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YEARS OF EXPERIENCE EFFECT
ONTHE BUSINESS PLAN
CHARACTERISTICS EVALUATION

Robert Handk

Abstract

The management experience is expected to be an intense and practical form
of learning new knowledges that managers then apply in new roles. We tested,
on two groups of people with work experience, the impact of years of experi-
ence on the correctness of the assessment of five major characteristics of the
business plan as profitability, payback period, potential sales, the size of the
investment and the risk of development. Managers and employees with finan-
cial experience with more years in field improved the quality of assessment
(3 out of 5 correct trends), while workers without financial and managerial
experience even worsened (5 erroneous trends of 5). The results confirm the
effects of feedback and environments proposed by other authors.

Keywords: business plan, experience

JEL classification: L260, L210, G320



154 | Rébert Hanak

1 Introduction

This article is a sequel of the articles series (Cavojové & Handk,
2015; Handk, R. & Filanova, J. 2015, Handk, Cavojova, & Ballov4
Mikuskova, 2012) published previously and shows new, not yet pu-
blished data from larger data set about process of the evaluation of
the business plan.

Managerial experiences are in general considered as one of the
key factors necessary in successful management. Several ways of
measuring experience are at disposal and total years in field are
one of the most frequent (Hanak, 2011). Common sense suggests
that the more experience and more years in field, the better ex-
pert, which is also supported with independent scientific findings
(Toft-Kehler, Wennberg, & Kim, 2014, Cassar, 2014). But this claim
can be true only in specific environments in which some experts
perform, in more complicated domains, we cannot rely on years
in field as an objective factor. The reason for this is a proper type
of feedback, which working environment offers to the experts. If
someone works in an environment which offers small or even no
feedback to his actions, he or she has limited or no learning possi-
bilities and therefore can not correct his working procedures, steps
or actions (Shanteau, 1992; Klein & Kahneman 2009). As Shanteau
(1992) states, it is the working environment which defines experts
performance. In complicated environments the expert’s results are
poor and vice versa in “friendly” environment the expert’s perfor-
mance is good.

A business plan describing the future enterprise can be presen-
ted in a structured way. In this presentation mode the business
plan is divided into several specific business characteristics such
as price, functionality, design and many others and each of them
is then described into detail for a specific business plan. It is im-
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portant to know that each business characteristic has different
relations to the final success. Some of them are very important
(crucial) such as profitability and closely correlate with the final
success, while others, such as product line potential, have much
less impact. In other words, if we do not have very good profi-
tability, no matter how good is the product line potential, in the
end we will fail. All these business characteristics are related to
future success, this was proved by Canadian innovation centre
(Astebro, Elhedhli, 2006). More than 10 000 business plans were
compared to real performance in business. By this process it was
possible to identify correlation and further predictive validity of
specific business characteristics. We used their data as ideal values
to which we compared the individual evaluation of each respon-
dent. We tested this concept in the past and we found out, that
managerial experience, defined by years in field, does not signifi-
cantly improve the understanding, which business characteristics
are more important than others. People with more experience are
not statistically significantly better than those with less experience
(Hanak & Filanov4, 2015; Hanak, 2015). The question is, if it does
have any positive effect? In other words, improves the experience
in business the understanding of the key business characteristics?
Are those, who have more experience, getting closer in evaluation
to optimal value or isn’t there such trend? In our research we tried
to answer this question.

2 Methodology
Method

Respondents were asked to rate the business plan, which was descri-
bed by 25 characteristics, in time stress (to rate the business plan in
3 minutes). The business characteristics were selected from origi-
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nal 37 business characteristics (Astebro & Elhedhli, 2006). Business
characteristic were presented in a form of a table in MS Excel file
with listed labels (cues) — usually one or two words (price, existing
competition). Each cue represented one business characteristics.
Respondents were asked to assign weights to each business chara-
cteristics they consider as important. Together they should assign
100 points according to their will. All business characteristics have
a different predictive value, which means they differ in the scale,
how much they affect the final performance of the business. Some
of them have very small impact such as new completion, but others
are much more important such as profitability. Five, the top fifth, of
the most important business characteristics were chosen from 25.
These were: profitability, payback period, potential sales, size of in-
vestment, development risk.

Respondents

We investigated two groups of respondents. First group (n = 59)
were people who have enough work experience but not in mana-
gement and finance, they were administrative workers, secretaries,
or technicians, mean age Mean (M) = 31,25; Standard Deviation
(SD) = 8,23. We will call them “without relevant experience”. The
second group (n = 54) where people who worked at managerial or
financial positions, mean age M = 36,24; SD = 9,98. We will call
them “managers”.

3 Results

In the graph No. 1 we plotted the weight of the probability that re-
spondents assigned to this business characteristics and years they
spent in field. Ideal value according to Astebro & Elhedhli (2006)
should be 8.5 (converted from Handk (2015) calculations). As we
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can see in the shape of the trend line it is rising from about 5 points
to 13. Here we can conclude that years of experience make positive
corrections and with more years of experience managers are more
correct.

Profitability with years of experience in field
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Graph 1: Profitability and years of experience in group of people with
financial experience (managers etc.), Own calculation from data.

In the graph No. 2 we did the same graph constellation with dift-
erent participants. The results are different, which can be especially
seen in the trend line. We can conclude that more years of working
experience, but not in the field, do not improve the final evaluation
and in fact have a directly opposite effect.

Very similar trends could be observed with payback period busine-
ss characteristics, graph n. 3 with graph n.1 and graph n. 2 compared
with graph n.4. Ideal value for graph n. 3 is according to Astebro &
Elhedhli (2006) 7.3. Results of those working with finances starts at
five and finishes at about 7.
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Profitability with years of experience not in field
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Graph 2: Profitability and years of experience in group of people without
financial experience, Own calculation from data.

Payback period with years of experience in field
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Graph 3: Payback period and years of experience in group of people
with financial experience (managers, owners, accountants etc.),
Own calculation from data.
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In the next graph (Graph No. 4) are people without relevant expe-
rience and relationship between working years and weight they assi-
gned to payback period.

Payback period with years of experience not in
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Graph 4: Payback period and years of experience in group of people wi-
thout financial experience (technicians, administrative works, secretaries
etc.), Own calculation from data.

When comparing other investigated business characteristics and
their change with age we found out that the third most important -
potential sales - shows a different pattern. Both groups underestima-
ted its value but we found the same negative trend in both of them. In
other words more experience leads to even deeper underestimation.
The size of the investment as fourth most important business charac-
teristics shows expected trends: managers improved with more years
in field and respondents without relevant experience were worse-
ning. Development risk is the last business characteristics in the first
fifth we investigated. The results were the same as for potential sales
in both groups - with age the weight was falling down and in both
groups it was much underestimated.
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4 Conclusion

Based on results we could conclude that from top five most important
business characteristics, managers with experience in the field improve
in 3 from five. Respondents with working experience, but not in field,
did not show improvement in any of those five business characteristics.
In all of them they were in fact worsening, getting farer from the right
value. We could conclude that management experiences have in gene-
ral positive effect and they lead to objective improvement. This is also
supported by the findings that in the group without relevant experience
we did not find any improvement toward objectively valid value. Based
on these we claim that we found a support for Shanteu’s (1992) and
Klein & Kahneman’s (2009) statements and theories.
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