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Option 1:
Business Forecasting:
Prepare a 5-6 page report (excluding the cover page, the reference page, and any tables and graphs), which describes the uses of business forecasting.
Please use library resources to discuss uses of business forecasting.
Real world example applying two different methods of forecasting:
Forecasting methods selected: Weighted moving average and exponential smoothing.
Raw data:
	Month
	Actual Shed Sales

	January
	10

	February
	12

	March
	13

	April
	16

	May 
	19

	June
	23

	July
	26

	August
	30

	September
	28

	October
	18

	November
	16

	December
	14



                      Source: Render, B, Stair R., and Hanna, M. (2012). Quantitative Analysis for Management Edition, (12th ed.). 
Upper Saddle River, New Jersey: Pearson Prentice Hall. 
Objective: Use the selected methods to forecast for next January shed sales.
Weighted moving average method:  Please review page 156 in the textbook.
Excel QM steps for weighted moving average method of forecasting:
Open Excel QM – Follow instructions included in Help file problem set 1.
Choose the option “Alphabetical” and then select the second option “Forecasting”. Choose  “Weighted Moving Average” which will open up a dialog box as shown below ( Also review page 161 in the textbook).
[image: ]
Enter number of past periods of data as 12, number of periods to average as 3 and enter the title.
Click OK	
[image: ]
Enter the past sales numbers in column B rows 9 through 20.  Enter weights in column C in rows 9, 10 and 11.  Note the most recent month (March) is assigned a greater weight 3) 
Excel QM produces a forecast of 15.33 (column B row 25). Note the forecast error as defined by mean absolute deviation is 5.44 in column G and row 22.
Excel QM also produces a chart comparing the actuals with the forecasted numbers as shown below.


Exponential Smoothing method:
Please review page 158 in the textbook.
Excel QM steps for exponential smoothing method of forecasting:
[image: ]
Enter the past sales numbers in column B rows 10 through 21.      Enter alpha value as 0.1 in cell B7.
Excel QM produces a forecast of 16.72 (column B row 26). Note the forecast error as defined by mean absolute deviation is 6.29 in column F and row 23.
Excel QM also produces a chart comparing the actuals with the forecasted numbers as shown below.


Note you need to vary alpha between 0 and 1 in increments of 0.1 and choose the best forecast for which the MAD in cell F23 is minimum.
To choose the best of the two methods, compare the MAD values of weighted moving average and the exponential smoothing method (based on a specific value of alpha) and choose the one for which MAD is minimum.
Option 2:
Business Inventory control:
Prepare a 5-6 page report (excluding the cover page, the reference page, and any tables and graphs), which describes the uses of business inventory control.
Please use  library resources to discuss uses of business inventory control.
Real world example applying at least one inventory control method.
Business Inventory control method selected: ABC analysis
Example:
Item numbers, annual demand, and unit price for 15 inventory items are given below. Perform ABC analysis.
	Item #
	Volume
	Unit Cost

	Item 1
	80
	 $        12.00 

	Item 2
	10
	 $        50.00 

	Item 3
	50
	 $        15.00 

	Item 4
	40
	 $        50.00 

	Item 5
	80
	 $        40.00 

	Item 6
	220
	 $        75.00 

	Item 7
	250
	 $          4.00 

	Item 8
	400
	 $          1.50 

	Item 9
	250
	 $          2.00 

	Item 10
	500
	 $        25.00 

	Item 11
	450
	 $          5.00 

	Item 12
	80
	 $          7.50 

	Item 13
	250
	 $          3.50 

	Item 14
	1200
	 $          1.00 

	Item 15
	300
	 $        15.00 



Open Excel QM – Follow instructions included in Help file problem set 1.
Choose the option “Alphabetical” and then select the second option “Inventory”. Choose  “ABC Analysis” which will open up a dialog box as shown below .
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[image: ]

Enter volume data in rows C6 through C20 and cost data in rows D6 through D20 in the shaded area.
Excel QM results are shown below:
[image: ]
(a) The first two items account for 70% of annual usage and should be classified as A items. 
(b) The next four items account for about 20% of annual usage and should be B items.
(c) The remaining items should be classified as C items.

Forecasting
Demand	10	12	13	16	19	23	26	30	28	18	16	14	Forecast	12.166666666666666	14.333333333333334	17	20.5	23.833333333333332	27.5	28.333333333333332	23.333333333333332	18.666666666666668	Time
Value

Forecasting
10	12	13	16	19	23	26	30	28	18	16	14	10	10	10.199999999999999	10.479999999999999	11.031999999999998	11.828799999999998	12.945919999999997	14.251327999999997	15.826195199999997	17.043575679999996	17.139218111999998	17.025296300799997	Time
Value

image5.png
® -

Bookl - Microsoft Excel

Enter | Acrot

Excel

| & e
2@o@x

a Data
Dollar Percent
Volume of Dollar

5 Rank [item  Volume unitcost Dollar volume Volume

e ] sfitem1 $ 96000 02.00%

7 15{item 2 s 500.00  01.04%
8 11fitem3 s 750.00  01.56%
9 6litem4 $ 200000 04.17%
10 4fitems $  3,20000 06.68%
1 1items $ 1650000  34.42%
Y] 8litem7 $ 100000 02.09%
13 13{items s 600.00  01.25%
1 14fitems s 500.00  01.04%
15 2|item 10 $ 1250000  26.08%
16 5{item 11 $ 225000  04.69%
17 12{item 12 s 600.00  01.25%
18 10fitem 13 s 875.00  01.83%
19 7|item 14 $ 120000 02.50%
20 3item 15 $ 450000 09.39%
21

W ¥ W[ Sheetl | Sheets ~Sheets

Sheets Sheet3 1]

«

W calibri T ==5 cenem - A Semsens E-47-
P‘J G- B I U- AN Heos o r o Hoer @ M-
J B oA PR Y] " | Gromat- | 2~

Cigboard 5 Fort 5| atgnment 5| umber o cois | eaing
X < = B
A 5 < o [ v s W S
1 Inventory ABC Analysis

30}

Reaoy | 7 |

EO@ w0 U @





image6.emf
Dollar 

Volume 

Rank Item Volume

Unit 

CostDollar Volume

Percent 

of Dollar 

Volume

Cum 

Percent 

of Dollar 

Volume Category

1 Item 6 220 75 16,500.00 $       34.42% 34.42% A

2 Item 10 500 25 12,500.00 $       26.08% 60.50% A

3 Item 15 300 15 4,500.00 $         09.39% 69.89% A

4 Item 5 80 40 3,200.00 $         06.68% 76.56% B

5 Item 11 450 5 2,250.00 $         04.69% 81.26% B

6 Item 4 40 50 2,000.00 $         04.17% 85.43% B

7 Item 14 1200 1 1,200.00 $         02.50% 87.93% B

8 Item 7 250 4 1,000.00 $         02.09% 90.02% C

9 Item 1 80 12 960.00 $             02.00% 92.02% C

10 Item 13 250 3.5 875.00 $             01.83% 93.85% C

11 Item 3 50 15 750.00 $             01.56% 95.41% C

12 Item 12 80 7.5 600.00 $             01.25% 96.66% C

13 Item 8 400 1.5 600.00 $             01.25% 97.91% C

14 Item 9 250 2 500.00 $             01.04% 98.96% C

15 Item 2 10 50 500.00 $             01.04% 100.00% C

Total 47,935.00 $      

Results - sorted by dollar volume
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