Sales Forecasting

Sales-forecasting is an attempt to determine the volume of sales which can reasonably be expected at some future date on a scientific basis.  It is the intellectual act of estimating the sales potential for a company including the assessment of efforts of competitors and an appraisal of the trends of industry concerned and general economic conditions that have bearing on demand.  Hence, a sales-forecast is the primary planning document in any organization.  It is an estimate of sales in terms of volume or value for a definite future period under a proposed marketing programme or plan and under assumed economic conditions.


According to American Marketing Association, it is “an estimate of sales in monetary value or physical units for a specific future period under a proposed marketing plan or a programme under an assumed set of eonomic and other forces outside the unit for which the forecast is made.”

Sales Potential Versus Sales Forecasting

Sales potential is the quantitative estimate of the maximum possible sales opportunities present in a particular market segment open to as specified company, selling a product or a service during a said future period.  Sales potential is greater than sales forecast because, some companies may not have sufficient production capacity to capitalize on the full sales potential or a firm may not have developed its distribution net-work to the point where it is capable of reaching every potential customer or it may not attempt to realize its total sales potential because of limited financial resources or a firm being more profit oriented than sales oriented may seek maximum profit from limited sales and not the possible sales.


Thus, sales potential indicates how much a company could sell if it had all the necessary resources and desired to use them for this purpose.  On the other hand, sales forecast indicates how much a company with a given amount of resources can sell if it implements a particular marketing programme.

Factors involved in Sales Forecasting

1. The prevailing economic conditions: which include price level changes, change in national income, profit rates, interest rates, rent rates, per capita income, disposable income, discretionary income, consumption patterns, savings and investment habits, employment position, compensation paid to working class, programmes of national building and so on.

2. The prevailing conditions: refer to the economic conditions relating to the same industry or trade and hence business.  They relate to the factors like taxation policy of the governments, developmental strategies adopted in state and national plans, possibilities of marketing of manufactured products, foreign trade policy, public opinion, credit policies, and lending policies of commercial and industrial banks and other financial institutions, trade practices and controls or regulations, extent of state participation in business, policies of transport and warehousing agencies.  These factors help in arriving at company’s share in market and hence the final sales forecast.

