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New Product Introductions –
Visual Comparisons

Using similar variability in analogues to find models

Source: ZS Associates, Oct 07

© 2008 - 2014 Delphus, Inc.
Source: A.G. Cook, ZS Associates 2008
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The Historical Impact Over 
The Past Few Periods

2. 

5. 

4. 

3. 

1. 

Intensity (1-5)Direction (+/-)Factor (examples)
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The Factor’s Effect on 
Demand in the Current Period

2. 

5. 

4. 

3. 

1. 

Intensity (1-5)Direction (+/-)Factor (examples)
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The Expected Future Impact 
of a Factor on Demand

2. 

5. 

4. 

3. 

1. 

Intensity (1-5)Direction (+/-)Factor (examples)
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The Overall Impact of the Top Factors

3. 

%5. 

%4. 

%2. 

%1. 

Maximum 
influence 
that the 

factor can 
have (+/-%)

Change in 
upcoming 
periods

Current 
impact

Past 
changes

CategoryFactor
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Workshop Takeaway

• Use ratios, flowcharts, and graphical methods 
to quantify factors

• Establish consistent factor forecasts
• Employ analytical methods that meet 

stringent quality standards
• Interview industry experts, peers and end-

users
• Research proprietary databases that include 

trade publications, government reports and 
corporate literature
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Source: Graham Clarke, CEO, Immunobiology Ltd, UK  
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Document Top Factors

• Information sources for factors –
where are they coming from?

• What are the ratings of factors?
• Summarize rationale and 

assumptions about ratings
• Develop a revision schedule for 

factors
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Dealing With Multiple 
Interacting Factors

• Generally, the factors’ influence on 
demand do not occur in isolation.

• If factors serve as proxies for one 
another, positive influences may cancel 
negative ones.

• Two positive factors do not necessarily 
re-enforce each other and impact on 
demand may not be additive.
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Update and Maintain Top 
Factors On An Ongoing Basis
• Present results of current 

performance of top factors
• Summarize executions of 

model performance
• Evaluate past performance

in relation to current 
performance

• Reconcile results with 
standards for future 
performance
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Workshop 01 Review:
Assessing Qualities of a Good Factor

• Objective – avoid ‘guessing’

• Reliable – use dependable sources

• Fully disclosed – avoid poor research

• Empirically based – quantifiable and practical
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What criteria should good data gathering process have? 
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Create a table in which you list the characteristics of good data: 
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Additive and multiplicative error models gave identical forecast profiles, but 
prediction limits are different: symmetrical for additive error and asymmetrical for 
multiplicative error 
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A Histogram Plot of the Frequency Distribution for 50 
Service-Order Travel Data
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• Demand Forecasting is all about CHANGE and CHANCE, by 
creating an objective, unbiased view of what consumers desire (and are 
willing to purchase) in products and services

• Demand Planning is about actions to sense and shape demand for 
the business and

• Demand Management is about preparing for and providing of the 
right amount of the right product to be in the right place at the right time at the 
right price

Video Clip: I Love Lucy Candy Factory
http://www.youtube.com/watch?v=HnbNcQlzV-4

Plans are what we can ‘feel we can do’ while forecasts
are statistical estimates of what is most likely
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Lesson Take-Away:

The Forecast Managers Checklist 

Unintended Consequences from Bad 
Forecasting Process 

www.youtube.com/watch?v=0YGF5R9i53A
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A Hands-on Example –
Retail Industry

log SALES = � 0 + � 1  log PRICE + � 2 FLYER+ � 3 DISPLAY + �

A grocery chain is investigating the use of 
scanners to evaluate its promotional 
activities.  A linearized multiplicative 
model is postulated to relate SALES (in 
units) to weekly PRICE (in dollars) in a 
regression model of the form log SALES 
= � 0 + � 1 log PRICE + � .  To incorporate 
promotional effects, the model is 
augmented by adding two variables, 
FLYER (flyer promotion) and DISPLAY 
(display promotion): 

Turn to Retail_Workshop.xls
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� � � �   
1I � I3 � �$2! �  $�I � 1.92 -0.14 

0 IK � 0IG� 0I$KI� 0�$3� � -6.05 -0.81 
�I �  2 � 0�$ 3 � �$ � -0.06 -0.26 
23� �� �  $ 3� �$I � 1.47 0.85 
03� � 0� � 0 $!I � 0 $! � -3.83 -0.03 
I2 �  3 � �$ 3 � � � 0.16 0.16 
0 2 � 0  � 0 $� � 0 $I2� -2.39 0.37 
0�� � 0I � 0 $�! � 0�$!1 � -2.06 -0.12 
KK�  3 � �$�2 � � � 0.28 0.28 
12�  �� � �$!! � K$I � 5.3 -3.32 
� � � �   

N�U�������C 4D�U�I�$GQ��
�. �U�������C . D�U� 3� � �   
"O4�U���7�C 4D�U�K2$�Q� . �U�������C . D�U� 3$�Q� �   
"O. �U���7�C . D�U� !$GQ� � �   

��7��C P D�U��$��Q� ��7��C P� D�U��$�GGQ� �   
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� \C''�D�U�C���0��$�GG�D�B�C���V��$�GG�D�U��$!32�
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·  Total variation (entire pie) is the variation of Y about the overall mean of Y 
·  The pie is composed of two components: 

o Slices explained by the regression. This is CHANGE 
o Slice that is unexplained variation due to error (“unknown”). This is CHANCE 
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   Fit       StDev Fit       95.0% CI             95.0% PI   
24.814      0.762     (23.264,  26.364)    (15.528,  34.100)    
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Unusual Observations: 
Obs        C1         C2        Fit      StDev Fit   Residual    St Resid 
 11      4.00     15.500     26.983      0.895    -11.483      -2.60R  
 
R denotes an observation with a large standardized residual. 
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Period Price Actual Sales Projected Sales Lower Limit Upper Limit 
9  11 5.75  5.4    3.9  7.5 
10  7.2 7.91  6.6    4.6  9.3 
11  8.3 6.43  6.2    4.4  8.6 
12  16.1 5.19  4.6    3.3  6.4 

 

© 2007 Delphus, Inc.  Unit 8 Topic 25

Projections and Ranges
(Log Transformed Data)
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