
Business plan basics 

Most owners of a 
small enterprise 
will tell you they 
understand their 
business. They'll 
tell you that 
they've filled every 

position and performed every task. They 
think they have a clear picture of how to 
continually improve their business. While 
this sort of talk might convince the owner 
that he knows his business, it doesn't nec-
essarily mean that he does. The world is 
filled with intelligent, hard-working and 
committed people who are prepared to 
perform essential tasks for their business, 
yet fail to build a successful one. 

Understanding your business isn't easy. 
Instead of "winging it," formalize the 
methodology by which you look at your 
business. In the book, "The Book of Sur-
vival," author Anthony Greenbank wrote: 
"To live through an impossible situation, 
you don't need the reflexes of a Grand 
Prix driver, the muscles of Hercules, the 
mind of Einstein. You simply need to 
know what to do." 

Involve all key people 
with your plan. 
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building short- and long-term success 
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B Y R O G E R M O N G E O N 

Build your own plan 
"Knowing what to do" is called a business 
plan. It's a process that allows owners and 
managers to understand how to deploy the 
business's capital, labor and intellectual 
property in the most efficient manner to 
ensure its short- and long-term prosperity. 

A business plan: 
• provides owners and employees with 

a clear sense of purpose and direction. Ob-
jectives are better defined and understood 
within the context of the total business. 
We've all heard of the manager who, in 
his quest to increase production, forgoes 
customer service, or vice versa. It's diffi-
cult to motivate employees when an ob-
jective isn't defined within the context of 
the total business. You'll be amazed by 
your employees' positive response to ob-

jectives they might 
not agree with when 
those objectives are 
defined within the 
total business. 

• provides a yard-
stick for future per-
formance. This helps 
the manager better 
identify strengths and 
weaknesses. During 
execution, that yard-
stick will form the 

basis for determining success and providing 
critical feedback to employees. 

• allows owners and employees to turn 
the page on past performance and makes 
them focus on the future, while using past 
performance as a guideline. After a bad 
year, there's nothing better for your em-
ployees' moral than the establishment of 
new objectives coupled with a solid plan to 
achieve those objectives. 

It's okay to be aggressive 
when formulating a 

long-term plan. 

Remember that a business plan isn't a 
budget, but all business plans should have a 
detailed budget. This will allow the owner 
to understand the financial performance of 
his business by providing month-by-month 
profit and loss and cash flow projections 
crucial to the survival of the business. 

Also, a long-term plan should be in-
cluded in a business plan. While a short-
term business plan should be realistic, it's 
okay to be aggressive when formulating a 
long-term plan. This will crystallize the 
business's vision and show long-term com-
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B U S I N E S S M A N A G E M E N T 



5 steps to a business plan 
1. Allow for a minimum of three consecutive days of intense discussions. 

2. Involve everybody who has direct responsibility and accountability for the 
business's performance. 

3. Prepare well. Appoint the appropriate persons to ensure that all of the 
information required in your business plan, including past company 
performance, is available prior to the start of the meeting. 

4. Evaluate alternatives, discuss new ideas, and get consensus or, more 
importantly, "buy-in" from everybody. 

5. Stress the process's importance. Participants need to be focused, so, except 
for emergencies, there should be no interruptions, including phone calls. 

to showing commitment to the business 
and the process. It will also allow for final 
decisions to be made. 

Evaluate alternatives, discuss new ideas, 
and get consensus or, more importandy, 
"buy-in" from everybody. Because past per-
formance is a key component to the discus-
sion, prepare well. What a waste to have 
four or five managers sitting in a room 
watching somebody spend 10 minutes cal-
culating last year's closing rate on quotes; 
this will de-energize and frustrate the par-
ticipants. Highlight the information re-
quired in your business plan and appoint 
the appropriate persons to ensure that all 
of the information is available prior to the 

start of the meeting. 
Stress the process's im-

portance. Participants need 
to be focused, so, except for 
emergencies, there should be 
no interruptions, including 
phone calls. 
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mitment by its owner, which may increase 
a company's employee retention rate and 
its ability to attract strong leaders. 

Here's how you do it 
How do you build a business plan? 

Select a date and time to talk about it. 
Allow for a minimum of three consecutive 
days of intense discussions. Choose a period 
near the end of your fiscal year when there's 
not as much going on at your business. 

Involve everybody who has direct re-
sponsibility and accountability for the busi-
ness's performance, especially the presi-
dent/owner whose participation is essential 

Appoint team members to 
gather information that 
you'll need for the plan. 

A plan to drive your 
company 
One mistake many compa-
nies make is to assume their 
budget is their business plan. 

They tend to go through the process to 
generate numbers, which puts more em-
phasis on generating numbers as opposed 
to encouraging discussion, generating ideas 
and understanding their business. A busi-
ness plan isn't a budget, but use the busi-
ness plan to generate a budget to create a 
solid foundation for your business's finan-
cial performance. 

Take this example: Some companies 
project their current year revenue by ap-
plying the percent increase of last year's 
revenue. If a company generated sales of 
$500,000, a 15% increase over the previ-
ous year, it would assume it would main-
tain its growth rate and generate sales of 
$575,000 the next year. This methodology 
will do nothing for your business. In fact, it 
could harm your company. The reason is 
that objectives in this example are gener-
ated from projections based on accounting, 
not ideas. It's difficult to get employees to 
buy in to this approach, and the result may 
be lower moral. 

Get a consensus or, 
more importantly, a 

buy-in from everybody. 
A better way to go about creating a 

business plan is to use a systematic 
method, which my company, Weed Man, 
calls zero base planning. In this example, 
I'm assuming that your company has al-
ready established its target market. Once 
you identify your target, look at how you 
generate customers. Examples are renew-
ing existing customers, soliciting old cus-
tomers and old leads, generating new leads 
from a direct mail campaign or a telemar-
keting campaign, and others. Then, look at 
each category individually and understand 
how you can affect performance. 



Scrutinize your data 
When Weed Man chooses to tap in to its 
old customer file to generate customers, we 
look at three indicators: the number of 
files, contact rate percentage and closing 
rate percentage. You need to have systems 
in place to provide historical data of your 

Evaluate alternatives and 
discuss new ideas. 

company's perfor-
mance in relation to 
those indicators. 

In your formal 
business plan, you 
should keep four 
years of data. That 
data will allow you 
to answer questions 
like, "Why is last 

year's contact rate 10% lower than the 
previous year's?" The answer could lead 
to a plan to increase the old customer 
file's integrity or to review the sales staff s 
performance. 

After reviewing each indicator and 
making sure you have a solid execution 

plan, you can calculate the number of cus-
tomers that will be generated from tapping 
old customer files. A company with 2,000 
old clients, an 80% contact rate and a 10% 
closing rate will generate 160 customers. 

You also need to discuss your pricing 
for both basic programs and add-on ser-
vices. Make sure you understand market 
pressures and your position within that 
market in relation to your target market. 
Once you've established pricing, you can 
calculate income from sales for each cate-
gory. This process needs to be applied to 
every cost category, lm 

— The author is chief executive officer of 
Turf Holdings IncAVeed Man. He can be 

reached at 416/269-5754. 

BRILL IANT 
That's One Way to Describe 
Our Fountain Glov System. 
With the Fountain Glo" underwater lighting system, 
Otterbine Aerating Fountains keep captivating onlookers 
even at night. Add colored lenses and light sequencers 
to any Otterbine Aerator or Fountain, and you've got 
the perfect mood enhancer. Plus, a Fountain Glo lighting 
system adds value and security to any property. 

For over 50 years, Otterbine has been improving water 
quality and creating striking displays. We also offer world-
wide distribution and service, 24-rxxjr design turnaround 
and a complete line of pond and lake management products 
including: 

« Aerating Fountains 
Industrial Surface and Sub Surface Aerators 

• Giant and Instant Fountains 
• Fountain Glo Underwater Lighting 

For a pond and lake management 
CD-ROM, free site evaluation or 
Otterbine product information, 
call 1 - 8 0 0 - A E R 8 T E R , 
6 1 0 - 9 6 5 - 6 0 1 8 or visit 

www.otterbine.com. 
Product leasing available. 
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