

How to Estimate Financials for Business Plans

Step 1 
Create a preliminary first-year budget based on your retained earnings and credit available from your bank. If you're projecting startup financials and don't have retained earnings or credit, use the amount of investment you can reasonably expect to raise, including investment by the founders. A conservative estimate is best because spending too much money too early can force you to cut back just as your business begins to pick up.
Step 2 
Estimate the cost of producing your product. You can skimp on administrative expenses and hire sales reps on commission only, but you must pay for any products or services you sell. You also need to balance your product inventory with customer demand. This takes careful study of your target market's demographics, psychographics and buying habits, plus a modest estimation of what percentage of that market you'll be able to capture. An established company is able to assign a reasonably accurate percentage with growth, but a startup must expect at least a quarter of virtually no sales.

Step 3 
Estimate your customer acquisition costs by establishing how you'll market your product and then pricing out your marketing plan. A startup must develop its brand image and customer awareness during its first year, with sales demand appearing slowly during its second or third quarter; so, for a startup, marketing will carry a high priority. A mature company can estimate marketing costs with respect to its plans for market-share expansion or development of new revenue streams.
Step 4 
Adjust your production and marketing costs to fit your budget. The remainder is for administrative expenses. This gives you a figure of how much revenue will be required to offset your expenses. There may need to be some further adjustments once you reach this point. Add money to your marketing, figuring marketing costs at approximately 25 percent of total revenues. Marketing will produce your customers. Keep your production expenses efficient.











Who Reads Business Plan ?
Business plans are detailed written overviews that outline the ways in which a business will ideally be operated. Comprehensive plans include market research, competition analysis, strategic marketing and operating objectives, financial outlooks and short- and long-term goals. While many business plans are written for the express purpose of attaining small business financing, they can be used for a variety of other purposes as well.
Lenders
Before authorizing a small-business loan, a financial institution will want to read a well-crafted business plan. This helps the lender assess if the business objectives are sound and if you’ve accurately anticipated various expenditures and projected revenue. The business plan is usually read in conjunction with the business loan application, and the lender uses the plan to help her judge whether your business represents a sound financial risk for the bank.
Investors
If you decide to take on investors at any point, they will want to read your business plan before making a commitment. The business plan spells out anticipated revenue streams, earning projections and researched plans for reaching your target demographic. It also details the specifics of your products and services and the potential for growth and expansion, and your financials reflect the performance of the business to date. Reading your business plan, in essence, allows potential investors to get a glimpse into your business’s potential future.

Partners
If you decide to bring on a partner or hire someone in a high-level executive position, he will want to read your business plan. Reading the plan will help a potential upper-echelon employee understand your objectives, your operating procedures and his own potential for career growth and development. This will help both you and your prospect decide if he is a good fit for your organization and shares the same business philosophy and professional approach.
Smart Business Owners
Ideally, you will regularly read and review your plan to help keep your small business on track. Your business plan should contain goals, objectives and measurements that set the course for your business. Regularly measuring the real-life progress of your business against your business plan goals will help you determine what parts of your operation need to be tweaked. For example, if revenues are not as strong as anticipated, revisit the marketing plan and review the factors you based your initial projections on. Ask yourself if the market has changed or if there are internal measures to take to redirect the business's course.





Step By Step Preparation of business plan
Business plans are a way to present your business to potential creditors or investors. The plan isn't a prerequisite for starting a business, but even if you have all the money you need to start up on your own, a business plan helps you determine your company's focus and keep it on track. Expect the plan to take several days to complete, possibly longer, as it may require extensive research.
Preparation
Write down what your business is as if you were describing it to a family member or friend. State what services or products you'll provide and to whom. Each of these items is a key part of your business plan, but to start, just write it in casual language, then ask a friend to read it and ask you questions about any parts she doesn't understand. Add any necessary clarifications to your notes.
Getting Started
Review sample business plans, available from your local Small Business Administration office or online through the Service Corps of Retired Executives website, as well as a number of other sites online. These plans give you an overview of the information you need, and many come in template form so you may replace the sample information with your own as you get started. Look for a template that reflects your business type as closely as possible, then fill in as much as you can from your original notes. Edit your writing afterward to make the language less casual and more professional, using the template examples as a guide.

Market Considerations
Market analysis and your marketing plan are essential parts of your business plan. Investors want to know how you'll promote your business so you can make a profit and pay them back, and whether your target audience is able to pay as you expect. Be as specific as possible about your target market: Is it made up of married couples with college degrees and an interest in sports, for example, or of single working mothers who are looking to help their children with schoolwork? Consider age, income level and geographic location, if applicable. Also look at your competitors in that market and clearly state how your business differs and what will allow you to compete with other, more established businesses in your field. Include a marketing plan you'll follow to let your target market know about your new business.
Finding Numbers
Pricing, costs and funding are a huge part of your business plan, so research these rather than guessing. You need to know your startup costs, including any physical space and equipment, licenses and insurance fees, and expendable items such as paper and packaging, as well as any inventory you need. Follow the templates you got from the Small Business Administration to ensure you aren't missing any numbers, including how much money you're contributing to get the business started, how much additional funding you need, and how much you need in sales to turn a profit and pay back any startup loans.
Finalization
After you fill in all relevant sections for your business plan, ask someone else to read through it and give you notes on clarity, as well as grammar and mechanics. It's better to have someone else catch any errors or let you know where things don't add up rather than having an investor turn you down because he doesn't like the way your business looks on paper.
Considerations
All business plans need to clearly state what your business is and does, who it serves, how it serves them, and how much all of this costs compared to how much it will bring in over the first three to five years. You may include other documents, such as business licenses and letters for your suppliers stating an agreement to supply you with necessary items, especially if this is key to your company's success. Don't include extra information that investors won't need, such as how many colors an item comes in or your hopes to open a chain of stores 10 years down the road, unless that information is directly relevant to your startup plans. You do want to determine these issues for yourself, however; that way, if an investor asks for more information after reading your business plan, you'll be prepared.
