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The importance of business planning

Whenyou are settingoutand everythingis movingso quickly, it’s easy to deviate from where you
intendtobe. If youdon’t have a business plan, you might compromise growth or missouton
opportunities by sweating the small stuff and not focusing on what matters most.

Havinga clear business plan from day one keeps you focused on the goals that are crucial for success

and provides guidelines for day-to-day operations and decisions. A good business plan gives you
goals to strive towards forthe next month, yearand beyond.

Why do | need a business plan?

Thereis no logical reason to wait for external motivation, like your bank manager askingto see your
business plan, before you write one. Committing your plans to writing helpsto sharpen yourfocus
and identify your priorities, and can be used as a benchmark to measure your progress towards
achievingyourgoals.

Business plans are an essential management tool that tells you what you plan to achieve, how you
planto achieveit,and whenyou hope to achieve it by. Set time aside to assess actual progress
againstyour business planto keep yourbusiness on track, and update your plan as economic,
market and individual circumstances change.

The primary purpose of your business planisto map outa strategy and action plan foryour
business, butitalsoservesauseful secondary purposeas a reference document for external parties
with an interestinyourbusiness.

Who will read your business plan?

Your business planislikely to be read by people in yourcompany as well as other people and
businesses who are entering some form of partnership orassociation with you.

Since your business plan contains your strategy and action plan for your business, it will be referred
to by yourstaff to ensure the decisions they make match the overall plans and objectives of your
business.

Your business plan (orselected portions of it) is likely to be shown to people outside your business,
like yourbank manageror otherlenders, when looking to raise finance orinvestment capital.

Similarly, if you are looking to employ a new senior staff member, a professional business plan could
help clinch the deal.

Potential business partners orrepresentatives are also likely to be favorably impressed by a
comprehensive business plan, and your plan will also play animportant role in presenting your
businessto potential buyers when the time comesto sell your business.

People from outsideyour business will primarily be interested in using your business planto assess
the viability and profitability of your business.
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Setting your goals

Your business will not operate as efficiently and effectively as it could without specificand defined
goals. Your business planislikely to outline goals forsome, orall, of the following.

¢ Financial objectives —for example, toincrease turnover orreduce operating costs by 5% this
year.

e Strategic objectives—forexample, toincrease the number of corporate clients by 20%
withintwoyears.

e Operational objectives—for example, toincrease output by 10% within six months.

e Marketing objectives—for example, toincrease total sales to existing customers by 10%
nextyear.

e Social/Environmental objectives —forexample, to decrease your carbon footprint by 5%
each yearfor three years.

Holding a staff brainstorming session is agood way to benefitfrom the expert knowledge of your
staff and gettheirbuy-inand support foryour business goals and objectives. Depending on the size
of your business, you might hold only one brainstorming session or several, to cover the objectives
for various business units.

Keep yourgoalsrealisticand pertinent to current general economicconditions, and to your specific
industry conditions. Forexample, in a period of global economicdownturn, it is more effective to
look at ways to decrease costs than to increase sales.

Identify your strategy

Your business plan willalsoincludeyourbusiness strategy and will outlinethe steps you planto
follow to achieve the goals and objectives you have identified. This, in turn, will direct the day-to-day
operations of your business. Each of your business goals will need a plan of action that needsto be
followed to achieve the objective.

As arule of thumb, your strategy will outline the most practical and cost-effective way to achieve
each objective. It will detail any extraequipment or personnel that might be required to achievethis.

For example, you might need an extra staff memberand an additional computertoincrease output
by 10% within the next six months, oryou might consider enrolling your sales staff on acourse to
achieve the objective of increasing sales to existing customers next year.

Forecast the financial implications

The financial implications of your goals and strategies will be reflected inthe financial forecastsin
your business plan. Yourgoals will identify the areas of improvement, like anincrease insalesora
reductionin costs, and yourstrategy will identify any additional expenditure needed to achieve
these goals.
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Most business plans willinclude a 12-month cash flow forecast, a profitand loss forecast, and a two-
or three-year projection.

Your cash flow forecasts will identify whether you have sufficient financial resources toimplement
your plansimmediately, orwhetheryou will need to explore other financing options. Monitoring
your actual spend againstyour projectionsisaway to ensure that new project costs do not escalate
much beyond planned expenditure.

Review your business plan

Your business planisalivingdocument that grows and changes overthe lifespan of your business.
Its objective is toidentify your key goals and how to achieve them, while taking marketand
technological trends into account.

The effectiveness of your business plan as amanagement tool depends onyou referring back toit as
areminderofyour plansand objectives, and updating your plans to keep themrelevant.

Reviewingyour progress against your business plan, onanannual basis, isa good way to measure
actual performance, and will formthe basis for revising and updating your plans.

Because the nature of your business and the market you operate in will change overtime, itisa
goodideato review and update yourbusiness plan once ayear. The most efficient way to achieve
thisisto set aside a few days every year, at the same time, to do this.

Tel: (03) 9888 1000 Page3 of 3 Shop 2, 303 Stephensons Road
Email: admin@wpsmith.com.au Mt. Waverley VIC 3149



