STRATEGIC PLANNING




PREFACE

As food processors face stronger regulation and ferce competition, the need for a long-range strategic plan is more
important than ever. A strategic plan provides a roadmap for growth by addressing operational, budgetary and visionary
goals. Here, we discuss the attributes and process for developing a business plan, master plan, manufacturing plan
and feasibility studies.

SIX WAYS YOUR FOOD PROCESSING FACILITY WILL BENEFIT FROM A STRATEGIC PLAN

There’s a saying that failing to plan is planning to fail. As competition increases and belts tighten, many food-processing
companies are realizing the importance of strategic plans. A strategic plan often includes developing a business plan
and master plan, in addition to a manufacturing analysis and feasibility studies. Areas typically addressed include:

SAFETY INITIATIVES FOR BOTH FOOD AND PERSONNEL

Ways to reduce the cost of goods sold including effciencies in manufacturing and reduction of water and utility
consumption

= Changes in manufacturing methods or packaging

e Supply chain revisions

= Growth plans, which may include expanding the business, introducing new products, locations,and market
segments

= Asset consolidation/optimization

= Asset preservation / maintenance plans including capital expenditures for meeting current regulations and
maintaining the future of existing assets

= Training such as computer and technology upgrades for tracking and traceability, communication, and other
initiatives.

Without a strategic plan, companies lack the knowledge, tools and strategies to evolve and adjust to changing market
and economic conditions, as well as customer demand.

HERE’'S WHAT A STRATEGIC PLAN CAN PROVIDE YOUR BUSINESS
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3. Cost management — A strategic plan with clearly defned operational goals and procedures facilitates effective
decision-making, especially where plant design and capital expenditures are involved. The plan should address
future growth objectives, which will aid in space planning and maximizing the use of available square footage. All
of these factors contribute to more effective cost management and budget planning.

4. Competitive advantages — A company with clearly defned goals and a production optimization plan will be more
successful in meeting its business objectives and obtaining market share.
5. Adaptability — More stringent food safety requirements, new government regulations and changing consumer

demands often require food processing facilities to adjust their business models. Food processors are adding
product lines, incorporating more packaging options, adjusting ingredients, and expanding product mix, all of
which affect people and processes. A strategic plan will account for operational changes and adjustments and
determine appropriate courses of action.

6. Improved communication — A strategic plan that effectively conveys corporate goals can lead to improved
communication and cohesiveness among employees. All personnel will have a clear understanding of the
company’s direction and their role, which can lead to a more motivated and stable workforce.

Food processing companies can create a strategic plan at any time. Whether you are embarking on a new greenfeld
project or planning a facility expansion, a strategic plan can be benefcial. Many food processing companies fnd it
valuable to work with an outside consultant who can give a subjective view of the organization’s goals and processes
and provide in-depth market knowledge.

KEY ELEMENTS TO INCLUDE IN YOUR FOOD PROCESSING FACILITY’S BUSINESS PLAN

Most strategic plans begin with the development of a business plan, a methodical process where all aspects of the
business are defned and analyzed against the company’s business objectives. Food processing companies develop
business plans at different stages of their life cycle, especially in preparation to launch a new product line, invest in a
facility expansion or to identify new growth opportunities.

Larger companies often establish internal teams to develop a business plan, while smaller and mid-size companies
may choose to outsource the process. Engaging an outside business planning consultant provides a critical, objective
view of the organization that can be benefcial in uncovering new opportunities for business growth, as well as areas
of ineffciencies.

Ideally, functional leaders within all key areas will participate in the business planning process to provide input and
establish a holistic view of the organization before planning begins to include manufacturing, marketing, sales, fnance,
logistics and the executive team.
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THE THREE STEPS IN DEVELOPING A MANUFACTURING PLAN ARE

1. Situation analysis — This involves a detailed review of the facility’s physical space and plant layout. Your manufacturing
plan team should analyze workfow among both process equipment and personnel. For example, how do functional
employees move throughout the facility and at what rate? How long does it take raw materials to reach the processing
line?

2. Goals and objectives — Every aspect of production should be viewed independently with individual goals established
for each process. In most cases, quantifable goals can be developed for each area including operations, process,
product, logistics and the overall facility. For example, how many lines will need to run concurrently in order to meet
production goals? How much time does it take for a product to move from packaging to the warehouse or storage
facility? Set realistic and quantifable goals based on your sales objectives in order to design for optimal production
effciency.

3. Eunction and scope — This step will determine manufacturing concepts and requirements necessary to meet sales
goals, including an effcient plant layout for optimal workfow, production process lines and layout, and effcient material
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= Process equipment layout and fows

= Sanitation and wastewater requirements

= Material handling systems, storage, and delivery of raw materials
= Finished product storage and distribution

Stage 2: Development of goals and objectives — During this stage, your team will use the information obtained in the

situation analysis and in the business plan to guide the development of the master plan. Goals and objectives as they
relate to the existing and future requirements will be defned for the following areas:
= Qperations — space needs, adjacencies, organization, security and employee requirements

= Process — changes and additions to equipment, manning, functions, schedules or other minor adaptations
= Product — product quality, mix and movement both within and outside of the facility for distribution

= Facility — modifcations or renovations to the current operating environments, including storage requirements
ility — identify ineffciencies of source, delivery or utility utilization
= Sanitation — environmental considerations for improved quality control.

Stage 3: Courses of action — This fnal stage is the synthesis, the design and implementation of the master plan.
Based on the goals and objectives set forth for your facility’s functional areas, this stage will determine logical and
feasible steps the company should consider in its site development. The conclusions in this stage generally include:

= Establishing concepts for both site and building expansion

= |dentifying the best use of the existing land

= Minimizing infrastructure and utility distribution costs

= Evaluating strategies to determine plan viability

= Determining a specifc list of needs and/or program requirements for each master plan component

= Developing a plan to address site issues including transportation needs, site security, vehicular traffc, storm

water management, wastewater treatment, and utility systems
= Recommending a comprehensive plan and sequence for implementation.

WHEN TO CONDUCT A FEASIBILITY STUDY FOR MAJOR PLANT DECISIONS

In this day and age of ferce competition and tighter budgets, food manufacturers are often faced with making critical—
and expensive—business decisions as part of their strategic plan. Should you refurbish existing equipment or buy
new equipment to meet your manufacturing needs? Should you add product lines to increase market share and what
impact would that have on current operations?

Recognizing the importance and potential fnancial impact of these decisions, food processors often hire outside
consultants to conduct a feasibility study of the options and provide recommendations. A feasibility study is an in-
depth evaluation and analysis of the problem or opportunity with a thorough review of the operational and fnancial
impacts of the proposed solutions.

Outside consultants often bring a level of objectivity and specialized expertise to a feasibility study that internal
employees can not provide. This includes the experience to conduct a full plant capacity analysis; optimal layout
and process fows; utility consumption/availability studies; and engineering, safety and ergonomic studies. All of this
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information will assist plant owners in making more informed decisions.

FEASIBILITY STUDIES CAN HELP FOOD PROCESSORS MAKE THE FOLLOWING DECISIONS

Expanding versus renovating a plant to increase production and improve operational effciencies
= Ingredient and/or recipe changes that may affect existing operations
= The effect of adding new product lines on existing processing operations
= Moving lines both intra-plant and inter-plant
= Using a conventional warehouse versus an automated storage and retrieval system (ASRS)
= Facility optimization
= Achieving LEED certifcation
= Manufacturing methodology and cost-effective use of existing assets.

Along with feasibility studies, food manufacturers are focusing on asset optimization to maximize the income-generating
potential and productivity of existing assets. By analyzing depreciation value, maintenance schedules, sanitary design
and operational history (including downtime) of each piece of equipment, a plant can make the necessary process
changes to increase production to meet strategic plan goals.
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