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Sometimes a bit of calculated gut feel can work too!
We’ve helped a lot of businesses develop forecasts, but we always
warn them that the chances of things actually turning out as
planned a year from then are limited. In fact, as you go through
the year it’s likely your plans will start to become less reliable
at the end of the first quarter, and will continue to lose relevancy
after that.
We encourage clients to identify 3-5 major business drivers that
are at the heart of what makes the business tick, and they tend to
remain relevant over the long term.
Once key business drivers have been identified, forecasts can be
adjusted more flexibly, and when necessary throughout the year.
Aside from keeping planning current, plans are more realistic
since they are based on confirmed developments as opposed to
assumptions.
The following table sets out examples of the top three key
business drivers we have helped to identify through our work with
various organizations.
Compensation Insurer

Developer

Shipyard

Number of Injuries
Real Interest Rates
Health Care Costs

Interest Rates
Rental Vacancy
Building Permit Cycle

Naval Expansion
Competitor Capacity
Canadian Dollar

Shareholders and other stakeholders always have the right to ask
– has the board delivered? The best way to respond is to show
how the board added value

Forecasting
Assumptions
Google “Investment Bankers”
and you’ll soon realize, there are
a lot of investment bankers!
Each of them produces an economic
forecast which they have to revise
several times during the year.
Their forecasts are backed
by econometrics, hands on
market knowledge, reams of
statistics and the list goes on.
Which one do you choose to
rely on when you’re doing
your annual plan?
If they can’t get it right
– how can you?
If conditions change, how do
you know if you’re getting early
warning indicators that tell you
it’s time to rethink your strategy?

Evalute current performance
Respond to early warnings
Identify and leverage new opportunities
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Another look at business planning
*The development of a formal business plan is a
complex exercise with a number of steps and a number
of assumptions. Business planning:
1. Forces an assessment of the current operations
and business model
2. Ensures critical thinking with respect to the
introduction of new initiatives
3. Provides the capacity to select the best of
competing initiatives
4. Aligns the organization behind a set of
common purposes
5. Establishes accountabilities and provides the
authority to act.
Enterprise Life Cycle Activities – Department of the Treasury

As useful as comprehensive business planning is, most business struggle to update their plans more than once a year.
The number of steps required to complete a plan such as the one represented above is simply cost prohibitive. Moreover,
it would be nearly impossible to introduce corporate-wide directional changes quickly enough to have much impact.

Our experience working with clients to make
mid-year adjustments to their operating plans
has led us to conclude that significant change
only comes about if one of more of the key
business drivers has changed.

Indicators Change May be in the Offing

Topline
Revenue

Disruptors

Imposed

The key is to know when conditions are likely to
change, and what’s causing it.

New Opportunity

New Competitors

Catalytic Growth
Factors

Technology
Changes

Shifting Market
Momentum

Business
Alliances

Bubble
Conditions

Failed Initiatives

Once key business drivers have been identified,
operating and sales plans can be adjusted
quickly, but for that to occur, the organization
needs to understand conditions that cause
change.

Regulation and
Tax
Central Bank
Policy

The key is not so much the ability to “make
adjustments on the fly”, as it is to ensure
the organization’s culture will accept and
incorporate them.

Incentives

Change adaptation strategies must accompany
the use of key business drivers if the
organization is to achieve optimal benefits.

* Source – Abridged from Upturn Consulting – Business Planning
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Toward a nimble organization

A Case Study

Making optimal use of key business drivers is based on the
organization’s capacity to understand those developments which
can change its fortunes, identify them on a timely basis, determine
directional changes needed, and incorporate them effectively.

Inventory
Business
Drivers

Develop
Response

Identify
Changing
Condition

Enact
Change

A small, regional FI identified its
key business drivers to include
reduced rental vacancies, changes
to central bank interest rates and
shifts in investor preferences.
A condition developed in which
falling interest rates were likely
to make home ownership more
desirable at the same time funding
loans through increased deposits
was to be become more difficult.

*Examples of the identification of key business drivers rests on the
capacity to isolate the key factors which:

Total revenue was quickly re-forecast
disclosing significant opportunities
to increase lending volumes, but an
attendant need to finance lending
programs with inter-bank loans and
expensive external investment.

- can lead to short term increases or decreases in sales
- affect the ability to retain advantages in the supply chain
- alter brand perception or reputation
- drive technology based disruption in a sector
- impact the ability to raise capital and/or liquidity.

One option was simply to not
respond to the emerging opportunity
but that would mean being
absent from a robust market.

Changing conditions are not always apparent. It is useful to
establish “trip wires” when approving the annual operating plan.
Trip wires include such things as, the failure to meet sales and
revenue targets in successive periods, increasing cycle times, and
extended receivables cycles.

It was determined that the company
would reactivate its mortgage
securitization program. This way
it would remain in the market,
capture additional fee income
and retain its work force.

Up front identification of key business drivers and the
establishment of trip wires should be accompanied by the question
– “if conditions changed, how would we respond”? Understanding
key business drivers allows for quick adjustments to forecasts
because only the key variables need to be changed.

The company amended its shortterm incentive program to augment
lending and was able to build
momentum in the local market.

There’s more to it than that. Sales quotas may need to be changed,
production cycles altered, capital moved between projects and
businesses acquired or sold.
Conditioning the organization to adapt to fast-paced changes
occurring throughout the year requires an accommodating culture
excited by the prospect of capturing new advantages.
* Source – Adapted from Upturn Consulting’s Key Business Driver Inventory
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Our Approach to Working
with Key Business Drivers
We believe that organizations must be flexible and capable of
responding to changing conditions quickly.
We work with clients to identify and isolate key business
drivers and assist in helping them to develop forecasting
systems that can quickly incorporate changing conditions.
The key is to determine if a change in direction may be
necessary.

Please contact us:

Our work starts with a series of interviews designed to
determine the key factors that drive the business. In our
experience, views may vary depending on participants’
perspective – often a function of their role in the
organization.

results@managedupturn.com
+1 250 477 9255
www.managedupturn.com

Through distillation we help to establish usable key business
drivers and assist in developing shortcuts to forecasting
processes that make them useable.
Our initial assessment helps to identify the degree to which
the organization can actually adopt and incorporate changes
in direction.
We can assist organizations by helping to identify cultural
impediments to quick changes in direction and work with
clients to incorporate the capacity to move quickly.

Follow us on Twitter
						@managedupturn

		

https://www.linkedin.com/

Upturn Consulting Ltd. serves a range of clients
from its offices in Victoria, British Columbia,
Canada. Clients include financial institutions,
regulatory bodies, universities, agri-business and
government.

We also work with boards and senior management to
develop the capacity to anticipate and capture signals that
warrant a change in direction.

Areas of consultancy include corporate
governance, risk management, strategic
assessment and business reorganizations –
including mergers and acquisitions.

Evalute current performance
Respond to early warnings
Identify and leverage new opportunities

Using these capabilities, the organization can make a
reasoned assessment as to its current performance and the
need to change direction and provide the capacity to make
changes quickly so new opportunities are not left wanting.
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Prior to accepting an engagement, Upturn
determines client requirements and makes a
determination of the outcomes that must be
delivered to add value to its clients. Client
requirements and value added outcomes form the
basis of the agreements that are reached before
engagement letters are signed.
Upturn provides on-site management for client
projects if required

