines several services in one platform
	New brand with limited recognition

	Affordable compared with large platforms
	Requires continuous maintenance

	Supports local economies
	Dependence on user adoption



	Opportunities
	Threats

	Growing e-commerce market
	Competition from Amazon and Shopify

	Increasing demand for local shopping
	Cybersecurity risks

	Growth of digital payments
	Changing customer preferences

	Government support for SME digitalisation
	Economic uncertainty
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Based on the analysis, several recommendations can be made.
1. Focus on SMEs Rather Than Large Companies
Large businesses already have advanced digital systems. Local Connect should focus on small businesses that are underserved by existing platforms.
This creates a clear market position.
2. Provide Digital Training
Many small business owners lack confidence using technology.
The company should provide:
· Online tutorials 
· Workshops 
· Customer support 
· Digital marketing guidance 
This increases adoption and customer satisfaction.
3. Build Strong Local Partnerships
Collaboration with councils, chambers of commerce, and community organisations strengthens credibility and supports wider business engagement.
4. Prioritise Security
Cybersecurity must be prioritised due to the platform’s handling of payments and personal data, requiring encryption, secure transactions, continuous testing, and compliance with UK data protection regulations.
5. Introduce Sustainable Delivery Options
The platform should encourage environmentally friendly delivery methods.
· Electric vehicles 
· Bicycle couriers 
· Delivery route optimisation 
This supports environmental sustainability and attracts environmentally conscious customers.
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The rapid digital transformation occurring across the United Kingdom has generated substantial entrepreneurial opportunities, particularly as consumers increasingly expect seamless and convenient digital services. A key opportunity lies in the development of e‑commerce platforms specifically tailored to the needs of small and medium‑sized enterprises (SMEs). Although online retailing has become more accessible, many independent retailers continue to face difficulties due to limited technical expertise, insufficient digital marketing capabilities and restricted operational resources. These constraints hinder their ability to compete effectively with large organisations such as Amazon.
This capability gap highlights the need for affordable, user‑friendly e‑commerce solutions designed for small businesses. Potential features include ready‑made online stores, mobile shopping applications, inventory management tools, customer relationship management systems, integrated payment options and delivery management functions. Collectively, these tools can enhance operational efficiency, reduce costs and support SMEs in strengthening their digital presence.
The opportunity exists because many SMEs operate with constrained budgets and cannot invest in complex or expensive platforms. Existing systems often contain unnecessary features that increase subscription costs, creating clear demand for streamlined, cost‑effective solutions tailored to UK small businesses.
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