
THE IMPORTANCE OF DEMAND FORECASTING IN BUSINESS

ORGANIZATIONS

It helps an organization to reduce risks involved in business activities and make important business decisions. Apart
from this, demand forecasting provides an.

Significance of Demand Forecasting: Demand plays a crucial role in the management of every business. A
company's financial statements provides a scorecard for the company's performance, and demand forecasting
allows a company to produce pro forma financial statements for planning and tracking overall performance.
By following demand closely and making forecasts, the business gains an advantage over competitors who fail
to identify a shift or change in demand Helps to Control Costs Demand forecasting also allows a company to
control its production costs. Organizations which offer quick and on-time delivery of their products to their
customers will tend to dominate all competitors in the market. In collaboration with demand forecasting
software, our advanced planning and scheduling features facilitate businesses to generate accurate forecasts
based on true demand which eliminate poor results such as lost sales, product obsolescence and overstocks â€”
all that can equate to lower revenues and margins. Apart from this, goods can be established and new goods.
Thus, demand forecasts are useful to the firm, industry as also to the government. The effectiveness of a
decision taken by business managers depends upon the accuracy of the decision taken by them. Forecasts can
be of three types, which are explained as follows: 1. Demand forecasting reduces risk related to business
activities and helps it to take efficient decisions. Types of Goods: Affect the demand forecasting process to a
larger extent. Sales forecast is the base for planning. Time Period of Forecasts: Act as a crucial factor that
affect demand forecasting. For example, there is a high decline in the demand of floppy disks with the
introduction of compact disks CDs and pen drives for saving data in computer. Knowledgiate Team May 8, 1,
1 minute read All business organizations aim at profit maximization. Demand forecasting is bound to become
more important with the growing industrialization of the country. Forecasting is an imperfect science, but it is
also a necessity for several reasons given below: Support Deliverables Planningâ€” Proper forecasting can
help determine when increases in deliveries are needed. An organization that practices lean philosophies must
have the ability to make accurate predictions on the level of inventory necessary to produce products. Better
Financial Management-Proper forecasting will lead to accuracy in the purchasing and planning department,
which can provide savings to the company. For example, if an organization expects a rise in the demand for its
products, it may opt for extra labor to fulfill the increased demand. For example, a demand forecasts for cotton
text; he may provide an idea of probable demand for textile machinery, ready-made garments, dyestuif
industries. An organization make demand forecasts for different regions and fix sales targets for each region
accordingly. With lower levels of inventory, the accuracy of the amount stored on hand becomes even more
important. Demand forecast has a vast popularity in industrially developed countries.


