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DISCUSSION AND REVIEW QUESTIONS 
1. Give some examples of a company’s operational planning activities

that require demand forecasts.

2. When is it appropriate to use qualitative forecasting methods?

3. Discuss the qualitative forecasting technique of a historical life-cycle
analysis.

4. What is a time series and the rationale for forecasting based on a
time series analysis?

5. Discuss briefly the various components of a time series.

6. What are the advantages of the simple exponential smoothing
method of forecasting over the moving average technique?

7. In exponential smoothing, what is the rationale for choosing a low
versus a high value of α?

8. Under what circumstances is the trend-adjusted exponential smoothing
method of forecasting superior to a linear trend analysis?

9. What is the difference between the linear trend equation and the
linear regression equation for a causal model?

10.	 In a multiple linear regression model with two independent variables, 
how would you interpret the regression coefficients b

1
 and b

2
?

11.	 In what ways is the MAPE superior to the other forecasting error
measures discussed in this supplement?

12.	 Which forecasting technique would be best for each of the following
scenarios:

a.	 The demand for Valentine’s Day greeting cards?

b.	 The demand for ice cream during a year?

c.	 The demand for a new solar-powered car?

d.	 The demand for services in a beauty salon during a week?

SOLVED PROBLEMS 

1.	 The weekly demand for 50-pound bags of fertilizer at Evergreen Garden and Floral Center for the last 12 weeks is shown in Table 13.9

a.	 Develop a 3-year moving average forecast from week 4 to week 13.

b.	 Develop a three-period weighted moving average forecast from week 4 to week 13 with weights of W
1
 = 0.5, W

2
 = 0.3, and W

3
 = 0.2.

Note: The most-recent period’s demand is assigned the higher weight, and progressively lower weights are assigned to past periods.

c.	 Compute the MAD to determine the better of the two forecasting methods.

d.	 What is the naïve forecast for week 13?

Solution

a.	 The three-period moving average forecast for weeks 4 and 5 are shown as follows:

MA
4
 = F

4
 = (A

3
 + A

2
 + A

1
) / 3 = (410 + 610 + 400) / 3 = 473.3 or 474 bags

MA
5
 = F

5
 = (A

4
 + A

3
 + A

2
) / 3 = (520 + 410 + 610) / 3 = 513.3 or 514 bags

Forecasts for the remaining weeks are calculated in a similar manner and are shown in the Excel screenshot.

TABLE 13.9

Week Demand (50-Pound bags) 

  1 400

  2 610

  3 410

  4 520

  5 990

  6 800

  7 740

  8 870




