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entrepreneurial techniques
Chapter 5 – Business Planning

“By failing to prepare, you are preparing to 
fail.”

- Benjamin Franklin
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� motivation

� business planning

� business model

� business plan details

� reality checks

� selling the plan
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motivation

� find a need, else you’ll fail - “a list of 895 (un)needed inventions”

� lipstick-proof linen

� deck chairs allowing sideways sitting

� slot machine that halves pennies

� book shredders for households

� idea must withstand the cost/benefit – added value - test

� separate trends from fads - businesses built on fads are short-

lived by definition

� failed businesses - 50% due to lack of market for product
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business planning

� making a plan for a new business or the continuation of a 

business. However, we can also plan for the discontinuation of 

a business.

� inventory and definition of players, rules, tactics, scope, by 

which we plan to play the game. Must state clearly your added 

value!

� a set of assumptions and even rules based on our best ability 

to foretell contingencies.

� a wish list of things we hope will become reality
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business planning

contingency planning - important but often 

neglected part of planning

� what if…….

� few business can determine the outcome of the 

game(s)

� must plan for unexpected changes in players, 

rules, tactics, and scope of the game

� planning must reflect this
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failures and successes

failures

� well-qualified drop-outs:19%

� have all credentials

� no staying power

� arrow-catchers:32%

� demonstrate market

� persistent

� no protection for product

� hapless amateurs:50%

� have no credentials

� no demonstrated need

� slip through funding process

successes

� sure bets: 52%

� demonstrated market

� good skills

� market makers: 18%

� demonstrated market

� protection successful

� good execution

� lucky dilettantes: 25%

� protection exist

� limited other skills

� distribution players: 5%
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condition for success

� isolation from competition during start-up

� new or novel idea with protection

� remain under the horizon of potential competitors

� keep information confidential

� demonstrated need for product/service

� existing prototype

� existing market, distribution

� qualified management with experience

� sound business model
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business model

� clearly stated satisfied need
is your home the next one to get damaged by fire caused by an unattended 

Christmas tree? 

over 600 fires and resulting damages exceeding €100m are caused every year 

by Christmas trees left unattended in the homes of the Lüneburg region. With

its fire-resistant trees, SafeTrees gmbh helps prevent these fires and offers 

peace-of-mind to family Christmas celebrations.

SafeTrees sells and delivers fire-resistant Christmas trees and provide related 

services.

� major drivers of

added value

our unique, SafeTree™ fire-resistant, live Christmas trees, offering 

families peace of mind for the celebration of Christmas. SafeTree will 

unlock a local market worth €15m/y.
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business model

major drivers of

revenue
sales channels: internet, agents and franchisees

franchise locations are rented and controlled by SafeTrees

sale of fire-proof trees, margin: 60%

delivery services margin: 75%

decoration services margin: 80%

used tree collection services, margin: 80%

pine scented mulch for indoor plants, margin: 90%

sale of accessories and ornaments, margin: 55%

franchise fees 4% of total sales
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business model

major drivers of

cost
procurement - cost of goods

commissions

rental fees of franchise locations

delivery cost

profit / EVA
building economies of scale, keeping rental charges low, and expanding 

the franchise network
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business model

the game: seasonal but can be converted to all seasons

players:

competitors home supply stores (praktiker, baumax, OBI, brico, etc)

other merchants selling trees and accessories

producers (tree farmers)

suppliers tree farmers (swedes, danes, norwegians, russians, US…)

manufacturers (trinkets, ornaments, decorations, etc.)

delivery services providers

real estate location owners

complementors candy manufacturers

Christmas spirit makers - music, cards, TV programs, etc.

customers consumers
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business model

the game

rules:
� first crack at supply of the best trees destined for your region

� lock up supply of fire retardant spray

� auctioning the best trees - “big blast”

� last minute auctions
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business model

the game

tactics

� beat the competitors’ price

� one price - for fire-resistant trees with full service - delivery, 

decoration, cleanup

� rent-a-tree for larger organizations

� all trinkets €2

� two for one trinkets over €100 purchase

� free delivery over €150 purchase

� UNDER PROMISE AND OVER DELIVER
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business plan

the audience

� board of directors?

� investors?

� upper management?

� your family and friends?

� you and your team?

� some or all of them?

a sales tool

� speaks to the audience

� a reflection of you and your team

� expecting favorable decision - a close
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business plan

summary

� the most important elements of your business

� the need you serve, market

� your products/services, Unique Selling 

Proposition

� required investment

� return to investors: 2X, 3X, 5X
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business plan

table of contents

� major headings

� tables

� graphs

� references

� illustrations

� appendices
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business plan
sections

1. brief background and history
this is a sales section. how you formed your company, how it 

developed, what new markets you are addressing, new technologies, 

future plans. make the reader want to join the ventures

2. products and services
how your products address the NEED you have uncovered, why do 

people will want to buy them

3. market description
include: classes of customers, their buying profiles, total market and 

your segment of that market, you penetration of your market in 

years 1 - 5, describe the growth of your industry, further customer 

demand, and the character of your market
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business plan
sections

4. introduce the game
what game you plan to be in, who are the players, what your added 

value is, the rules - how you plan to influence the bargaining power 

of the players, tactics- how you plan to influence the perception of 

the players, and the scope - what a the potential opportunities in 

other connected games

5. marketing, sales
distribution, milestones, setting up training, motivating, sustaining 

sales effort, sales forecasts for the next five years, sales metrics, 

sales budget, details of sales closing techniques of various types of 

customers.

6. manufacturing plans
present how each product or service will be produced, 

manufacturing milestone that are in synch with sales projections
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business plan
sections

7. quality assurance and reliability plans
how you will set up objectives then measure and correct non-

conformance, planning,  implementations, and enforcement of policies.

8. financial plans
pro forma profit/loss statements, balance sheet, cash flow, and use of funds, 

some ratio analysis compared with industry benchmarks, the statements 

should be monthly for the first two years, quarterly thereafter to five years. 

bottom up plans are recommended! do not present sales forecast from market 

share assumptions (top down forecasts), which is usually done in larger 

companies where the planners are young MBA graduates with no sales 

experience. it should be apparent that your income is derived from the sales 

forecast presented above. 

financial control procedures should be included here: how you plan to 

guarantee financial integrity.

include here money leveraging strategies. how you plan to stretch working 

capital, operating loans, factoring techniques if any.



Entrepreneurial Techniques
Copyright V3 Partners inc. - 2011

Tibor Szekeres 20

business plan
sections

9. ownership distribution
type of company (corporation, LLC, limited partnership, sole 

proprietorship, etc), how you plan to have investors exit

10. organization
founders, key employees, organization chart with job descriptions, 

responsibilities, brief CVs of key employees. personnel info in the 

appendix. how this organization will change over time as the 

venture matures

11. incentive systems
option plans, incentive systems to employees, commissions, and 

bonuses.
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business plan
sections

appendixes

� products and services
detailed information about products and services signed by the 

management of the company

� research and development

highly proprietary section including detailed r&d plans, technologies 

used, signed by the r&d manager

� manufacturing
detailed manufacturing plans, methods, control systems, etc. written and 

signed by the manufacturing manager

� marketing
the marketing organization, product and market management, 

communications, PR, etc. written and signed by the marketing manager
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business plan
sections

appendixes

� finance 
should include departmental budgets, detailed financials, written and 

signed by the controller

� administration
presents how the company is built into and managed as a team, list 

milestones for each department and for the company, written and signed 

by the president

� organization and personnel
detailed resumes of the key people - listing all jobs have ever held - letters 

of references, personnel and human resources plan, job descriptions, 

responsibilities, staffing profile in synch with the plan, written and signed 

by the HR manager
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business plan
sections

appendixes

� management systems
MBO, MBI, MBE, etc, how they will be applied and change as the 

company changes, written and signed by the management team

� assumptions
al major assumption made in the plan, why they are valid and what if 

they are not, written and signed by the controller

� problems areas
any areas you know has or likely to have problems that require extra 

focus and care, honesty is on display here.

� case histories of similar companies 
analysis of similar companies close to you venture those that failed and 

ones that succeeded, answer the whys. 

� letters of reference 
from potential partners, sales channels, purchasing agents, potential 

customers stating that your products are needed.
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financial plan
safetrees gmbh
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financial plan
safetrees gmbh
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financial plan
safetrees gmbh
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financial plan
safetrees gmbh
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financial plan
safetrees gmbh
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financial plan
safetrees gmbh
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reality checks
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reality checks
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reality checks
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reality checks
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selling the plan

� YES, you must sell it, no one will just buy it !

� you wrote it for the audience of your choice

� convince your audience

� be forceful, knowledgeable, competent, and brief

� believe in it, impress them

� be patient and persistent

� follow up

� selling is rewarding but tough business
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selected readings

there are many books on business planning but most of them take a financial

management approach which is not very useful in planning a business especially

a new business. most are very skimpy on sales forecasting which is the heart of

the matter. but, here is a good book on financial management:

Eugene Bringham and Michael C. Ehrhardt

„Financial Management: Theory and Practice,” 

Harcourt Publishers, 2001, 2002, 2003, 2004
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THE END
Chapter 5


