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[bookmark: _Toc238035506]Introduction

The rise of ecommerce and consumer shopping trends has carried over to the business world, and digital transformation has made an impact in the UK. The use of digital technology, online shopping, digital payment, communications and customer-customised service delivery are key in the competitive environment of a digital marketplace, whereby the involvement of small and medium enterprises (SMEs) is significant. Businesses that previously communicated with customers in person have had to shift their approach to online and digital communications to meet customers' new expectations, and cloud-based collaboration tools such as artificial intelligence (AI). There are lots of opportunities for entrepreneurs to offer new models of business to the market which respond to new and emerging market needs and provide them an enduring competitive advantage (Hinrix et al., 2024). Technological enablers such as AI, predictive analytics, and digital platforms and intelligent logistics systems are essential tools for promoting operational efficiency, human interaction, and organisational sustainability over the long term.
Design Thinking can be used in an effective framework to understand customer needs and convert innovative ideas into a valid business plan. When integrated with other innovative concepts such as digital transformation, AI in the business environment, and entrepreneurial agility, Design Thinking can be used to help plan a customer-centric enterprise that can navigate the ever-changing business world (Sharma et al., 2024). Through this report, Design Thinking was applied to identify areas for opportunity in relation to the digital economy in the UK, and to recommend an AI-fuelled hyperlocal delivery and digital commerce service, which would allow SMEs to optimise their delivery process and utilise this to improve how they engage with their customers in the digital world, creating better competitive prospects for them.
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[bookmark: _Toc238035508]Understanding the UK Digital Commerce Landscape

The rise of digital commerce has created numerous possibilities for new business entrepreneurs to expand and start up their businesses in the United Kingdom. Digitalisation of business and online shopping are becoming the norm, and SMEs are growing increasingly dependent on technology to capture the market. Design thinking is limited to the beginning, with a focus on learning about users and not technology (Chrisben et al., 2025). The entrepreneurial journey begins by studying what customers are doing, what is working, and what is not, instead of with a product or technology. It is a customer-first approach that encourages companies to create new innovations that serve businesses in the long term and add value to customers. Design Thinking is a practical way of defining commercial opportunities that can create business impact within a feasible timeframe and within the financial limitations of SMEs in the UK, where financial resources and technical know-how are usually limited.

[bookmark: _Toc238035509]Opportunity Area 1: AI-Powered Digital Commerce Platforms

The integrated digital commerce platforms, which are specially developed for SMEs, are one of the areas in which the opportunity is considerable. For many independent retailers, this is the problem: getting it all working, one thing at a time, in one neat package at a reasonable price and with a minimum amount of effort. Current commercial solutions are often expensive and involve hard-to-use, ad hoc software that incurs high operating expenses. Consequently, many SMEs remain tied to a myriad of different applications, none of which are integrated, leading to inefficiency and impacting business performance. AI-powered integrated commerce platforms solve these issues by streamlining day-to-day processes and enhancing productivity and customer satisfaction. AI-driven markets of the digital world facilitate intelligent automation and consequently, improve customer experiences and inform business decisions. Likewise, Zhang (2024) states that AI can now help SMEs replace repetitive processes, optimise resources and provide better customer service without needing a lot of technological proficiency. There is a huge potential for entrepreneurship in the UK digital economy in this arena of cheap, affordable, integrated platforms.

[bookmark: _Toc238035510]Opportunity Area 2: AI-Driven Digital Marketing and Social Commerce

Another large opportunity is in digital marketing AI services. Today's modern shopper demands a very personal shopping experience, product recommendations and seamless shopping experiences across digital platforms. But there are many SMEs that do not have the money and expertise to compete with larger retailers who can have sophisticated marketing. That is why entrepreneurs can eventually create promotional platforms with artificial intelligence (AI) that can study consumer behaviour, customise promotions, and increase the effectiveness of advertising initiatives across multiple online platforms. In their study, Sodiya et al. (2024) showed that personalisation, powered by AI, can improve customer interaction by presenting tailored digital material in line with their unique customer preferences. Marketing strategies based on algorithms, using a mix of personalisation, digital platforms and performance analytics, are helpful to improve communication with customers or users, and increase the effectiveness of marketing communication strategies (Gujar, 2023). This is also made possible by the development of social commerce, which nowadays is influencing consumers' product buying journey via social and influencer marketing.
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Figure 1: AI-Driven Digital Marketing and Social Commerce
(Source: Self-Developed)
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There are also several other potential start-up concepts that are emerging from the e-commerce boom, including hyperlocal delivery models and innovation in the supply chain. Customers' expectations are increasing, with speed, reliability and transparency on performance as a focus, and it is besetting the logistics sector and independent stores. Small businesses might discover that they cannot participate in a superior delivery system or have higher shipping costs than they could have with a bigger business. The logistics platforms mentioned above, which are based on artificial intelligence, offer solutions related to intelligent route optimisation, predictive demand forecasting and automated delivery scheduling. Frikha (2026) states that AI has the ability to improve the sustainability of logistics in different ways, including fuel optimisation, optimal route selection, logistics efficiency in delivery, and more. Likewise, Kalinin et al. (2025) have concluded that the logistics network is becoming more data-based, evolving from analogue to digital and that businesses have to move towards digital technologies to make various decisions across the supply chain. These developments bring the possibility for innovative projects that can benefit consumers and for SMEs to increase access to products and services and to reduce operational costs while using AI and hyperlocal delivery systems.

[bookmark: _Toc238035512]User Pain Points and Market Gaps

A key component of problem-solving in a DT process is knowledge about user pain points; they form the backbone of DT because the very essence of innovation is the actual solving of customers' problems. Independent retailers may find that their technology systems aren't working cohesively or that they don't have the tech-savvy personnel needed; they may also need to pay high rates to operate and maintain the system they have, and they are expecting their customers to have an easy and seamless online experience (Zhang, 2024). The gap in SME's software needs and their budgets: many SMEs have features that their businesses would benefit from but do not have the budget for enterprise-level solutions. Customers too face haphazard delivery services and short availability of local products, and disjointed buying journeys on various digital channels. These challenges expose clear market shortcomings that do not easily fit into the existing solutions. The Design Thinking process starts by conducting first-hand research with the user through interaction, interviews, guidelines and customer journey mapping before coming up with a solution.

[bookmark: _Toc238035513]Technological Enablers, Scalability and Sustainability

Technological innovations and advances are still an ever-increasing source of entrepreneurial innovation opportunities. Cloud-based intelligent automation and machine learning, artificial intelligence, and predictive analytics assist SMEs to become more efficient without big investments. During an uncertain market, predictive analytics plays a vital role in boosting the organisation's resilience by aiding demand forecasting, analysis of purchasing trends and making proactive decisions (Afolabi, 2025). In addition, Keehinde points out that today, AI is viewed as a potent instrument that can support intelligent business decision-making processes in all large enterprises. Adi et al. (2026) also claim smart technologies will have a positive impact on resource efficiency, organisational performance and sustainability of an SME in the process of digital transformation. 
The era of large databases which are hard to manage with internal resources, and particularly staff who have IT knowledge, is over. They also offer businesses scalability, which is what businesses will need as they grow, but would not necessarily have to go on the road looking for experts to handle their IT needs. Recurring income models can be established with subscription-based models, and AI can constantly improve and learn from data from customers and machine learning algorithms. In addition, they contribute to addressing the environmental protection challenge by reducing unnecessary transportation, optimising delivery and making effective use of resources for digital business models. In conclusion, Mondal et al. (2024) show how AI enhances climate resilience and digital inclusion by enabling increased operational efficiency, providing the keys to AI-powered digital commerce businesses to deliver their trilogy of economic, environmental and social value, while meeting the evolving demands of their customers in the UK marketplace.

[bookmark: _Toc238035514]Task 2: Applying the Five Stages of Design Thinking to Develop a New Venture Concept

[bookmark: _Toc238035515]Overview of the Proposed Venture

The proposed venture will be an AI-powered hyperlocal delivery and digital commerce platform optimised for UK SMEs. It integrates all the components of e-commerce management, AI-powered customer insights, digital payments, inventory management and route optimisation, and hyperlocal delivery, in one comprehensive cloud-based application. Unlike current disjointed systems, retailers are allowed to manage their complete online activity from one location, and their clients enjoy a smooth shopping experience (Chrisben et al., 2025). The process takes place in five stages of Design Thinking to make sure that the solution is being developed by considering users' actual needs, not technology assumptions. These guarantees continued stakeholder engagement, repeated learning and continuous innovation based on evidence, and introduces a higher probability of commercialisation in the future.

[bookmark: _Toc238035516]Empathise

The empathise stage is to understand what people experience, expect and find frustrating about the problem affecting their person. They will be independent retailers, small digital commerce companies, consumers in rural areas, delivery companies and farmers who will need easy and affordable digital commerce solutions. Independent retailers are unlikely to have the financial means to acquire enterprise software but are still increasingly pressured to go head-to-head with national and international online retailers (Cerruti and Valeri, 2022). There are also a few issues faced by customers while shopping from local stores. There are small retailers who have limited online presence, limited delivery services, and delivery platforms which they are not aware of, or which would not routinely process delivery. It can be difficult for many of the small retailers to be visible online, may not be delivered as often as desired, may be out of date with an ordering system, so this may not be an incentive for repeat deliveries. Rural citizens may also have limited supply and delivery time, and higher transportation costs as compared to urban citizens. 
Observing purchasing behaviour, empathy research via customer interviews, and Internet surveys are examples of empathy research. In particular, the Customer Journey Map can have great value, as it visualises all touchpoints between Customer and Customer Service that have been missed so far, which can now be optimised and innovated (Ganegama, 2025). They immerse them in a setting where they might encounter growing technological complexity, as part of their very own consumer experiences. They take the experience of consumers, and then they can introduce solutions which aim to solve consumers' problems rather than adding unnecessarily to technological complexity.
AI research for digital transformation also reveals that for SMEs to put it into practice, it needs practical solutions to boost productivity and avoid taking on a high level of technical competency. AI applications have advantages for resource-constrained organisations as they streamline the process of completing industry tasks, are involved in customers' decision-making processes, and improve customer relations, particularly when it comes to repetitive tasks in the business world (Hinrix et al., 2024; Zhang, 2024). The ability to be entrepreneurial and adapt to changes is vital, as markets are dynamic and evolving and need to quickly respond to technological innovations or changes in consumer behaviour (Chrisben et al., 2025). Proposed venture empathy understanding phase before formatting problem definition.
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Figure 2: Five Stages of Design Thinking
(Source: Self-Developed)
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Transforming the insights from the user into a precisely evaluated problem statement that will drive the next stage of innovation comes in the define stage. The empathy-provenience data paints a picture of an overstated business process with a lack of an integrated digital commerce solution that would create a more streamlined business for SMEs, while improving the customer experience (Hinrix et al., 2024). Existing products tend to be expensive in general and frequently packaged as software, and beyond the capabilities of smaller companies based on the level of technology required. Among other expectations is quicker delivery, personalised recommendations and online purchases are also failing with many independent retailers.
As a result, the central problem statement can be summarised as follows: SMEs in the UK lack digital commerce solutions that are not only efficient for managing their online sales and customer engagement but are also hyper-local in their reach and affordable in terms of costs and simplicity for businesses lacking technology proficiency (Cerruti and Valeri, 2022). Human-shaped competition, inefficiency in operations and customer loyalty are major issues here, yet an innovation opportunity in an entrepreneurial sense.
The wider market conditions that might impact the viability of the venture are also considered in the define stage. The digital economy is continually changing retail processes, customer and supply chain interactions across various sectors. As mentioned in the above study by Sharma et al. (2024), the diffusion and adoption of next-generation digital technology become increasingly important to the competitive performance of organisations and innovation performance. Similarly, Zhang (2024) suggests that AI can help SMEs boost operational efficiency and alleviate resource limitations by automating certain tasks and providing intelligent insights. The developments achieved so far demonstrate the need for solutions designed to take the usability aspects of the solution into consideration, as well as the technological complexity and the cost of the solution.
Predictive analytics and AI-powered recommendations are another desirable trend that has been growing for market analysis, allowing businesses to create more personalised customer experiences. The personalisation function of AI can deliver better customer experiences by sending hyper-relevant products, dynamically optimised promotions, and providing a more sensitive e-commerce customer journey based on customer preferences (Sodiya et al., 2024). Predictive analytics also improves business resilience by predictive demand generation, uncovering buying patterns, and helping businesses to make proactive decisions in case of an uncertain market (Afolabi, 2025). So, the problem that needs to be solved is not only about the adoption of technology, but to create a usable Digital ecosystem to support the growth of Sustainable SMEs.
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Ideation is intended to be a phase where innovation is not yet constrained by monetary and/or technological considerations. Based on the user insights and problem statement, various alternative concepts were developed to deal with the identified problem. These could be concepts like AI-powered stock management software, digital marketing automation software, intelligent customer relationship management systems, together with distributed hyperlocal distribution systems and integrated digital commerce systems (Zhang, 2024). With a more accurate assessment of the value provided to the customer and layering in scalability and commercialisation, it turns into the plan most tempting to entrepreneurs to get on board the integrated AI-powered hyperlocal delivery and digital commerce bundle.
The platform that is proposed covers all the functions in digital form in a single application. Retailers will be able to establish their online stores, inventory their products, take safe online transactions, as well as track orders and organise delivery from a single place. AI also performs pattern recognition to deliver individualised product recommendations to customers, predictions on sales volume, and automates promotional campaigns (Frikha, 2026). Businesses can utilise the machine learning algorithms to detect and forecast peak buying periods, which optimises the goods or services available in their stock and minimises stock shortage. Predictive analytics can also enable a more accurate projection of future customer needs and recommend price changes as needs change.
A smart product suggestion engine, digital invoice and delivery tracking boost the customer-buying journey. AI-generated delivery route optimisation minimises distance, promotes efficient fuel use and ensures delivery reliability for delivery partners. The incorporation of the marketplace technology also means that independent, local businesses can be more easily discovered online, making it easier for people to find local businesses in their area. Cerruti and Valeri (2022) agree that AI-based marketplace platforms are options that streamline or automate contracts and improve operational efficiency, using intelligent digital solutions. Additionally, Frikha (2026) highlights the importance of AI's contribution to sustainable logistics, analysing routes and making sure resources are used efficiently.
Yet another vital aspect of the suggested platform is marketing capabilities. AI automatically reviews customer interactions across digital channels and can create a targeted promotional campaign based on this information to enhance the acquisition and retention of customers. Digital marketing innovation can increase the level of engagement with customers and reduce the amount of promotion in a business and has potential in enhancing a business's competitiveness (Durand, 2025). Moreover, personalised marketing strategies can boost the effectiveness of marketing campaigns, as they can supply the correct content to customers based on their preferences and tastes (Gujar, 2023). Retailers can integrate social commerce by directly interacting with customers on social platforms where customers' buying behaviour and engagement online is fostered. In concert, these attributes create a new digital workspace that can serve to enable sustainable growth of SMEs and address some of the key issues that arose in the empathy and define stages.

[bookmark: _Toc238035519]Prototype

Prototype takes the selected idea and evolves it into a viable and de-risked valuable solution that can be taken out to trial in business environments. The planned project will be a minimum viable product (MVP) with just the necessary functionalities to address the problems found, but not a fully developed commercial product (Xu, 2025). This reduces development costs, enables fast learning, reduces the risk for an entrepreneur and ensures that the suggestions of customers have a role in enhancing the business's evolution. The MVP will be a cloud-based web application and mobile platform that enables SMEs to create digital storefronts, monitor stock levels, enabled by an online payment processor and help them coordinate hyperlocal deliveries via a single system.
A.I will be implemented into the MVP in a built-for-purpose way to not be a superfluous machine. Use machine learning algorithms that study consumer buying trends to suggest items, foresee demand and determine new buying behaviours. These insights will be fed back to retailers with sales volume data, customer behaviour data and inventory data through the store insights dashboard (Xu, 2025). Delivering partners can use the routing solution optimised by AI to optimise delivery route distances, simplify delivery plans and reduce costs. A user-friendly mobile website will allow consumers to find the retailers that offer a product, be able to buy that product and have detailed real-time information of each purchase made, including any associated recommendations. Unique design that eliminates any need for separate software packages and enhances the uniformity of the customer experience for SMEs.
The prototype will also feature individual promotional tools for digital marketing, which will be connected to the power supply to launch personalised promotions depending on the consumers' purchases. Predictive Analytics will give an idea to businesses on what advertisements they need to buy, who to advertise to and when to advertise. All these channels assist in better customer acquisition, retention and minimise manual marketing efforts. The process of creating digital marketing innovations has a positive impact on customer acquisition and retention for businesses, and consequently on customer relations (Durand 2025). Likewise, Ahamed (2025) states that digital marketing technologies have become a vital tool for businesses that are working in a competitive digital landscape as they improve communication, visibility and customer engagement.
In addition, the prototype will also be accompanied by sustainability concepts. Through intelligent route optimisation, however, it is possible to cut out unnecessary fuel consumption and shorten delivery routes, even though there are more customers - or even if several orders can be bundled up for one delivery vehicle. Advances in digital monitoring of inventories enable retailers to more accurately anticipate customer demand and manage the quantity of product they stock to minimise waste. AI can advance ecological sustainability by optimising resource usage and fostering resilience in line with the changing climate by assisting in making operational decisions, as demonstrated by the authors of Mondal et al. (2024). Furthermore, Adi et al. (2026) draw similar conclusions that the application of smart technologies positively impacts organisational performance in addition to using the resources in a more sustainable way, particularly in SMEs, thus opening the door to more sustainable digital transformation.

[bookmark: _Toc238035520]Test

The final stage of the DT process is to look for any feedback that the prototype meets the user needs and that it is possible to design further for those that it does not. Through pilot initiatives which will be carefully designed in communities, whose scope will include the retailer, customers and delivery partners (Chrisben et al., 2025). As these participants will be guiding the MVP through the operation of the normal business and providing specific feedback on usefulness, repeatability, functionality and overall customer satisfaction, they will be able to provide detailed comments with respect to the latter. A quantitative and qualitative evaluation method will be used for complete evaluation of Venture performance.
Qualitative feedback will be gathered using interviews, online surveys and focus groups. Retailers will judge the friendliness of the online platform, its inventory management facilities, digital marketing facilities and reporting dashboards. The website navigation, payment simplicity, suggestions and delivery experiences will be assessed by the customers (Sharma et al., 2024). The effectiveness of communication, scheduling accuracy, Road optimisation, and delivery partner opinion will be assessed. These results will show user perceptions which cannot be gained from numerical performance metrics and provide the developers with guidelines for making improvements to the platform, based on real customer experiences.
These will be measured and evaluated using success metrics including Customer Satisfaction Score, Order-Fulfilment, Delivery Time, Purchase Repeat Rate, Inventory accuracy and Retailer Adoption Rate. The AI algorithms will also monitor the performance of the system continuously, analyse transaction data, customer interactions, and operational efficiency. Predictive analytics empowers entrepreneurs to forecast patterns that need improvement before significant business problems occur, bolstering businesses' endurance over time (Afolabi 2025). AI technologies could therefore contribute to creating learning opportunities for a lifetime in the testing process and help to ensure the correctness of decision-making.
The innovation approach is complemented by the wider innovation frameworks with their emphasis on the diffusion of technology, organisational learning and customer-centred innovation. For next-generation digital technologies to be successfully implemented, Sharma et al. (2024) state that continuous adaptation, participation and knowledge transfer should be undertaken. In addition, Zhang (2024) argues that the usage of AI in SMEs should be more oriented towards the value such technology provides for the organisation and the ease with which people can learn it over time, not the degree of technology. The attitudes highlighted here show how useful incremental innovation is for ventures as they develop.

[bookmark: _Toc238035521]Conclusion

There is a high level of potential for entrepreneurial innovation in the field of digital commerce platforms, where AI is used to personalise marketing and hyperlocal delivery, within the UK digital economy. Using the DT process emphasises the need for customers' experience pain points to be taken into consideration prior to technology-based solutions. In tandem with improvements in artificial intelligence, predictive analytics and cloud-based models, there is a fertile opportunity for innovative businesses to launch that could offer an answer to these existing gaps in the market and be both scalable and sustainable. Consequently, those who can achieve customer-centric digital innovations and technologies to increase both operational productivity and the customer journey and/or resource efficiency will receive long-term competitive benefits and enable the digital transformation of the UK's SMEs to continue.
Lastly, the creation of future-ready entrepreneurial opportunities with the Design Thinking approach from a challenge in emerging markets by the AI-enabled, hyperlocal delivery and digital commerce platform. The project is delivering a service which is not only user-led but also highlights an emerging opportunity in the UK SME digital market, through empathy, problem definition, user-testing of new user experiences and building MVPs. To sum up, AI-powered predictive analysis and digital marketing, combined with intelligent logistics, increase operational efficiency, customer satisfaction and future competitiveness. The business model in the proposal would therefore be scalable, sustainable, enable digital transformation and aid SMEs to fight in the increasingly tech-driven business landscape.
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