
A
Absolute percent error (APE), 70–71
Academic research case study, 

102–103
Actual

blaming the forecast, 60
defi ned, 17, 189
denominator management and, 71
last-known actual, 84–85, 210

Aggregating results, 70
Analogy, forecasting by, 113–114
APE (absolute percent error), 70–71
APICS website, 171
Applied Forecasting website, 172
Artifi cial volatility

defi ned, 62, 138
demand smoothing and, 139–140
evils of, 20–22
FAQs, 229–230
overview, 17–19
practical fi rst steps, 165–166

Assessment, preproject, 153
AstraZeneca case study, 104–105

B
Bake-offs, 159n7
Benchmark data. See also Performance 

measurement
FAQs, 196–198
perils of interpreting, 43–45
recommendations setting, 47
worst practices, 101–102

Bias
defi ned, 15, 23, 189
FAQs, 198–199, 205
practical fi rst steps, 168

Blaming the forecast, 60–61
Blogs, 171–172, 193
The Business Forecasting Deal (blog), 

171, 193

C
Catt, Peter, 162
Certifi cation programs, 172

Index

247

Coeffi cient of variation (CV)
defi ned, 15, 190
FAQs, 207
management aphorisms, 177
practical fi rst steps, 162–164

Coin tossing example, 7–10, 37
Collaborative approach

demand smoothing, 139–142
drawbacks of, 136–138
overview, 136
proactive collaboration, 138–139

Comet Chart, 63, 161–162, 207
Conferences and events, 171
Confi dence limits, 203–204
Constrained forecast, 13–14, 235
Consulting services, 67, 170–173
Consumer goods manufacturer

demand smoothing, 141
new product forecasting, 123–124

Consumption
defi ned, 62
volatility in, 17–18, 62

Cost of inaccuracy metric, 105
CPFR framework

collaborative approach and, 136, 139
FVA analysis and, 93, 101
new product forecasting and, 131

CV. See Coeffi cient of variation (CV)

D
Data collection, 94–95
Data/systems infrastructure, 24
Data visualization, 172
Delphi Method (NPF), 112–113
Demand

defi ned, 10, 12, 26n4
FAQs, 230–231, 239–241
forecast accuracy and, 43
forecasting, 10–13
handling outliers, 52
improvement in defi ning, 24
like-items and, 113
management aphorisms, 177–179, 

182–183

CO
PYRIG

HTED
 M

ATERIA
L

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



248 ▸  I N D E X

manufacturing examples, 11–12
returns and, 12
as voice of the marketplace, 58–59

Demand factors
calculating, 128–129
defi ned, 128

Demand shaping, 139, 150, 156
Demand smoothing, 139–142, 150
Demand volatility

about, 15–17
evils of, 19–22
FAQs, 227–230
improvement opportunities, 25
management aphorisms, 177
recommendations, 64

Deming, W. Edwards, 169, 173
Denominator management, 70–71
Discussion groups, 171–172
Distribution centers

consumer goods manufacturer case 
study, 123–124

fabricated history, 124–127
handling time-phased changes, 

128–130
organizational realignment, 

121–123

E
An Enquiry Concerning Human 

Understanding (Hume), 5
Evaluating

performance, 22–23
software vendors, 155–157

Evangelical forecasting, 65–66
Executive opinion (NPF), 112

F
FA. See Forecast accuracy (FA)
Fabricated history, 124–127
Few, Stephen, 169, 172
Fildes, Robert, 102–103
Food manufacturer case studies

FVA analysis, 106–107
pruning approach, 146
supply chain engineering approach, 

144
Forecast accuracy (FA)

arbitrary objectives, 46–47
bias and, 23
coin tossing contest, 7–10
confusing historical fi t with, 41–43
constraining supply and, 71–72
cost of inaccuracy metric, 105–106
defi ned, 7, 190
demand and, 43
expectations and performance 

goals, 43–47

factors impacting, 42
FAQs, 193–196, 201–203, 205, 

236–237
management aphorisms, 177–179, 

182–184
managing expectations, 166–167
practical fi rst steps, 161–168
recommendations, 42–43
relationship with volatility, 

161–165
Forecast error

benchmark data and, 43–45
FAQs, 205–206
MAPE and, 81
minimizing, 72

Forecast Focus social networking site, 
172

Forecasting by analogy (NPF), 
113–114

Forecasting implementations. See 
Implementations (forecasting)

Forecasting Methods and Applications 
(Makridakis, Wheelwright, and 
Hyndman), 42, 200, 206, 
208–209, 223

Forecasting models
confusing fi t with accuracy, 41–43
FAQs, 220–224
handling outliers, 52
model fi t versus appropriateness, 

38–40
overfi tting, 32–41
pick-best selection, 32–37
practical fi rst steps, 169–170
recommendations, 40–41

Forecasting Principles website, 171
Forecasting software. See Software 

(forecasting)
Forecast value added (FVA) metric

as benchmark alternative, 45
defi ned, 81, 190
FAQs, 205
importance of, 90–92
improvement opportunities, 25
naïve forecast and, 83–90
overview, 82–83
performance expectations and, 46, 

101
recommendations, 47, 69
sample results, 89–90
worst practices, 31

FVA analysis
analyzing process, 95
as benchmark alternative, 45
case studies, 102–107
collecting data, 94–95
defi ned, 23, 81

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



I N D E X  ◂ 249

example using, 82
FAQs, 211–220
further applications, 101–102
importance of, 91–92
interpreting results, 98–101
judgment and, 59, 78
lean approach, 45, 78, 104, 107–108
management aphorisms, 176, 180
MAPE as alternative, 108n4
mapping process, 93–94
naïve forecast and, 83–90, 167
performance goals and, 46
practical fi rst steps, 167–168, 170
recommendations, 47, 69
reporting results, 96–98
sample results, 89–90
step-by-step process, 92–101
worst practices, 31, 47

G
Goodwin, 102–103
Guderian, Robert, 104

H
Harwell, Jack, 106
Hierarchical forecasting

about, 48–50
editorial comment on, 78
FAQs, 242–245
recommendations, 50
worst practices, 31, 49–50

Historical demand
maintaining at lowest level, 126
organizational realignment and, 

120–121
worst practices, 30–31

Historical fi t, confusing with forecast 
accuracy, 41–43

Hume, David, 5–6, 25
Hyndman, Rob, 42, 200, 206, 

208–209, 223

I
IBF (Institute of Business Forecasting), 

171–172
IBF Blog, 172
IBF Forecasting Discussion Group, 172
IIF (International Institute of 

Forecasters), 171–172
Implementations (forecasting)

evaluating software vendors, 
155–157, 159n7

preproject assessment, 153
reasons for failure, 151–153
requesting information/proposals, 

154
warning signs of failure, 157–158

Induction
defi ned, 5
problem of, 5–6

Inherent volatility
defi ned, 62
demand smoothing and, 139
FAQs, 229–230
overview, 17–19
practical fi rst steps, 165–166

Institute of Business Forecasting (IBF), 
171–172

Intel (case study), 103–104
International Institute of Forecasters 

(IIF), 171–172
Interpreting results, 98–101
ISAS Forecasting User Forum, 172
Issues in business forecasting

artifi cial volatility, 17–19
coin tossing contest, 7–10
collaborative approach to, 136–142
constrained forecast, 13–14
demand, 10–13
demand volatility, 15–17
evaluating forecast performance, 

22–23
evils of volatility, 19–22
improvement opportunities, 24–26
inherent volatility, 17–19
management aphorisms, 175–185
practical steps to resolving, 

161–173
problem of induction, 5–6
pruning approach to, 145–149
realities of forecasting, 6–7
statistical approach to, 134–136
supply chain engineering approach 

to, 142–144

J
John, Meredith, 159n3
Joiner, Brian, 169, 173
Joseph, Martin, 104–105
Judgment

FAQs, 237–238
new product forecasting and, 

113–114
role of, 59–60, 78
in structured analogy, 116–117, 

119–120

K
Karelse, Jonathon, 105–106

L
Lancaster University Centre for 

Forecasting, 172
Lapide, Larry, 108n4

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



250 ▸  I N D E X

Last-known actual, 84–85, 210
Lead times, shortening, 143–144
Like-items, defi ned, 113
Linear trend model, 34

M
Makridakis, Spyros, 42, 195, 200, 206, 

208–209, 223
Management

aphorisms about forecasting, 
175–185

executive opinion, 112
Manufacturing postponement strategy 

(SCE), 144
MAPE. See Mean absolute percent 

error (MAPE)
Mapping processes, 93–94
MAPV (mean absolute percent 

variation), 108n4
Mean absolute percent error (MAPE), 

203
aggregating results, 70
common usage of, 69
defi ned, 22, 190–191
FAQs, 196–197, 199–201, 205, 207, 

222–223
forecast error and, 81
management aphorisms, 176
practical fi rst steps, 168
worst practices, 47

Mean absolute percent variation 
(MAPV), 108n4

Measurements. See Benchmark data
Miller, Rob, 63
Moving average, 84, 86–87, 208–209

N
Naïve forecast

defi ned, 23, 191
editorial comment on, 77
FAQs, 208–211
FVA analysis and, 83–90, 167
gaming metrics and, 69–70
overview, 83–90
recommendations, 47
sample results, 89–90
worst practices, 31, 47

Negative revenue, 146
Negative volume, 146
New product forecasting (NPF)

challenges, 131–132
common approaches, 112–114
Delphi Method, 112–113
executive opinion, 112
fabricated history, 124–127
FAQs, 241–242
forecasting by analogy, 113–114

organizational realignment, 
120–132

prediction market, 113, 159n6
sales force rollup, 112
by structured analogy, 114–120, 

131
time-phased changes, 127–130
typical scenarios, 111

No-change model, 84

O
Organizational realignment

case study, 123–127
challenges, 132
demand history and, 120–121
examples of, 121–123

Outliers
considerations about, 53
defi ned, 31
FAQs, 221–222
handling, 50–54
masking effect of, 51–52
modeling, 53
recommendations, 55
worst practices, 31

Overfi tting models, 32–41
Overinvesting in forecasting function, 

66–69

P
Pareto charts, 145–146
Parsimony, principle of, 53
Performance measurement. See also 

Benchmark data
accuracy expectations and, 43–47
aggregating results, 70
benchmark data, 43–45, 47, 

101–102
constraining supply, 71–72
denominator management, 

70–71
FAQs, 198–208
forecasting and reporting, 69–73
forgetting the goal, 72
FVA and, 91, 101
gaming metrics, 69–70
practical fi rst steps, 168–169
recommendations, 47, 73
setting appropriate, 46
unfair objectives, 72–73

Pick-best selection, 32–41
Placebo forecast. See Naïve forecast
POC (proof-of-concept), 76, 158
Point-of-sale (POS) data

case study, 106
defi ned, 13, 191
inherent volatility of, 62

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



I N D E X  ◂ 251

Politics of forecasting
about, 57–58
FAQs, 224–227
management aphorisms, 179–180
recommendations, 60
role of judgment, 59–60
unbiased best guess, 58
voice of the marketplace, 58–59

POS data. See Point-of-sale (POS) data
POV (proof-of-value), 76, 158
Practical fi rst steps

consulting resources, 170–173
determining inherent/artifi cial 

volatility, 165–166
eliminating worst practices, 

169–170
FVA analysis, 167–168, 170
managing expectations, 166–167
meaningful performance metrics, 

168–169
volatility versus accuracy 

relationship, 161–165
Prediction market (NPF), 113, 159n6
Preproject assessment, 153
Proactive collaboration, 138–139, 150
Problems of business forecasting. See 

Issues in business forecasting
Process and practices (forecasting)

adding variation to demand, 61–64
blaming the forecast, 60–61
editorial comment on, 76–78
evangelical forecasting, 65–66
FAQs, 230–237
forecasting software, 74–76
FVA analysis, 92–101
management aphorisms, 180–182
overinvesting in forecasting 

function, 66–69
politics of forecasting, 57–60, 

179–180
resources on, 173
types of, 67–68
worst practices, 55–57

Professional organizations, 171
Proof-of-concept (POC), 76, 158
Proof-of-value (POV), 76, 158
Pruning approach

overview, 145–148, 150
reasons for not pruning, 148–149

Q
Quadratic model, 34–35

R
Randomness, 173, 210–211
Random walk, 84–85, 87–88
Real estate market, 114

Reporting results, 96–98, 198–208
Requests for information (RFIs), 154
Requests for proposals (RFPs), 154
Resources (forecasting), 170–173
Return on investment (ROI), 155
Returns, defi ned, 12
RFIs (requests for information), 154
RFPs (requests for proposals), 154
RMSE (root mean squared error), 

199–200
Rodriguez, Emily, 85–86, 103
ROI (return on investment), 155
Root mean squared error (RMSE), 

199–200

S
Sales force rollup (NPF), 112
SAS Analytics Pro, 211
SAS Forecast Server, 159n1, 185n3, 

221
SAS Institute, 171–172
SAS Text Analysis, 159n2
SAS Visual Data Discovery, 211
Savage, Sam, 173
SCE approach. See Supply chain 

engineering (SCE) approach
Seasonal random walk, 84, 86, 88
Sglavo, Udo, 164
Shipment volatility, 18, 62
Six Sigma methodology, 212
SKUs. See Stock keeping units (SKUs)
SMAPE (symmetric MAPE), 199, 201
Software (forecasting)

editorial comment on, 77
evaluating vendors, 155–157, 

159n7
FAQs, 245–246
implementation failures, 152–153
management aphorisms, 184–185
overinvesting in, 67
recommendations, 60, 68–69, 76
selecting, 74–76
worst practices, 57, 68

Specialty retailer case study, 106
Stairstep tables, 96–97
Statistical approach

drawbacks of, 134–135
FAQs, 222
overview, 134
suitable conditions for, 135–136

Stellwagen, Eric, 51
Stevens, Rob, 159n7
Stock keeping units (SKUs)

actual sales, 17
defi ned, 15–16, 191
practical fi rst steps, 163–165
scatterplot of, 16

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



252 ▸  I N D E X

Structured analogy
applying, 120
features of, 114, 131
step-by-step process, 116–119
types of data required, 115–116

Supply chain case study, 102–103
Supply chain engineering (SCE) 

approach
overview, 141–142, 150
postponement strategy, 144
shortening lead times, 143–144

Supply, constraining, 71–72
Symmetric MAPE (SMAPE), 199, 201

T
Taleb, Nassim Nicholas, 173, 196
Tempur-Pedic case study, 105
Teunter, Ruud, 72
Theil’s U Statistic, 206
Time-phased approach, 127–130
Time series data

defi ned, 191–192
FAQs, 209
historical fi t and, 42
outliers and, 53

Training programs, 172
Trends e-newsletter, 51
True demand. See Demand
Tufte, Edward, 169, 172

U
Unbiased best guess, 58, 66
Unconstrained true demand, 57–58
Understanding Variation (Wheeler), 99, 

169, 173

V
Variation, 173
Visualization, data, 172
Volatility. See also specifi c types of 

volatility
adding variation to demand, 

61–64
in consumption, 17–18, 62
relationship with forecast accuracy, 

161–165

W
Websites, 171–172
Weighted MAPE (WMAPE), 199
Wheeler, Donald, 99–100, 169, 173
Wheelwright, Steven, 42, 200, 206, 

208–209, 223
Wilson, Eric, 105
WMAPE (weighted MAPE), 199
Worst practices

benchmark data, 101–102
forecasting process/practices, 55–57
forecasting software, 57, 68
FVA analysis, 31, 47
FVA metric, 31
hierarchical forecasting, 31, 49–50
historical demand, 30–31
mean absolute percent error, 47
naïve forecast, 31, 47
outliers, 31
practical fi rst steps, 169–170

Y
Yokohama Tire Canada case study, 

105–106

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om


