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The aim of this report is to identify a SME and provide key strategic recommendations for future developments and implementation, considering the challenges SMEs encounter to implement strategic direction. 
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Larger organizations often receive the most attention in discussions about the economy, however, small businesses play a crucial role when comes to employment and revenue. In the UK, statistics shows that SMEs make up to 99.9% of all businesses, employing 59.2% of the private sector workforce, and contributing for 51.5% in revenue on the same sector (Sullivan-Taylor and Branicki, 2011).
SME stands for Small and Medium Enterprises, and they are businesses that typically have smaller number of employees, ranging between 0-249, and/or revenue ranging between 2- 50 million pound. 
The purpose of this report is to evaluate an SME and provide key strategic recommendations for the organisation for future developments and implementation, considering the challenges SMEs encounter to implement strategic management and choices model and theories, such as Pestel, Porters 5 Forces, VRIO, Swot, Ansoff Matrix and Porter’s Generic Strategy. 
At the end of this report, the reader will be able to identify the chosen organisation for this report and a brief background summary along with the reason why it fits for the purpose of this report, its evaluation according to the strategic management and choices model and theories mentioned above, the finding of best strategic choice that able the organisation  to expand, increase its revenue and enhance growth followed by some recommendations. 
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The chosen organisation for this report must be an SME and Westgate Hotel Limited qualifies for this purpose as according to company house, Westgate Hotel Limited is a small private company, with a turnover of around a million pound as stated in appendix 1.

Westgate Hotel Limited is a 50-bedroom hotel with around 600 years of history, trading as Falstaff hotel, in the city of Canterbury, England. Since its acquisition by the current management in 2009, the company with mission of making every stay memorable in an atmosphere that feels like home away from home, and vision of being the first hotel of guest choice in visiting Canterbury, has come a long way from 3 star hotel with an annual  occupancy of 56% and a turnover of £800.000 in 2013 to a 4 star property with 79% annual occupancy and turnover of £1.8m in 2022.

Considering its vision and mission, the aim of this report is analysing and recommend a strategy that will lead Westgate Hotel Limited to a market leader in the City of Canterbury and enhancing its expansion and growth as all. For the purpose of this report, the Westgate Hotel Limited will be referred to as Falstaff Hotel its trading name. 
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To strategically analyse the chosen organisation, an understanding of external, industrial, and internal environment is required and for this model and theories will be used as follows:
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Pestel analysis looks into the key factors that influence an organisation and it can be used to guide the management when taking strategic decision making (CIPD, 2023). This session will apply Pestel analysis for Falstaff Hotel in order to find out what are the external factors that influences it.  
 

	
	External factors to
consider
	Factors affected within my industry
	Importance to organization

	Political
	Government policies





Brexit
	· This can affect licensing, taxes, employment laws, safety standards.
· This affected the tourism and overall hotel demands
	High





Medium 

	Economic
	Economic stability





Exchange rates




Disposable income
	· This encourages business leisure and hotel demand.
· Fluctuation in exchange rates impact international tourism.
· The overall level of disposable income, influence individual and corporate staff to stay in hotels.

	Medium





Medium




Medium

	Social
	Socio cultural factors



Consumers preferences
	Canterbury as a rich cultural heritage influence touristic attractions.

Sustainable trend influence guests on the hotel selection
	Medium




Medium

	Technological
	Advance in technology
	This can impact hotel survival if not adapt 
	High

	Environmental
	Environmental sustainability laws
Energy efficiency
	This measure complies with the law and attract eco-friendly guest
	High

	Legal
	Employment laws
Health and safety
Local regulations
	This impact on how the employees is treated and managed
	High
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Porter’s 5 Forces identifies and analyse the 5 competitive forces that influence or shape the industry, determining the strength and weakness within the industry (Scott, 2023). 

In the Falstaff Hotel’s case, Porters 5 Forces will identify and analyse the strength and weakness within the hospitality industry.


Treat of New Entry

· High barrier for new entry

Bargaining Power of Buyers

· Availability of alternative accommodation such as competitors, bed and breakfast or Airbnb option, gives guest a medium to high bargaining power. 

Bargaining Power of supplier


· The power of supplier is low because as there’s 2 sisters’ property in a radius of 7 miles, is easy for Falstaff hotel to be supplied by sister’s properties supplier.



Threat of Substitute

· The hotel industry faces a medium threat of substitute because of alternative accommodations such as vacation rentals, Airbnb and bed and breakfast are able to provide valuable alternative for travellers. 


Competitive Rivalry 

 The competitive rivalry is high as there’s hotel from chain such as:

Abode – 4-star property 

Hampton, backed by Hilton global name.
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Vrio model analyses organisations internal resources, that have the ability to provide competitive advantage (Mirkovic, 2021). 
For Falstaff Hotel, the application of Vrio Model are as follows:


Valuable – Falstaff hotel has many valuable resources and capabilities that contribute to its business advantage, such as:

· Its prime location – Falstaff Hotel is located beside a historical Westgate tour, fuel to value of its historic and charming character. 
· A strong relationship with customers specially its pilgrim’s member
· A great trained team customer-oriented focus 


Rare – Falstaff hotel as stated earlier is located in a prime location and has a charming character. These 2 features are a difficult combination for the competitors to replicate.

It also has 50 bedrooms and none of them are equal, which provide a different experience for each guest visit. 

Inimitable – Falstaff hotel, with charming character, 50 unique bedrooms and its historical location cannot be imitated or replicated by the competitors. Furthermore, imitate its customers service skills and vast subscribed pilgrims’ members takes time and effort to achieve. 

Organised – At the Falstaff there’s an organisational structure and process in place that allows the company to leverage its resources and capabilities. This includes effective operational process, sales strategy, and customer relationship.

[bookmark: _Toc155288412]SWOT Analysis


Swot analysis summarise the previous 3 analysis, identifying the strength, weakness, opportunities, and threat of the Falstaff Hotel.

Strength 
· 50 unique bedrooms
· Strong customers service skills and vast subscribed pilgrims’ members

Weakness 
· Advance in technology
· High barging power 
· Lack of in-house restaurant for dinning

Opportunities 
· High barrier for new entry

· Historic prime location

Threat 
· Chain brand competitors such as: Abode and Hampton, backed by Hilton global name.

· Alternative accommodation such home vacations, Airbnb and bed and breakfast
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Ansoff Matrix is a strategy planning tool that assist organisations in connecting its marketing strategy to strategic direction (Loredana, (2017). 




New
Existing

Products

Markets
Existing
New

	

Market Penetration 
	

Product development

	

Market Development
	

Diversification




Image Source: (Loredana, (2017). 


Market penetration – This option recommends increasing market share by selling the existing product in the existing market.

· Falstaff Hotel has the option to increase the number of rooms sold in its current market.


Market Development – This option recommends entering new market with existing product or service, exposing to new customers or geographical area.

· Falstaff can partner with travel agents that offers deal package, such as room, breakfast afternoon tea and cocktails, which are all, products that already exists, into markets designed to offer package deals such as i-escape, Mr & Mrs Smith and travelzoo, to reach the customer base of those platform. 

Product development – this option recommends a development of new product /service targeting the customers with changing needs and behaviour in the existing market. 

· Falstaff Hotel has the option to create an onsite restaurant offering options and services not available in the area. Per example, at the moment there’s no restaurant in Canterbury offering Sunday roast buffet lunch and, Falstaff can take on this opportunity.

Diversification – This option recommends entering new marked with new product. 

· Falstaff hotel can create a restaurant with delivery services on platforms such as uber eat and just eat.
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To be able to compete the Falstaff needs to decide whether to focus on a niche market or best price. Porter’s generic strategy identified 3 below way possible as follows:
 
Cost Leadership strategy – this strategy focuses on increasing profit by reducing operating cost and charging lower prices. A successful implementation of this strategy requires investment in technology to increase the efficiency, reducing operational cost to in order to be able to compete, ensuring that operational cost is constantly monitored and reduced. 

To Falstaff implement this strategy, one of the options are to invest in technology that automate check in and check out process, and other most required services that the guest will need pre, during and post stay. This would cut the operational cost and drop the room prices. 

The downside of this strategy is that the customer service would be highly affected, and the lack of human interaction would not be in line with the historic character of the company. 



Differentiation strategy – This strategy suggests in making the product or service more attractive and unique comparing with the competitors. As specialization in a particular feature, high value brand image or unique service are required for this strategy to be successful.

For Falstaff to implement this strategy, one of the options would be investing on its room attractiveness, taking advantage of its uniqueness of each room, improve and raise the standard of the current customer service, and taking advantage of its Falstaff brand. 
Goods and items used in the bedroom can be branded to the hotel brand as a way to promote the branding further and improve further the reputation of the brand. 

A downside of this strategy is the size of the investment and effort required.

Focus strategy   – This strategy suggests a concentration on a niche market and getting a deeper understanding of the customer in order to offer a product or service that the costumers cannot find on the competitors. As this strategy alone is not enough, it also suggests a focusses on either cost leadership or differentiation. 

For Falstaff to implement this strategy, one of the options would be a focus on a niche market and within this niche focus on either cost leadership or differentiation. One example of niche market for Falstaff would be positioning itself as number one hotel of choice for all the religious believers that travel to Canterbury motivated by Canterbury cathedral.
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To best analyse the options, the implementation of the SAF framework is required and 3 options understood by the author to be more relevant will be analysed in order to select the best option and the options are:
· Option 1 – Market penetration (Ansoff Matrix)
· Option 2 – Product development (Ansoff Matrix)
· Option 3 – Differentiation (Porter’s generic strategy)
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Option 1 – Market Penetration 
· Increasing the number of rooms sold in the current market.
This option takes the advantage of the 50 unique bedrooms, and vast subscribed customer basis, along with the high barrier for new entry restricting the simplicity of attracting new competitors, reinforcing the organisation’s strength and opportunities. 
Despite the advantage, this option also has disadvantage that does not contribute to the success of this option, highlighting the weakness and threat to the organisation such as hight barging power of customers, chain hotel and brand name such as Hampton backed by Hilton and alternative accommodation such as Airbnb and bed and breakfast.
Combining the advantage and disadvantage of this option, on a scale of 0 - 5, the author scores this option as 3.


Option 2 – Product development 


This option gives the organisation the ability to take advantage its weakness by creating an in-house restaurant, which does not require an investment in advance technology. It also takes advantages of the organisation’s strength, as this creates an extra option for the current vast subscribed customer base that the organisation already holds. 
Furthermore, it can also highlight the opportunity of the organisation as this new product can be linked to the historical location and background of the organisation, minimizing the treat currently faced by the organisation distinguishing its offers from the chain and alternative accommodation. 

As it already disposes of facilities such as kitchen and restaurant area, the cost to invest in this idea would be relatively low. 

The author was unable to identify any major downside of this option hence on a scale of 0- 5, this option score 4.5.  
 
Option 3 – Differentiation (Porter’s generic strategy)
· Making the product or service more attractive and unique comparing with the competitors.

This option takes the advantage of the strength the organisation by upgrading the existing unique bedrooms and sell in it its vast subscribed members.  It also assists in justify the price raise of the upgraded rooms with the company’s opportunities of its historic prime location, and minimizing the treat with the room standard that the chain such as Hampton cannot offer for being a subcategory of Hilton and alternatives accommodation cannot match. In the other hand, this option requires a high investment. 

Combining the advantage of this option and its disadvantage, the author believes that on a scale from 0 – 5, this option scores 3.5.
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Option 1 – Market Penetration 
Selling more room in the current market for the Falstaff is doable if invest in marketing. 
Falstaff has the capital for the investment required, resources, and technology in place to achieve this goal. 
In a scale of 0 – 5, the author scores the feasibility of this option as 3.5.

Option 2 – Product Development
The Falstaff has the ability to convert the current breakfast area into a restaurant and has additional available space to expand the area as restaurant. This requires investment hence the Falstaff has the required investment to complete this option. Falstaff already has an equipped kitchen that is currently to prepare breakfast, weekend pizzas and afternoon tea. It also has waiters and chefs with required skills, however more chefs and waiters might be required. 
Falstaff also has a set supplier that can supply goods necessary for the expansion. 
In a scale of 0-5, the author scores the feasibility of this option as 4.5.
 
Option 3 – Differentiation (Porter’s generic strategy)
Falstaff might need a bank investment to upgrade its rooms as it might not have the capital required to complete this option.
Falstaff hotel being a listed building, there might be some restriction on the implementation of some indoor procedures that has reflect on outside such as windows renewal.

The feasibility of this option in a scale of 0-5 is 3.
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Before applying the acceptability for each option, a stakeholder’s identification and analysis is required, so we can determine the potential impact that implementing each option at Falstaff Hotel.



Power

	HMRC
Guests
	Owners and Directors


	Banks
Insurance company
Local communities
	Employees
Suppliers
Travel Agents


Interest



Owners and the Directors – needs to be managed because of the power and their interest are both high. Have the power to cancel the project. 

HMRC and Guests – those stakeholders need to be kept satisfied. Their interest is low; however their power is high. 

Banks, Insurance company, and local community needs to be monitored in case their level of power and interest change with the implementation of the strategic option and take action. 

Employees, Suppliers and Travel Agents – needs to be kept informed, as they lever of power is low, their interest is high. 

Option 1 – Market Penetration 

The market penetration
This strategy can be accepted by all stakeholders as is shows lawful, and doesn’t present any harm to the community, employees travel agent and banks, but there needs to be a balance in price and strategy on the implementation. 
It can be rejected by the Owners and directors if implementing this option means lowering the price too low to sell more rooms impacting the revenue and increasing the selling cost as more rooms will be sold but at a lower revenue increasing the room cleaning rate, linen, etc. In the other hand, if it means increasing the price to increase revenue, it can be rejected by the guests, as it means that they will have to pay more.


The score for the acceptability of this option in a scale of 0-5 is 2.8.

Option 2 – Product Development
Developing a restaurant as a new product, will be well welcomed by the guests, as it will be an addition to their experience at the Falstaff, same with travel agents and suppliers. 

Owners and directors will welcome the creation of an in-house restaurant, as it will increase revenue and enhance growth ultimately, however there’s a chance of this being rejected by them if the investment to bring this to idea to light is too high. 
The employees will welcome the strategy as it will create more job opportunities and give more hours to the team comparing with what is currently achieved for breakfast, afternoon tea and pizzas on the weekend. 

The community will be glad to have an additional restaurant in the area, however the negative consequences for the community such as waste management or other negative consequences caused by the addition of the restaurant needs to be managed efficiently.  As Falstaff nearly has everything in place to create open a restaurant that is operating at a smaller scale and is already accepted and embraced by the community, this means that there’s a good chance of this being accepted not only by the community but also for the banks, insurance companies etc.  

In a scale of 0-5, the acceptability of this option is a 4.

Option 3 – Differentiation (Porter’s generic strategy)

Making the Falstaff rooms more attractive require investment and owners, directors, and banks, can reject this strategy if the investment required is too high. 

The guest can also reject this option as they will have to pay more for an upgraded room comparing with what they are currently paying. 
Falstaff Hotel operates in a listed building, if this upgrade involves upgrading certain areas of the rooms per example windows which will have an effect on the exterior, HMRC can also reject this option. 
Travel agent, employees and suppliers might accept this option as it does open doors to new opportunities. 
In all, this option can have a huge cost and slow return, hence in a scale of 0-5, the acceptability of this option is a 2.5. 


Results of strategic choices. 
Option 1 – Market penetration (Ansoff Matrix) = 9.3
Option 2 – Product development (Ansoff Matrix) = 13
Option 3 – Differentiation (Porter’s generic strategy) = 9
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As conclusion we can say that to Falstaff Hotel best achieve its mission and vision, the best current option is a product development or to be more specific, a development of an onsite restaurant. This option allows Falstaff Hotel to expand, enhance growth and have a stronger position in the market and it showed to be more practical to implement, requiring lower investment and higher change of success scoring 13 points against 9 and 9.3 comparing with the other 2 options, hence being more suitable, feasible and acceptable among the stakeholders.
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Falstaff Hotel falls into top 3 hotels in Canterbury, however, is the only one of the three that does not have an in-house dinning option, and the disappointment of this option is felt on the staying guest that feels obliged to go outside of the hotel to have a meal. Canterbury being a small City where everywhere is a walking distance, this often promote introduction of Falstaff guest to the competitors, initially just for dinner but it opens doors to  a customer migration to the competitors based on an inconvenience that Falstaff Hotel are hereby recommended to solve.

To enhance growth, increase in revenue and expansion is recommended that Falstaff Hotel opens an onsite restaurant to opens its doors by Summer 2024, turning one of its weaknesses into strength, minimizing threat and increasing customer retention.
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WESTGATE HOTEL LIMITED

BALANCE SHEET
AS AT 31 MARCH 2022

Current assets

Stocks

Debtors

Cash at bank and in hand

Creditors: amounts falling due within one
year

Net current assets
Capital and reserves

Called up share capital
Profit and loss reserves

Total equity

Notes

2022

13,696
1,784,330
40,846

1,838,872

(627,801)

1,011,071

1

1,011,070

1,011,071

2021

£ £
14,007
773,504
24,261
811,772
(545,254)

266,518

1

266,517

266,518

The directors of the company have elected not to include a copy of the profit and loss account within the financial statements.

These financial statements have been prepared and delivered in accordance with the provisions applicable to companies

subject to the small companies regime.
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