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This report is a explanation of Strategic Management in small businesses, what it means, and the methods which can be used to improve the efficiency of the business through the use of strategic management models.  The report is also a case study, the purpose of which is to provide business consulting advice to the case study organisation.  Delicious is a restaurant business which is considered a small and medium enterprise (SME), which requires a suitable strategic plan.  This plan will be created by setting a strategic direction which best fits this particular business model.  The internal and external environments in which the organisation operates will be analysed using theoretic models to understand any potential weaknesses, strengths or untapped opportunities as well as providing a picture of any factors which may affect the successful operation of the business.
The report provides a critical analysis of the theories and models used for example, the PESTEL analysis to examine the external operating environment, and reasons each of the models are selected.  Competition is a major factor for any business and any potential competitors in the restaurant/food business must also be analysed against the Delicious restaurant to provide solutions to any potential competitive advantages which the business may build upon.
The models used for analysis will be explained and backed by academic research.  To aid understanding of the various models, some comparison will be made as well an outline of advantages and disadvantages.
The report will conclude with findings and explanation of the findings. 
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As stated previously, the case study a small medium enterprise restaurant called Delicious which is based in London.  The restaurant serves a diverse range of foods and has a loyal customer base.  The proprietor has been in the food business for a long time and employs a competent and experienced team of workers.  The proprietor would like to look at expanding the business but needs some assistance in navigating to a growth strategy which is suitable for his business model.  There are a number of areas which should be analysed in order to decide on a suitable strategy.  This means setting a strategic direction.
[bookmark: _Toc132239992]Strategic Direction
In order for a small business to survive and thrive it needs to be aware of and take into consideration changes in the economy, changes in import rules, such as those which arose from the United Kingdom’s exit from the European Union, environmental changes and other factors (Bryson, 2018) all of which can impact the business stability and future operation. 
Small businesses make a positive contribution to the economy and wealth, locally, regionally and globally and this is often overlooked (Devos & Chen, 2022).  Economic volatility can have a disproportionate effect on businesses of all sizes however when thinking of the case study business, it is worth noting that restaurants were disproportionately affected during the COVID-19 pandemic (Brizek et al., 2021).  It is therefore important for a business to have a firm strategic direction to understand the business environment within which they operate. 
Setting a strategic direction is part of the strategic planning process and involves setting a mission, vision and objectives. 
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Serving a unique taste to cater to a diverse range of culinary requirements, using the best quality ingredients.  Intolerance shouldn’t be intolerable. 
[bookmark: _Toc132239994]Vision
Delicious is the go-to eatery when gathering with family and friends or just out for an intimate meal for two.
Delicious will be on everyone’s tongue. Every customer will want to come back to eat Delicious’ fine cuisine and will tell others about us.  
The Delicious name will be synonymous with great taste.  All customers will feel at home in the Delicious restaurant, with its warm and welcoming surroundings and will eat in comfort, secure in the knowledge that all dishes are created from the best ingredients without food intolerances being a worry for any customer.  Every customer from children to adults will be catered for and will leave the restaurant feeling as though they were catered to individually. 
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Increase monthly sales by 10%
Improve diversity of top selling menu items to ensure they cater to allergy/intolerance sufferers to include a wider audience
Expand and grow online presence
Open a new location
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The intention of an environmental scan is to understand potential risks and opportunities from both an internal and external perspective and, as mentioned earlier in this report, give an insight of the business environment (Fordham University, 2023).   The environmental scan should be a regular review as market conditions change frequently and this will help the business to spot any upward or downward trends and be able to adjust their strategy accordingly.  There are a number of frameworks which can be employed to carry out the internal and external factors.  This report will employ the use of a SWOT and Porters Five Forces to analyse internal and external factors which could impact or influence the Delicious restaurant.
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The SWOT analysis is a business strategy framework which was first introduced by Albert Humphrey in 1960 ((Teoli et al., 2022).  The term is an acronym; Strengths, Weaknesses, Opportunities, Threats and can be used to analyse the internal factors which can affect an organisation.  

Strengths
· Location offers a diverse customer base and London has been described as one of the best food cities in the world (Ellwood, 2016)
· The restaurant has an existing good reputation with positive feedback
· The cuisine is unique and made from fresh ingredients
· Has a good supplier with good quality materials with no seasonal interruption in supply
· The proprietor has over 20 years experience in the food business
Weaknesses
· Inexperience of other markets such as economic factors which could affect the business
· No future growth strategy in place leaving the business open to potential stagnation
· Lack of online presence. Online ordering and eating at home has increased since the onset of COVID-19 and continues to grow (Wetzler, 2021).  Delicious could be losing out on a whole section of the market due to not having this service available.
Opportunities
· Diversify and widen the range of options available to diners with intolerances to expand their target audience
· Offer private catering 
· Explore creating an online presence to offer ordering and delivery services
· Open another restaurant to capture more of the market
· Review suppliers as it may be possible to make savings  
Threats	
· Growing overhead costs relating to energy and increases in cost of raw materials being passed on by suppliers
· Other experienced players in this area 
· Competitors who offer an online ordering service.  This has become an expected service since the onset of COVID-19 in 2020
· Decrease in non-essential spending due to economic crisis. The economic crisis, rising prices and living costs has meant many have less disposable income and therefore are unwilling to spend on “non-essentials”
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The Porter’s Five Forces Framework was developed by Michael Porter to analyse the external competitive environment and assess trends to enable organisations to understand how best to position themselves for success (HBS, 2008).  The framework consists of five factors:  

Threat of new entrants: The degree to which new companies can enter the market and compete with existing firms. 
London is a tourist attraction and is known for having a diverse food scene with many options.  Because of this, there is always the threat that new restaurants will enter the market as there aren’t many barriers to prevent this providing the prospective new entrants have the funds and the required permissions.  Delicious should differentiate their business from others by continuing to diversify the cuisine on offer.  This will help to increase their share of the market in the area and help the brand to stand out from other restaurants within the same area.  Delicious have the advantage of 20 years of experience and loyal and experienced staff.  This should be exploited as a marketing point.

Bargaining power of suppliers: The degree to which suppliers can exert power over the prices and quality of goods or services they provide to firms
Currently delicious have a supplier base that provides the raw materials for their unique cuisine.  There is no seasonal interruption.  However, this makes the bargaining power of their suppliers high as the suppliers are able to dictate price.  Delicious restaurant need to review their suppliers to widen their choice and potentially take advantage of cost savings.

Bargaining power of buyers: The degree to which buyers can exert power over the prices and quality of goods or services they purchase from firms. 
In the food service sector, customers have high bargaining power and particularly in London, where there is a wide range of restaurants to choose from.  Customers are easily able to frequent other restaurants if they feel the price, service or quality of product at Delicious isn’t as they would like or expect. Delicious should continue to provide the high quality and unique product which they currently offer, expand their range and consider offering incentives such as discounts on particularly “slower” days.  

Threat of substitutes: The degree to which alternative products or services can be used as a substitute for the industry's offerings. 
The threat of substitute products or services is moderate. Increasingly, customers are choosing to cook at home rather than eating out due to factors such as having less disposable income and also the influence of influencers on social media who share cooking ideas, meal kits and delivery services.  Despite this though, dining out still remains a social experience and this can’t be recreated in the home. Delicious should focus on ensuring the in-restaurant experience is something which makes customers want to return.  However, they should also ensure they are positioned to take advantage of the home delivery services and make this an option for their customers.

Rivalry among existing competitors: The degree to which existing firms in the industry compete with one another. 
The restaurant industry is highly competitive.  Delicious offers high quality and unique cuisine and should ensure they continue to improve and expand their offerings.  In order to retain their customer base, Delicious should also consider customer loyalty incentives such as a free meal after a number of visits or money-off vouchers. Service levels should be monitored to keep them at a very high standard.
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Stakeholders are individuals who have an interest in the business and who care about the direction of the business and whether or not the business is successful (Barney & Holak, 2023).  Not all stakeholders are “equal”.  Some may just have an interest while others have power to push forward decisions or bring things to a halt.  Power can come from an individual’s position in a company whilst interest relates more to social aspects.  In order to understand the balance of power, it is can be useful to use the Mendelow Matrix.  Mendelow’s matrix (see figure 1) was created by Aubrey Mendelow in 1991 to manage stakeholders in a project (Cuofano, 2023)
  
Figure 1
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This matrix can be used to map each of the interest parties to determine their level of power and also the level of engagement required.

The main stakeholders of the Delicious restaurant can be defined as: owners and investors, employees, customers, suppliers, local authorities, members of the local community and the public.  The most important stakeholders are those who fall within the “high power, high interest” quadrant of the matrix.  These are the individuals with whom communication should be made regularly and with whom there should be maximum engagement.  

High Power, High Interest: 
Customers: have the power to influence the restaurant's reputation, and will be interested in the quality of the food, service, and atmosphere.
Suppliers: have influence over availability and cost of the ingredients used in the restaurant, and they are interested in the restaurant's ability to pay invoices in a timely way.
Employees: Can provide the best service and high quality food.  Their interest is wages, working conditions, and opportunities to grow and develop.

High power, low interest: 
Local authority: They have the power to enforce regulations that affect the restaurant's operations, such as health and safety codes, but would likely be less interested in finer details around the running of the restaurant.
Investors: have high power in controlling the finances of the restaurant and are interested in ensuring they receive the best returns on their investment but wouldn’t be involved in the running of the restaurant.
Low power, high interest: 
Local community groups: They are interested in supporting local businesses and promoting development by job creation and bringing business to the area.
Low power, low interest: 
The general public: may occasionally visit the restaurant, but are unlikely to have a significant impact on its success or operations.

Strategic Growth Options
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A PESTEL analysis examines the external factors in a business environment.  PESTEL is an acronym for Political Economic, Social, Technological, Environmental and Legal.  The factors for Delicious are outlined as follows:

Political
Minimum wage has increased in the last Government Budget
Regulations and laws relating to food safety and hygiene
Import and export laws, particularly in relation to fishing in foreign waters since Brexit
Strikes by transport workers and lorry driving restricting supply of products

Economic
Conditions due to the current economic downturn affecting local markets
Increase in cost of living requiring the need to take an increase in wages
Higher costs for food supplies and fresh ingredients
Exchange rates for import and also Brexit impacting food deliveries and import

Sociological
Changes in purchasing habits due to decrease in disposable income
Changes in demographic make-up as families are forced to move out of London due to affordability

Technological:
Increasing use of online ordering and delivery apps (Wetzler, 2021) accessed via social media. Online reviews impacting the reputation of the restaurant
Automation of equipment in kitchen and restaurant (Shanthi, 2021)
Introduction of security measures to protect customer information

Environmental
Sustainable sourcing of ingredients and environmentally friendly packaging
Energy efficiency measures to reduce the restaurant's energy usage
Reduction in food waste through structured management and recycling programs

Legal
Alcohol licensing requirements
Employment laws and regulations, including discrimination and harassment policies
Food labelling and nutrition disclosure requirements
Adherence to food tolerance measures (FSA, 2022)	
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