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events are the best indicators of the future. The choice of the number of 
periods to be included in the moving average is arbitrary and is left to 
the judgment of the forecaster. In general, however, if the demand in the 
past periods exhibits significant random fluctuations, then the forecaster 
would include more past periods’ demand to calculate a moving average 
forecast. By including such past periods of data, we can smooth random 
fluctuations by canceling out the highs and lows in the time series. The 
formula for the moving average (MA) is:
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That is,

MAn = Ft+1 = (At + At-1 + At-2 +… +At-(n-1)) / n

EXAMPLE 13.1: Using the moving average technique, compute the fore-
cast for period 16 for the health-care facility for three different values of n 
(3, 4, and 5) using the data in Table 13.3.

SOLUTION

MA3 = F16 = (A15 + A14 + A13) / 3 = (110 +100 + 88) / 3 = 99.3 or 100 
patients

MA4 = F16 = (A15 + A14 + A13 + A12) / 4 = (110 +100 + 88 + 94) / 4 = 98 
patients

MA5 = F16 = (A15 + A14 + A13 + A12 + A11) / 5 = (110 +100 + 88 + 94 + 
94) / 5 = 97.2 or 98 patients

The three-, four-, and five-week moving average forecasts for all weeks of demand data from the 
health-care facility example are shown in the Microsoft Excel spreadsheet (see Screenshot 13.1; 
Microsoft Corporation, Redmond, WA). Although the director of the health-care facility would use 
only the forecast for week 16, the forecasts for the prior weeks would show how well the forecasts 
track actual demand. That is, they would be used to indicate the accuracy of the forecasting method.

TABLE 13.3: Patient Demand at a 
Health-Care Facility

WEEK NUMBER OF PATIENTS

  1 77

  2 83

  3 89

  4 92

  5 99

  6 108

  7 122

  8 115

  9 122

10 107

11 94

12 94

13 88

14 100

15 110

SCREENSHOT 13.1: Example of Moving Average




