KEY REVIEW

True-False Questions

_____
1.
Forecasting plays an important role in all aspects of business.

_____
2.
It is possible to obtain a perfect forecast.

_____
3.        The purpose of demand management is to coordinate and control all the


sources of demand so the productive system can be used efficiently and                    

the product delivered on time.

_____
4.
A simple moving average is useful in identifying a trend when data is
                 neither growing nor declining rapidly and has no seasonal characteristics.

_____
5.
Exponential smoothing assumes that past data is more indicative of the
            future than the most recent occurrences.

_____
6.
Alpha smoothing factors are used to correct for the impact of the error,
                  which occurs between the actual and the forecast.  

_____  7.
Exponential smoothing assumes the importance of data diminished as the past becomes more distant.

_____
8.
Error is the difference between the forecast value and what actually
                  occurred.

_____
9.
Forecast values within the confidence limits are really not errors.

_____10.
A tracking signal is a measurement that indicates whether the forecast
            average is keeping pace with changes in demand.  

Multiple-Choice Questions

_____11.
Which of the following is true of forecasting?




A.
Is seldom used by businesses




B.
Uses only quantitative measures




C.
Is used to make periodic decisions




D.
Is always perfect

_____12.
A department store discovered that in a four-month period, the best forecast can be determined by using 50 percent of the sales for the most recent month, 20 percent of the sales of two months ago, 10 percent of the sales of three months ago, and 20 percent of the sales of four months ago.  Which forecasting method should the store use to forecast demand?




A.
Simple Moving Average




B.
Linear Regression




C.
Time Series Analysis




D.
Weighted Moving Average

_____13.
Which of the following is not a major reason for the acceptance of exponential smoothing techniques?




A.
Exponential models are surprisingly inaccurate.




B.
Formulating an exponential model is easy.




C.
The user can understand how the model works.




D.
There is very little computation required.

_____14.
Alpha, the smoothing constant, ranges between:




A.
2 and -2




B.
1 and -1




C.
0 and -1




D.
0 and 1

_____15.
The smoothing constant delta:




A.
Reduces the impact of the error of the forecast




B.
Corrects for upward or downward data trends




C.
Corrects for lags in the exponential forecast




D.
Initially can be guessed or based on observed past data




E.
All of the above are true of the smoothing constant delta.

_____16.
Which of the following can be used to control the value of alpha in
                  adaptive forecasting?




A.
Two or more predetermined values of alpha




B.
Computed values for alpha




C.
Both A. and B




D.
Neither A. nor B

_____17.
All are used to describe the degree of error except:




A.
Standard error




B.
Median




C.
Mean squared error




D.
Variance




E.
Mean Absolute Deviation

_____18.
The MAD is equal to the sum of the absolute deviations divided by the:




A.
Period number




B.
Actual demand for the period




C.
Number of data points




D.
Forecast demand for the period




E.
Standard Deviation

_____19.
In the straight line equation for regression where Y = a + bX, X can be:




A.
The Y intercept




B.
The time period




C.
The dependent variable data point




D.
The slope of the line

_____20.
Forecasting by multiple regression is appropriate when:




A.
A number of factors might influence a variable.




B.
Demand is constant.




C.
Data on variables is nonexistent.




D.
Computer program packages for forecasting are not available.

Problems

21.
       The historical demand for replacement grass and leaf bags for a mulching lawn   mower is given below:



  July


1,000



  August

1,200



  September
       
   900



  October 

1,100


  Use a three-period moving average to make a forecast for November.  Make a   
  forecast for November using a weighted moving average with weights of 0.4,
  0.3, 0.2 and 0.1.  Make a forecast for November using single exponential
  smoothing with alpha of 0.2 if the forecast for July was 1,100.  Calculate the
  MAD, RSFE (running sum of forecast errors), and tracking signal for the
  forecasts for August, September, and October made by the exponential
  smoothing method.

22.
        The historical demand for folding chair rentals from a local party supply rental
         company is given below:



  January

1,850



   February

2,000



   March

2,200



   April

            2,300



   May 

            2,550


   Use least squares regression analysis to make a forecast of chair rentals for
   June.  

23.
The following table gives the historical data on the number of round-trip passengers traveling from Chattanooga, TN to the Atlanta, GA airport by Express Shuttle. Decompose the time series data into trend and seasonal factors and make forecasts for passengers for each quarter in 2009.






Number of Passengers (000)


Quarter

2006

2007

2008  



I


1,200

1,500

1,700



II


   600
  
   700
  
   800



III


1,000

1,000

1,300



IV
  
       
   600
  
   800
  
   800

24.

Fashion Legs, a Southeast hosiery manufacturer, makes women’s hose, for which demand is highly seasonal.  The company has been experiencing difficulty in making accurate forecasts.  The following table gives the quantity of hose sold by quarters in the last three years.

                                                                    Demand



Quarter

2006

2007

2008



I


540

590

649



II


 70

 72

 80



III


110

126

130




IV
  
    
 443

460

510



Decompose the data series into trend and seasonal factors and make forecasts
      for each quarter in 20096.
