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SALES FORECASTING HL 

 

Sales forecasting: Predicting future sales levels and 

sales trends. 

 

Potential Benefits: 

▪ If marketing managers were able to predict the 

future accurately, the risks of business operations 

would be much reduced. If a precise forecast of 

monthly sales over the next two years could be 

made, the benefits to the whole organisation 

would be immense: 

▪ The production department would know how 

many units to produce and what quantity of 

materials to order and would hold the correct level 

of stocks. 

▪ The marketing department would be aware of 

how many products to distribute and whether 

changes to the existing marketing mix were needed to increase sales. 

▪ Human resources workforce plan would be more accurate, leading to the appropriate 

level of staffing. 

▪ Finance could plan cash flows with much greater accuracy. 

 

 

http://www.ibbusinessmanagement.com/


 

 P a g e  2 | 2 

 

 IB Business Management: Marketing  

4.3 Sales forecasting – Summary Notes 

Potential limitations: 

▪ Attempting to predict the future is a difficult thing. This is mainly that there are so many 

different variables that could change. The further into the future forecasting tries to 

extrapolate, the greater the degree of likely error. The main problems are: 

▪ Inaccuracy of predictions: Attempts to look into the future are speculative and often the 

forecasters biases and subjectivity can be influential in determining the result. For example, 

a manager who would like to keep staffing costs down may choose a lower estimate of 

forecast sales to justify to staff lower wage rises. 

▪ Limited information: Sales forecasting is an estimated prediction based on trends in past 

data. Estimates are only as good as the quality of the data and information available at 

the time. 

▪ External influences: There are so many factors outside of a firm's control that can influence 

sales at any time. The economy may suddenly boom benefiting all, the exchange rate may 

rise hurting exporting firms, or a competitor may launch a great new product and capture 

market share. The external environment can be significant. 

Key terms: 

▪ Trend: Underlying movement of the data in a time series. 

▪ Seasonal variations: Regular and repeated variations that occur in sales data within a 

period of 12 months or less. 

▪ Cyclical variations: Variations in sales occurring over periods of time of much more 

than a year – they are related to the business cycle. 

▪ Random variations: May occur at any time and will cause unusual and unpredictable 

sales figures, e.g., exceptionally poor weather or negative public image following a high-

profile product failure. 


