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The Strategic Planning Process

Purpose

Planning is the process of managing change.

The most common reason for preparing a strategic plan is to answer a company’s basic questions including:

· Is the company performing to its full potential?

· Is the company missing important opportunities?

· Is the company well positioned to service its target markets and clients?

· Is the company well positioned versus its competitors?

· Does the company know where it is and where it is heading?

· Does the company have specific action plans?

· Is the company organized to achieve its strategic objectives?

A strategic plan will need updating from time to time but is a great help in addressing the weaknesses and capitalizing on the strengths of the business and its owners.  The strategic planning process forces management to examine the business in the context of the organization’s future direction.  It also forces management to make clear “crisp” choices as to how the organization will achieve its objectives.  

The strategic plan is not a static document that, once prepared, an organization shelves and forgets.  Instead, the strategic plan represents the periodic documentation of an on-going planning process.  Management should visit and re-visit the plan often to ensure that the organization has a strategy for dealing with the inevitable and constant change that occurs in business.

The strategic planning process by nature is future-oriented requiring management to exercise strategic thinking. 

A well-researched and well-written strategic plan will provide management with direction and a path to future profitability and success.  The strategic plan provides all stakeholders with a common understanding of the business and its mandate. 

The ultimate purpose in this process is to produce a clear action plan that brings positive results.  A business will not realize the benefits of strategic planning without commitment to implementing the action plan.

Benefits 

The benefits of planning come from looking ahead, anticipating problems, and identifying the resources required in dealing with those problems before they occur.

The benefits of effective planning include:

· Get ideas out of the entrepreneur’s or manager’s head and onto paper

· Know and understand external and internal realities influencing the business

· Assess future trends including markets, competition, and environment

· Provide a clear sense of direction, orientation, and purpose

· Understand strategic priorities

· Establish a common vision, understanding, and commitment among all stakeholders

· Use resources more effectively

· Provide an honest assessment of strengths and weaknesses

· Improve profitability and competitiveness 

· Set specific goals and objectives, identify and allocate required resources, and emphasize action to bring desired results

· Allocate individual tasks and timelines for completion

· Provide a means of evaluating performance and progress

· Provide a guide for decision making

· Reduce the risk of business failure

· Get management and employees pulling in the same direction

· Increase the probability of accomplishing management’s objectives 

Success Factors 

Generally, business owners or managers are the primary users of the strategic plan.  Key personnel within the company want to know what is going to be done, when it is going to be done, who is going to get it done, how it is going to be done, and what will be the final outcome.

When preparing a comprehensive strategic plan it is important to deal with every aspect affecting the company including identification of major challenges associated with achieving goals.

Success factors in the strategic planning process are:

· Implementation - an organization must take action to implement the plan

· Monitoring - an organization must set up a system for monitoring results and comparing them with the strategic plan 

· Constant Feedback - management must receive and evaluate feedback from employees about how the plan is working 

Tips on Approach to Strategic Plan Writing

· Before starting the strategic plan type in all headings.  This will make your work more organized and help you avoid omitting important sections of the plan.

· Too much detail will reduce the plan’s impact.  Keep to the essential core of what you want to say and keep it clear and concise.

· Remember the strategic plan may be used as a selling tool so presentation is very important.

· For each issue identified in the strategic plan clearly state: (1) what the issue is; (2) why the issue is important; (3) what the company should do to address the issue; and (4) what the benefit will be to the company once the issue has been addressed.  In other words, indicate What?  So What? and What Next?
Common Mistakes in Strategic Planning

· Executive Summary inaccurately summarizes the body of the strategic plan

· Plan is too long, too technical, or too detailed

· Financial data is inconsistent with the rest of the plan

· Typographical errors (Do not use abbreviations or contractions)

· Insufficient use of communication tools such as diagrams, graphs, charts, and maps

· Errors in logic

· Strategies focus on the present rather than the future

· Failing to identify and respond to critical success factors

· Lack of customer focus

· Inability to identify and react to competition

· Failing to appreciate the reader’s requirements 

· Over-estimating projected sales and/or under-estimating projected expenses

· Failing to consider seasonality and its impact on cash flow

· Under-estimating the time it takes to launch new products/services

· Not involving the right people in the organization in the planning or implementation process

· Insufficient monitoring and comparison of results with planned performance

· Inadequate use of external advisers

· No follow-up or monitoring of actual results against the plan

· General conclusions drawn from a small sample or small amount of data

· Using jargon and/or "buzz-words"

Format for SMUBDC Reports

Cover

The cover is the first page the reader sees and should be uncluttered, attractive, and clearly state the title of the report.  Include the following:

· Business name

· Date business plan was prepared

· Name, mailing address, telephone number, fax number, e-mail address, and website (if applicable) of organization preparing the business plan

Disclaimer

· To clarify responsibility for the projections as follows:

This report has been prepared in conjunction with   (insert client’s or company’s name)
 on a best-effort basis and reflects the conditions prevailing at the time of the analysis completed on 

, 200    .

The projections, recommendations, and conclusions contained in this report are, to some degree, based on opinions and assumptions that are subject to variation depending upon evolving events.  Therefore, we cannot represent them as results which will necessarily be achieved but only as those which could be attained provided the opinions and assumptions relied upon remain valid.
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Data Page

The strategic plan could be used by investors and lenders.  Therefore, it is important that contact information be readily available on one sheet so readers can easily identify and reach key people involved in the business.  Include the following:

· Name of the business

· Legal status of the business

· Address, telephone and fax numbers, and e-mail address of the business

· Contact person’s name, mailing address, telephone and fax numbers, and e-mail address

· Lawyer’s name, mailing address, telephone and fax numbers, and e-mail address

· Accountant’s name, mailing address, telephone and fax numbers, and e-mail address

Executive Summary

Although the Executive Summary is the first section of the strategic plan it is the last section written.

The Executive Summary should be well written, concise, and positive and be no longer than one to two pages.  It should contain a brief summary of the most important elements of the plan.

The reader of the Executive Summary should get an accurate and concise impression of the company, the nature of the business, its product(s), market, management, and profitability as well as the important issues facing the organization and solutions or direction.

The Executive Summary should pique the reader’s interest and entice the reader to read the body of the plan.  Often a poorly written Executive Summary will cause the reader to develop a negative attitude towards the business as well as towards the organization that prepared the plan.  The reader may even discard the plan altogether.

Table of Contents

Readers get an impression of the completeness of a plan by looking at the Table of Contents.  Organize the Table of Contents with headings and sub-headings for each section and titles for each of the Appendices.  Number the pages of the plan but do not include a number on the first page.

· Each section and subsection listed

· Major Strategic Plan Headings (this list is not exhaustive):

1.0
Company Profile 

2.0
Project Background

3.0 
External Trends

4.0
Internal Systems

5.0
Stakeholder Needs

6.0
Strategies 

7.0
Action Plan 

Appendices

Other Notes

· Use 12 pt. font size throughout the report

· Use 1.5 line spacing (except for Table of Contents where you use single spacing)

· Leave a space between paragraphs

· Write out numbers ten or less (instead of 1 write one, 2 write two, etc.) and write out the word percent (instead of using %).

· Include a header with the client’s or business’s name throughout the body of the report (use 10 pt. font size for this)

· Include the name of the organization that prepared the plan in the footer throughout the body of the report (use 10 pt. font size for this)

· Include page numbers in the top right-hand corner of the page (but do not include page number on page one)

· Begin each major section on a new page

· Make a “cover page” for each Appendix and title each of the Appendices on the cover page 

· Do not number pages of Appendices

· Letter Appendices rather than number them (i.e., Appendix A, Appendix B, etc.)

· Do not include headers and footers on Appendices

· Be consistent in your format

1.0
Company Profile

Introduce the organization, its products, and its services to the reader as briefly and concisely as possible.  Describe who started the company and when and why the business was established.  Give the reader a good overview of where the company has been by highlighting major milestones or events in the business’ past.   
· Describe the company’s origins including its products and services

· Comment on any major milestones or events in the business’ history

· State when the business began operations

· Identify the firm’s legal status (sole proprietorship, partnership, corporation)

· Outline the corporate structure

· Specify plants, offices, warehouses, etc. by location

If applicable, also include details about Other Related/Associated Companies or Joint Ventures.  For example, if the company is involved with other businesses, list and provide an organizational chart that outlines the relationship between all involved parties.

2.0 Project Background 

Outline the major issues facing the organization.  The reader should not have to read through a lot of detail.  Rather, a clear indication of the following is sufficient:

· New opportunities facing the organization

· Alternatives for capitalizing on these opportunities

· Reasons the organization is undertaking the strategic planning process

· Identification of the organization’s strategic business units 

3.0  External Trends

For readers to understand the strategic plan, they need to understand the environment in which the business operates.  Important considerations include:

· Government influences (grants, subsidies, taxation policies, crown corporations, custom duties and quotas, legislation, regulation, etc.)

· Economic factors (interest rates, exchange rates, unemployment, inflation, housing starts, consumer price index, etc.)

· Socio-demographics (unionization, language, education, leisure, health and safety, culture, aging population, average family size, population growth, geographic shifts, disposable income, etc.)

· Technological advances (computerization, automation, robotics, process technology, product technology, office technology, etc.)

· Industry Analysis 

· Industry structure and where the business fits within that structure

· Overall industry size

· Industry trends (outlook/potential growth or decline in the industry, new products, new markets, new customers, new regulations, recent entrants or exits, etc.)

· Industry seasonality 

· Types of businesses in the industry

· Competitor Analysis 

· Briefly profile the company’s major competitors 

· Target Market and Customer Purchase Criteria
· What is the target or niche market?

· Who buys the products/services?

· What are customers’ demographic or psychographic profiles?  Describe any market segmentation and identifiable homogeneous characteristics.

· Where are customers located?

· For existing businesses, describe current customers and list major customers in an appendix.

· Why do customers buy?

· Within this product line, what types of features are buyers most interested in?

· What are the major buying factors i.e., what influences the customers’ buying decision (quality, delivery, price, warranties, service, etc.)?

4.0  Internal Systems

After readers understand the external environment, they want to know how the business fits in to its particular market.  Now it becomes important to define the company in terms of financial resources, marketing initiatives, operations, and management and human resource considerations.

4.1 Financial  

· Does the company have adequate capital reserves?

· Does the company use relevant financial projections?

· Does the company use clear financial statements that provide pertinent information?

4.2 Marketing

· Has the company identified appropriate target market(s)?
· Does the company know why customers buy?
· Does the company have a comprehensive marketing plan or strategy?

· How does the company’s brand name or image impact on profitability?

· What is the status of research and development within the company (Market R&D, Process R&D, Product R&D)

· Does the company follow-up with customers regularly (after sales service)?

4.3
Operations
· How does the company service customers?

· What is the company’s system for scheduling work?

· Does the company have a system in place for quality control?

· Does the company use suppliers?  If so, are these suppliers reliable?

· Are the company’s current facilities adequate?

· Is the company’s current equipment adequate?

· Does the company have licenses, patents, trade-marks, etc.?

4.4
Management and Human Resources

· What is the company’s organizational structure?

· Who in the company is responsible for major tasks or activities?  How does the company delegate these activities?
· How does the company coordinate the service delivery system among personnel?
· What systems does the company use to facilitate communication?
· How does the company remunerate employees?
· Do managers or employees require additional training?
· How does the company supervise employees?
· Is the company unionized?
· How motivated and productive are the company’s employees?
· What systems are in place to facilitate continuity for the company?
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5.0
Stakeholder Needs 

Stakeholders are people or other organizations that have a vested interest in a company’s operations.  Stakeholders can include, for example:

· Board of Directors

· Creditors or Lenders or Investors

· Customers

· Employees

· Managers

· Partners

· Shareholders

A company must always consider how the results of its strategies and actions will impact on relevant stakeholders.

6.0
Strategies

6.1 Vision

A vision is a picture of the future that an organization seeks to create.  A vision is described in the present tense as if it were happening now.  A vision statement shows where a company wants to go and what it will be like when the company gets there.  Because of its tangible and immediate quality, a vision gives shape and direction to the organization’s future.  The vision statement also helps people set goals to take the organization closer to its vision.  In sum, a vision is an image of an organization’s desired future.

6.2 Values

Values describe how an organization intends to operate on a daily basis as it pursues its vision.  A set of governing values may include: how the company wants to behave; how the company expects to treat customers, community, and vendors; and the lines the company will not cross.  Values are best expressed in terms of behaviour so that, if a business acts as it should, what would an observer see it doing?  How would the company be thinking?

When a company articulates but ignores values, an important part of the shared vision effort is lost.  In contrast, when values are made a central part of the organization’s shared vision effort and put out in full view, they become a guiding symbol of the behaviour that helps people move toward the vision.  It becomes easier to speak honestly or to reveal information when people know that these are aspects of agreed-upon values.

6.3 Mission

A mission or purpose represents the fundamental reason for an organization’s existence.  A mission is what an organization is here to do.

6.4 Goals (Macro and Micro)

Goals are milestones a company expects to reach.  Every shared vision effort needs not just a broad vision but specific realizable goals.  Goals represent what people commit themselves to do, often within a few months.  Goals often address barriers and obstacles that a company must pass to reach its vision.

6.5
Strategies
Planned strategies help an organization achieve maximum benefit for the company and its customers.  An organization should develop strategies that correspond with the company mission and improve service to stakeholders.  It is important to identify any “resource gaps” that will impact on the organization’s ability to carry out its strategies and to outline how the organization will address these gaps.

Strategies are somewhat static and help an organization maintain focus and direction.  Strategies can include improvements in financial, marketing, operational, and management or personnel aspects of the company.

7.0 Action Plan

Strategy: 





Required Actions
   
                 Responsibility                                     Timing

Note:

Complete this table for each separate strategy that the company intends to implement.

Appendices

The body of the strategic plan should not be cluttered with detail but should contain a clear summary of the major issues.  Place the supporting detail in the Appendices and refer to this information in the body of the plan.  Some examples of what to include as Appendices are:

· Organizational chart

· Management resumes 

· Pictures and brochures describing the company’s products/services

· Financial Projections (if applicable)

· Historical financial statements - three to five years if possible

· Letters of recommendation and product/service endorsements 
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