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What is forecasting?
Forecasting is a practice that organisations engage in to predict what will happen within their business or sector in future periods. Basically, it is a decision-making tool that helps businesses cope with the impact of the future’s uncertainty by examining historical data and trends. It is a planning tool that enables businesses to chart their next moves and create budgets that will hopefully cover whatever uncertainties may occur (Schmidt, 2024). Forecasting can be used to predict sales or drive demand, which in turn guides plans for material ordering, production and delivery planning as a through process for the business as a whole.
[image: ]
Fig 1 – Cost of forecasting Vs Cost of inaccuracy (Tanha, M (2025))
The main conflict within forecasting lies in the trade-off between the cost of generating accurate forecasts and the potential costs incurred due to inaccurate forecasts. While the more accurate forecasting techniques require substantial investment in resources, time, and potentially sophisticated software an inaccurate forecast can lead to significant financial losses and operational inefficiencies.
Nature of Demand
The demand for products and services can have many influencing factors that drive the volume of demand that an organisation will need to take into account when forecasting for the future, these include factors such as;
· Spatial – Referring to the geographical locations of the products customers / consumers. This can impact, for example, where retailers plan to put shops for optimal footfall or how logistics companies can plan there delivery routes.
· Temporal – The fluctuations of demand based on time frames, these can refer to various periods and lengths from restaurants expecting increased demand during lunch hours, retailers seeing increased footfall during weekends and business experiencing variations depending on yearly seasonal changes.
· Regular – The consistent and predictable pattern of customer / consumer purchasing and consumption. For example the day to day purchases of supermarket goods.
· Irregular – Is the fluctuating demand which is driven by external factors such as seasonality, political influences or economic movements. Like increased demand for Christmas decorations in the November/December periods.
· Independent – Demand for products that are sold or consumed directly by the purchaser and is influenced by market conditions and trends.
· Derived – Is usually related to items that are components or ingredients of a finished product or a resource that is required in the act of production. Derived demand is driven for the independent demand of the final product.
Qualitative forecasting methods
Qualitative forecasting methods are typically used in the early stages of a products life cycle, when there is not much data for the actual product around, during the R&D stages or when a product is first introduced into the market. The data is gathered via various sources and then human judgement (typical based on past experiences) and rating schemes create quantitative estimates to create the forecast.
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Fig 2 – Qualitative forecasting techniques (Faster Capital (2025))
The most basic qualitative techniques are quite easy to conduct and are relatively low cost but provide basic data on target markets and previous trends, these include;
· Historical Analogy – A comparative analysis of similar new products within the same market space and how they were introduced and grew as the life cycle of the product progressed.
· Visionary forecast – A non-scientific method that uses personal experiences, insight and judgement to create forecasts.
· Panel consensus – Similar to the visionary forecast but will include insights from multiple experts, in a view that several opinions coming together can create a better forecast.
There are a couple of qualitative techniques that are more complex which will provide a more complex and accurate forecast but will come at a cost;
· Market research – A systematic approach that involves researching the market, consumers and competitors and testing hypotheses in real world environments.
· Delphi method – The Delphi method relies on experts who are knowledgeable about a certain topic so they can forecast the outcome of future scenarios, predict the likelihood of an event, or reach consensus about a particular topic (CFI, 2025). The most in-depth research method involves identifying the objective or issue ; selecting an appropriate panel of experts to be consulted and a facilitator ; multiple rounds of questionnaires to dig deeper each time into arguments and solutions ; eventually resulting in quality data to be evaluated and decisions to be made.
The Delphi method, whilst have many stages which can result in long time scales and costs, generally results in the most accurate forecasts for new products launching in established markets.
Quantitative forecasting methods
Quantitative forecasting makes predictions on future requirements based on the analysis of actual past data (e.g. Sales data, financial reporting, production rates and yield, etc). The difference between qualitative and quantitative forecasting is that qualitative methods make projections based on the interpretation of one or more experts and quantitative methods rely on historical data. In other words, quantitative forecasting involves number crunching, and qualitative forecasting involves making an educated guess (Reflex, 2025).
Quantitative methods are best used when a product has passed the initial stages of it’s life cycle, especially when moving into rapid growth and eventually the steady state of demand.
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Fig 3 - Quantitative forecasting techniques (Faster Capital (2025))
Within quantitative methods there are two types of techniques that can be used by businesses to create forecasts and projection. Firstly there are time series analysis methods, which analyse historic patterns and data to come up with short term projections;
· Moving average – A basic analysis method that calculates the average of data points over a specified number of past periods. This smooths out short-term fluctuations to reveal underlying trends. 
· Exponential smoothing – An advanced version of moving average where more weight is given to more recent data points. By assigning more weight to recent data and  exponentially decreasing weights to past data this method is useful for adapting to changing trends.
· Trend projections – This technique uses historical data to identify and project past trends into the future to predict future demand. It assumes that the patterns observed in the past will continue, making it useful for stable and predictable environments. 
· Box Jenkins – This method expands further on exponential smoothing method that is then fitted with a mathematical model that assigns smaller errors to history than standard models. The Box-Jenkins method is a powerful tool, but it requires careful application. Successful forecasting depends on repeating the stages until a well-fitting and diagnostically sound model is achieved.
· Decomposition - A method that separates a time series into its component parts (trend, seasonality, and remainder) to improve forecasting accuracy. By analysing and forecasting each component individually, then combining them, this approach can reveal underlying patterns and enhance predictions.
· X-11 – The method was developed by Julius Shiskin from the US Census bureau enhancing the standard decomposition method. This method can be the most accurate time series projection technique but requires vast amounts of data over many forecasting periods, as it can take into account seasonal variances, trend cycles and irregular elements, allowing forecasting into the medium to long-time frames.
The other style of quantitative forecasting are the casual methods, these consider the relationships between variables and other influencing factors to come up with more longer term future forecasts. Most casual techniques follow a regression analysis model which examines the relationships between a dependant variable, the variable that is trying to be predicted, and the independent variables, variables that influence the dependant variables. These can then determine whether the relationship are either linear (where one independent variable influences a single dependant variable), multiple (A dependant variable is influenced by multiple independent) or no regressions.
Collaborative forecasting
Collaborative forecasting is making predictions on future demands by using historical data and opinions from multiple sources throughout the organisation itself and the entire supply chain. The most effective collaborative forecasting processes have carefully selected participants bringing their own data and experience to the table, which are fed into the overall project so that each level of independent and derived demand can be plotted out to meet the end goal. As such these simple steps should be followed;
· Set a clear objective and metrics
· Assemble the right team making sure all elements of the process are represented.
· Utilise tools and platforms correctly for recording and sharing data.
· Regularly review process and record findings.
As the process are long and sometimes will have many participants from various locations collaborative forecasting can be very complex and time-consuming so keeping the team motivated and on track can be the main challenge of the whole process.
By bringing all of this together collaborative forecasting can result in more accurate planning, especially around production plans, as it smooths out the supply chain process from start to finish and enables quick responses to any changes or challenges.
Forecasting at Tata Steel Colors
At Tatat Steel Colors Shotton site, which produces finished painted steel coils to the construction stockholder and manufacturers, forecasting relies heavily on quantitative techniques such as a basic exponential smoothing methods. Many factors come together to drive this method, mainly the products themselves are not influenced by seasonal trends, differences or external factors, there is a level-production strategy in place that evens out demand throughout the periods and as the organisation has been operating for many years there is plenty of historical data that can be used to predict future demand and plan manufacturing processes, identify low demand periods to plan maintenance periods and examine opportunities for future growth or new products.
The business also contributes heavily in collaborative forecasting, as the tail end of the supply chain the products made are the independent variable which can drive the dependant variables further down the supply chain, as such engaging with both the customers and suppliers this can smooth the supply chain process, identify weak points that need addressing and quickly react to any problems encountered.



Exercises
1 -  The following quarterly data represent a demand time series for a product: 
	Year 
	Quarter 

	
	1 
	2 
	3 
	4 

	Last year 
	1200 
	700 
	900 
	1100 

	This year 
	1400 
	1000 
	F3 =? 
	 


 
Forecast the demand for the 3rd quarter of this year. Assume that α = 0.2 and the previous forecast is constructed from the average for the four quarters of the last year.  
· using the equation of the “level only” model i.e.  
 Ft+1 = α At + (1 –α) Ft 
· using corrected version for trend 
The trend-corrected version of the model is a set of equation that can be stated as: 
St+1 = α At + (1 – α) (St +Tt) 
Tt+1 = β (St+1 – St) + (1 – β) Tt 
Ft+1 = St+1 + Tt+1 
Calculate the forecasting error. 
Answer
Level-only model
Forecast = α(Actual Demand) + (1 –α) (Previous Forecast) 
 Ft+1 = α At + (1 –α) Ft 
F0 = Average of previous year  = (1200 + 700 + 900 + 1100)/4 = 975
Quarter 1 = 0.2A0 + (1-0.2)F0   =  0.2(1100) + 0.8(975)   =  1000
Quarter 2 = 0.2A1 + (1-0.2)F1   =  0.2(1400) + 0.8(1000)   =  1080
Quarter 3 = 0.2A2 + (1-0.2)F2   =  0.2(1000) + 0.8(1080)   =  1064
Trend Corrected Version
St+1 = α At + (1 – α) (St +Tt) 
Tt+1 = β (St+1 – St) + (1 – β) Tt 
Ft+1 = St+1 + Tt+1
Assuming smoothing constant β is 0.3 and α remains at 0.2, also St = 975 (Last years average) and Tt = 0 (No Trend).
Quarter 1; S1 = 0.2A0 + (1-0.2)(S0 + T0)   =  0.2(1100) + .08(975 + 0)   = 1000
T1 = 0.3(S1 – S0) + (1-0.3)T0   =  0.3(1000-975) + 0.7(0)   = 7.5
F1 = S1 + T1   =  1000+7.5   = 1007.5
Quarter 2; S2 = 0.2A1 + (1-0.2)(S1 + T1)   =  0.2(1400) + .08(1000 +7.5)   = 1086
T2 = 0.3(S2 – S1) + (1-0.3)T1   =  0.3(1086-1000) + 0.7(7.5)   = 31.05
F2 = S2 + T2   =  1086+31.05   = 1117.05
Quarter 3; S3 = 0.2A2 + (1-0.2)(S2 + T2)   =  0.2(1000) + .08(1086 + 31.05)   = 1093.64
T3 = 0.3(S3 – S2) + (1-0.3)T2   =  0.3(1093.64-1086) + 0.7(31.05)   = 24.03
F3 = S3 + T3   =  1093.64+24.03   = 1117.67
Giving us the below forecast table 
	Year 
	Quarter 

	
	1 
	2 
	3 
	4 

	Last year 
	1200 
	700 
	900 
	1100 

	This year 
	1400 
	1000 
	F3 =? 
	 

	Level-only Forecast
	1000
	1080
	1064
	

	Trend Corrected Forecast
	1008
	1117
	1118
	



Forecasting Error
Forecast Error = √∑(Actual Demandt -  Level Forecastt)2 / Number of periods - 1  =  √∑(At-Ft)2 / N-1
√(1400-1000)2 + (1000-1080)2 / (2-1)   = 407.92
√∑(Actual Demandt - Trend Forecastt)2 / Number of periods - 1  =  √∑(At-Ft)2 / N-1
√(1400-1008)2 + (1000-1117)2 / (2-1)   = 409.09




2 - A manufacturer of young women’s clothing had to make purchase quantity decisions and set production and logistics schedules based on forecasts of market bookings (sales). Five seasons of the year were specified for planning and promotional purposes – summer, trans-season, fall, holiday and spring. Sales data for approximately two and one-half years were obtained (see the table given below). A forecast was needed for two seasons ahead of the current accounting period to ensure adequate purchasing and production lead time. In this case, determine the forecast for fall and holiday period. 
	 Sales Period 
	Time Period (t) 
	Sales (Dt) ($000s) 

	Summer 
	1 
	9458 

	Trans-season 
	2 
	11,542 

	Fall 
	3 
	14,489 

	Holiday 
	4 
	15,754 

	Spring 
	5 
	17,269 

	Summer 
	6 
	11,514 

	Trans-season 
	7 
	12,623 

	Fall 
	8 
	16,086 

	Holiday 
	9 
	18,098 

	Spring 
	10 
	21,030 

	Summer 
	11 
	12,788 

	Trans-season 
	12 
	16,072 

	Fall 
	13 
	? 

	Holiday 
	14 
	? 

	Total 
	78 
	176,723 

	 
	 
	 


 
Formula for trend line using equation T = a+bt  
Where b = ∑ Dt (t) – N (D‾)(t‾)/ ∑ t² - Nt‾² 
And a = D‾ - bt‾ 
Calculate the forecasting error. 
Answer
Expand the table to find values for equations

	 Sales Period 
	Time Period (t)
	Sales (Dt) ($000s)
	Dt x t
	t2

	Summer 
	1 
	9,458 
	9,458
	1

	Trans-season 
	2 
	11,542 
	23,084
	4

	Fall 
	3 
	14,489 
	43,467
	9

	Holiday 
	4 
	15,754 
	63,016
	16

	Spring 
	5 
	17,269 
	86,345
	25

	Summer 
	6 
	11,514 
	69,084
	36

	Trans-season 
	7 
	12,623 
	88,361
	49

	Fall 
	8 
	16,086 
	128,688
	64

	Holiday 
	9 
	18,098 
	162,882
	81

	Spring 
	10 
	21,030 
	210,300
	100

	Summer 
	11 
	12,788 
	140,668
	121

	Trans-season 
	12 
	16,072 
	192,864
	144

	Fall 
	13 
	? 
	
	

	Holiday 
	14 
	? 
	
	

	Total 
	78 
	176,723 
	1,218,217
	650


N = 12 
 = 176,723 / 12 = 14,726.92
 = 78 / 12 = 6.5
Calculate b 
= ∑ Dt(t) – N ()()/ ∑ t² - N²   =  1,218,217 – (12)(14,726.92)(6.5) / 650 – (12)(6.5)2
=486.13
Calculate a 
=  - b   =  14,726.92 – 486.13(6.5)   = 11,567.08
Add in the trend line values for all time periods using equation; T = a+bt 
Example;   T1 = 11,567.08 + 486.13(1) = 12,053.21
T2 = 11,567.08 + 486.13(2) = 12,539.34
T3 = 11,567.08 + 486.13(3) = 13,025.47
And seasonal index value D/Tt
Example;  T1 = 9,458 / 12,053 = 0.78
T2 = 11,542 / 12,539 = 0.92
T3 = 14,489 / 13,025 = 1.11
Complete the rest of the table
	 Sales Period 
	Time Period (t)
	Sales (Dt) ($000s)
	Dt x t
	t2
	Trend Value (Tt)
	Seasonal Index (D/Tt)

	Summer 
	1 
	9,458 
	9,458
	1
	12,053
	0.78

	Trans-season 
	2 
	11,542 
	23,084
	4
	12,539
	0.92

	Fall 
	3 
	14,489 
	43,467
	9
	13,025
	1.11

	Holiday 
	4 
	15,754 
	63,016
	16
	13,512
	1.17

	Spring 
	5 
	17,269 
	86,345
	25
	13,998
	1.23

	Summer 
	6 
	11,514 
	69,084
	36
	14,484
	0.79

	Trans-season 
	7 
	12,623 
	88,361
	49
	14,970
	0.84

	Fall 
	8 
	16,086 
	128,688
	64
	15,456
	1.04

	Holiday 
	9 
	18,098 
	162,882
	81
	15,942
	1.14

	Spring 
	10 
	21,030 
	210,300
	100
	16,428
	1.28

	Summer 
	11 
	12,788 
	140,668
	121
	16,915
	0.76

	Trans-season 
	12 
	16,072 
	192,864
	144
	17,401
	0.92

	Fall 
	13 
	? 
	
	
	17,887
	

	Holiday 
	14 
	? 
	
	
	18,373
	

	Total 
	78 
	176,723 
	1,218,217
	450
	
	


Forecast Periods 13 & 14
F13 = T13 x S13-5   =  17,887 x 1.04 = 18,602.48
F14 = T14 x S14-5   =  18,373 x 1.14 = 20,945.22
Forecasting error
To calculate forecast add in a forecast for the previous 5 periods as table below
	 Sales Period 
	Time Period (t)
	Sales (Dt) ($000s)
	Dt x t
	t2
	Trend Value (Tt)
	Seasonal Index (D/Tt)
	Forecast

	Fall 
	8 
	16,086 
	128,688
	64
	15,456
	1.04
	17,156

	Holiday 
	9 
	18,098 
	162,882
	81
	15,942
	1.14
	18,652

	Spring 
	10 
	21,030 
	210,300
	100
	16,428
	1.28
	20,206

	Summer 
	11 
	12,788 
	140,668
	121
	16,915
	0.76
	13,363

	Trans-season 
	12 
	16,072 
	192,864
	144
	17,401
	0.92
	14,617


Forecast Error = √∑(Actual Demandt -  Forecastt)2 / Number of periods - 1  =  √∑(At-Ft)2 / N-1
√(16086-17156)2 + (18098-18652)2 + (21030-20206)2 + (12788-13363)2 + (16072-14617)2/ (5-1)   = 1069.86




3 - A telephone manufacturing company produces video telephone for the home market. Quality of the product is not quite as good as it could be at this point, but the selling price is low and the company can study market response while spending more time on R&D. At this stage, however, the company needs to develop an aggregate production plan for the next six months from January to June. You have been commissioned to create the plan.  
	 Months 
	Demand forecast (units) 

	January 
	500 

	February 
	600 

	March 
	650 

	April 
	800 

	May 
	900 

	June 
	800 


  
Ending inventory is 200 units (by the end of December). Inventory holding cost is $10/unit/month. Material cost is $100/unit. A worker can produce 2 units in an hour. Average monthly salary of a worker is $3520. Assume that average number of working days in a month is 22 days and 8 hrs/day. 
Overtime cost is $18.75/unit and Undertime cost is $13/unit. Cost of lost sale is $150/unit and rate change cost is $15/unit. 
What is the cost of each of the following production strategy 
1. Level production strategy 
1. Chase strategy  
1. Which strategy will you recommend to the company to follow?
Answer
Level Production strategy
Calculate monthly demand forecast for the 6 month period
Total demand for the period = 500+600+650+800+900+800 = 4250 Units
Take out the starting inventory = 4250 – 200 = 4050
Average demand = 4050 / 6 = 675 Units per month
Calculate the monthly production per worker = units per hour x Hrs/day x working days in month
Production / worker = 2 x 8 x 22 = 352 unit per worker / month
Calculate number of workers required to satisfy average demand
Average demand / Units per worker = 675 / 352 = 1.9 (Round up to full worker = 2)
Monthly cost = Workers x Average salary = 2 x 3520 = $7040
	 Months 
	Demand forecast (units) 
	Start Stock
	Workers
	Workers cost ($)
	Production
	Material Cost ($)
	End Stock ($)
	Store / lost sale cost ($)

	January 
	500 
	200
	2
	7040
	704
	70,400
	404
	4040

	February 
	600 
	404
	2
	7040
	704
	70,400
	508
	5080

	March 
	650 
	508
	2
	7040
	704
	70,400
	562
	5620

	April 
	800 
	562
	2
	7040
	704
	70,400
	466
	4660

	May 
	900 
	466
	2
	7040
	704
	70,400
	270
	2700

	June 
	800 
	270
	2
	7040
	704
	70,400
	174
	1740

	Totals
	4250
	
	
	42,240
	4224
	422,400
	
	23,840



We can see from the level production strategy that all demand was satisfied each month with no loss of sales costs with no requirement for Over/Undertime, stock at the end of June would be 174units which is lower than the starting stock so must be acceptable.
Total costs for the period = Workers cost + Material cost + Unit storage cost
= 42,240 + 422,400 + 23,840 = $488,480
Chase Strategy
With this strategy we will be aiming to produce exactly the demand requirement per month leaving an inventory closing point of 0 so there will be no storage or lost sale costs.
Number of workers required will be based on the level of demand / unit production per worker per month we calculated earlier = 352
January Example
To make = Demand – Starting stock = 500 – 200 = 300
Materials cost = To make x cost per unit = 300 x 100 = $30,000
Number workers = To make / production per worker = 300 / 352 = 0.85 (minimum workers is 1)
Undertime = To make – monthly production = 352 – 300 = 52 x 13(Undertime cost / unit) = $676
Repeat for all months
	 Months 
	To make 
	Material Cost ($)
	Workers
	Workers cost ($)
	Production Difference under/over
	Over / Undertime cost ($)

	January 
	300
	30,000
	1
	3520
	52 (Under)
	676

	February 
	600 
	60,000
	2
	7040
	104 (Under)
	1,352

	March 
	650 
	65,000
	2
	7040
	54 (Under)
	702

	April 
	800 
	80,000
	2
	7040
	96 (Over)
	1,800

	May 
	900 
	90,000
	2
	7040
	196 (Over)
	3,675

	June 
	800 
	80,000
	2
	7040
	96 (Over)
	1,800

	Totals
	
	405,000
	
	38,720
	
	10,005



With the chase strategy all demand has been met so no loss of sales costs and as each month ends with 0 stock there are no storage costs either. The only month to look at would be May where in theory all demand can be satisfied with overtime making 196 units in the month in practice this may not be achievable so an extra worker may be required and undertime costs incurred too.
Total costs for the period = Workers cost + Material cost + Over/Under time costs
= 38,720 + 405,000 + 10,005 = $453,725
Conclusion
Purely based on cost alone the chase strategy works out at costing $34,755 less than the level production strategy. But as the company is concerned about quality of their product and that a loss of sale cost is $150, any rejections could cost the company more, the difference in cost works out as a buffer for 232 units loss of sales which is just over 5% of the 6 month period production.
Therefore I would recommend the Level production strategy to provide a more stable outgoings per month and also provides extra stock in case of rejections of units to ensure no loss of sales.


4 - Garden Manufacturing is a small, family-owned garden tool manufacturer located in Florence, South Carolina. The bills of materials for models A and B of a popular garden tool are shown in figure below and other additional component information is provided. There is considerable component part commonality between these two models, as shown by the BOM.  
The MPS calls for 100 units of Tool A to be completed in week 5 and 200 units of Tool A to be completed in week 7. End-item A has a two-week lead time. The MPS calls for 300 units of Tool B to be completed in week 7. End-item B has a one-week lead time.  
1. Do an MRP explosion for all items required to make these two garden tools. (15) 
1. What actions, if any, should be taken immediately and what other potential problems do you see? (5) 
 See the following table and diagram: 
	   
	Item 

	Data category 
	C 
	D 
	E 
	F 

	Lot size rule 
	FOQ = 400 
	LFL 
	POQ = 4 
	LFL 

	Lead time 
	1 week 
	2 weeks 
	2 weeks 
	1 week 

	Schedule receipt 
	450 (Week 1) 
	50 (Week 1) 
	None 
	None 

	Beginning inventory 
	100 
	70 
	50 
	900 
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Answer
BOM explosions for all components below.
 


	Item
	Lead Time
	Level
	Lot size
	
	Week

	
	
	
	
	
	1
	2
	3
	4
	5
	6
	7

	A
	2
	0
	LFL
	Gross Requirements
	
	
	
	
	100
	
	200

	
	
	
	
	Scheduled Receipts
	
	
	
	
	
	
	

	
	
	
	
	On hand
	
	
	
	
	
	
	

	
	
	
	
	Net Requirement
	
	
	
	
	100
	
	200

	
	
	
	
	Planned Order Rec
	
	
	
	
	100
	
	200

	
	
	
	
	Planned Order Rel
	
	
	100
	
	200
	
	





	Item
	Lead Time
	Level
	Lot size
	
	Week

	
	
	
	
	
	1
	2
	3
	4
	5
	6
	7

	B
	1
	0
	LFL
	Gross Requirements
	
	
	
	
	
	
	300

	
	
	
	
	Scheduled Receipts
	
	
	
	
	
	
	

	
	
	
	
	On hand
	
	
	
	
	
	
	

	
	
	
	
	Net Requirement
	
	
	
	
	
	
	300

	
	
	
	
	Planned Order Rec
	
	
	
	
	
	
	300

	
	
	
	
	Planned Order Rel
	
	
	
	
	
	300
	



	Item
	Lead Time
	Level
	Lot size
	
	Week

	
	
	
	
	
	1
	2
	3
	4
	5
	6
	7

	C
	1
	1
	FOQ = 400
	Gross Requirements
	
	
	200
	
	400
	300
	

	
	
	
	
	Scheduled Receipts
	450
	
	
	
	
	
	

	
	
	
	
	On hand
	100
	550
	550
	350
	350
	350
	50

	
	
	
	
	Net Requirement
	
	
	
	
	50
	
	

	
	
	
	
	Planned Order Rec
	
	
	
	
	400
	
	

	
	
	
	
	Planned Order Rel
	
	
	
	400
	
	
	





	Item
	Lead Time
	Level
	Lot size
	
	Week

	
	
	
	
	
	1
	2
	3
	4
	5
	6
	7

	D
	2
	1
	LFL
	Gross Requirements
	
	
	
	
	
	600
	

	
	
	
	
	Scheduled Receipts
	
	50
	
	
	
	
	

	
	
	
	
	On hand
	70
	70
	120
	120
	120
	120
	

	
	
	
	
	Net Requirement
	
	
	
	
	
	480
	

	
	
	
	
	Planned Order Rec
	
	
	
	
	
	480
	

	
	
	
	
	Planned Order Rel
	
	
	
	480
	
	
	



	Item
	Lead Time
	Level
	Lot size
	
	Week

	
	
	
	
	
	1
	2
	3
	4
	5
	6
	7

	E
	2
	2
	POQ = 4
	Gross Requirements
	
	
	100
	480
	200
	
	

	
	
	
	
	Scheduled Receipts
	
	
	
	
	
	
	

	
	
	
	
	On hand
	50
	50
	50
	680
	200
	
	

	
	
	
	
	Net Requirement
	
	
	50
	
	
	
	

	
	
	
	
	Planned Order Rec
	
	
	730
	
	
	
	

	
	
	
	
	Planned Order Rel
	730
	
	
	
	
	
	





	Item
	Lead Time
	Level
	Lot size
	
	Week

	
	
	
	
	
	1
	2
	3
	4
	5
	6
	7

	F
	1
	3
	LFL
	Gross Requirements
	730
	
	
	
	
	
	

	
	
	
	
	Scheduled Receipts
	
	
	
	
	
	
	

	
	
	
	
	On hand
	900
	170
	170
	170
	170
	170
	170

	
	
	
	
	Net Requirement
	
	
	
	
	
	
	

	
	
	
	
	Planned Order Rec
	
	
	
	
	
	
	

	
	
	
	
	Planned Order Rel
	
	
	
	
	
	
	





Conclusion
As we can see from the above BOM’s that component E will be required to make immediately at a large volume or component A & D will be late in production, as long as this happens then the process flow should continue smoothly.
As we don’t know the production capacity of the manufactured parts we have assumed that whatever is required will be produced in the week required, but if this is not true there are some big production numbers for some components in various weeks that may need to be spread out amongst previous weeks which could impact lead time deliveries.
Due to ordering constraints and high levels of initial stock the manufacturer will be carrying inventory of components C & F after all demand is met which may incur storage costs if applicable.
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