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Welcome   
 
I am glad that you have decided to learn how to estimate how much revenue you will 
be generating in your first year of business.  Most people figure it’s easy and that’s why 
so many people who get into the business, fail.  It is very difficult to make money and 
it’s a lot easier to lose it.   
 
So, what is the secret you ask?  Good question.  You must have a good idea what kind of 
sales you are going to generate before you open.  That’s revenue and without it you’ll 
fail.   
 
Let me show you the way by explaining where you will get your revenues from and we 
only have 29 minutes left so let’s get going.   
 
I have broken this topic into steps, just like in the overview handbook “The Introductory 
Guide to How to Start a Small Business”, and I ask that you finish each step completely 
before moving on to the next one.   
 
We include a worksheet titled Revenue Forecast Worksheet on page 11 as an example 
and ask that you have a look at it now.  
 
As you can see, we are estimating customer counts, average spends, and revenues. 
 
This is all important stuff, and you must understand it if you are going to forecast your 
revenues properly. Take your time. 
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Step 1. Revenue comes from people. 
 

A lot of owners and managers have strange names for their customers.  For example in 
the restaurant business they refer to them as ‘covers’ for some strange reason.  “How 
many covers did we have yesterday Bob?”  “We had 125 ‘covers’ for lunch and ‘200’ 
covers for dinner, Sally.”  No they didn’t!  They served 125 people for lunch and served 
200 people for dinner.   
 
You will find it so much easier to think in terms of people because you can relate to 
people.  You can see them in your business.  You can see the man at the counter.  You 
can see the family looking at a product display.  And you can see the single woman 
browsing.  This is the key to forecasting revenue – seeing people doing things in your 
business before you’ve even opened your doors. 
 
Once you grasp the concept that you are looking after people, the revenue forecasting 
process will become a lot easier.  Why?   
 
Because to Forecast Revenues you have to:  

 Estimate how many people will be coming into your business throughout the 
day and  

 Estimate how much the average person will be spending. 
 
“How the heck am I supposed to know how many people are coming into my place in the 
morning when I haven’t even built the place yet?” you ask.  Simple, just like when we 
were talking in the concept handbook, we asked you to close your eyes and imagine 
what’s happening at the various times of the day.   
 
Using the example of a confectionary store that operates from 10 in the morning to 9 at 
night, you must be able see what is happening at the various times of the day.  You 
know because you have explored the marketplace and seen who is out there and in 
what numbers.  You know what they buy.   
 
Let’s help you along.   
 
Have a look at the accompanying worksheet and it will show you how and why we are 
going through this process.  Got it?  Good.  Take your time, I am not going anywhere.  
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In the Morning   10-12 
 
What is happening?  Who’s there?  How many of them are there?  There are the 
mothers with their children and the students who are skipping school and adults. 

In the Afternoon   12-5 
 
There are more people.  Can you see them?  Hope so.  How many are there?  Have you 
ever been one of them?  Sure you have. 
 
In the Evening    5-7 
 
There are those coming in after dinner; or people heading home from work. 
 
Late Night    7-9 
 
You also have your couples and groups heading out to the movies or the game.  You 
have people who are in a rush and others who are enjoying the whole experience and 
taking their time. 
 

 Sit down with a piece of paper and a pen and break down your year into seasons and 

decide how much different one season will be from the others, and how that will impact 
the number of people coming into the business. 
 
Look at the worksheet again as it will give you a sample that you can adapt to your 
particular business. 
 

The summers may be busier than winters – unless you are in Cancun – and the 

weekends will be busier than the week days.  You know your market so make those 
estimates based on that knowledge and your experience. 
 

Take into account things like holidays and spring breaks and specialty days and 

understand which times of the year are normal and which times business will be will be 
better or worse than normal.  This is a lot of work, I know, but wouldn’t you like to know 
beforehand where your business is headed? 
 
I would. 
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Step 2. Average Spend 
 

This is a very important part of building your Revenue Forecast.  You have an excellent 
idea as to how many people you will be serving at the various times of the day and at 
the various times of the week and at the various times of the year so now you must 
estimate how much each person will be spending on average.   
 
“Don’t gimme that ‘I dunno’ stuff.”   
 

Let me help you.   
 

 You have a list of your proposed products and prices, so know what prices you 
are going to be charging and  

 You have identified who your potential customers are and have a handle on their 
spending habits, so stop and think. 

 
It’s a Tuesday in February.  What is the average person spending in your business? 
 
The average person will be spending say $5.00.  In the example of the clothing store it 
might be more and in the “dollar” store it may be less.  You know your customers so 
what are they spending on average? 
 
Now that wasn’t hard was it?  Look at your different seasons and your different times of 
the week and adjust your average spend either up or down.  In the summer, people 
have more time and will linger so your average spend will increase. Same thing happens 
on week-ends right and at Christmas? 
 
Take the time to think this through.  You have more time now, than you will once you 
start building and buying and hiring. 
 
Check out the worksheet example.   
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Step 3. Revenue 
 

Okay, you know how many people you’ll be serving and how much they will be spending 
on average.  Do the math: 
 

# of customers X Average Check = Revenue. 
 
If you see yourself serving 200 people a day in February, and the average spend being 
$10 - then the revenue is: 
 

200 X $5 = $1,000 per day 
 

And if you see yourself serving 300 people a day in the July and the average spend being 
$12 - then the revenue is: 
 

300 X $6 = $3600 per day 
 

By following the worksheet, you will see how we arrive at a revenue number – your 
total Sales for the year.  Is that what you had in mind when you started this whole 
business idea?  It’s okay.  The most important thing is that it is a really good 
‘guestimate’.  It gives you something to work with. 
 
Got it?  You might want to read that section again because it is important that you do 
the work before we move on. 
 
Wanna take a quick break?  Sure. 
 
Okay we’re back. 
 

Step 4. Sales Mix 
 

You have your budgeted revenues and the total is $750,000 per year as seen in the 
example spreadsheet.  How do you break that down into the various revenue stream 
categories?  Good Question.  In the candy store example, you’ll have candies and 
chocolate and ice cream. 
 
You have done your research and decided on your concept as being a candy store 
featuring chocolates and ice cream store.  You’ll be a place that attracts a wide 
cross-section of customers.  Having analyzed their spending habits you discern that a 
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certain percentage of your sales will be chocolate ice cream and a certain percentage of 
overall ice cream sales.  “How the?” - Watch your language now; this is a family store.   
 
If you know your potential customers and understand the competition, you will be able 
to accurately determine what percentage of your sales will be what.  It is not difficult if 
you have done your homework.  Let’s look at the worksheet again.   
 

 See how we have broken the various revenue streams into different 
percentages? 

 See how a percentage change from season to season changes the sales mix from 
season to season. 

 You’ll also have your total cost of goods sold and gross profit. 
 

Step 5. Building Revenue 
 

You have figured out:  

 How many people you will be serving and  

 How much each person will be spending.   
 
That has given you your revenue projection for your first year.  Stop!  Is that what you 
thought you’d do?  If so - great - if it is higher - even better.  And if it is lower, go back 
and re-work your figures to ensure you haven’t made a mistake.   
 
However, if you feel confident about your customer projections and estimated average 
spend but are still unhappy with the resultant revenue then you can do something 
about it. 
 

1. You can raise prices. 
2. You can change items you are selling 
3. You can do a whole lot of marketing. 

 

In scenario 1, you can take your current prices and up them.  All other costs remain 

the same so any additional money that you get goes directly to your bottom line.  Now it 
isn’t as easy as all that because your customers will only tolerate a certain price point.  
You know your market well enough because of your research, and therefore you can 
make that call. 
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In scenario 2, you can change what you are selling.  Rather than selling an ice cream, 

you can sell a gelato and charge more.  These changes result in an increase in your 
revenue and costs; but you’ll make more money because your mark-up on the gelato is 
greater than on ice cream.  Your concept may or may not allow you to make such a 
change. 
 

In scenario 3, you may just have to market your business more aggressively.  Chain 

stores spend gobs of cash on marketing in the hope that they will drive people to their 
outlets.  You can do the same on a smaller scale; nevertheless, it will come with a cost 
and no guarantee of success, so is risky. 
 

Step 6.  Being Conservative 
 

In almost every book you read on the subject of budgeting, the author tells you to be 
conservative when estimating revenues.  They also tell you to let the reader (your bank 
or an investor) know that you have deliberately aimed “low” to show that the business 
is profitable even at low revenue numbers.  No! No! No! 
 
Do not aim low.  If you do, you’ll hit it, right on the nose.  And won’t that be great.  
You’ll just scrape by and have no money to buy you a new pair of shoes let alone a new 
car.   
 
Aim high!  Then go and get it.  It has been shown that we earn what we expect to earn - 
so if you aim high, you’ll do your darnedest to achieve your goal.   
 

Step 7.  The future 
 

When you open, track your sales with a thorough Management Information System, and 
then compare your actual sales to those that you predicted.  If you see a trend 
appearing that you weren’t expecting, then go and change your forecast going forward. 
 
For example, you projected that X% of your total sales would be candy sales in the 
winter.  After 3 months you see that the sales are trending differently.  Make the change 
in your forecast for the future.   
 
A forecast is a living thing so you can change it all the time.  For example:  How is that 
special promotion doing that you started last month?  Is it making an impact?  If so, 
does it warrant you changing your forecast?  If yes, then make the changes. 
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Step 8.  Sharing 
 

A lot of business owners are very protective of their revenue figures.  Why?  I have no 
idea.  Tell your employees how you are doing so they can share in your triumphs and 
failures.  If your employees know that your break-even point is $1800.00 per day then 
when you hit it; they all should be happy for you and themselves. 
 
If you have a great month, let them know.  They are then true team members and will 
take pride in the fact that they played a role in the business being a successful one. 
 

Step 9.  The End or Beginning 
 

We have reached the end of this HaffHour handbook and you are ready to go.  Use the 
sample worksheet provided to help set up your own worksheet.  If you do that when 
building your business revenue forecast, you will have a much greater chance of 
success.  
 
Note how I built my customer counts.  Then look at average spend estimates.  Lastly 
check out the revenues. 
 
I stated earlier that most business owners have no clue before they open how they 
might do when they do open.   
 
You are now light years ahead of them and ready to get down to business courtesy of: 
 
 

The HaffhUr Handbook 
On 

How to Forecast Revenues 

 
By Paul Morgan 

Plan2Profit 
1-844-752-6776 

 
Copyright 2018 Haffhour& Plan2Profit 

 A Division of Morgan, Ross & Associates Ltd. 

 
 

https://plan2profit.ca/
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Summer Spring Winter Fall Totals

Estimated Average Customer Counts

Time of Day Slow days Busy days

Morning 25 40

Afternoon 50 75

Evening 75 100

Total per Day 150 215

Customer Counts per Season

Number of Days per Season 90 91 92 92 365

Estimated Number of Slow Days per Season 65 55 17 61 198

Estimated Number of Busy Days per Season 25 36 75 31 167

Total Customers on Slow Days 9,750 8,250 2,550 9,150 29,700

Total Customers on Busy Days 5,375 7,740 16,125 6,665 35,905

Total Customers for a Season 15,125 15,990 18,675 15,815 65,605

Average Money Spent per Person

Estimated Average Spend on Slow Days 5.00$                         5.25$                         6.00$                      5.50$                       

Estimated Average Spend on Busy Days 6.00$                         6.50$                         7.00$                      6.50$                       

Revenue

Customers X Average Spend on Slow Days 48,750$                     43,313$                     15,300$                 50,325$                   157,688$               

Customers X Average Spend on Busy Days 32,250$                     50,310$                     112,875$               43,323$                   238,758$               

 

Total Revenue 81,000$                     93,623$                     128,175$               93,648$                  396,445$               

Sales Mix

Estimated Candy Sales as a % of Total Sales 25%  

Estimated Soda Pop Sales as a % of Total Sales 30%

Estimated Cigarette Sales as a % of Total Sales 45%

Total 100%

Revenue

Total Revenue @ 100% 81,000$                     93,623$                     128,175$               93,648$                  396,445$               

Candy Revenue @ 25% 20,250$                     23,406$                     32,044$                 23,412$                   99,111$                 

Soda Pop Revenue @ 30% 24,300$                     28,087$                     38,453$                 28,094$                   118,934$               

Cigarette Revenue @ 45% 36,450$                     42,130$                     57,679$                 42,141$                   178,400$               

Cost of Goods Sold

Candy Cost @ 33% 6,683$                       7,724$                       10,574$                 7,726$                     32,707$                 

Soda Pop Cost @50% 10,125$                     11,703$                     16,022$                 11,706$                   49,556$                 

Cigarette Cost @75% 27,338$                     31,598$                     43,259$                 31,606$                   133,800$               

Total Cost of Goods Sold 44,145$                     51,024$                     69,855$                 51,038$                   216,063$               

as a % of Total Sales 54.5% 54.5% 54.5% 54.5% 54.5%

Gross Profit 36,855$                     42,598$                     58,320$                 42,610$                   180,382$               

as a % of Total Sales 45.5% 45.5% 45.5% 45.5% 45.5%

Revenue Forecast Worksheet


