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[bookmark: _Toc233490212]Introduction 
COVID-19 pandemic was a catalyst for digital transformation in the UK, driving the use of e-commerce, e-payments and cloud by SMEs. But many companies still struggle with issues including clunky digital systems, the lack of technological expertise and growing customer expectations (OECD, 2021; Department for Business and Trade, 2023). Design Thinking provides a human-centred approach to finding user needs and creating desirable, feasible, and commercially viable solutions through 'empathy, ideation, and testing' in an iterative manner (Brown, 2009; Liedtka, 2018). This report is an application of Design Thinking, used to identify innovation opportunities and create a viable entrepreneurial opportunity that's scalable for the United Kingdom's Digital Economy.
[bookmark: _Toc233490213]Design Thinking Perspective and Opportunity Identification 
Design Thinking is known as a customer-centred innovation framework that brings a user perspective, a business perspective and a technological perspective together in a customer-centered way throughout the innovation process (Brown, 2009). It is an iterative process with five steps: Empathise, Define, Ideate, Prototype and Test that help the entrepreneurs to understand the unmet needs of the customers and find innovative solutions that help to reduce the commercial uncertainty in the business (Plattner, Meinel and Leifer, 2018).
Unlike conventional strategic planning methods that tend to be inward-looking, in terms of what the organisation can do, Design Thinking aims to immerse themselves in the customer's mindset and uncover their behaviour, motivations and frustrations before offering them a solution (Liedtka, 2018). This is especially relevant in the UK post-pandemic digital economy where customer expectations are high and rapidly changing for convenience, personalisation and a seamless digital experience.
To sum up, from the Design Thinking point of view, there are some opportunities for innovation in the UK market. Firstly, SMEs are still struggling to connect web sites, payment systems, inventory management and customer relationship management to an affordable digital environment. Secondly, many small businesses face a digital marketing disadvantage over larger businesses due to the lack of the expertise and knowledge in data analytics, artificial intelligence and personalised customer engagement (Department for Business and Trade, 2023). Third, rural consumers face greater food delivery volatility and lower level of digital access than urban consumers, which provides opportunities for innovative food delivery solutions (OECD, 2021).
New technologies, such as artificial intelligence, cloud, mobile commerce, application programming interfaces (APIs), big data analytics, and Software-as-a-Service (SaaS) platforms have lowered the barriers to innovation and enabled scalable business models (Verhoef et al., 2021). As a result, Design Thinking can enable entrepreneurs to build customer-centric businesses that address specific customer needs and deliver commercial sustainability over time by seeking feedback from customers and making incremental improvements.
[bookmark: _Toc233490214] Opportunity Area 1: SME Digital Commerce Platforms 
The most promising innovation opportunity in the UK market is the creation of integrated digital business platforms that are tailored for SMEs ( Holland and Gutiérrez-Leefmans, 2018). Online retail has made great strides since the pandemic and many SMEs are still using disconnected ecommerce software for running their websites, processing their online payments, managing their stock, and messaging and marketing their customers (OECD, 2021). This division not only creates costs, but also hinders the efficiency and growth of businesses.
The first step in the Design Thinking process is to empathize with SME owners who may lack digital skills and funds. Many SMEs report that existing enterprise software is too complex, costly and cumbersome to integrate with, especially if using multiple vendors (Department for Business and Trade, 2023). This means that entrepreneurs are able to see the market need for a digital commerce ecosystem that is affordable, easy to use, and packages many of the business functions into one.
The opportunity they are looking to develop is a SaaS based platform that integrates with website building, inventory management, CRM, digital payments, and marketing automation and sales analytics. This would make digital transformation much easier and lessen the reliance on numerous software vendors. Continuous user testing, from a Design Thinking point of view, would assure that features of the platform evolve to meet the needs of the SMEs, not their technological beliefs. (Liedtka, 2018)
This opportunity is enabled by multiple technologies. Cloud computing helps to substantially reduce infrastructure costs and support scalable ‘subscription based’ business models. AI can be used to streamline customer support, forecast inventory needs and make product suggestions, thereby enhancing operational efficiency and user satisfaction (Verhoef et al., 2021). Moreover, APIs also ensure the smooth integration with accounting software, logistics service providers, and payment gateways, thereby fostering an interconnected digital ecosystem.
This opportunity also showcases good scalability and sustainability. The UK population comprises around 99.9% of SMEs, which is a large market for providing low-cost digital solutions (Department for Business and Trade, 2023). Subscription based SaaS models have recurring revenues, and can continuously improve the software based on customer feedback. In terms of the environment, cloud-based operations help cut down on paper-based workflows and promote more efficient inventory management, which helps to ensure sustainable business practices.
But this is a huge hurdle for them, as they have to face competition from the established ones like Shopify, Wix, and Squarespace (Pais, 2022). So, the key to competitive advantage would be to provide industry specific solution, better customer service and cost competitiveness for small businesses in the UK. Entrepreneurs will be able to stand out in the crowd by continuously innovating and adopting a Design Thinking approach that keeps customers loyal in the long-term.
[bookmark: _Toc233490215]Opportunity Area 2: AI-driven Digital Marketing Services 
Another major opportunity for entrepreneurial innovation in the burgeoning digital economy in the UK is the potential of AI. While digital marketing is now an integral part of being competitive, many SMEs do not have the financial means or expertise to leverage sophisticated marketing analytics, customer segmentation and personalised advertising (Chaffey and Ellis-Chadwick, 2022). This means that there's still a lot of room for user-friendly, more niche AI-powered marketing tools that are made specifically for small businesses.
Entrepreneurs enter the SME owners' field of pain by adopting the DT framework to help them build empathy, which often involves the same challenges of acquiring online visibility, measuring the success of campaigns, and developing compelling digital content. These difficulties lead to poor use of marketing budget and lesser competitiveness compared to larger firms with a proper marketing department. Identifying these pain points creates a clear opportunity for AI-driven marketing platforms to streamline the management of marketing campaigns and increase ROI.
The proposed venture would provide a suite of AI marketing solutions to its subscribers, including automated content creation, customer segmentation, predictive analytics, social media scheduling, and customised email marketing. Customer behaviour can be analysed by machine learning algorithms that can suggest the best advertising strategy and automatically adjust the campaigns in real time based on their performance (Dwivedi et al., 2021). This would allow SMEs to get access to advanced marketing tools without having to hire in specialists.
The opportunity is well supported by the latest developments of artificial intelligence, cloud computing and big data analytics. These technologies enable companies to handle customer data more efficiently and provide customers with personalised experiences that improve engagement and customer loyalty (Verhoef et al., 2021). In addition, digital delivery of software is relatively inexpensive and very scalable, as software can be distributed across the country at relatively low incremental cost.
However, ethical aspects such as data privacy, algorithm transparency and adherence to UK data protection laws have to be taken into careful consideration by entrepreneurs. Responsible AI governance is a critical element in customer trust that has a bearing on long-term commercial success (Dwivedi et al., 2021). AI-powered digital marketing services are generally well-desirable, technologically feasible, and commercially viable, offering an intriguing innovation opportunity in the UK's ever-digital business landscape.
[bookmark: _Toc233490216]Opportunity Areas 3: Integrated Payment and FinTech Solutions
UK SMEs are facing a surge in demand for secure and integrated payment solutions, due to the accelerated growth of digital commerce. Despite the advancements in technology, many businesses continue to use several different payment processing, invoicing, and accounting systems, which can sometimes be inefficient and more expensive to operate (UK Finance, 2024). The Empathise and Define phases of Design Thinking underscore important pain points such as high transaction fees, payment reconciliation complexity, cyber security and lack of financial insights. These challenges bring opportunities to build holistic, multi-functional FinTech platforms that integrate digital payments, bookkeeping, financial analytics and invoicing into a single cloud-based platform, to enhance efficiency and decision making (OECD, 2021).
Open Banking, AI, cloud computing and APIs are some of the technological advancements that make it possible for banks, payment gateways and accounting systems to be securely connected. Fraud detection and predictive cash-flow analysis, powered by AI, also contribute to financial security and performance (World Economic Forum, 2024). But, entrepreneurs have to ensure adherence to UK GDPR, Payment Services Regulations and Financial Conduct Authority rules. Notwithstanding these regulatory hurdles, cashless payments and digital wallets are on the rise, creating an opportunity for integrated FinTech solutions that can be scaled and sustained by UK SMEs (UK Finance, 2024).
[bookmark: _Toc233490217]Opportunity Area 4: Smart Last-mile Delivery and Rural Logistics 
Transport systems must be integrated into the structures of their local communities to be effective.For last-mile delivery and rural transportation to be effective, they must be embedded within the local transport system. With the growth of e-commerce, the burden of last-mile delivery has grown especially hard on these networks, especially in rural and suburban areas where delivery expenses are still much higher than those in urban areas. Online retail delivery also remains a challenge for many rural consumers, as delivery times are still long and there are fewer couriers available and higher shipping prices (OECD, 2021). The challenges provide an interesting opportunity for entrepreneurial innovation based on using Design Thinking principles.
Empathise is a step that aims to gain insights into the experiences of rural households, local retailers and independent delivery partners. Rural customers appreciate convenience but have irregular service and delivery schedules. Similarly, national retailers have an advantage over the small retailers due to the high-cost logistics arrangements. These results help entrepreneurs to put forward a problem statement: lack of efficient, affordable and sustainable rural delivery system.
A novel solution could involve creating an AI-driven logistics system that makes delivery routes more efficient by integrating various local enterprises into common delivery systems, potentially saving on costs for both businesses and the environment (Adeoye et al., 2025). The platform could also integrate real-time traffic optimisation, demand forecasting, mobile apps to link retailers with individual local drivers. This is a joint delivery model that would cut down on the cost of operation, speed up delivery and enhance service reliability.
Artificial Intelligence, Geographic Information Systems (GIS), Internet of Things (IoT) sensors and cloud computing are some of the technological advancements that facilitate this opportunity. AI algorithms can continually reroute deliveries based on traffic conditions, weather forecasts and delivery priorities, which can lower fuel consumption and operational expenses (Verhoef et al., 2021). This is complemented by the use of the IoT for parcel tracking, which increases transparency and the quality of services for customers.
The solution also helps with environmental sustainability, as it enables fewer trips and less carbon footprint from consolidated deliveries. The World Economic Forum (2024) states that intelligent logistics systems are gaining greater significance for sustainable supply chains and improving the efficiency of operations. However, there are obstacles to address for drivers, technology and infrastructure in rural areas for entrepreneurs. As the process is repeated based on ongoing customer feedback and developments, the solution can be improved over time to better meet the evolving needs of the stakeholders, helping to increase the commercial value of the solution.
[bookmark: _Toc233490218]Critical Evaluation of Desirability, Feasibility and Viability
The Design Thinking process highlights the importance of desirability, feasibility and viability (Brown, 2009). Most of the opportunities identified are in the areas of SME digital commerce platforms and AI-driven digital marketing services, that have the highest commercial value. In terms of desirability, SMEs need to adopt digital solutions that are cost-effective and can improve their customer engagement and operational efficiency (Department for Business and Trade, 2023). Cloud, AI and Open Banking and Software-as-a-Service are technologically feasible options to create scalable and cost-effective solutions (Verhoef et al., 2021). However, cybersecurity and regulatory compliance, and lack of digital skills are key implementation challenges. Subscription-based business models are a great way to generate recurring revenues and ensure ongoing innovation in the commercial realm. Entrepreneurs need to offer something to separate themselves from the pack with a better user experience, industry-specific features and customer engagement throughout the Design Thinking process. These help to build sustainable and competitive advantage in the current digital economy of the UK (Liedtka, 2018).
[bookmark: _Toc233490219]Conclusion
The UK's rapid digitalisation has delivered significant opportunities for entrepreneurial innovation in various industries. The Design Thinking process shows that the first step in creating a successful venture is to establish user needs needs, and then work toward technologically possible, yet commercially feasible solutions. The analysis revealed four areas of high potential: SME Digital commerce platforms, AI-enabled digital marketing services, integrated FinTech solutions and smart rural logistics. Both tackle key customer pain points and feature some of the latest technologies such as artificial intelligence, cloud computing and digital payment systems. While competition, cybersecurity and regulatory compliance continue to pose challenges, ongoing customer engagement and incremental innovation bolster the sustainability of the business over time. In conclusion, Design Thinking can be used to create a strategic framework for building practical and scalable business ventures that will be able to cater to the changing needs of consumers and facilitate the ongoing digitalisation of the UK economy.



[bookmark: _Toc233490220]Task 2: Use the Design Thinking Process to create a new venture idea
[bookmark: _Toc233490221]Introduction 
Current digitalisation of the UK economy has revolutionised business customer interaction and presented challenges and opportunities for entrepreneurs. Since the onset of the COVID-19 pandemic, digital technologies have been embraced by many organisations, although small and medium-sized enterprises (SMEs) still face challenges due to disjointed digital systems, a lack of technological skills, and greater competition from larger online retailers (Department for Business and Trade, 2023). These challenges are indicative of the need for new business models that put focus on user needs instead of just on technological development.
This section utilizes the five stages of Design thinking to create an innovative entrepreneurial venture: Empathise, Define, Ideate, Prototype and Test. SmartBiz Hub is a proposed AI-driven cloud-based platform that will merge various e-commerce management, digital marketing, inventory control, customer relationship management (CRM) and payment processing tools, with an affordable package for UK SMEs. The process of innovation is based on a human-centred approach, whose aims are to identify real customer problems and satisfy them with a desirable solution, technically feasible and commercially viable (Brown, 2009; Liedtka, 2018).
[image: ]
[bookmark: _Toc233490222]Stage 1: Empathise 
The empathise stage is regarded as the basis of Design Thinking, as it helps the entrepreneurs to understand the experiences and behaviours as well as motivations and unmet needs of users before trying to solve a problem (Plattner, Meinel and Leifer, 2018). Instead of seeking to understand what customers want, entrepreneurs observe, interview and survey the customer and/or map the customer's journey to find solutions derived from real-world experiences.
The main users for this venture are small and medium sized retailers from the UK who have recently embraced digital commerce but are still facing some operational issues. Secondary stakeholders are customers who buy products online, delivery partners and business owners handling day-to-day operations. The research by the Department for Business and Trade (2023) has shown that SMEs make up more than 99% of businesses in the UK, and many still face challenges to integrate multiple digital systems effectively. Business owners would be likely to express frustration when having to deal with different software for website building, online payments, inventory control, accounting, and marketing and customer communication. Having to run a large number of isolated platforms adds to the complexity of operations, the cost of the subscription and administrative burden.
Online users are now more demanding than ever, especially when it comes to digital experience - they expect fast website performance, secure payment systems, personalised product recommendations and real-time order tracking (Chaffey and Ellis-Chadwick, 2022). If SMEs cannot provide these experiences due to disintegration of the digital infrastructure, customer satisfaction and loyalty suffer. This means that it is critical to grasp the business and consumer mindsets in the empathy phase.
Empathy mapping also identifies users' emotional and functional problems. Technology is changing quickly and SME owners are often overwhelmed by this and are unsure about choosing suitable digital solutions. They are looking for a system that is simple, inexpensive and has minimal technical complexity with a substantial return on investment. Customers, on the other hand appreciate convenience, trust, transparency and responsive customer service. These learnings highlight that the needs of the user go beyond the technology, and encompass ease of use, cost and reliability.
Design Thinking allows the entrepreneur to not develop technology-based innovations, but instead they can develop solutions to validated customer problems (Brown, 2009). The empathy process doesn't advocate building yet another standalone piece of software, but rather, a platform that streamlines and optimizes digital business management and improves the customer experience. The knowledge gained is the basis for the proposed innovation SmartBiz Hub, which will ensure that the further stages of innovation will be built on real user needs, not assumptions.
[bookmark: _Toc233490223]Stage 2: Define
After empathy, Design Thinking asks entrepreneurs to synthesize the results of their research into a well-stated problem statement that inspires innovation (Liedtka, 2018). In the define stage, qualitative customer insights are converted to actionable opportunities by determining the root cause of users problems instead of the symptom.
Stakeholder insights analysis shows that the key barrier to take-up of digital technology is not just the adoption, but the effective management of a range of disparate digital systems by UK SMEs. A lot of small businesses have their website hosting service, digital marketing services, payment processing services, stock management service, and CRM services all from different providers. This disjointed approach leads to ineffective operations, higher subscription prices, difficulty in employee training, and restricted capacity for smooth customer experience (OECD, 2021). Digital competition is increasingly growing and these restrictions are a hindrance for the SMEs to compete with larger organisations that have integrated technological infrastructures.
The problem statement can be thus stated as:
Fragmented software solutions, complex to use, operation and management costly, less productive, and less competitive in the digital economy for SMEs – for them an affordable, integrated and user-friendly D-Business management platform is needed.
This problem statement is based on the Design Thinking principle of staying human centred while factoring in the technological feasibility and commercial viability aspects (Brown, 2009). It is user-centred, rather than technology-centred.
Moreover, several criteria of innovation are identified during the define stage that will be used for the rest of the DT (Micheli et al.,2019). The solution should be cost-effective for SMEs, able to be implemented without requiring specialist technical expertise, scalable with growth and be safe for financial transactions, as well as flexible enough to connect with a number of business functions into a single digital environment. These criteria will help entrepreneurs to streamline the process of ideation while maintaining customer expectations and provide quantifiable business value.
[bookmark: _Toc233490224]Stage 3: Ideate 
The Ideate stage is a phase that invites entrepreneurs to come up with several innovative ideas and then choose the one that is most suitable. Design Thinking is different from a conventional problem-solving process because it fosters creativity and collaboration; this is achieved by using a variety of methods including brainstorming, mind mapping, and the “How Might We” (HMW) method, which creates customer-centred solutions (Brown, 2009; Plattner, Meinel and Leifer, 2018).
From the Empathise and Define stage, the following three venture ideas emerged: AI-powered Digital Marketing Agency; Rural Logistics Platform; and Integrated Digital Payment Platform. While each fulfilled individual customer requirements, no one solved the greater problem of disparate digital systems that UK SMEs faced.
The preferred solution is a single integrated platform known as SmartBiz Hub that integrates website creation, e-commerce management, inventory management, customer relationship management (CRM), AI-driven digital marketing, payment processing, and business analytics. SMEs can streamline their operations, reduce costs, and make better decisions on their businesses using these functions, which can all be accessed from a single subscription platform.
Automated product descriptions, personalised marketing suggestions, customer segmentation, sales forecasting and chatbots for customer support are among the key competitive benefits that AI offers. Machine learning algorithms are used to analyse customer behaviour and optimise marketing campaigns and improve business decision-making (Dwivedi et al., 2021). Such features enable SMEs to have access to high-end digital solutions without a major investment.
SmartBiz Hub also fulfills the three aspects of innovation defined as desirability, feasibility and viability (Brown, 2009). It is based on real customer needs, backed by technologies like cloud computing, AI and Software-as-a-Service (SaaS), and offers a recurring income stream with subscription pricing (Verhoef et al., 2021). Moreover, the platform enables digital transformation of business processes and optimisation of inventory, contributing to sustainable business practices and boosting SMEs' competitiveness in the UK digital economy.
[bookmark: _Toc233490225]Stage 4: Prototype / Minimum Viable Product (MVPs)
The Prototype stage turns concepts into a real working solution that could be tested prior to big investment. Design Thinking suggests prototyping an idea repeatedly and cheaply to test some major assumptions, and minimize innovation risks (Liedtka, 2018).
SmartBiz Hub's MVP consists of a cloud-based platform with five main components: a website builder for setting up online stores, inventory management integration, AI-driven digital marketing, secure online payment integration using Open Banking and payment gateways, and a real-time dashboard for sales, customer behaviour, and financial performance (Raj, 2026).The features reflect the main challenges encountered in the Empathise and Define stages.
The MVP isn't aimed at developing an advanced feature like predictive analytics or supplier management, it's just about proving its core value proposition of making digital business management easier for SMEs (Ries, 2011). The interface will be straightforward and user-friendly, and provide customer support and guided onboarding, to make it accessible to customers with limited technical skills.
Cloud computing, artificial intelligence and Application Programming Interfaces (APIs) support the platform’s scalability and functionality. The prototype will be tested with users and their feedback will be used to make further improvements to the solution, ensuring it continues to meet customer needs and is both technically viable and commercially viable.
[bookmark: _Toc233490226]Stage 5: Test and Refine
The last step of DT is to test the prototype with the target users and then continuously improve the solution based on the feedback received from users (Brown, 2009). Design Thinking does not look at the product launch as the end point of the process of innovation, but rather as an ongoing learning cycle that yields continually improved customer insights, which in turn improve the quality of the product.
Starting with around 30-50 SMEs across different sectors, such as retail, the hospitality and professional services, SmartBiz Hub will be tested initially with SMEs in the UK. Participants will be provided with the MVP for three months, and will be able to give them structured feedback via surveys, interviews, usability testing and customer satisfaction questionnaires. Complementary qualitative feedback will be provided on customers' experience and functionality, which will be supported by quantitative performance indicators like task completion rate, website conversion rate, platform usage, and customer retention.
The purpose of the testing process is to discover usability problems, unnecessary features and unmet customer expectations (Hertzum, 2022). One such instance would be if users are having trouble using the inventory management system, then interface redesigns will be given a higher priority than adding new features. Likewise, feedback on AI-generated marketing materials will help fine-tune the algorithms to enhance their performance and personalisation capabilities.
Continuous refinement allows for long-term innovation as software development is kept customer-focused, not technology focused, (Liedtka, 2018). This process helps mitigate business risk, enhances customer satisfaction, and allows SmartBiz Hub to adapt to the evolving needs of the business. Test is therefore a vital tool to secure sustainable competitive advantage in the UK digital economy.
[bookmark: _Toc233490227]Conclusion
The application of DT framework highlights the possibility of creation of commercially viable entrepreneurial ventures using a customer-centred approach to innovation. SmartBiz Hub's solution tackles real SME issues with an all-in-one digital platform with AI capabilities and e-commerce, business management. Contingent prototyping, testing and improvement make sure that the solution is desirable, feasible and commercially sustainable in the UK's ever-changing digital economic climate.
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