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Judgmental Forecast . Notes:

Is the installation population going to change

significantly during the forecast period?

- If so, by how much?

- What'!s your best estimate of the impact on the club?

Are there any significant changes in the |

membership totals, composition or demographics

recently that may impact on the forecast period?

- What are the sales per member for the historic
period used as forecast base to date?

- Are there any.significant trends? ‘

Will any of the major units on the installation

deploy or participate in field exercises during

the forecast period?

Are there anj significant events, external to

the club, planned for the forecast period?

- On the installation?

- In the local community?

Are there any major changes in the competitive

environment? |

- On the installation?

- In the local community?

Are there any plansﬂto;change.prices‘during the
forecast period? ‘ \:

- If so, what will be the impact?

- What is the impact of inflation?

Are there any changes in the sales mix?

- Is there an impact?

Are there any major events, promotions or
changes planned or anticipated during the
forecast period?

- What 1s the expected impact?

What is the most prevalent complaint?

- What 1s being done about it?
- Will it effect the forecast?

10, Are there any other factors that may effect

the forecast? .

- Is there an impact?

Notes & Comments:
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Final Forecast
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Statistical Forecast

F & B Forecast
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Notes & Comments}

Mean Error

Squared
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For 12 Month Moving
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'CUT OUT SCALES ALONG
DARK LINES :

X vValue Scale For -
ODD Number of -
Moving Average -
Totals. | -

-13

-~ X Value Scale -9

for EVEN Number -7

Of Moving Average - 5
Totals., -3

1

Place Arrow @
and Zero on +
Center Value (i.e.) +

equal Number +

Above and Below

+ 4+ + + + +

+10
+11
+12
+173
+14
+15
+16
+17
+18
+19
+20
+21
- +22
+23
+24
+25
+26
+27
+28
+29
+30
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CUT OUT SCALES ALONG
DARK LINES

Place Arrow @ + 1
And + 1 on the + 3

Value below + 5
half. + 7
+9
+11
+173
+15
+17
+19
+21
+23
+25
+27
+29
+31
+33

+35

+37
+39
+41
+43
+45
+47
+49
+51
+53
+55

+57
+59

+61
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Instructions to Worksheets

The instructions are divided into four parts plus an
introduction. The intent is to progress the user through the

worksheets in small manageable steps. The instructions follow:

Forecasting Instructions

Introduction: The purpose of this sales forecasting kit is to
assist you in preparing a sales forecast for the short term,
specifically, one to twelve months. Three techniques are used
in combination to produce the best possible outcome. The
methods are time series, where seasonal and trend factors are
included, operational, where day to day figures are used to
predict sales and lastly, a judgmental forecast where your
understanding of the general situation is taken intc considera-
tion. These worksheets are designed for use with a basic
calculator. If you have a programmable calculator all the
better. In that case, several steps can be eliminated, saving
you time,

Before starting, review your budget to actual sales per-
formance, if the figures are close, your current technique may
be quite acceptable. However, if there is a large variance,
or you have no idea how to proceed in preparing a sales fore=-

cast for your budget, proceed directly to Step 1. Read the
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directions carefully with the worksheets before you record the
first number, Once this dry run is completed begin.

Read the directions carefully.

Part 1 Time Series Forecast

Step 1. Decide for what level you're going to prepare a forecast
(i.e.) ICM, Branch, Annex, or operating center, (i.e.) dining
room, lounge, etc. Once you have decided the level, you're
going to need not less than three years of monthly sales history.
Take worksheet 1 and list the 36 months of sales history in
colum 1 with their associated dates in the space provided to

the left of column 1. Caution, be sure that you've only listed
sales figures and round the figures to the nearest dollar, Now
review the sales figures and note any very large or very small

figures and try to find out what caused the variations.

Step 2. Add the first 12 sales figures and place that total
in column 2 opposite the seven (7) listed to the left of
colum 1. Now using the spacing template provided, place it
over colum 1 so that the first figure is in the top window
and the 13th figure is in the bottom window. Subtract the
figure in the top window and add the figure in the bottom
window to the first total you placed in columm 2. The result-

ing total is then placed below the first and the template is
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moved down one space and the process is repeated until you've
reached the 36th figure. As a quick check to see if all is
right, add the last 12 figures in columm 1; they should equal
your last moving total, If they don't equal, begin over

paying special attention to the spacing template.

Step 3. Divide the totals in colum 2 by 12 and record this

average in column 3. This is a 12 month moving average of sales,

Step 4. Divide the figures in column 1 by the corresponding
figures in columm 3 and record the results in column 4. The
results should be a percentage (i.e.) .97 1.05 etc. Only use
two decimal places. Ignore the first 6 figures in column 1,
These percentages are the seasonal index numbers that repre-
sent that months sales as a percentage of the current annual

average at that point in time.

Step 5. Now turn to worksheet 2, You will note the boxed

space labeled Seasonal Index. Record the index numbers under

their appropriate month and fill in the appropriate year.
Once all of the figures in column 4 are transferred, average
the index numbers. This average is your current seasonal
index for each month expressed as a percentage of the current

annual average. If you wish a graph of the seasonal curve, it
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can be plotted in the space provided. Now, as a manager you
have a precise picture of the seasonal effects on sales., You
may wish to stop here, although it's not recommended. To pre-
pare a forecast at this point, simply multiply the index
number for each month by the current annual average, which is
the last figure in column 3.

Note: Additional spaces have been provided for continuous

update as time progresses up to five years,

Step 6. Return to worksheet 1. Next you will be computing a
straight line that will represent your current sales trend.
Read the following carefully: You have a choice between a
25 point moving average base which is all of the figures in
column 3 or a 12 point moving average base which 1s the last
12 figures in column 3 from which to ccmpute the trend line.
The question is which one to use? The following is a test
to determine just that:

1. Average all of the values listed in column

3 and record it here °

2. 1Yext average the last 12 values in column

3 and record it here °

3. Now read the current annual average (CAA)

here . It's the last figure

in column 3.



Step 7

Look at column 5 on worksheet 1.
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Subtract the average recorded in item 1
from the current annual average (CAA) and

record it here . Also, sub-

tract the average recorded in item 2 from

the CAA and record it here .

Now compare the two. The smallest numter
indicates which base to use for the trend
calculations. It is also a judgment call
on your part. If the 12 point base pro-
duces the smallest number then there is

a 70% probability that this base will
provide a more accurate trend. More
importantly, it saves time. The
judgmental aspect is whether or not
you're willing to accept a 30% proba-
bility that the 12 point base is not

the most accurate, in order to save

time.

Check Your Choice

[]12 point trend base. [ ] 25 point trend base.

The coding referred

to is a process to eliminate large numbers. You will be
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working with the figures in column 3 based upon your choice
in Step 6. If the figure in colum 3 are 6 digits (i.e.)
#265,792 divide by 1000 resulting in a much more manageable
number of 265.7 or 265.8. The same applies for 4 or 3 digit
numbers where you may want to code by dividing by 100 (i.e.)
5792 57.9 or 792 7.9 one decimal place is enough.
Based upon your coding choice, check the appropriate box at

the top of column 5.

Step 8. This step is very important so read carefully. Let's
assume that your choice in Step 6 was the 12 point base. From
column 3 take the last 12 moving averages and code them as
explained in Step 7 and list them in column 6. Be sure to
list their corresponding dates in column 5. As part of your
kit you will find two X VALUE SCALES. One for an even number
of values and one for an odd number of values., Now that the
coded moving averages have been listed in column 6, select

the appropriate X VALUE SCALE. In this case (i.e.) the 12
point base, you would select the even scale. Place the even
X VALUE SCALE over colurn 5 so that you can read the consecu-
tive numbers 1-60, Align the arrow on the X VALUE SCALE with
the number below half, in this case 6 is half, 7 is where the

arrow should be aligned. If the odd number scale is



appropriate, the arrow would be aligned with the center value,

Tape or hold firmly the X VALUE SCALE in place.

Note: You may wish to record the figures obtained in
Steps 9 and 10 in light pencil because each
time the trend line is recomputed these

figures will change.

Step 9. To obtain the figures for column 7, multiply the
X VALUE SCALE figures by the coded moving averages in columm 6.
Remember these basic rules: When multiplying two signed
numbers, if the signs are the same the product will te positive.
When multiplying two signed numbers, if the signs of the numbers

are different, the product will be negative.

Step 10. To calculate the figures for column 8, square the
X VALUES, following the rules in Step 9, all of these figures

will be positive.

Step 11. Turn to worksheet 2 and look at the bottom half of
the page where it is labeled TREND WORK SPACE. These equations
are for the straight line that will describe your sales trend.
The Ym» is the forecasted value. "a" is the y intercept or
where the trend line crosses the y axis of a graph and "°" is

the slope of the trend line, it may be positive or negative.
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To calculate "av simply average column 6 and place that value
under the "a" in the box labeied YOUR TREND EQUATION. Now,
for "b" , sum column 7 and divide it by the sum of column 8 and
place this number under the "®" space. Now to fill in the (X)
column in the equation, you will have to return to worksheet 1
and the X VALUE SCALE. First note the date that corresponds
to the last value in column 6. From that date count through
the calendar to the first date (Month) for which you want to
forecast and check the corresponding X value for that date
(Month) on the X VALUE SCALE. This X VALUE SCALE figure is
the first figure you will place under the (X) in the trend
equation on worksheet 2; also record the month and year in

the space provided. Repeat this process until you have
recorded an (X) value for each of the forecast months. Do not
exceed 12 points. For best results use a quarter (3 months).
Now to calculate Ym multiply "b®" times (X) and add the "a"
value. BRemember "2" and "©" stay the same for the initial
forecast calculations. If, by chance, "t" is negative then
the b (X) figure will be negative. Remember this basic rule:
Subtract the numerical values and use the sign of the largest

number.

Step 12. At the bottom of worksheet 2 under the title SALES
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FORECAST you will now prepare your sales forecast based on

the TREND FORECAST and SEASONAL INDEX. Transfer the dates and
Yr values obtained through the trend equation. From the top
of worksheet 2, record the corresponding seasonal index for
the months to be forecasted. Now multiply the TREND times the
SEASONAL INDEX and you have it. Uncode the figures by multi-
plying by (x100) or (x1000), depending upon your coding

choice checked at the top of column 5, worksheet 1., Comments:
This statistically based forecast is the best one to use when
preparing the ammual budget. The operational forecast which
follows should be used for each quarter. However, the last
forecast (i.e.) the judgmental forecast, also must be considered
in preparation of the annual and quarterly forecasts.

As each successive month passes you will need to up
date this system., As this takes place record the sales
figures in column 7 and simply.continue the process in Steps 1
through 5. As additional Seasonal Index figures are included,
continue to up date with new averages,

It is not necessary to recompute a new trend equation

each month, each quarter is quite adequate.

Part II Operational Forecast

Food Sales Forecast

Step 1. Begin with worksheet 3, Fill in the blanks for
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General Sales Mix, and General Beverage Sales Mix,

Step 2. Complete the section labeled Meal Period Sales

Analysis.

Step 3. From the data obtained in Steps 1 & 2 you can complete
the meal period forecasts which ends with Dinner at the top

of worksheet 4,

Beverage Sales Forecast, (Worksheet 4),

Step 1. Complete by filling in the blanks for the section

entitled Beverage Sales Analysis,

Step 2. Prepare the Beverage Sales Forecast for each opera-

ting Lounge/Bar in the space provided.
Completing F & B Forecast.

Step 1. Consolidate and total Beverage and Focd Forecasts and

list in spaces provided.

Step 2. Compare the Food and Beverage Forecast with the
statistical forecast transcribed from worksheet 2. At this
point Jjust compare, do not make any adjustments. In the space

provided make any notes or comments that come to mind concerning
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differences.

Part III Judgmental Forecast

Worksheet 5

Step 1. Read each question carefully, research it and answer
it the best you can. One suggested method is to pose them

to your staff, associates, the primary staff officers of the
installations or anyone that may be able to provide meaningful

input.

Step 2. In as many instances as possible, calculate the impact
of any given situation. These should be addressed as a per-
centage increase or decrease in one of the objectively based

forecast (i.e.) statistical or operational.

Step 3. The final step is to apply these judgmental ad just=-

ments to the Total Forecast.

Part IV Final Forecast & Evaluation

Worksheet 6

Step 1. At the top of worksheet 6, note that you now have all
three forecasts. Each should be compared and the final fore-

cast prepared.

Step 2. As actual sales are recorded, complete the forecast
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evaluation segment of worksheet 6. Four measures are provided
for evaluating the accuracy of your forecasts., The first is
the basic error, that is the actual sales minus the forecasted
sales. This may be a positive or negative number depending
on the direction of the error. The second measure is the
Percentage Error, which is calculated by dividing the error
by the actual sales (i.e.) Actual-Forecasted Sales divided by
Actual Sales. Again, this may be a positive or negative per-
centage for the same reason as mentioned above. The third
measure is the Error Squared, which is simply the error times
itself, This eliminates all negative values. The last
measure is the Mean Error Squared, which is the average of
the Error Squared values,

The smaller the error the better the forecast and this
rule holds for all four measures. From this evaluation, the
relative accuracy of your forecast can be measured and from

this you can ad just the techniques as you see fit.

Forecasting Packet Contents

The composition of the actual forecast packet must
provide the manager with adequate flexibility to insure con-
tinued use. As a minimum, the following composition is

proposed:
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Instructions 1 set

Worksheet 1 2 each
Worksheet 2 2 each
Worksheet 3 & 4 8 each
Worksheet 5 12 each
Worksheet 6 2 each
Spacing Template 1 each

X VALUE SCALES (2) 1l each
29 pieces

Obviously, as the system is refined, this distribution
will be ad justed. Likewise, photocopying will provide additional

flexibility for the using manager.
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Summary

The accuracy of these methods are proven through their
general acceptance in the business community. OQbviously,
these are very basic, however, in the absence of a2n establiched
method, these can provide the basis for further development.,
Furthermore, when clubs obtain dedicated computer systems, a
more sophisticated approach can be installed,

Several factors are worth mentioning concerning the
data analysis. The primary hypothesis of this study was
supported, Attention must be given to the seasonal aspects of
club sales because, as shown, each operating unit has a unique
seasonal curve. Furthermore, the differences between the
officers and NOC/enlisted overations must be kept in mind
when system wide decisions are being made. Likewise, constant
attention must be given to the sales trends. As mentioned,
the cyclical factor should be subjected to further study and
included in the system when data processing facilities are

available,

Recommendations

Bevond the satisfaction of the academic requirement,
it is the intention of the author to forward a copy of this

study to the Director of the U.S. Army Club and Communilty
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Activities Directorate, Washington D.C. for his ccnsideration
for adoption by the Army Club System.

t is recommended that the two templates, that are part
of the packet, be produced on clear plastic and that special
care be taken to insure proper spacing for alignment with
Worksheet 1, It is further recommended that the worksheets bve

type set and printed to insure the svacing integrity.
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