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Twelve Steps to a Successful Business Plan
Step 7: Forecast Revenues and Costs

In this section, you will begin the arduous process of constructing the financial statements for your business.  

Industry Cost Comparisons:  The first step is to collect pertinent financial ratios for your business – these will be invaluable financial benchmarks

Marketing and Sales Forecasts:  Based on your previous customer, competitor, and market analyses, develop marketing expense, sales expense, sales volume, and revenue forecasts for your planning horizon (usually 5 years).  

Operating Expenses: Include here a description of the operating costs and assumptions that appear in your financial statements.

Development Expenses: Include here a description of the development costs and assumptions that appear in your financial statements.

Administration Expenses: Include here a description of administrative expenses that appear in your financial statements.
Industry Cost Comparisons

Research Task: Using the NAIC and SIC data for your industry (determined in an earlier step), locate statistics on the operating and financial ratios for your industry.  You will find the following reference materials useful:

· Almanac of business and industrial financial ratios, Leo Troy, Prentice-Hall, Englewood Cliffs, N.J., annual.

· Industry norms and key business ratios, Dun & Bradstreet Credit Service, annual.
Use the statistics you find to benchmark your own financials.

Action Items
A. In the Financials Excel workbook

· Complete the RATIOS section of the FINANCIALS spreadsheet.
· Complete the “Revenues” spreadsheet

· Complete the Sales and Marketing section of the “Salaries” spreadsheet

· Complete the Sales and Marketing section of the “Ops Expense” spreadsheet

· Complete the “COGS” (cost of goods sold) spreadsheet

· Complete the Cost of Goods Sold section of the “Salaries” spreadsheet

· Complete the “Plant” spreadsheet

· Complete the Research and Development section of the “Salaries” spreadsheet

· Complete the Research and Development section of  “Ops Expense” 

· Complete the General & Administration section of the “Salaries” spreadsheet

· Complete the General & Administration section of  “Ops Expense”

B. Write a brief summary of your marketing and sales forecasts (revenues and costs) for the Marketing Strategy section of your plan:

Marketing Strategy

· …

· Marketing and Sales Forecasts

C. Write a brief summaries of your anticipated operations, development, and administrative expenses the following sections of your plan:

Operations

· …

· Operating Expenses
Development

· …
· Development Expenses

Management

· …

· Administrative Expenses


Step 7: Forecast Revenues and Expenses


