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DEMAND FORECASTING

Demand Forecasting is the process in which historical
sales data is used to develop an estimate of an expected  pEMAND FORECASTING,
forecast of customer demand.

v'To businesses, Demand Forecasting provides an estimate
of the amount of goods and services that its customers will
purchase in the foreseeable future.
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NE !D FOR DEMAND FORECASTING

NEED OF DEMAND FORECASTING

®New facility planning
®Production planning
®\Workforce scheduling
®Financial planning

LN /
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Objectives of Demand Forecasting include

» Financial planning,

» Pricing policy,

» Manufacturing policy,

» Sales and Marketing planning,

» Capacity planning and expansion,

» Manpower planning and Capital expenditure.

Objectives of
Demand
Forecasting
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OBJECTIVE OF DEMAND FORECASTING

1

Formulation of Production Policy

1

Formulation of Price Policy

Maximum Utilization of Machines

Proper Control of Sales

Regular Supply of Material

Arrangement of Finance

Regular Availability of Labor

Long-Term Finance Management

| Decisions Regarding Production Capacity

Labour Requirement |
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IMPORTANCE OF DEMAND FORECASTING

PRODUCING THE DESIRED
OUTPUT

ASSESSING THE PROBABLE
DEMAND

FORECASTING SALES
FIGURES

BETTER CONTROL

IMPORTANCE OF
DEMAND

CONTROLLING INVENTORY FORECASTING

ASSESSING MANPOWER
REQUIREMENT

ENSURING STABILITY

PLANNING IMPORT AND EXPORT
POLICIES
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CTORS INFLUENCING DEMAND FORECASTING

PREVAILING ECONOMIC
CONDITIONS

EXISTING CONDITIONS OF THE

INDUSTRY

EXISTING CONDITION OF AN
ORGANISATION

Price of Goods
FACTORS PREVAILING MARKET :

INFLUENCING CONDITIONS Type of Goods
DEMAND l
FORECASTING SOCIOLOGICAL Competition

CONDITIONS I

Technology

PSYCHOLOGICAL I

Economic Perspective
Vv

CONDITIONS

COMPETITIVE
CONDITIONS

IMPORT-EXPORT
POLICIES
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6 Types of Demand Forecasting

. Passive Demand Forecasting

GeneraUy considered the simp lest demand forecasﬁng type, passive demand fovecast'mg uses historical
data to predic’t ﬁ,ttwe customer demand. Passive demand forecasﬂng s a great ﬁt fov businesses with
excellent sales data and a focus on mamntaming sta]oili’cy rather than pursuing gvowth.

2. Active Demand Forecasting
Active demand forecasting utilizes market research and other external factors in order to predict
ﬁttwre customer demand. As sales data is not focal for this fovecasﬁng type, active demand fovecasﬁng

is ideal for new[y established businesses or companies that are cuwenﬂy n a gvowth phase.
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6 Types of Demand Forecasting

NINSTTOITINE

ort Term Projections
ort term demand forecast'mg only estimates customer demand for the upcoming three
months to one year. Short term demand forecasﬁng applies real time sales data to adjus’c

customer demand projections that may otherwise be outdated Lf a long term projection was
previously used.

4. Long Term Projections

Long term demand fovecas’c'mg pvedic’cs the next one year to fowf years of customer
demand. Long term forecas‘cing S primavi[y based on market research and sales data.
Experts advise that this forecasﬁng type should be viewed as more of a general Voadmap

because projections are likely to change over such a long period of time.
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6 Types of Demand Forecasting

al Business Forecasting

nternal business forecasting he[ps businesses understand gf their capacity planning S
appropriate for anﬁcipa’ced customer demand. Providing a more comprehens [ve review of
business operations, internal business forecasting assists with identifying improvement
areas in order to optimize available resources.

6. External Macro Forecasting

External macro forecasﬂng is an excellent supp ly chain management tool. Focus ing on
external factors that inﬂuence business operations, external macro forecas‘c'mg [denﬂﬁes
potenﬁal trends and how those trends may inﬁuence company ob jectives.
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4. COLLECTION OF DATA

2. NATURE OF THE PRODUCT

By
° Mr. Dhananjay Channale

1. OBJECTIVES OF DEMAND FORECASTING
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Methods and Techniques of Demand Forecasting =

Methods of Demand Forecasting

| Qualitative / Survey Methods
Quantitative / Statistical Methods

plutorsT -0

Nominal
Group
Technique

: . Other
Trend Barometric Econometric R
Proiecti Method Statistical
rojection Method - etho Methods
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Consumer Opinion
Survey Model
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