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Business Planning in Successful 
Small Firms 

William H. Bakuv, H. Lon Addam and Brian Davis 

Strategic planning has been widely publicized during the last 
decade, but what has been accomplished by this management 
activity in smaller, high-growth firms? Business plans have 
been widely recommended for start-up funding, but we have 
notedadditionaluses for business plans in practice. This article 
reports methods and results of strategic planning and written 
business plans in high-growth ‘INC. 500’ firms. In spite of a 
variety of obstacles, over half of the firms conduct strategic 
planning on a regular basis. Results of this study show that 
fast-growth firms develop written business plans as a product 
of strategic planning, mainly by five key management person- 
nel. Written business plans are used more for internal 
management purposes than for start-up funding. Finally, the 
completion of strategic planning is positively associated with a 
firm’s profitability. Based on survey and interview data, this 
article describes a four-phase model to help ensure effective 
integration of strategic planning processes and the resulting 
written business plans. 

I-low do successful high-growth cornpanics USC 

strategic planning to improve conlpany perform- 
ancc? Ijo successful companies document strategic 
planning proccsscs with written business plans? In 
additioii to using the business plan for start-up 
funding, arc there unrccognizcd bcnetits fi-on1 using 
business plans! These and siinilar qucations 
proniptc~l the authors to investigate the USC of 
stratqic planning and the resulting written business 
plains by high-grom:th buGncsscs-the ‘INC. 500’. 
130th curvcy and iiitervicw data wcrc Sathcrcd to 
help tind helpful mswcrs to these qucstioiis. 

F<>r two dccadcx _Qratr:yii- j~lmrriirl~q gaiiied popularity 
both iii practice and in the litcraturc. SWOT 
(Strengths, Weakncsscs. Opportuiiitics, ;1 n d 

Threats) analysis bccanie ,I widely used approach to 
assessing nidrkct and cnvironmciital conditions 
inlpacting a firm’s strategic plan. However, in 
rcccnt years inany critics have csprcsscd conccrii 
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that ‘form became more important than substance’ 
in many firms. 

Scvcral studies have sought to identify planning 
characteristics, practice, impacts on success, and 
obstacles to planning. For cxanlplc, Kobinson ct al., 
(1 ‘X+4), studied the relationship between a small 
firm’s stag of dcvclopmcnt and its strategic 
planning practices. Their findings suggest that a 
company’s stage of dcvclopment may play a 
con tingcn t rolc in terms of strategic planning 
intensity and that basic planning activity has a 
positive impact on small-firm perforinancc. 

In the mid-l WOs, Sexton and Van Aukcn conducted 

a longitudinal study of ctratcgic planiling among 
small firms in Texas, an;llyzing strategic planning 
and performance factors such as sales lcvcl. They 
rcportcd ;I link bctwecn strategic planning and 
success over tinlc but indicated that strategic 
planning was sporadic and tcniporary among small 
firnls.? Marc rcccntly, Armstrong prcscntcd addi- 
tional cvidcncc in favour of formal--as opposed to 
infOrillal-----strategic planning and further indicated 

the need to study which planning tcchniqucs arc 
most useful 2nd under what circunistanc.cs.’ 

In 1 WJ, lX;lmanujam and Vcnkatraman found that 
rcsistancc to planning and rcsourccs for planning 
had the donlinant impact iu strategic planning 
cfGctivcnccs.’ Another study idc,ltiticd lack oftimc 
and lack of skill5 as the dominant rcasous for not 
engqing in ptanriing. Other resc;lrchcrs focused on 
rclationsliips bctwccx planning and accounting 
indicators, such as return o11 invcstmcnt and rcturll 
011 equity. 

A few studies have ii)c:iuded the use of business 
plans, but typically only as a small part of ail overall 
strategic-planning focus. For instance, Shuman, 
Shaw, and Sussman’s study of strategic planning 
(1985) found that 49 per cent of the INC. 300 firms 
that rcspondcd to their early-1980s survey devcl- 
opcd a business plan for start-up purposes.” 
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