Fundamental Revenue (Demand) Projections – Future Sales

Ultimately, you must write the numbers into the plan – the business plan and marketing plan and the financials (esp., cash budget).
The DeThomas Writing a Convincing Business Plan text will be a tremendous aid; see especially pp. 85-96. You must determine a reasonable estimate of revenues so that financial projections and cash budgeting can proceed accurately.
The national economy (so-called ‘health’ or ‘report card’) is available from many sources:
For example I have included as a document Report 991 from the Bureau of Labor Statistics for the years 2002-2003 (most recent available) in which a growing, healthy economy is relatively evident. This report obviously does not address implications of national debt, which the researcher must factor in if it is considered germane to their analysis. There are a host of such sources.  Be careful to avoid OMB and the reports by a new legislature as they both may be in opposition, politically skewed, and possibly inaccurate, at least in interpretation. The ‘purity’ or lack of same in the many data bases consulted and data collected are the students’ responsibility.
An arena to tread lightly is in selecting your sales forecasting techniques.  The fact that most of you are not experienced and informed forecasters (worthy of employment in a KBT firm), it would seem to be ‘politic’ to avoid overly qualitative guessing. In forecasting for your projects, quantitative is the word of the hour, day, week, and semester.
Estimating segment revenue potential, potential sales in a region or area, or your specific targeted and well-identified choice (actively using laptop owners) involves several decisions.

How narrowly (or broadly) do I define the group that provides my revenues?

What assumptions am I making about their household wealth and discretionary income?

Is the expenditure I propose high or low in priority in the households identified?

Is there homogeneity or splatter in the perceived benefits and beliefs of ‘my segment(s)?’

What are my assumptions about the response to my positioning communications?

What percentage of the market am I proposing as reasonable?

What market shares are there today in the industry of firms on which data can be gathered?

What barriers to entry could constrain my revenue estimate accuracy? Examples:
· exclusive channel dealing arrangements

· high ‘facing charges’ for even shelving my product in the best locations

· channel resistance to small, low volume products

· customer acceptance issues

· product quality issues

The issues and in the more troubling cases, problems, that can interfere with accurate forecasting are legion.  The astute and duly diligent marketer can be clever and thorough, and generate accurate estimates, well presented in context, and reasonable in content.

I hope these materials are at least a start in the estimates.  It should involve a dialogue with Dr. Hawley and me as you proceed. Think of them as sanity checks.
�    The Herfindahl-Hirschman Index should be used in such computations. See the linkage in the schedule. If the industry into which you are entering is clogged up with ‘deep pocket’ firms that command considerable market share, you must ask whether entry into the market will be feasible.  Note the HHI 1000 and 1800 benchmarks used by Justice for decision making.  If the HHI is above 1800 do you want to go into a ‘highly concentrated industry?’ You decide.
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