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	1. Demand Forecasting &
Estimation
  


	2. • Demand forecasting  is the process of using predictive analysis of
historical data to estimate and predict customers’ future demand
for a product or service.
• It helps the business make better-informed supply decisions that
estimate the total sales and revenue for a future period of time.
• Through demand forecasting, businesses can optimize
inventory by predicting future sales from analyzing historical
sales data to make informed business decisions about everything
from inventory planning and warehousing needs and meeting
customer expectations.
What is Demand Forecasting?
 


	3. • Without demand,  there is no business. And without a thorough
understanding of demand, businesses are not capable of making
right decisions about marketing spend, production, staffing etc.
• Demand forecasting will never be 100% accurate, but there are
steps you can take to improve production lead times, increase
operational efficiencies, save money, launch new products, and
provide a better customer experience.
• The forecasts make the advance assessment of possible events to
have safeguards against future risks.
What is Demand Forecasting?
 


	4. • The enterprises  make several types of forecasts to obtain
information:
general economic forecasts, institutional forecasts, and industry
related forecasts factors of the firms, like price policy,
competition policy, cost and sale policy, and labour policy, etc.
• These forecasts may focus on specific issues affecting the
enterprise:
various types of environment and factors related to them.
• There are several methods to obtain information on the basis of
forecasts:
observation method, survey method, brainstorming, induction
deduction method, time series analysis, and arithmetic analysis,
etc.
What is Demand Forecasting?
 


	5. 1. Useful to  establish a new business.
2. As information is obtained from all units of the business, it is
easier to bring out coordination between them.
3. The achievement of objectives & plans becomes easy with the
help of forecasts.
4. Where and how to use the available sources of the enterprise –
their most optimum use may be made possible.
5. There is a huge role of forecasting in functional areas
of accounting. Good forecast helps in appropriate production
planning, process selection, capacity planning, facility layout
planning, and inventory management, etc.
6. Demand forecasting provides reasonable data for the
organization’s capital investment and expansion decision.
7. It also provides a way for the formulation of suitable pricing
and advertisement strategies.
Advantages of Demand Forecasting
 


	6. 1. Although the  reliability of forecasts has increased, by the use of
scientific techniques, it is not essential that these may always
be true.
2. Forecasting is a complicated task, because it is not essential
that the future may also behave, according to past or present
circumstances.
3. It is not essential that the assumptions on which forecasting are
done may always prove correct. If the assumptions get wrong,
the forecasts also become meaningless.
4. Substantial time and money are to be spent on collection and
analysis of facts related to forecasting.
5. Forecasting is basically a mental function. Hence, it is done only
by intelligent people. Due to the limited availability of such
capable persons, the reliability of forecasts become doubtful.
Limitations of Demand Forecasting
 


	7. 1. Fulfilling objectives  of the business
2. Preparing the budget
3. Taking management decision
4. Evaluating performance etc.
Forecasting is not completely full-proof. Demand thus helps
in evaluating various factors which affect demand and enables
management staff to know about various forces relevant to the
study of demand behavior.
Significance/ Purpose of Demand Forecasting
 


	8. 1. Based on  Economy
• Three types of forecasting based on the economy:
• Macro-level forecasting: It deals with the general
economic environment relating to the economy as measured by
the Index of Industrial Production(IIP), national income and
general level of employment, etc.
• Industry level forecasting: Industry level forecasting deals with
the demand for the industry’s products as a whole. Example:
demand of cement in India.
• Firm-level forecasting: It means forecasting the demand for a
particular firm’s product. For example, demand for Birla cement,
demand for Raymond clothes, etc.
Types of Demand Forecasting
 


	9. 2. Based on  the Time Period
• Forecasting based on time may be short-term forecasting and
long-term forecasting
• Short-term forecasting: It covers a short period of time,
depending upon the nature of the industry. It is done generally
for 6 months or <1 year. Short-term forecasting is generally
useful in tactical decisions.
• Long-term forecasting casting: Long-term forecasts are for a
longer period of time say, 2 to 5 years or more. It gives
information for major strategic decisions of the firm. For
example, expansion of plant capacity, opening a new unit of
business, etc.
Types of Demand Forecasting
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