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EXECUTIVE SUMMARY

One in six children, or 356 million globally, were living in severe poverty. The Rainbow Paradise was introduced on the market as a social enterprise. The company offered ethically sourced products and for each bought item the exact one was donated to a disadvantaged children around the world. The company strengths were product innovation, assistance to customers, investing in research and development, competent workers. The company weakness were customers, new store in the market, unknown in the industry. Strategic Management were used to analyse the introduction of a social enterprise and its unknown future and potential on the market. It was recommended for Rainbow Paradise to introduce innovative products in the future. A wide range of new products will consolidate the future of the company in the market share, or it may produce a market development. It is also recommended to implement new strategies in terms of organisation structure when new products will be introduced as this will embrace the smooth running of the company.  This solution fits the organisation based on the analysis conducted.
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[bookmark: _Toc120262212]1 Introduction 
Business background
The goal of strategic management is to evaluate, plan, and implement actions in order to sustain or increase an organization's competitiveness. Both the internal and external environment are considered throughout the evaluation process (Sammut, 2015). 
The population is becoming more aware of the pollution, climate change and the poverty in some parts of the world. According to recent research that was released by the World Bank Group and UNICEF, an estimated one in six children, or 356 million globally, were living in severe poverty before the pandemic, and this is expected to grow dramatically in the coming years. The change in the people habits can be seen every day regarding these matters therefore the social enterprises are becoming more common. 
Purpose and structure of the report
The purpose of this report is to analyse in terms of strategic management the introduction of a social enterprise and its future.  The report will cover the social enterprise sector in general, the strategic intent of the company, the environmental analysis of the company where different analysis tools will be used. The stakeholders will be identified and placed on a grid, the strategy formulation and implementation will be defined and analysed. The report will have recommendations and will end with a conclusion.

[bookmark: _Toc120262213]2 Social enterprise 
According to the UK's Department of Trade and Industry (DTI), a "social enterprise" is "an organisation whose primary goal is not financial profit for its owners and shareholders but rather the promotion of a social or communal benefit" (Kerlin, 2006).

[bookmark: _Toc120262214]2.1 Structure of social enterprise
In the United Kingdom, social enterprises can be found in a wide variety of industries, including the production and sale of consumer goods, the provision of local community resources, the management of advertising agencies, arts groups, recycling initiatives, food service establishments, cleaning companies, and waste removal activities, to name just a few. Many community healthcare providers are social businesses, and social enterprises generally deliver the same high level of service (Social Enterprise, 2022).
According to GOV.uk the most common legal structures for Social enterprises are: 
· Limited company
· Charity, or from 2013, a charitable incorporated organisation (CIO)
· Co-operative
· Community interest company (CIC)
· Sole trader or business partnership (GOV, 2022).

[bookmark: _Toc120262215]2.2 Social enterprise nature of the market 
In the United Kingdom, there are one hundred thousand social companies that together generate sixty billion pounds and provide work for two million people. According to the most recent study conducted by SEUK, social enterprises are more successful than conventional companies in fostering development and innovation, decreasing inequality, creating new employment, and making the economy more accessible to those with different backgrounds. Since 2017, the share of social companies that were founded over the past three years has progressively risen from 25% to 34%. 47% of social enterprises are young businesses (less than five years old), compared to 10% of SMEs. 44% grew their turnover in the last year and 74% made a profit or broke even (Social Enterprise, 2021). 

[bookmark: _Toc120262216]3 Strategic Intent
The Rainbow’s Paradise is a community interest company which offers a vast range of children clothes, shoes, and toys online and in store. Most of these products are organic or derive from recycled items. For each product bought from the store or online, the same item will be donated to the disadvantaged children.
[bookmark: _Toc120262217]3.1 Vision Statement 
Definition
A vision statement is a strategic document that articulates the long-term goals of a company. The goals, strategies, and guiding principles of an organisation should all contribute to the realisation of its vision (Ray, 2021).
The Rainbow’s Paradise vision statement
We want every child to grow up in the same way, and your purchases make it possible for us to help. 

[bookmark: _Toc120262218]3.2 Mission Statement
Definition
A company's mission statement is an easy-to-understand proclamation of its primary goals. What your business provides for its clients and workers. The mission statement often includes broad descriptions of the company, its primary role, and its primary objectives (Berry, 2021).
The Rainbow’s Paradise mission statement
It is essential to purchase clothes and toys for kids. But too many kids in the world don't have toys, clothes or shoes that fit right. So, we do things in a different way at the Rainbow Paradise. For every one of our one-of-a-kind, ethically sourced products that a customer buys, another one is given to a child in need somewhere in the world. We started this company because we wanted to make a difference, and every time you buy something from us, you do too.
[bookmark: _Toc120262219]3.3 Objectives 
Definition
Goals give direction, drive, focus, and relevance in enterprise. SMART goals guide goal setting. SMART it’s an acronym who stands for Specific, Measurable, Achievable, Realistic, and Timely. SMART goals include all these characteristics to help focus efforts and boost chances of success (Corporate finance team, 2022).
The Rainbow’s Paradise objectives
Increasing the sales, selling ethically sourced products, donating to disadvantaged children.
[bookmark: _Toc120262220]3.4 Strategy Statement
In order for every child to grow in the same way, with the sale of each of our ethically sourced products we will donate the same one to disadvantaged children.

[bookmark: _Toc120262221]4 External Environmental Analysis
Macro environment


Microenvironment

Company


The external environment of a company are the micro environment which is next to the company and the macro environment which is next to the micro environment.
[bookmark: _Toc120262222]4.1 Macro environment 
Macro environment is made of crucial, often unavoidable, external elements that shape an organization's actions and plans. Political, economic, social, technologic, environmental and legal elements all have a role (IGI Global, 2022).
The best analysing tool for the Macro environment is Pestel.
[bookmark: _Toc120262223]4.2 Pestel analysis
Pestel is the acronym for political, economic, social, technologic, environmental and legal factors.
Political factors
How and to what extent the government intervenes in the economy or a specific sector are examples of such elements. Some examples include government action or inaction, political stability or instability, corruption, international trade policy, tax policy, laws governing labour conditions and environmental law, and trade restrictions (DeBrun, 2016).
Rainbow Paradise can be affected negatively by the implementation of new procedures between Europe and the United Kingdom.
Purchasing finished goods and raw products from the EU will incur higher expenses, which might reduce profits for Rainbow Paradise.

Economic factors
The economy of a country is affected by a variety of elements. Factors include economic growth, currency, inflation and interest rates, disposable income, and unemployment rates. These elements might have direct or indirect effects on a company over time (DeBrun, 2016).
Variations in inflation which is growing can badly affect Rainbow Paradise.
The impact of the British Pound abroad can affect Rainbow Paradise as lately is losing power towards Euro and American Dollar.

Social factors
The demographics, cultural norms, behavioural patterns, and value systems of the population all contribute to this wide environment factor. Factors such as population size, financial inequality, work ethics, concern for personal security, awareness of the need of healthful living, and the prevalence of harmful practises in popular culture are all included. Targeting customers effectively requires the use of these factors (DeBrun, 2016).

Rainbow Paradise can benefit from the shifts in values, with a heightened awareness of environmental problems.
Rainbow Paradise will become an well-known brand, it will be seen as a supporter of wellness because of the benefits it offers to the economically disadvantaged.

Technologic factors
These elements involve technological developments that may impact industry and market operations. This includes technology advantages, innovation, mechanization, R&D, changes in technology, and a market's technical knowledge. These considerations may impact decisions to enter specific sectors, introduce certain goods, or outsource manufacturing elsewhere (DeBrun, 2016).
An organisation needs to be agile because of how quickly manufacturing techniques and product innovation evolve. Some things that would have been unthinkable even a decade ago are now the norm.
Online shopping trends.

Environmental factors
Environmental factors are new. Lack of supply of raw goods, pollution and carbon footprint targets have made them important. These elements include weather, climatic condition, environmental offsets, and global warming, which influence tourist industry, farming, agriculture, and security (DeBrun, 2016).
Efforts are being made to make the retail sector more eco-friendly, sustainable, and hygienic, and customers are increasingly looking for establishments that don't use plastic packaging.

Legal factors
These elements may intersect with political elements, but they include antitrust, discrimination and labour laws, consumer safety, trademark, copyright, and safety and health legislation. To trade profitably and ethically, organisations must know what is lawful (DeBrun, 2016).
Safety and health law, in certain countries children are abused by working under legal working age.
Trademark

[bookmark: _Toc120262224]4.3 Micro environment 
An organization's effectiveness and daily operations are influenced by the micro environment in which they are located (Surbhi, 2020).
The best tool to analyse the micro environment is Porter 5 forces.
[bookmark: _Toc120262225]4.4 Porter’s 5 Forces
According to Porter's Five Forces analysis, rivalry arises from factors outside direct market participants. The competitiveness of a given industry is influenced by five factors: the presence of new entrants, the bargaining strength of suppliers, the bargaining power of buyers, the availability of replacement products or services, and the intensity of existing competition. This affects the potential profits and interest in a sector. When all five criteria are high (as they are in the aviation sector), very few businesses succeed financially. High profits can be expected from the soft drink industry, for example, when pressures are rather mild (DeBruin, 2016).
Threat of new entrants
When a new company enters a market, it brings with it the ability to produce more goods or provide more services. To what extent a danger really materialises is proportional to the difficulty of breaking into a certain market. Competition from new entrants is reduced when obstacles to entry are high (DeBruin, 2016).
The threat of new entrants in the business is high as anyone nowadays can set up an online clothing shop for children. However, most of them will not sell ethically sourced products as those are more expensive. New entrants, who may not have especially exceptional products to begin with, may develop fresh ways to market and promote their goods, creating original brands in the process.

Bargaining power of suppliers
This factor determines the extent to which suppliers can increase prices or reduce the quality of goods and services sold to businesses, hence reducing the sector's potential for profit. The capacity to exert influence over a supplier depends on the degree of supplier concentration and the availability of alternative suppliers. Less suppliers means additional power (DeBruin, 2016).
The power of suppliers for organic and ethically sourced products is medium as there are not many suppliers providing these materials. However, for toys the power of suppliers is very low as most of them provide every range of toys.

Bargaining power of buyers
The purchasing power of consumers is the outputs market. Price sensitivity is determined by the extent to which the market may exert pressure on a company. They have more influence when there are fewer customers and more options available. Changing companies should be easy (DeBruin, 2016).
Buyers have a significant influence in the retail and toy industries. Customers are essential to the survival of the business. Customers may easily move between the thousands of stores that sell similar products. However, not all the stores donate for each product bought therefore this is an attraction for the customers.


Threat of substitute products
Existence of items outside of common product boundaries enhances client switching. To find alternatives, go beyond comparable products with different brands. Every similar product should be considered (DeBruin, 2016).
The threat of substitute products is medium as there are certain businesses offering the same products. Though, most of them are normal retail stores for profit and are not offering any kind of help to disadvantaged children.

Rivalry among existing competitors
Market competitiveness, measured by the number of competitors and the results they can achieve, is the subject of Porter's fifth and final force. When there are numerous rivals of roughly the same size and power, when growth in the industry is modest, and when customers may easily switch to a competitor's product for a lower price, competition is fierce (DeBruin, 2016).
The rivalry among existing competitors is high as there are several huge brands starting offering the same products for a cheaper price. 

[bookmark: _Toc120262226]5 Internal Analysis
[bookmark: _Toc120262227]5.1 VRIO framework
VRIO analysis determine whether or not a company's internal resources and competencies can provide a competitive advantage over the long term. The acronym VRIO refers to the concepts of value, rarity, imitation, and organisation (Jurevicius, 2022).

	Criterion
	Feedback
	Response/ Action

	Valuable?
	Yes
	Competitive Advantage

	Rare?
	Yes
	Competitive Advantage

	Inimitable?
	Yes
	Competitive Advantage

	Organised?
	Yes
	Sustained competitive advantage



Rainbow Paradise is valuable as it has perceived value to the customers who are aiming to help donating to children and by doing so it has an advantage at reducing and removing the competitors. The company is rare as it is very unusual for retail stores to donate each product they sell. The company is inimitable because of the disadvantage cost a retail store will incur if trying to imitate it. The company is organized therefore it has a sustained competitive advantage.

[bookmark: _Toc120262228]5.2 Value Chain framework
A company's competitive advantage may be better understood through a value chain analysis, a strategic process in which the company assesses its internal operations. The ultimate purpose of a value chain framework is to identify the activities that set one company apart from its rivals (Hart, 2022). 
[image: ]
Primary activities: 
Primary activities are actions that contribute to the creation of a final good or service. They are grouped as follows:
Inbound Logistics: 
Inbound logistics for Rainbow Paradise is associated with purchasing high quality products and organic and recycled material from manufactures in Europe and UK. The shipping cost is an advantage as the EU manufacturer have their own transport while in UK the shipping cost is very affordable. 
Operations: 
The clothes and shoes are designed by Rainbow’s Paradise design team and manufactured in Europe and UK. The designs are sent to our partner companies who manufacture the products with the requested organic and recycled materials. The materials are what offers value to this primary activity. The toys are bought directly from suppliers.
Outbound Logistics: 
Rainbow Paradise offers both, in store and online buying which ad high value to the outbound logistics as customers can simply order online while relaxing. The delivery service is offered next day if ordered before 12pm. 
Marketing and Sales: 
The Rainbow Paradise offers a wide range of products and brochures online and it is advertised through different social media platforms. The company accepts all sorts of cash in store and online payments on the website, it is PCI DSS compliant.
Service: 
Rainbow Paradise strives to achieve high quality customer standard by involving each customer in the donated items and the different social causes. In addition, offers periodic training to its employees to better assist the customers.

Secondary activities:
All businesses need to engage in what are known as secondary activities to supplement and strengthen their primary ones.
Infrastructure:
Retail businesses can't function without support from administrative, financial, legal, and similar divisions.
Human Resource Management:
Rainbow Paradise employees are encouraged by the company's extensive benefits package. The company has a strong emphasis on employee development and offers a wide range of training opportunities within an encouraging work environment to maintain a highly productive and happy workforce.
Technology development:
Rainbow Paradise is known for the use of technology, not only for marketing purpose but also for sharing and promoting different stories of disadvantaged children around the globe. The company also has a forum where different customers or individuals can come together and help towards the mission of the company.
Procurement:
There is a wide range of possible partnerships in the procurement process. One of Rainbow Paradise competitive advantages is that the company has quality supplies that fir the business budget.


[bookmark: _Toc120262229]5.3 SWOT framework
Strengths, Weaknesses, Opportunities, and Threats (SWOT) analysis is a planning method used to assess the positives and negatives of a project or business. Structure for adapting an organization's plans and resources to its surroundings (CIPD, 2021).

	S
	W

	Product innovation
Assistance to Customers
Investing in research and development
Competent workers
	Customers
New store
Unknown in the industry

	O
	T

	New trends in the customer behaviour
Possible rapid economic development
Reliable supplier
	Possible Competition
Selling cost per product



The Company strengths are product innovation due to ethically sourced materials used, investing in research and development in order to improve sales, having competent and dedicated workers and assisting the customers with everything they need.
The Company weaknesses are customers which can switch easily stores, unknown store in the industry.
The company opportunities are new trends is the customer behaviour and possible rapid economic development as they are becoming keener to help and more aware of the environment problems. Having reliable supplier who supply organic and recycled goods.
The company threats are possible competition which are selling their products cheaper.

[bookmark: _Toc120262230]6 STAKEHOLDER ANALYSIS
[bookmark: _Toc120262231]6.1 Define Stakeholders 
An individual or a smaller community that possesses the authority to respond to, engage with, and affect the organization's strategic future is an example of a stakeholder (Eden and Ackermann 1998).
[bookmark: _Toc120262232]6.2 Stakeholders identification
Rainbow Paradise internal stakeholders: staff, customers, management team, disadvantaged children.
Rainbow paradise external stakeholders: competitors, media, community and creditors.
[bookmark: _Toc120262233]6.3 Power interest grid

	High power – Low interest
	High power – High interest

	Senior executives
Customers

	Management Team
Creditors

	Low power- Low interest
	Low power – High interest:

	Media
Community
Competitors

	Staff
Disadvantaged Children




High power – Low interest: The senior executives have directed power, and the profit in order to donate is the goal; the consumers have the power of influencing sales, and consequently the profit; each stakeholder possesses great power in their own unique way.
High power – High interest: When it comes to high power, the people who have the most influence over how a business operates are the management team, but the creditors also have a lot of power since they provide capital to the business. A tremendous level of interest has been generated in each of them as a result of the stakes that are at danger.
Low power – High interest: All of the stakeholders who fall under this group have a limited ability to exert an effect on the way the company operates; still, because of the way the organisation operates, they have a significant amount of interest in its activities.
Low power – Low interest: Since these stakeholders are not immediately impacted by the way the business runs or the results it achieves, the information that is provided to them is quite limited.

[bookmark: _Toc120262234]7 Strategy Formulation
Strategy formulation is how an organisation chooses actions to attain its goals. This procedure is crucial to an organization's success since it outlines the steps that will produce the desired results. All employees should know the organization's objectives, mission, and purpose. Strategy formulation forces a company to look at the changing environment and be prepared. A strategic plan helps a business analyse resources, manage finances, and maximise profitability (Sayenda, 2020).
[bookmark: _Toc120262235]7.1 Ansoff Product-Market Mix
The Matrix may be used as a straightforward strategy tool. Options for expanding the business are depicted as a 2x2 matrix, with both present and potential new products and markets serving as axes. According to Ansoff, the product's market is "the purpose which the product is designed to fulfil" (Ansoff, 1957). There are four possible approaches when the two sets of dimensions are combined (Dawes, 2020).
[bookmark: _Hlk120226778]Market Penetration/ Consolidation: introducing an existing product in the existing market, Consolidation – consolidating the company’s position in the existing market
[bookmark: _Hlk120226834]Product Development: introducing a new product into the existing market
Market Development: introducing an existing product into a new market
[bookmark: _Hlk120226868]Diversification: introducing a new product into a new market.
Existing Market
New Market

Market
Existing Products
New Products
Products

	Diversification

	Product Development


	Market Development

	Market Penetration/ Consolidation




The Rainbow Paradise is currently in the Market Penetration sector as it is introducing an existing product to an existing market. Within the next year will focus on expanding the sales and consolidating its existence in the market. As soon as its existence in the market is consolidated will introduce new innovative products into the existing market.

[bookmark: _Toc120262236]7.2 BCG Matrix
The growth share matrix, in its simplest form, is a tool for portfolio management that provides a framework for determining the relative importance of various companies. The table is divided into four sections, each of which symbolises a different level of profitability: cash cow, dog, star, and question mark. Executives may then determine where to put their time, energy, and money to produce the most return by assigning each company to one of these four sections (Reevs, 2021).
Star 
This section indicates businesses that have substantial market share and create cash required for a business to thrive in the fast-growing market.
Cash Cow
One definition of this section is a company unit that commands a sizable portion of the market in an established, low-growth market.

Question Marks
This section is the company that operates in a rapidly expanding area but has a small percentage of the overall market.  Since it is unclear whether or not such a company will achieve Star status, its future is unclear. However, a brand-new company can be positioned here when starting.
Dog
This section represents the companies that have a small proportion of slow-growing markets. They create low or negative profit therefore is not beneficial to invest in these companies (Reevs, 2021).
[image: Best 10 BCG Matrix Examples for Students | EdrawMind]

Fig. 1

Rainbow Paradise is a relatively young player in the industry, the company is now located in the Question mark section. It has a big potential to succeed due to its marketing, the products that are ethically sourced, and the charitable work that it does, therefore there is a good chance that it will move up to the star section within the next year, where it will hold substantial market share and huge profit. Because of this, it is particularly appealing to customers and investors who are interested in helping the world become a better place.

[bookmark: _Toc120262237]8 Strategy Implementation
[bookmark: _Toc120262238]8.1 Balanced scorecard
The balanced scorecard is a structured report used to assess the efficiency of an organization's management. Key performance indicators (KPIs) can be used to highlight the management team's contributions to the overall strategy and the effective achievement of the defined objectives. Success is measured in relation to predetermined goals or targets in order to ascertain the rate of expansion and to compare the firm to its competitors (CFI Team, 2022).
The following is a list of the principal points of focus for a balanced scorecard:

Financial perspective
From a financial perspective, a company's top priority should be to maximise the rate of return on its assets while minimising the substantial risks associated with running the business. The objectives can be accomplished by providing to the requirements of all of the participants involved in the business (CFI Team, 2022).
Customer perspective
How effectively a firm satisfies its customers' demands and provides value to them is measured by the level of satisfaction they report with the company's products or services. If clients are happy, that's a good sign for the company. It makes sense that the way a company treats its customers would affect its bottom line (CFI Team, 2022).

Internal business processes perspective
A company's productivity may be traced back to the methods it employs internally. To better understand how various indicators and objectives might contribute to an organization's smooth functioning, a balanced scorecard can be used. In addition, the scorecard may be used to determine if the company's products or services are in line with what customers want (CFI Team, 2022).
Learning and growth perspective
This perspective is investigated further through the examination of various training and information resources. This approach addresses the accuracy with which information is acquired as well as the efficiency with which personnel utilise the information so that it may be turned into a competitive advantage within the sector (CFI Team, 2022).
[bookmark: _Toc120262239]8.2 BSC applied to Rainbow Paradise

	Perspective
	Objective
	Measure
	Target
	Initiative

	
Financial 
	Increase profit
	Funds flow
	Improve profit from net sales by 20%
	Reducing Producing cost

	
	Reducing production cost
	Cash
	Reducing production cost by 10%
	Negotiating with suppliers

	
Customer 
	To serve as a point of reference for a wide range of products
	Customer growth 
	Increasing products by 15% in 6 months
	Introducing new requested products

	
	Bring in additional customers
	Customer churn rate
	Increasing customers by 25% in 6 months
	Sale discounts and improved advertising

	

Internal business processes 
	To set the standard for excellent customer service
	Studying data from customer service reports
	Boost the number of compliments received from customers by 40%
	Adjust the method of serving customers.

	

Learning and growth
	Having personnel that is really experienced in product development
	Staff engagement in development programs
	Having between 20 and 40 sessions in the next 2 months
	Enhancing programs and training.



[bookmark: _Toc120262240]8.3 Structure of the company
The existing organisational structure that Rainbow Paradise maintains has the potential to shift to a different structure operation in terms of management, production, and delivery depending on the trajectory of the company and the new products that will be launched in the near future. However, in accordance with the company's mission, the products will continue to be derived from organic and recycled materials, and the donating service that is included with the purchase of each product will continue to operate.

[bookmark: _Toc120262241]Recommendations 
It is highly recommended for Rainbow Paradise to introduce innovative products in the future. A wide range of new products will consolidate the future of the company in the market share, or it may produce a market development. It is also recommended to implement new strategies in terms of organisation structure when new products will be introduced as this will embrace the smooth running of the company. Enhancing the personnel training while also ensuring that it is in accordance with the expansion of the organisation in the market is another recommendation.

[bookmark: _Toc120262242]Conclusion
In conclusion it can be said that the social enterprise sector had a growth development within the last years therefore Rainbow Paradise introduction on the market is a good idea. The external analysis provided good examples of macro and micro environment factors which can potentially affect the development of the company, while the internal analysis provided good examples of factors within the company which can provide competitive advantage, review of internal operations and the structure for adapting the company’s plans and resources to its surroundings. The strategy formulation helped to realise where the company is situated in the market share right now and where can be in the future based on its existing and future products. The strategy implementation evaluated the effectiveness of the rate at which the company is expanding and how it stacks up against its rivals. Last, the structure of the company describes the potential to shift to a different organisational structure in the future.
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