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Business Issues

The Australian economy is continuing to remain unsteady and recently has deteriorated to its
lowest growth levels in more than four years. Annual GDP growth is running at under 3% (below
trend) and forward orders and capacity utilisation remain at subdued levels. Combined with even
weaker employment conditions this suggests little improvement in near-term demand.*

Weak conditions continue in manufacturing, retail, wholesale, transport & utilities and
construction although personal services continues to outperform all other industries. Property
services generally continues to perform relatively strongly.

Coinciding with this uncertain economic environment our recent Business Conditions Survey
indicates that over 80% of our property and design related industry respondents are either
cautiously or significantly optimistic that business will improve and grow over the next 3 years.

The Business Conditions Survey aims to accurately assess the prevailing economic and business

climate and to drive thinking and decision making to assist businesses to work through the current
circumstances and deliver sustainable growth.

*Source: NAB Quarterly Business Survey




The Outlook




Confidence

How much do you expect revenue to grow / reduce by in the next 12 months?

- Growth more than 20%
. Growth between 5-20%
- Growth less than 5%
. Minimal to no growth

- Reduce between 5-20%




Growth

Businesses are more optimistic when we look forward 3 years
with 20% of the design industry expecting revenue to grow by
at least 20%. Very few of our respondents expect no growth
over the next 3 years and indeed no business is forecasting
decreased revenue. Overly optimistic? We shall see.

Similar to last year businesses are still expecting growth to
come from increased business development activity, either
strengthening existing relationships or harnessing new ones

- rather than investing in new services or investing in new
markets. Although our numbers — based on inputs and effort -
don’t indicate an increased investment in human resources in
these areas as yet!

Interestingly over 70% of our respondents were optimistic of
growth at the same time last year, whereas only 50% did in
fact grow!

78% of businesses expect to grow

revenue over the next 3 years

How much do you expect revenue to grow by over the next 3 years?

. More than 40%
. Between 20-40%
. Between 5-20%

. Minimal or no growth



Business Priorities

There is a significant increase
in businesses seeing the

management of their costs as
a high priority business issue.

What are your 5 main business priorities for the next 12 months?

15%

10%
5% I I I
0%

i Growth via winning work

i Increasing productivity il New markets and/or products
Ml Improving operational performance  Training & development

What are the critical business opportunities facing your business over the next 12 months?

10%

5%

0% I H I

. Sales growth a Customer Satisfaction M Innovation and R&D
il Productivity . Cost Management




Business Performance

Financial performance is still the main measure of business

performance for our respondents — 50%. Quality of work is ‘ ‘ Over 50% Of bUSi nesses are
the second ranked indicator — 36%. dissaﬁSﬁed Wlth their current
Similar to last year approximately 57% of businesses expect to ﬁ na ncia| pe rforma nce , ,

hold their profit margin over the next 12 months. There was
a significant decrease in the proportion of respondents that
expect their profit margin to decrease. Our analysis indicates,
however, over half of design businesses are not performing to

expectations.

How do you best define business performance?

- Financial Performance

- Quality of work delivered

. Strong operations

What do you expect to happen to your profit margin over the next 12 months?

. Decrease

- Hold
. Increase




Opportunity

There are many areas to work on. Operations, leadership,
business development and skills development, all had a
strong response with more than 90% ranking these as their
top agenda items to improve their business performance.
Investment in technology remains an increasing focus area for
investment of resources with over 75% of our respondents
ranking this as their second priority.

Businesses agree that they need to improve their leadership
although there is not an increasing recognition that there will
be an increase in investment in this. Maybe it will just happen!
Interestingly staff retention is now seen as distant third in
businesses priorities.

Technology is still an
increasing focus area for
investment

What do you need to work on to improve your business performance?

10%

5%

0%

Ml Operations il Business development
Ml Leadership i Skills development



How do you measure productivity?

- More with less/same
- More capability

. Sales and growth
. New technology

- Unable to define

What are your plans to improve productivity in the next 12 months?

10%

5%

0%

M Improve utilisation of resources @ Improve client relationships

i |dentify inefficiencies @l Increased training and development
il Define accountability for productivity
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Investment

Businesses still expect technology to have a positive effect This is up from 50% last year. Respondents were not

on their performance — enabling flexibility and improving interested in decreasing any investment and if anything are
collaboration. Over 70% of respondents were encouraged by maintaining their current investment structures.
technology and the ability to be connected 24/7 with each

other and their clients.

There is a strong belief that technology improves business
performance. 40% of businesses believe that they are realising . .
these gains with increasing collaboration and productivity. More bLISI nesses are |OOk|ng

There is still a strong movement to increase or maintain

investment with over 65% responding that they would be to increase their inveStment
continuing to increase their investment in people, technology, over the next 2 yearS

marketing and infrastructure.

What do you expect to happen with your investment in people, technology, marketing and
infrastructure over the next 2 years?

. Increasing

- Same

What are your thoughts on the impact of new media (smartphones, social networks, text
messages, etc on productivity?

. Allows us to be connected 24/7 with each other and customers

- Improves collaboration between the organisation & the customers

- Improves business performance
- Enables flexible working conditions

- Too much information and too overwhelming

- Increases risk of security breeches
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Productivity pressures in
design businesses aren’t

going away

What do you expect to happen to salary levels over the next 12 months?

Do you expect to have a skills shortage over the next 12 months?

- Yes
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Pricing

Surprisingly 60% of respondents answered that yes — we
intend to increase the price of our services — up from 50%
last year. This would appear to be either the need to claw
back diminishing profitability or to sustain the increased
investment in technology, and is more than likely related to
business confidence, but not necessarily backed up by the

facts!

No businesses responded that they would be decreasing their
prices.

60% of respondents
answered that yes - we
intend to increase the price
of our service.

Do you expect to increase the price of your services over the next 12 months?

No

Yes
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About Management For Design

Our team can take care of your everyday business management functions, from finance and accounting
to business management, IT, business systems and people organisation. Our most important contribution
can be assisting you with strategic business planning and change management. Refocusing your way of
working means you’ll spend less time micro-managing, but the key decision-making will always remain
firmly in your hands.

We understand all the fundamentals that need to be in place to run an efficient and highly productive
design practice. Our systems provide the critical business information you need to make informed
decisions to enhance performance, improve operations and generate more business.

For managing work we have proven processes to deliver effective project management, resource
planning and project costing.

We are firmly positioned around where business is heading — information anywhere/anytime, business
intelligence and out-sourcing/partnering to enable your business to focus on your area of expertise.
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