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[bookmark: _Toc1864353516]Introduction 
[bookmark: _Toc322793665]TASK 1
The UK's competitive environment for small and medium enterprises (SMEs) has dramatically changed due to the rapid digital transformation of businesses. Consumer behaviour has undergone a dramatic change to online buying, digital payments and omnichannel retailing due to the COVID-19 pandemic, and SMEs were forced to embrace digital technology like never before. Digitalisation has opened new growth opportunities, but many SMEs still face issues related to their financial resources, limited digital skills, fragmented use of digital technologies and the growing competition from big online retailers. These barriers limit their potential to make effective use of digital innovations and ensure long-term business development.
This portfolio aims to use the Design Thinking framework to discover an opportunity for innovation in the UK SME digital commerce ecosystem and define a customer-centred venture concept that meets real market needs. Design thinking is an iterative, five-stage, human-centred process of innovation that includes empathise, define, ideate, prototype and test. The framework integrates user input with technology innovation to help organisations build solutions that are all commercially viable, feasible and desirable. 
Task 1 involves analysing the opportunity area, which involves understanding user pain points, market gaps, relevant technology enablers, scalability and sustainability, and the justification for the opportunity. The Digital Business Assistant for SMEs in the UK is an AI-powered tool developed using the Design Thinking process in Task 2. The platform will combine AI capabilities, predictive analytics, inventory management, automated marketing, and customer support to boost small retailers' efficiency, customer satisfaction, and competitive edge in the fast-changing digital landscape.

[bookmark: _Toc661542742]Task 2: Solution Designing 
[bookmark: _Toc592898908]1.1 User Pain Points
Small and medium-sized enterprises (SMEs) make up more than 99% of UK businesses and are important for employment, innovation and economic growth. Yet, many SMEs still struggle to take advantage of digital technologies and to compete in the now increasingly digital retail landscape. The speed of e-commerce growth has generated new business opportunities and expectations for speed, convenience and personalised services. As a result, many SMEs find it difficult to keep up with technological developments and changes in consumer demands. A major issue faced by SMEs in the UK is poor digital capability. Small business owners often do not have the technical expertise necessary to use digital tools effectively and efficiently. While technologies such as cloud computing, artificial intelligence (AI), customer relationship management (CRM) systems, and data analytics are becoming more prevalent, finding appropriate technologies and incorporating them into SME workflows can be challenging. This digital skills gap leads to lower productivity and limits the potential of businesses to make the most of the opportunities granted by digital transformation (Department for Business and Trade, 2023).
The financial limitations add to these difficulties. In contrast to large companies, SMEs typically have limited budgets and are not able to afford a few software systems, specialist IT staff, or external consultants. Many solutions in the market are digital and involve multiple subscription fees for inventory management, customer service, accounting, marketing automation and sales analytics. The total cost of these systems puts significant strain on smaller businesses, causing digital transformation to be costly and complex (OECD, 2023). Another challenge that is always ongoing is inventory management. Many SMEs are still using spreadsheets or even manually tracking stock, leading to poor stock control, stock-outs, and an overstock of inventory. Without good inventory visibility, customer orders can be delayed, operational expenses can be raised, and customer satisfaction can be decreased. The growing consumer expectations for immediate product access and quick delivery have put SMEs at a competitive disadvantage compared to larger retailers with advanced technologies in their supply chains powered by AI.

The digital marketplace also poses greater challenges for customer acquisition and retention. Today, consumers demand personalisation, quick answers to their queries, smooth online interactions and consistent communication through various channels. But many SMEs do not have the experience and resources to analyse customer information, automate their marketing strategies or offer 24/7 customer support. This means that businesses tend to have lower conversion rates, less customer loyalty, and lost sales opportunities. Inconsistent experiences online come as extra frustration for the customer. Smaller retailers often have payment and delivery methods that are limited, slow responses on requests for information and details, stock details that are wrong, or an outdated website. Such experiences will push consumer preference to bigger eCommerce sites that provide more convenience and reliability, along with personalised services. Thus, SME digital capability can not only affect business performance but also increase customer satisfaction and trust.

The empathy phase of DT focuses on comprehending the business and customer problems that are connected before suggesting technology solutions. Whilst digital transformation is often seen as a technology challenge, it is vital that SMEs are made aware of the need for affordable, easy-to-use, and integrated solutions that can simplify their operations and augment their business performance. From these pain points, it is evident that there is a need for a digital business assistant that uses AI to help manage inventory, engage customers, automate marketing, and inform business decisions using an integrated platform. This could lead to cost savings, better customer experiences, and ultimately boost the competitiveness of UK SMEs in today's digital age.  
[bookmark: _Toc1112236459]1.2 Market Gaps

Retail is a sector that has seen rapid digitalisation, bringing a wealth of digital tools to businesses. But the market still has significant gaps, especially for SMEs who are looking for low-cost, integrated and user-friendly solutions. Many digital solutions available in the market cater to specific functions of a business, like accounting software or CRM or marketing automation software, etc., but fail to offer a comprehensive platform to meet the various needs of small businesses. That's why SMEs often need more than one isolated application, which can make operations more complicated and costly and make administration more inefficient.
A significant market gap lies in the absence of all-encompassing AI solutions tailored to the needs of SMEs. Full-featured enterprise platforms like SAP, Oracle, and Salesforce provide all the digital tools, such as predictive analytics and workflows, and have technical specialists on hand. As a result, they are out of reach for many SMEs in terms of price and functionality. This presents a huge opportunity for a low-cost, purpose-built AI platform that meets the needs, constraints, and digital literacy of smaller companies.

Improved business intelligence and data-driven decision-making are also a major demand in the market. As SMEs conduct more business online, engage with customers on social media, and run digital campaigns, they are producing more data: customer data, sales data, and operational data. But many companies don't have the analytical tools necessary to turn this information into actionable insights. Current tools can be cumbersome and include dashboards that aren't easy to read and understand or involve expert analysis to understand the meaning of performance data. This information gap can hinder SMEs' ability to predict customer demand, manage inventory, and determine sales trends and marketing performance. An AI-powered need for external consultants.

Environmental sustainability is also a new business opportunity in the SME technology market. As consumers become more aware of the need for sustainability and regulations grow, companies are moving toward more sustainable practices. Fewer, however, are digital platforms designed specifically for SMEs that include sustainability elements like demand forecasting to help SMEs avoid waste, inventory optimisation to reduce overstocking, or carbon footprint reporting. Integrating sustainability features into an AI-driven business assistant would not only optimise operational efficiency but also assist SMEs in fulfilling environmental demands and bolster their competitive edge. 
All these gaps suggest that the market, as it is, does not cater to the practical realities of SMEs. Many of the current solutions are expensive, fragmented, hard to use, and not sufficiently geared towards the needs of smaller companies. This presents an attractive prospect for creating an all-in-one digital business assistant using artificial intelligence, which will help to manage inventory, handle customer interactions, and forecast, all including in one affordable, all-encompassing platform. The proposed venture aims to fill these gaps, providing value to SMEs and supporting the overall digital transformation and innovation in the UK's business landscape.
[bookmark: _Toc2013464510]1.3 Technology Enablers  
As digital technologies become more sophisticated, SMEs have more opportunities than ever before to become more efficient, better customer experiences and to be more competitive in the digital economy. The AI-driven digital business assistant is based on a few complementary technologies, such as artificial intelligence (AI), cloud computing, big data analytics, application programming interfaces (APIs) and machine learning (ML). These technologies collectively provide the technological platform that is required to enable the venture to provide an affordable, integrated and scalable solution for UK SMEs.
The proposed platform is based on artificial intelligence (AI) as its main technology. AI can automate repetitive tasks, analyse vast amounts of data, and provide intelligent suggestions that aid managerial decision-making processes. For instance, AI algorithms can predict customer demand in the future by analysing market trends, seasonal patterns, and historical sales data. This helps the SMEs optimise their stock level, avoid running out of resources and cut down on the excess stock, resulting in better efficiency and profitability. AI-driven chatbots can also offer immediate customer assistance, tackle common questions and handle simple queries, enhancing response time while saving on personnel. Davenport and Ronanki (2018) state that AI can add value by improving business processes, aiding decision-making and delivering more personalised customer experiences. Another key technology enabler is cloud computing as SMEs can access enterprise level software without having to invest in costly IT infrastructure.

Finally, the platform is supplemented by big data analytics, which helps to convert the data coming from operations and customers into business intelligence. SMEs create valuable data from online sales, website traffic, customer feedback, digital marketing campaigns, and payment transactions. But many small companies don't have the analytical skills to make the best use of this information. To overcome this challenge, the proposed platform automatically analyses customer behaviour, purchase patterns and sales performance and offers straightforward recommendations via interactive dashboards. These can help business owners make evidence-based choices instead of just going with their gut feeling.

Application Programming Interfaces (APIs) are also important technological features that enable the platform to integrate with existing business systems seamlessly. The Digital Business Assistant can integrate with eCommerce platforms like Shopify and WooCommerce, accounting systems like Xero and QuickBooks, payment gateways like Stripe and PayPal, and customer relationship management (CRM) systems. This interoperability eliminates duplicate data entry, boosts workflow efficiency and produces a consistent digital environment for SMEs.
As part of AI, machine learning (ML) allows the platform to learn and enhance its performance over time. The more business data the system can learn, the more accurate the ML algorithms will be at predicting customer demand, identifying high-value customers, suggesting marketing strategies, and identifying abnormal purchasing habits.

[bookmark: _Toc1084406690]1.4 Scalability and Sustainability 
This is because not only does the innovative business need to address the challenges faced by existing customers, but it must also be able to grow and operate efficiently and sustainably. 
Scalability and sustainability are two closely intertwined aspects of the proposed Digital Business Assistant (DBA) that will impact its long-term commercial viability and competitive advantage from an AI perspective. A cloud-based Software-as-a-Service (SaaS) business the model allows the new business to deliver fast market growth as well as business sustainability whilst enabling the digital transformation of UK SMEs.

One important advantage that the proposed venture has is that it can be scaled up. Cloud-based SaaS solutions can be used by thousands of customers at once with relatively low incremental costs, as compared to traditional software products which require a lot of physical infrastructure and on-site installation. Cloud service providers allow additional computing resources to be added as the customer's need grows, without the need for substantial hardware or maintenance investments. This allows the platform to grow into various industry segments such as retail, hospitality, manufacturing and professional services, while still being efficient to operate. 
This pricing model reduces the upfront cost and boosts a steady flow of cash for the venture to sustain product development, customer assistance and technological innovation. Customisable reporting, industry-specific modules, or advanced predictive analytics are examples of extra value-added capabilities that could create secondary revenue streams and boost sustainability.

In an environmental sense, AI-based demand forecasting can lead to more sustainable use of resources, as it minimises the production of surplus goods and the transportation of goods due to unsold inventory or emergency restocking. Digital workflows also help to minimise paper-based processes and promote remote business management, which helps to cut administrative waste and business travel. These results contribute to the larger sustainability goals such as the United Nations Sustainable Development Goal (SDG) 12: Responsible Consumption and Production. The venture also has a positive social impact on digital inclusion of SMEs. Many small businesses, especially in rural and poor regions, do not have access to advanced digital technologies. Its accessibility and low cost make it an attractive platform for AI, putting a powerful business tool at the fingertips of all, not just of large enterprises. Better use of digital capacity can also boost productivity, create jobs and help local businesses to become more competitive, thereby helping to develop the regional economy.
But there are challenges with scalability too. With a growing number of customers, the need for cybersecurity, data security, and system reliability rises. The customer's information and the user's trust will be vital to protect, and compliance with the UK General Data Protection Regulation (UK GDPR) will be crucial.

[bookmark: _Toc247596527]1.5 Justification of the Key Opportunity
As shown in the preceding analysis, an AI-powered digital business assistant for UK SMEs is a promising entrepreneurial opportunity that corresponds to the current market needs, technological advances, and the digital transformation of the UK economy. The proposed venture has three major benefits: it tackles several challenges at once, it combines AI, cloud, predictive and business automation, of SMEs.
User pain points analysis revealed that many SMEs still face challenges with low levels of digital capability, siloed software, poor inventory management, and rising customer expectations. These problems contribute to lower productivity, hinder business development and prevent SMEs from competing well with larger organisations. Many SMEs remain underserved due to the cost, complexity or high level of technical sophistication of existing solutions, which tend to be geared towards large enterprises. This gap points to the development of a solution that brings together in a single platform simplicity, cost-effectiveness and cutting-edge functionality.

Further evidence of the attractiveness of this opportunity is provided by the market gap analysis. Many online tools are available, but not many offer an all-in-one solution with inventory management, AI-powered decision-making, customer relationship management, marketing automation, and business analytics. The SMEs are looking for digital platforms that simplify and streamline their operations to deliver the maximum value to their business. The proposed venture is an immediate response to this demand because it alleviates the requirement for numerous uncoordinated software applications and makes digital business management easier.


[bookmark: _Toc503957999]Task 2: New Venture Concept (Design Thinking)
[bookmark: _Toc1575296455]2.0 Introduction 
This section follows the identification of the opportunity in the UK SME digital transformation market and uses design thinking as a guideline to develop an innovative venture concept. Design thinking is an approach that centres on the human and is used to understand the needs of the users, challenge assumptions and create feasible solutions through iterative learning (Brown, 2009). Design Thinking is a way of thinking that differs from the traditional methods of business planning, which tend to focus on technology and/or financial concerns, by positioning the user at the heart of the innovation process to ensure the solution is desirable and commercially viable. The Digital Business Assistant is a cloud-based platform that uses AI to help SMEs manage their stock and make predictions, automate marketing, improve customer service, and provide real-time business insights. The idea is to streamline digital transformation by combining several business functions into a single, cheap and easy-to-use platform. This section is based on the five stages of design thinking: empathise, define, ideate, prototype, and test. 
2.1. Empathise

Empathise is the first stage of the design thinking process, with the focus of the process on understanding the experiences, motivations and challenges of the users that they are considering before proposing solutions (Brown, 2009). Owners and managers of SMEs in the retail/e-commerce sector in the UK are the main users for the proposed venture. They may have limited financial resources, small staffs and lack of access to specialist digital skills. Therefore, they need practical and low-cost technologies that will make their daily business easier, not more complex. To gain insight into the users' needs, a representative persona was created, reflecting the difficulties outlined in Task 1.


	Attribute
	Details

	Name
	Sarah Johnson

	Age
	38

	Occupation
	Owner of an independent online clothing boutique

	Business Size
	8 employees

	Annual Revenue
	Approximately £650,000

	Digital Skills
	Moderate

	Objective
	To increase sales, decrease operating expenses, enhance customer satisfaction, and enter new markets online.

	Frustrations:
	 Attribute
	Details

	Name
	Sarah Johnson

	Age
	38

	Occupation
	Owner of an independent online clothing boutique

	Business Size
	8 employees

	Annual Revenue
	Approximately £650,000

	Digital Skills
	Moderate

	Objective
	To increase sales, decrease operating expenses, enhance customer satisfaction, and enter new markets online.

	Frustrations: 
	Multiple software systems, inaccurate inventory, limited time, costly subscriptions, and trouble interpreting sales data.

	Technology Use
	Shopify, Excel, Xero, Facebook and Instagram


Sarah is a typical SME owner running several aspects of the business at a time. She understands the power of digital technologies but is frustrated with software that is not integrated and that requires re-entering data. This means important time is wasted going through admin work instead of strategic business development.



	Category
	User Insights

	Says
	"I don't have time to manage five different software systems."

	Thinks
	"There must be a simpler way to run my business."

	Does: Manually checks sales reports, daily update of inventory, responds personally to customer enquiries.
	Manually checks sales reports, daily update of inventory, responds personally to customer enquiries

	Frustrated by technology, concerned by increasing competit retailers, and retailers, overwhelmed.
	


data.
	

	Technology Use
	Shopify, Excel, Xero, Facebook and Instagram


Sarah is a typical SME owner running several aspects of the business at a time. She understands the power of digital technologies but is frustrated with software that is not integrated and that requires re-entering data. This means important time is wasted going through admin work instead of strategic business development.
	Category
	User Insights

	[bookmark: _Int_oIXJBtMo]Says
	"I don't have time to manage five different software systems."

	Thinks
	"There must be a simpler way to run my business."

	Does:
	Manually checks sales reports, updates inventory daily, and responds personally to customer enquiries

	Feels
	Frustrated by technology, concerned by increasing competition from larger retailers, and overwhelmed.





During the empathy exercise, it becomes apparent that there are issues that the user has that go beyond just technology. Rather, they are associated with the complexity of handling a number of business functions with restricted resources. 
Users are looking for solutions that don't demand a large staff, offer actionable business insight, and carry out the necessary data analysis for informed decision-making without extensive technical knowledge. An optimised customer journey even more clearly shows potential for innovation.


	Stage
	Customer Experience
	Pain Point
	Opportunity

	Order Fulfilments
	Inefficient order and inventory management
	Inaccurate orders and delays
	AI-enhanced order fulfilment

	Marketing
	Manual campaign creation
	Time-intensive
	Automated AI marketing

	Customer Service
	Individual email responses
	Slow reply to times
	AI chatbot support

	Business Reporting
	Reliance on spreadsheets
	Challenging data analysis
	Real-time reporting dashboards



[bookmark: _Toc1105794912]2.2 Define 

The information collected in the Empathise phase shows that UK SMEs are struggling with using a range of digital tools to manage their inventory, customer service, marketing and business reporting. Many software solutions are costly, difficult to integrate, and require expertise that small businesses many times do not have. This means that business owners are wasting valuable time on administrative tasks rather than working towards building their business and improving customer relationships. 
From the results, a Point-of-View (POV) statement describing the core problem can be summarised as follows:
As business software is fragmented, expensive and does not effectively enable the day-to-day running of the business, it is crucial that UK SME owners need an affordable, easy-to-use, and integrated digital solution.
The following How Might We (HMW) question was formed to help guide the innovation process: What solutions can be developed to make the management of UK SMEs simpler, using an AI-driven platform to boost efficiency, cut costs, and enhance customer experience?

[bookmark: _Toc1461376011]2.3 Ideate 
The goal of the 'Ideate' stage is to brainstorm ideas for a chatbot, an automated inventory management system, a digital marketing assistant and a business analytics dashboard. Although every solution is useful on its own, having a combined solution as an integrated platform, which brings together all these functions in the same application, would be useful for SMEs.
The ideas were chosen, chosen as they performed best on all the criteria. It connects core business functions in a single platform, eliminating the need for a multitude of software subscriptions and ensuring a smooth user experience.
The proposed platform will have the following 4 key features:
AI inventory management for forecasting and streamlining stock. Automated marketing tools to create personalised email and social media campaigns. Automated support with an AI chatbot to answer customer queries round-the-clock. Real-time dashboard for business analytics with insights on sales, customer behaviour and business performance.
These features directly solve the problems that you uncovered in the empathise phase, making the day-to-day tasks easier and decision-making better. The integrated approach also contributes to cost savings, efficiency of operations and growth of business, which is more appealing for SMEs than buying various standalone applications.

[bookmark: _Toc1617189677]2.4 Prototype 
The prototype stage is where the chosen idea is developed into a workable prototype that can be demonstrated and tested with potential users. The proposed Minimum Viable Product (MVP) is an AI-enabled digital business assistant, which is a cloud-based platform which would assist SMEs in running their businesses from one integrated platform.
The MVP consists of four main features. The AI Inventory Manager keeps track of inventory levels, predicts future demand based on past sales trends, and alerts when items need to be restocked. This can prevent businesses from running out of stock or having excess inventory.
Secondly, there is an AI marketing assistant that automatically generates personalised email marketing and social media posts tailored to customer preferences and purchasing patterns. This allows SMEs to enhance customer engagement without having to be an expert marketer.
Third, there is an AI customer support chatbot available 24/7 to reply to common customer enquiries, supply details about products, and help with order tracking. This helps to improve the time taken to respond, improves the customer experience, and decreases the work for business owners.
.
Simplicity and usability have been key considerations in the design of the prototype. The user-friendly interface, intuitive navigation, and streamlined processes make it simple for users of all technical skill levels to get started. The MVP integrates various functions of a business under a single platform, decreasing the complexity of operations and software expenses and assisting the digital transformation of businesses in the UK

[bookmark: _Toc1266973494]2.5 Test and Refine 
The last step in the DT process is testing the Minimum Viable Product (MVP) with the target audience to check how well it works and what can be done to make it better. Practical requirements of SMEs must be considered, and user feedback will be needed to ensure that the platform meets these requirements before full market launch.
The prototype would be tested with a small group of 10-15 SME owners in the UK, working in the retail and e-commerce sectors. Participants would engage with the platform for four weeks and fill in questionnaires and semi-structured interviews to report their experiences. The feedback would be directed towards aspects such as usability, functionality, ease of use, and the value of the AI-powered features.
There would be several key performance indicators (KPIs) to measure the success of the MVP. These encompass customer response times, user satisfaction, time saved on daily administration and a decrease in inventory mistakes. Information on user engagement, like logins or feature usage, would also be useful in determining which features provide the most value.
The feedback gathered would be used to find out common problems and areas to improve. Users might ask for more reporting options, more integration with existing business software or a more personalised ons of the platform, using an iterative approach to development.
[bookmark: _Toc1956027904]Conclusion 
This portfolio saw a strong opportunity to help SMEs in the UK with their digital transformation by creating an AI-powered Digital Business Assistant. The study of opportunity analysis showed that there are many difficulties faced by the SMEs, such as fragmented software systems, limited digital capabilities, and rising customer expectations. Older solutions may not offer a cost-effective and integrated platform that addresses the needs of small businesses.
The Design Thinking framework helped to develop the venture from a user-centred perspective. The Empathise stage was used to identify the key challenges that SME owners face, and the Define and Ideate stages were used to create an innovative business concept out of these challenges. The prototype phase delivered a Minimum Viable Product (MVP) comprising inventory management, marketing automation, customer support and business analytics, all combined into a single cloud-based platform. Finally, the Test and Refine stage highlighted the importance of continuous user feedback to improve the platform and ensure it remains relevant to changing business needs.
In conclusion, the proposed venture is desirable, technically feasible, and commercially viable in the expanding digital solutions market for SMEs in the UK, given the availability of existing AI and cloud technologies. The platform could enhance business competitiveness and support sustainable economic growth by assisting SMEs to become more efficient and cost-effective and make informed business decisions. Future development efforts should be directed towards further capabilities of AI, system integration improvements, and user feedback to ensure continued success.
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