


» INTRODUCTION

Poor Forecasting Costs More Than You
Think

Poor forecasting rarely looks like a forecasting
problem.

Instead, it may appear as products running out, excess
inventory sitting on shelves, unexpected cash shortages,
rushed purchase orders, missed sales opportunities, or
employees struggling to keep up with demand.

These problems may look unrelated, but they can share the
same underlying cause:

¢ Your business is making important decisions without a
reliable view of future demand.

A forecast does not need to predict the future perfectly. Its purpose is to reduce uncertainty
and help you make better decisions about inventory, purchasing, staffing, cash flow, and
operations.

In this guide, we look at five hidden costs of poor forecasting - and
practical ways to reduce them.

The real cost of a poor forecast is not the inaccurate number.
It is the costly decision that follows.
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e THE CONNECTION
Where the Hidden Costs Come From

A forecast is valuable because of the decisions it supports.

=

v L] $
Business Data Forecast Decision Business
Outcome

Examples of how one forecast can create very different downstream costs

Stockouts or excess

Expected product demand How much inventory to buy inventory

Expected sales How much cash to commit Cash-flow pressure
Expected workload How many people to schedule Overtime or idle labour
Expected growth Whether to expand capacity Missed opportunities

Forecasting is not just about predicting demand. It is about making better

decisions under uncertainty.




o HIDDEN COST

Stockouts and Lost Sales

When demand is underestimated, the cost can extend far beyond one missed

sale.

When demand is underestimated, products can run out before the next
replenishment arrives. Customers may choose a competitor, delay their
purchase, or decide not to return. The business may also pay more for ﬁ

emergency replenishment or expedited shipping.

WATCH FOR

@ Popular products frequently sell out

@ Actual demand repeatedly exceeds
expectations

@ Orders are often rushed or expedited

REDUCE THE COST

@ Include promotions and seasonal patterns

® Review supplier lead times

@ Monitor products where forecasts are
consistently too low

A stockout can cost more than one sale - it can cost a customer.
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a HIDDEN COST

Excess Inventory and Tied-Up

Cash

Overestimating demand can be just as expensive as underestimating it.

When a business purchases more inventory than it can sell, cash
becomes trapped in products sitting on shelves or in storage. That

money is no longer available for payroll, marketing, equipment, new
products, or other growth opportunities.
WATCH FOR REDUCE THE COST

@ Inventory grows faster than sales

@ Products remain unsold for long periods

@ Clearance discounts are frequently
required

@ Separate fast- and slow-moving products

@ Review inventory turnover regularly

@ Adjust purchasing to actual demand
patterns

Unsold inventory does hot just occupy space - it occupies cash.

05



e HIDDEN COST

Missed Revenue and Growth

Opportunities

Poor forecasting can hide growth just as easily as it can create losses.

When demand starts increasing but the business does not see it early

enough, it may fail to purchase enough inventory, increase capacity,

schedule sufficient staff, or invest in the right opportunities. By the /"
time the opportunity becomes obvious, competitors may already have l

responded.

WATCH FOR

@ Sales repeatedly exceed expectations

@ High-performing products are
replenished too slowly

@ GCrowth regularly catches the business
by surprise

REDUCE THE COST

® Monitor recent demand trends

@ Forecast by product, location, or segment
where useful

@ Use expected, conservative, and growth
scenarios

You cannot prepare for growth you do not see coming.
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m HIDDEN COST

Poor Cash-Flow and Purchasing
Decisions

Forecasting errors can turn an operational problem into a financial one.

Forecasts influence how much inventory a business purchases, when

orders are placed, and how much cash is expected to come in. When

forecasts are unreliable, a business may commit too much money to

stock, order too late, or discover expected revenue is not available @
when bills are due.

WATCH FOR REDUCE THE COST

@ Cash shortages occur unexpectedly @ Connect sales forecasts to cash-flow
planning

@ Purchase orders are frequently rushed @ Review purchases against expected

demand and available cash

@ Buying decisions rely heavily on intuition @ Update forecasts when assumptions
change

Poor forecasting can turn an operational problem into a financial one.
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o HIDDEN COST

Inefficient Staffing and

Operations

Demand affects people, equipment, production, delivery, and customer

service.

When demand is underestimated, teams may become overloaded,
overtime costs can rise, and customers may experience delays. When

demand is overestimated, employees and equipment may sit
underused while operating costs continue.
WATCH FOR REDUCE THE COST

® Schedules change at the last minute

@ Overtime costs remain high

@ Busy periods create delays or service
problems

@ Forecast workload as well as sales

@ Connect expected demand to staffing
needs

@ Account for daily, weekly, and seasonal
patterns

Better forecasting helps put the right resources in the right place at the right

time.
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e IMPROVEMENT FRAMEWORK
5 Ways to Improve Your Forecasting

Start by strengthening the decisions, data, and process around the forecast.

. . What will the forecast help you decide - inventory, staffing,
01 Start with the decision purchasing, cash flow, or capacity?

Check for missing records, incorrect dates, duplicate
02 Improve your data transactions, stockouts, returns, and promotions.

. Decide whether you need forecasts by product, location,
03 Forecast at the right level category, customer segment, week, or month.

Measure business Do not monitor accuracy alone. Also consider bias,
stockouts, excess inventory, lost sales, and service levels.
04 outcomes ! Yi !

Compare forecasts with actuals, investigate major errors,
05 Review and improve and update assumptions as the business changes.

Better forecasting is a process - not a one-time calculation.




m HEALTH CHECK

Is Your Forecasting Process Costing
You Money?

Use this quick check to spot recurring symptoms of a weak forecasting process.

Do popular products frequently run Are staffing schedules frequently
out? changed at the last minute?

Are forecasts mainly managed through

Does excess inventory sit unsold? 5
manual spreadsheets?

Are purchase orders regularly rushed? Are forecasts compared with actual

results?
Do cash shortages occur Are promotions and seasonal patterns
unexpectedly? included?
Does actual demand often surprise the Can managers explain how forecasts
business? affect decisions?

If several of these problems sound familiar, your forecasting process may
deserve a closer look.

The goal is not to eliminate all forecast error. The goal is to identify where forecasting problems are
creating unnecessary cost, risk, or missed opportunity.
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° KEY TAKEAWAYS

Better Forecasting Creates Better
Decisions

Poor forecasting can quietly increase costs across a business.

Stockouts and lost sales

Excess inventory and tied-up cash
Missed growth opportunities

Poor purchasing and cash-flow decisions

Inefficient staffing and operations

Better forecasting does not mean predicting the future perfectly.

It means giving your business a better view of what may happen next, understanding the
uncertainty around that view, and using it to make better decisions.

The value of forecasting is not only the humber it predicts.

It is the quality of the decision that follows.




NEXT STEP

Could Poor Forecasting Be Costin
Your Business Money?

The first step is not necessarily buying new software or building an Al model. It is
understanding where the problems are occurring.

A Forecasting Health Check can help identify:

® Where forecast errors are creating business costs
® Whether data quality is limiting your forecasts
® Where inventory, purchasing, or operational decisions can improve

® Opportunities to simplify or automate your forecasting process

Soel Technologies

We help small and mid-sized businesses turn data into better decisions, smarter automation, and
measurable business value.

www.soeltechnologies.com
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