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SOLUTION

INPUTS
The inputs to the master schedule for this example are beginning inventory, the forecasts of demand 
for each of the 8 weeks, and the customer orders for the first 4 weeks. These inputs are shown in 
Table 18.1.

TABLE 18.1: Partial Master Scheduling Record for the Just Plowing Company Snow 
Blowers

Beginning inventory in week 1 = 5 units.

WEEK 1 2 3 4 5 6 7 8

Forecast 60 60 60 60 60 60 60 60

Customer 
Orders

65 45 30 18

PROCESS
The first step in the master scheduling process is to calculate the projected on-hand inventory for each 
week of the 8-week schedule until it becomes negative (the limit specified in this example). When the 
projected on-hand inventory in any week becomes negative, production for that week is scheduled 
for the given lot-size quantity (MPS = 80 units). No production is scheduled in a period as long as the 
on-hand inventory in that period is above the specified limit of zero. The following formula is used to 
calculate the projected on-hand inventory:

Projected on-hand inventory = It−1 + MPSt − Maximum (COt, Ft)

where

It − 1	 = Ending inventory from week t − 1

MPSt = Production quantity (lot size) scheduled in week t

COt = Customer orders (committed) in week t

Ft = Forecasted demand in week t

For week 1 in our example, the ending inventory from the previous week is the beginning inven-
tory in week 1, or 5 units. As indicated in the formula, we will choose the maximum (larger) of the 
customer order or forecast in week 1, which is the customer order of 65 units. Because the projected 
on-hand inventory in week 1 will become negative, production for the lot-size quantity (MPS = 80) 
should be scheduled in week 1. We use the customer orders because these are actual committed orders 
as opposed to the estimate of demand given by the forecasted figure. Using forecasts in periods where 
the customer orders are larger will overestimate the inventory levels in those periods. Therefore,

Projected on-hand inventory in week 1 = I0 + MPS1 – Maximum (CO1, F1)

= 5 + 80 – 65 = 20

Similarly, for week 2, as the ending inventory from week 1 is 20 units and the larger of the customer 
order or forecast is the forecast quantity of 60 units, the projected on-hand inventory will become 
negative. Therefore, production for the MPS quantity of 80 units should also be scheduled for week 2. 
Note that we use the forecast value (the larger quantity) in this case because it is likely that the cus-
tomer orders booked in week 2 may not reflect all of the demand that will eventually occur in that 
week. Thus,

Projected on-hand inventory in week 2 = I1 + MPS2 – Maximum (CO2, F2)

= 20 + 80 – 60 = 40
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