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Introduction

The purpose of this report is to identify a small-medium sized business enterprise (SME) and critically appraise their current strategic direction. This report will also outline a PESTLE analysis and undertake a stakeholder analysis. Furthermore, strategic growth choices for this organisation will be provided as well as key strategic recommendations for future developments.  

The European Commission (2020), defines an SME as an organisation that has less than 250 employees, with an annual turnover that does not exceed over £40 million and an annual balance sheet that does not exceed over £34 million. According to Day (2020, SMEs make up ninety-nine percent of the business population in the United Kingdom. The SME that has been identified for this organisation is called Dolce Desserts Ltd. 

Company Overview 

Dolce Desserts Ltd is an independent coffee and desserts lounge which was established in 2014 in Birmingham, West Midlands. The business has expanded rapidly and there are now currently three stores in total within the Birmingham area. The organisation provides an extremely wide range of desserts, hot drinks and cold drinks. This includes freshly baked Belgian liege waffles, American waffles, a wide range of different flavoured cookie doughs, an extensive range of mouth-watering cheesecakes and a unique blend of Italian roasted coffees. 

The aim of the brand is to provide a cosy and warm ambience alongside freshly made and delicious products. In addition to this, the business offers a takeaway and delivery service. The delivery service is available across three different platforms, which are; Uber Eats, Deliveroo and Just Eat. In addition to this, customers can also order online directly from the Dolce Desserts Website, which they can use to select an option for delivery or collection. 

Company Strategy 

The company strategy is to offer customer high end and high quality products at reasonable prices whilst achieving a good profit margin. Offering premium products helps Dolce Desserts differentiate from other dessert shops. They also aim to maintain loyal customers as well as attract new customers on a daily basis. The business has expanded rapidly in recent years with a second branch opening in Selly Oak in 2019 and a third branch opening in Sutton Coldfield in 2020. They focal point is to be the most luxurious and high end dessert shop in Birmingham and they pride themselves in providing an extremely fast service both in house and with deliveries. Some of their success is down to providing significantly high customer service levels, top quality products and a very speedy delivery service. The business has put in an intense amount of efforts to ensure that the speed of operations is high and these efforts will be outlined in this report. They have also improved their brand image significantly by providing branded disposable items for their takeaway deliveries, such as branded cups and branded bags. The branded items also include Dolce wafer discs which are used to decorate the desserts. These wafer discs give the desserts a very personalised feel and make the dessert look more refined. According to Cartmell (2016), branding the food packaging can help earn loyalty and it can help decrease the further marketing expenses. The good food packaging that the business uses also ensures good maintenance and transportation of products when the food is being sent on deliveries. Furthermore, staff are provided with branded uniform such as t-shirts and caps which gives the staff a very professional and cohesive image. The branded uniform helps provide employees with a sense of pride and it also helps employees become brand advocates when they are commuting to and from work. Branded uniform also helps set a good impression with customers and it helps create a visual impression which is extremely important. Customers are also able to easily identify the staff when they need assistance which is another benefit. Branded uniform also helps encourage teamwork as well as help them feel more as part of a team. 

In recent years the dessert industry has become extremely competitive and has experienced a major economic boost. According to a report in the Birmingham Mail, the competition for dessert shops in Birmingham is fierce and people are travelling from outside of Birmingham in order to visit the dessert shops and this is down to the younger generation dominating the market as the enjoy going to the dessert parlours to socialise and they have an increased disposable income; Flash (2019). Therefore the dessert industry is expected to grow bigger than ever and this would be due to an increase in product offerings as well as an increase in consumer demand. 

External Analysis - There are two analysis’ that will be undertaken for this report, a PESTLE analysis to examine the macroenvironmental factors and a SWOT analysis to analyse the microenvironmental factors. These tools can also be used to take advantage of everything the business currently has to offer. A VRIO evaluation will be done to help identify any valuable assets or resources that Dolce desserts might have in order to give it the competitive advantage.


Microenvironmental factors 

The microenvironment refers to the collection of all the forces that are close to the business/organization itself. These forces are in direct contact with the business/organization and affects the day to day routine and activities of it. These forces are what drive the business daily and need to kept in tight check. A problem with one of the factors could have knock on effects in the business and are ultimately deciding factors in whether a business will be successful or not. If these forces are not routinely checked and ensured that they are functioning smoothly it will ultimately affect the business. The microenvironment can be controlled to certain degree, key factors for example are having good reliable staff that are honest and dependable as well as reliable suppliers who will deliver quality items at reasonable prices, will make the difference between an efficient and effective business. It is vital that the operation is run like clockwork to ensure a smooth operation. Other factors such as having good shareholders and people that are willing to invest are also major contributories to the success or failure of a business or enterprise.  
[bookmark: Definition]


Key forces in the Microenvironment
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· Suppliers provide inputs to the business such as equipment, raw materials, printing and packaging.

· Competitors are the rival firms that will compete for market share as well as the resources available in that industry.


· Consumers / Customers are the ones that purchase the goods or services for their own consumption. Some would consider them as the most important factor in business.

· Media / marketing is the amount of exposure that a business has in order to promote itself, product or service.


· Employees are the backbone of the business and it is important to keep them motivated and working at optimum level.

· Shareholders / Investors – the business itself is an aggregate of a number of elements, such as investors, shareholders, owners, board of directors.


Macroenvironment factors 

The general environment in the economy that effects the performance, decision making, working and strategy of all businesses in that market are known as the macro Environment. Its nature can be dynamic as well as volatile as it keeps on changing. It is compiled of those forces that are not in control of the business or its management. It mainly consists of groups, agencies and organizations that the business has to deal with in the course of its operations.

Key forces in the Macro Environment
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By analysing the Macro Environment, we can identify the key events and trends within each segment and understand how they relate to each other. If you are able to identify and understand these key trends that have such a big impact, then it is possible to forecast the future direction of these trends.  
PESTLE Analysis

CIPD (2020) describes a PESTLE analysis as a framework that is used to analyse a number of factors that influence an organisation, these factors are political, economic, sociological, technological, legal and environmental. A pestle analysis is extremely important because it can help senior managers make strategic decisions. Th pestle tool is used to help businesses scan their marketing environment which is divided into three parts. Jobber & Chadwick (2013) defined these three parts as Micro, Macro and Internal. Every Organization is a part of the business environment, within which it functions. Businesses cannot function in isolation as they have to make themselves part of the market which involves factors that will either closely or distantly affect them. The microenvironment concerns the working of the particular business itself whilst the macroenvironment relates to all the businesses operating in that market as well as the economy in general. It is important for business people to know their business environment, so that they can understand the effect various forces will have on their business. The microenvironmental factors of the business are controllable to some extent, but the macroeconomic variables are totally uncontrollable. A pestle analysis is used to audit these six external forces that concern the macroenvironment. 


Political – political factors include Political stability; Tax policy; Trade restrictions and Environmental regulations.

Dolce desserts are based in the UK, which is politically very stable and has rather fair taxation policies when it comes to SME businesses. The major concern for them is the unresolved Brexit issue, which has been swept aside and no longer makes the headlines. Dolce desserts do have a long-term plan to eventually move into the European markets and offer franchises in Europe. But with the Corona Virus being the main the topic of the day and the most important issue at the moment. They will have to wait until there is a Brexit deal in place before they can come to any decisions.

Economical – Economic factors include economic growth or decline; interest rates; Inflation; Exchange rates; Working hours and Minimum wage; Cost of Living.

The greatest economic factor that is likely to affect Dolce desserts is the upcoming predicted Recession. According to a report by Esme (2020), one of the primary impacts of a recession is making less money and other factors include the fact that lending becomes more difficult, there is decrease in the demand for products and services and a potential reduction in the quality of products or services. The Corona pandemic is has having devastating effects on the economy in whole. A lot of people of people have already become unemployed and many more are also insecure in their jobs. Because Dolce desserts is a premium range, it could be affected severely if people either can’t afford luxury items or if they chose to switch to a cheaper brand. This can be countered by introducing a “saver” discounted menu or increasing existing special offers. 
 
Sociological - These factors include Cultural habits, expectations and norms; Population age and growth rates; Health Consciousness as well as Social and Recreational habits.

Dolce desserts operates in Birmingham UK, which is a very large culturally diverse metropolitan city. The flagship store is based in the city centre, which was a hub for entertainment, dining and socialising. Before the Corona virus, they were thriving with their sit-in trade. But with the current situation, they can only offer a take away or delivery service.
In the short future they intend to launch a click and collect service which will enable customers to receive a faster more streamlined service.   

Technological – factors include new technologies that are continually emerging; the speed and rate at which they are emerging.

Dolce desserts need to focus on its online marketing as well as visibility and exposure that it is getting. Because in the current situation of Corona virus, most people are choosing to stay at home and have their food delivered. The majority of this type of ordering is done online through companies like Ubereats, Justeat and Deliveroo. Dolce desserts needs to be involved with every single medium at the moment and concentrate on getting good reviews as most people will read the reviews before making up their minds. They also have to maintain their own website and mobile app and make sure they are getting enough exposure online. 
In the long-term plan, the future of delivery is such that, it will be done drones rather than humans.

Legal – changes to Laws and Legislation; Importing and Exporting laws; access to Materials and Resources and Taxation

The UK already has very tight and stringent health and safety laws when it comes food and drink. Health inspectors make regular surprise visits to carry out inspections randomly. There is already legislation in place to stop people congregating either at home or any type of restaurant or café. Certainly, in the future, there will be new laws will be passed to stop the spread of infectious diseases. Dolce desserts have already put in place a very vigorous and stringent cleaning policy as well social distancing measures.

Environmental – these factors include Global warming; Plastic waste management; Ethical sourcing and sustainable resources.

Because Dolce desserts is in the coffee trade which has always been a hot topic in the ethically sourced products debate. They are making great efforts to ensure that their coffee beans are ethically sourced. Although their style is Italian, a lot of their coffee beans are still sourced from south America. They are also making sure that their packaging, cups, straws and lids are sourced from sustainable and recyclable products. One great change they made recently was to introduce paper straws in line with the example of the major players like McDonalds, who also sell coffee and milkshakes.  

By analysing these factors, businesses can gain insights into the external influences that will affect their business strategies and business decisions. It allows management to speculate on the future of what might be coming to their industries as well as assess any risks specific to them. The PESTLE tool is very essential to any forward and future planning and the scanning of external factors is something that should be done regularly. 
 

SWOT Analysis 

A SWOT analysis is a tool that is used to analyse four aspects of a business, these are; strengths, weaknesses, opportunities and threats. The tool is extremely useful as it can help a business to make decisions on their strategy; Mind Tools (2020).  According to Parsons (2018), the tool is extremely powerful, the strengths and weaknesses focus on the internal factors, whereas the opportunities and threats focus on the external factors. 

Strengths - The business has a very strong brand image and a strong presence within Birmingham. They are well recognised for their premium products and the quality of their food, drinks and customer service. The business is continuing to grow and the business offers consistently standardised products. They have the advantage of bulk buying from the wholesalers as well as buying in larger quantities other items for the purposes of marketing. They also have a good online presence and routinely spend money on online marketing campaigns. They are constantly reviewing all modes and mediums to increase their delivery business and are already signed with the major delivery chains such as Ubereats and Justeat.
They also have an excellent training and recruiting programme that helps to ensure that they get reliable staff that are enthusiastic about their jobs as well as being well trained to carry out their duties to the best of their abilities. There are regular staff meetings and appraisals in which staff have the chance to express anything they are not happy about as well as give feedback as to how the service can be improved.

Weaknesses - One weaknesses that the business has is that their products are slightly more expensive in comparison to other dessert shops within Birmingham. This reduces the affordability for some consumers. Another weakness is that the products are very easy to replicate, therefore competitors are able to imitate the same business model. Signing up to the delivery platforms is also relatively easy for other competitors to do, therefore Dolce Desserts need to ensure they can offer something like the most fastest delivery service in order to overcome their competitors and stand out within the market. The global pandemic has affected the in house trade for dolce Desserts significantly, therefore they have to encourage customers to order via online platforms or opt for takeaway collections. Another weakness that the business has is they do not offer their customers a loyalty or rewards program. A loyalty program is extremely important as they can help increase customer retention and it is also used as a cheaper method of marketing to existing customers. 

Opportunities - The business needs to diversify their operations further, by offering more innovative products, such as a Vegan range to target vegan customers or a gluten free range to target gluten-free customers. Another example of an opportunity available for Dolce Desserts is to offer a cold coffee range as they do not currently have this on their menu. This would consist of offering Frappuccino’s and cold iced coffee products. The cold coffee range would be extremely popular in the summer as consumers prefer to have cold drinks over hot drinks. This will help the business boost their coffee-based drinks in the summer. Another example of diversifying the menu is to offer something that is unique within the market, for example coffee flavoured ice cubes is a niche product which would go extremely well in a cold drink as well as enhance its flavours. Customers are always looking to try the latest and unique products, which is why it is extremely important for Dolce Desserts to continue to innovate their menu. Dolce Desserts needs to also consider expanding nationwide and enter a new market. An example of this would be to open branches in London. With London being the tourist hub and capital of England, independent businesses thrive in this environment despite there being national food outlets present within the city. This will help provide the business with a great opportunity to expand further and grow a stronger presence within the Country. Another opportunity for Dolce Desserts to help strengthen their business is to offer holiday menus. For example, offering Christmas speciality drinks like big corporations such as Starbucks and Costa do will help attract more consumers and provide the business with more competitive edge. Dolce Desserts needs to promote their pick-up and deliveries significantly more during times such as a pandemic and this is because the inhouse trade is affected so significantly during these times. Therefore, they must make sure that they strengthen their online channels as much as possible and this can be done by investing more into promotion on social media channels. They can also do this by putting offers on their delivery platforms, such as receive a free item when a customer spends a certain amount of money. 

Threats - Consumers turning more towards healthy eating could also pose as a threat for the business as the business does not currently offer any healthy products. Therefore individuals that are more health conscious and aware of issues such as diabetes/obesity would not be willing to spend money in the store. This is a factor that dolce Desserts must take into consideration in order to be able to target the health conscious market. At the same time the market for boutique and artisan coffee houses is expanding. One of the main threats that dolce deserts faces is the threat from competition. Dolce desserts have had great success strategically placing its outlets near universities, because students were identified as the target market and the people most willing to pay for an artisan coffee and dessert. Other companies have now recognised this successful strategy and there have been new shops opened in the same vicinity as Dolce desserts. 

Stakeholder analysis
[image: Power Interest Grid Example Graphic by ProductPlan]
A stakeholder analysis is the process of identifying the key people (stakeholders) in the project and their levels of participation, influence and interest in the projects. Once this has been established, it is then easy to determine how best to involve them. This will help to resolve any conflicts before they surface and will give everyone a clear picture of what is expected of them. There are four levels on the chart.

1. High power, high interest: these are the key players and most important stakeholders such as owners of the company or managing directors. They need to be kept informed of everything at all times. 
2. High power, low interest: these could include large shareholders or silent partners in the business. These are people who mostly have a financial stake in the business but not in the day to day running.
3. Low power, high interest: the majority of these people include staff with in the business who rely on the business to keep them employed but do not really have a say in how things are done. Often very important to the business.
4. Low power, low interest: these would include small shareholders in big businesses who only occasionally need to be informed about the business.



VRIO analysis 
	

[image: ]

A VRIO analysis is a technique in which the evaluation of a business or enterprise’s resources and competitive advantage can be measured or evaluated. It is an internal analysis and is used to identify capabilities and resources in a company. once these have been identified, a strategic long-term plan can be put into place to keep a marketing edge over the competition. 

VRIO is an initialism for the evaluation dimensions – Valuable; Rare; Inimitable; Organised 

Valuable – can the resource or capability counter a threat in the market or exploit an opportunity? If it cannot do either of these things, then it can be considered a weakness.
Some of the common examples of opportunities that companies could exploit are:

· Economic climate
· Cultural change
· Technological change
· Legal and political conditions 
.
Some common examples of threats that the resource or capability could mitigate:

· Threat of rivalry
· Threat of buyers
· Threat of substitutes 
· Threat of suppliers 

The aim of this objective is to either increase revenue or decrease costs and if exploited or mitigated properly, both objectives can be reached.
.
Dolce desserts should take advantage of the cultural change that is occurring right not, in the way that people are ordering and receiving their dessert take-aways. With more people choosing to stay at home and order in, they need to ensure that their delivery service is streamlined and always on time. Also, the economic climate is changing, customers will soon become les keen to spend on luxury items as the recession warms up and supplies start to run short.
 
Rarity – does the business / enterprise have a rare or valuable resource or capability? Rare and valuable resources can also include specialist employees or a motivated work force that shares the same vision as the management and are just as keen to be successful.

Dolce desserts have a committed and driven work force, who are routinely trained and inspected for their presentation and customer service skills. there are monthly staff meetings at every store and appraisals are done every three months.   

Inimitable – is the product or service re-creatable? Can it be imitated at lower cost? Is there a better version available? 

Although coffee and desserts are very easily imitated and there is a vast amount of choices available, Dolce desserts believe they have superior recipes and a unique presentation style that sets them apart from the competition.

Organised – at this stage the analyst has compiled enough information to be able to put into place procedures that will continue to give the company a sustained competitive advantage. 

It is essential for Dolce desserts to be well organised and is one of the fundamentals of a successful business. Without the correct organization, even businesses / enterprises with rare and costly to imitate products can suffer from competitive disadvantage.

Recommendations

There are a number of recommendations that have been highlighted below in order for Dolce desserts to implement into their strategy, improve their business operations and gain more competitive edge. 

· Central storage location - The first recommendation would be to find a central storage location for the business. The threat of not having any supplies is very real as people are now in the habit of stock-piling in case there is a lockdown. Having a storage facility will enable Dolce desserts to stock up on items that it uses the most, just in case of a shortage and then the prices going up.

· Diversifying the menu - Offering a vegan range and offering a healthy range. According to Clarkson (2014), offering a vegan-based menu can help provide a business with competitive edge. A report in The Guardian stated that in 2013, the meat-free market hit a record of £625 million in sales and this was estimated to rise further moving forward. Research conducted by the Vegan Society found that the number of vegans quadrupled between 2014 and 2019, therefore it is imperative that Dolce Desserts capture this market and offer them tasty products.

· Offering franchise opportunities – because Dolce desserts are now an established and recognised brand and have the advantages of mass marketing as well discounted bulk buying on stock as well as marketing supplies, the management wish to focus on opening as many new franchises as possible.  

· Introducing a loyalty program can be used as a customer retention strategy. According to Miller (2020), a customer loyalty program can help the business communicate better with customers, attract new customers and maintain existing customers. A strong and influential loyalty program can also help increase consumer spend by encouraging them to buy more products. 

· Using Social media influencers to promote the business – social media outlets are where people like to share what they have been doing or where they have been with everyone else. Using social media influencers might just help to attract customers from further out as they might like to visit the places that are popular with influencers. Research conducted by Dukart (2020), showed that 97% of marketers are using social media to market their business and the importance of using this method cannot be overstated. Dukart (2020) also states that the benefits go far beyond than increasing sales, some of these benefits include growing traffic towards the business and increasing band awareness. 




Conclusion

Dolce Desserts is an established organisation with an effective and efficient business plan. The SME has developed considerably over the last few years and is looking to grow further in the very near future. The business has focused considerably on their brand image and they have managed to develop an extremely strong presence within a competitive market.
They need to continue to use micro and macro environmental scanning tools to constantly evaluate the condition and health of the market. Tools like pestle, swot and vrio help to understand the general condition and health of the business too. It is important to understand all the factors that may affect your business in order to keep a competitive edge and a marketing advantage. The scanning tools are also necessary to keep up with the latest consumer demands and needs which is the forefront of the hospitality business. It is essential to keep using these tools to understand the nature and direction of the business.   
“Good decision making is essential in business and does not happen by accident” (Lilien et al., 2014)

The two main factors that will determine and measure the success of the business are 

· The on-going Covid-19 pandemic

The on-going Covid-19 pandemic is having disastrous affects across the globe and is affecting all businesses and enterprises. There will certainly be new laws and regulation coming in to place try and prevent further spread of the infection. Food outlets will certainly be affected as they are most vulnerable to the spread of germs and infections. The pandemic has also changed the way we do business, with social distancing and hygiene at the forefront. 

· The unresolved Brexit issues

Brexit still has not been resolved and a deal to leave Europe has not been reached. This has left many businesses in a state of uncertainty. Dolce desserts have long term plans to open franchises in Europe. It has good business model which could be more successful in Europe as there are more coffee drinkers there. The Italians spend the most on coffee in the whole of Europe. “Italians consume 14 billion expressos a year and account for 3.7 kilograms per head. Coffee bars sell on average of 230 cups of coffee a day” (Italiana,2012). Other factors from Brexit might include, less students coming from Europe to study in the UK. Students are not only the main customers for Dolce desserts, but also a recruiting stream. Students also happen to make prime candidates for jobs with dolce desserts as they fit the company profile of young and trendy.  
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