MANAGING FINANCE – SETTING AND ACHIEVING BUDGETS
Section 3:  How do you develop an operating budget?
Activity 0301 – How do you forecast? 
Suggested Timing: 10–20 minutes
The following are a list of some of the more common ways of forecasting revenue. Think about each and then list in the following table the respective advantages and disadvantages.

	Method
	Advantages
	Disadvantages

	Each sales representative estimates future sales for territory. These are added to form the revenue budget.


	
	

	Sales manager prepares the revenue budget on his/her own.


	
	

	A panel of experts from inside and outside the firm contribute their estimates of future sales and arrive at an agreed figure for the revenue budget.


	
	

	A market survey is done of customers to discover buying plans. They are totalled to arrive at expected industry sales. The firm then applies the proportion it expects, i.e. its market share (e.g. 25%) to arrive at a revenue budget.


	
	

	Statistical projections such as trend analysis which chart past sales from which a trend line is fitted and projected to arrive at budgeted revenue.
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