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Introduction

Strategic planning is a process that managers must do to keep a business going long term.  Why is strate-
gic planning important for farming businesses? 

Strategic planning looks outward and inward at the business, considers all available resources, and evalu-
ates past performances.  It focuses on managing interactions with competitors, neighbors, government 
agencies, suppliers, customers, special interest groups, and others.  The primary purpose of strategic plan-
ning is to keep the business in step with a changing environment.  It anticipates the future and considers 
the future but does not attempt to predict it.

Objectives:

To establish guidelines that will assist producers in building a business plan.
To bring together all the individuals to establish this business plan,
To establish both short and long range business and personal goals.
To establish benchmarks that will measure performance and progress.

Strategic planning is long-range planning, as farming is a long term venture, and it looks at least five 
years, short and long term goals, records and benchmarks reviewed at least yearly.  In order to be useful, a 
long-range farming plan needs to be flexible, and be a family project whose vision is shared by all.  Char-
acteristics of this strategic plan are:

It is a framework for responding effectively to your changing environment
It accesses long range business opportunities
It has a strong understanding of the business today
It organizes your thoughts
It focuses on the correct issues
It is a Communication Vehicle
It concentrates on “Making Decisions”
It is “Action Oriented”

Strategic Planning will not “Guarantee Success” but it will greatly improve your chances at succeeding.
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Why Do Few Producers Plan? 

Although strategic planning can greatly improve communication and vision of a farm business and helps 
emphasize efforts in areas of importance or need, many producers do not plan.  These reasons may in-
clude, but are not limited to:

Resources are limited
Future is uncertain and risky
Planning is not easy
May aggravate conflicts within family       
Who should make decisions
Which goals should have priority
May make producers feel vulnerable
No one has all the answers
 May not be able to gather or interpret all the information

   
The primary reason for not setting up a plan is probably the ability to set aside time.  Some may say they 
can not afford to take the time, but successful business will say you can not afford not to take the time.  It 
is a question of prioritizing what one feels is important and will help move the farm operation forward in 
the future.

Producers must remember that these plans are not carved in stone, but that they are a vehicle for calculat-
ed change.  Strategic plans are crucial to every producer’s future.  Knowing the strengths and weaknesses 
of your business allows you to match your strengths to available opportunities.  This planning may not 
have a clear starting or stopping point.  You should look 5, 10, 20 or more years into the future.  As you do 
this formalize the process where you do the following in an organized manner.

Examine the current situation
Specify both farm and family goals
Identify and Implement Alternatives
Establish a record and analysis system
Monitor progress

Strategic planning, if implemented properly, involves a mechanism to adjust to changes while working 
towards defined goals.  The plan anticipates that the farm operation will be modified as necessary to ac-
complish both farm and family goals.  Simply discussing the future and potential changes in the business 
environment is not enough – making strategic planning an effective contributor to your overall business 
strategy involves putting it on paper. 

Forming and Implementing the Farm Business Plan 

To form a strategic plan, one needs to create the following:
 A) Executive Summary 

This will be the first page to read, but will also be the last page to write.
It serves as an abbreviated map of the future.
What would I like my farm to be like in the future?

 B) Mission Statement
This section describes what you and your business are about.  
Make the Mission Statement concise and memorable, relaying your personal and 
business philosophy.  
Attitude toward risk and any other concerns should also be addressed.

 C) Set Goals – Statement of what you intend to achieve
These include both business and family goals.  When all key members (family and 
employees) share common goals, success rate is much higher.
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 D) Establish Specific Objectives
Objectives relate to how you are going to accomplish your goals.

 E) Develop Performance Reports
  
 F) Establish benchmarks that measure progress
  
 G) Develop sound records
  
As you form your plan, remember the only thing for sure is change, so flexibility is key.  Information man-
agement is paramount:  ensure you gather it all, screen it, analyze it, use it, and store it for future retrieval 
and application.

Summary

Having a plan will increase the viability of the business by providing guidance for planning activities, 
keeping stakeholders well informed, helping when attempting to obtain financing, and improving overall 
communications.  If a business is going to expand or go through a transition without a plan, the process 
will inevitably involve: 
   
   Wonder 
    Blunder 
     Thunder
      Under

This fact sheet outlines a very simple approach to use to get started in preparing a business plan.  The 
people that need to be involved in doing the planning, the goal setting, records and benchmarks all need 
to be completed is such a way that all stake holders have buy into the plan.

A more structured and detailed planning form may be obtained from the

   Center for Farm Financial Management
249 Classroom Office Building
1994 Buford Avenue
   University of Minnesota
   St. Paul, MN  55108
   612-625-1964
   800-234-1111 
   cffm@umn.edu
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