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Note:

Further Notes on Lagging Forecasts

In Gardner [1984], I pointed out that
erroneous versions of exponential
smoothing models have been repeated in
the literature for the last 20 years. Some
23 errors were cited in journal articles
and textbooks. All of the errors were in
linear-trend models and caused the fore-
casts to lag the data.

I mentioned only one case in which an
erroneous model had actually been used
in practice, that of a statistics program for
the IBM PC. Here is another case of lag-
ging forecasts, this time on a rather grand
scale. I discovered the problem in a set of
notes on forecasting distributed at a 1984
conference on inventory management.
The notes discussed the forecasting
model used to provide input to inventory
models in a large physical distribution
system — more than 500,000 inventory
items. The model was double exponential
smoothing except that the slope had been
omitted from the one-step-ahead forecast
(see Gardner [1984] for details).

I contacted the company and learned
that the erroneous model had been in use
for several years to generate quarterly
forecasts for the entire inventory. Most of
the 500,000 time series were in fact sub-
ject to trends. Apparently, the missing
term in the model had never been discov-
ered because there was no formal forecast
monitoring system.

Identification of the company in this
note would serve no purpose. However, I
did provide particulars to the editor so

that he could verify the facts.

Once again, I urge practitioners to
check model formulations, especially
those used in large mainframe inventory
control systems where it is difficult to re-
view the forecasts in detail.

Since Gardner [1984] appeared, I have
received a number of letters requesting
information on other model formulations
for exponential smoothing. Gardner
[1985] is my attempt to provide a com-
plete reference on the subject. This paper
includes 29 models along with details on
starting values, parameter choice, and
forecast monitoring.
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